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REXNORD INDUSTRIES (UK) LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 MARCH 2016

The director presents the strategic report and financial statements for the year ended 31 March 2016

Review of the business

During the year, the company continued to Incur interest on its intercompany foans, resulting in a loss before tax
of £3 Om {2015 - £1 3m) The company ended the year with net assets of £28 8m (2015 - £31 7m)

Principal risks and uncertainties
In the optnion of the directors, given that the company’s activity relates only to other group companies, the
company faces no significant external nsks and uncertainties

On behalf of the board

I
P M Whaley
Direct.
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REXNORD INDUSTRIES (UK) LIMITED

DIRECTOR'S REPORT
FOR THE YEAR ENDED 31 MARCH 2016

The director presents her repart and financial statements for the year ended 31 March 2016

Principal activitles
The pnncipal actvity of the company duning the year was that of an intermediate holding company

Director
The director who held office dunng the year and up to the date of signature of the financial statements was as
follows

M W Peterson (Resigned 1 Juna 2016)
P M Whaley

Results and dividends
The results for the year are set out on page § No ordinary dividends were paid The director does not
recommend payment of a final dividend

Director's insurance

The group of which the company 1s a2 member maintans professional indemnity isurance coverng directors
officers and serior managenal staff

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

Auditor
RSM UK Audit LLP has indicated its willingness to continue in office A resolution to reappoint RSM UK Audit
LLP as auditor will be proposed al the annual general meeting

Statement of disclosure to auditor

So far as the director 15 aware, there Is no relevant audr informaton of which the company's auditors are
unaware Agdditionally, the director has taken all the necessary steps that she ought to have 1aken as director in
order to make herself aware of all relevant audit information and to establish that the company's auditors are
aware of that information

On behalf of the board

PMWI'I.a!
Directpr
'Zrez.— u«[le




REXNORD INDUSTRIES (UK) LIMITED

DIRECTOR'S RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 MARCH 2016

The director is responsible for prepanng the Sirategic Repart and the Director's Report and the financial
stalements in accordance with applicable law and regutations

Company law requires the director to prepare financial statements for each financial year Under thal law the
director has elected to prepare the financial statements 1n accordance with United Kingdom GeneraBy Accepled
Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company law the
director must not approve the financial statements unless she Is 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  (n prepanng these
financial statements, the director Is required to

= selact suitable accounting policies and then apply them cansistently,

* make judgements and accounting estimates that are reasonable and prudent,

+ prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will conbinue in business

The director 1s 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 postion of the company
and enable them to ensure thal the finanaal statements comply with the Companies Act 2006 She is also
responsible for safeguarding the assels of the company and hence for taking reasonable steps for the
prevention and detection of fraud and ather regularities




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF REXNORD INDUSTRIES
(UK} LIMITED

We have audited the financial statemenis on pages 5 to 14 The financial reporting framewark that has been
applied in therr preparation 15 applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice), including FRS102 “The Financial Reporting Standard applicable in the
UK and Republic of Ireland”

This report 1s made solely to the company's members, as a body, in 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 members
those malters we are reguired to state to them in an auditor's report and for no other purpose To the fullest
extent permitted by law, we da not accept or assume responsibility to anyone other than the company and the
company's members as a body, for our audit work, for this report, or for the opinions we have formed

Respecbve responsibilities of director and auditor

As more fully explained in the Director's Responsibilittes Statement set out on page 3, the director 1s responsible
for the preparation of the financial statements and for being satisfied that they give a true and farr view Our
responsibility 15 to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on Audibng (UK and lreland) Those standards require us to comply with the
Auditing Practices Board's (APB's) Ethical Standards for Auditors

Scape of the audit of the financial statements

A description of the scope of an audi of financial statements 1s provided on the Financial Reporting Council's
website at http /awww frc org uk/auditscopeukprivate

Opinion on 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 2016 and of its loss for the year
then ended,
» have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
and
= have been prepared in accordance with the requirements of the Compames Act 2006

Opinion on other matter prescnbed by the Companies Act 2006

In our opinion the information given in the Strategic Report and the Director's Report for the financial year for
which the financial statements are prepared 1s consistent with the financal statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us lo
report to you if, in 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

+ cerlain 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

aM Ak Soob g

Thomas Morgan (Senior Statutory Auditor)

for and on behalf of RSM UK Audit LLP, Statutory Auditor
Chartered Accountants

Hartwell House

55-61 Victana Street

Bnistol
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REXNORD INDUSTRIES (UK) LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2016

Notes
interest payable to group undertakings 5
Loss on ordinary activities before taxation
Taxation 6
Loss for the financlal year 12

Total comprehensive income for the year

2016
£

(2.970.125)

(2,970,125}

{2.970,125)

(2.970.125)

2015
£

(1,339,984)

(1,335,984)

(1,339,984)

{1,339,984)




REXNORD INDUSTRIES (UK) LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2016

Company Registration No, 07528607

Fixed assels
Investments

Current assats
Debtors

Creditors. amounts falling due within
one year

Net current {Iabilities)/assets

TJotal assets less current liabilities
Creditors: amounts falling due after
more than one year

Net assets

Capital and reserves
Calted up share capital
Share premmum accourt
Capital redemption reserve
Profit and loss reserves

Total equity

The financial statements were appraved by the board of directors and authonsed for issue on le‘l{ lb .

and are signed on its behalf by

P M Whaley
Director

Notes

10

1
12
12

(67.755.127)

2016 2015
£ 3 £
98,265,113 96,265,113
252,918
(132 500
(67.502,209) 120,418
28.762.904 96,385,531
. (64.652,502)
28,762,904 31733,029
31,678,360 31,678,360
2,871,000 2,971,000
1 1
(5.886,457) {2.916,332)
28,762,904 31,733,029

«Ba




REXNORD INDUSTRIES (UK) LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2016

Balance at 1 April 2014

Year ended 31 March 2015.

Loss and total comprehensive
income for the year

Issue of share capital
Balance at 31 March 2015
Year anded 31 March 20186,
Lass and total comprehensive
income for the year

Balance at 31 March 2016

Notes

1

Share Share Capital Profit and Total
capital premium redemption loss
account reserve resarves
£ E E £ E
5,501,000 2,971,000 1 (1.576,348) 6,895,653
- - - (1,339,984) (1,339,984)
26,177,360 - - - 26,177,360
31,678360 2,971,000 1 (2,916,332) 31,733,029
- - - (2.970,125) (2,970,125}
31,678,360 2,971,000 1

{5.886.457) 28,762 904




REXNORD INDUSTRIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2016

1 Accounting policles

Company informatlon

Rexnord Industnes {UK) Limited s a company hmited by shares incorporated in England and Wales The
registered office is ¢/o Curtis, Mallet-Prevost, Colt & Mosle LLP, 99 Gresham Street, London, England,
EC2V TNG

The company's pnnaipal activities are disclosed in the Director's Report.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of lreland” (‘*FRS 102" and the requrements of the
Companlas Act 2006

The financial statements are prepared in sterling, which is the functiona! cumrency of the company
Monelary amounts in these financial statements are rounded to the nearest £

The financial statements have been prepared under the histoncal cost convention The principal accounting
policies adopted are set out below

Transition to FRS102

These financial statements are the first financial statements of Rexnord Industnes (UK) Limited prepared in
accordance with Financial Reporbing Standard 102 ‘The Financial Reporting Standard applicable in the UK
and Republic of Ireland’ (FRS 102) The financial statements of Rexnord Industnes (UK} Limied for the
year ended 31 March 2015 were prepared in accordance with previous UK GAAP.

Some of the FRS 102 recognition, measurement, presentation and disclosure requirements and accounting
policy choices differ from previous UK GAAP Consequently, the directors have amended ceriain
accounting policies to comply with FRS 102 The directors have also taken advantage of certan
exemptions from the requirements of FRS 102 permitted by FRS 102 Chapter 35 ‘Transition to this FRS'

Hawving considered the company's financial position on 1 Apni 2014 (the date of transition to FRS 102} and
its result for the comparative penod ended 31 March 2015, the directors have concluded that no
adjustments are regured to the figures as previously raportad for (i} equity at the date of transition to FRS
102, (1) equily at the end of the comparative penod, and (m) profit or loss for the comparative penod
reported under previous UK GAAP

Reduced disclosures
The company 15 a qualfying entity under the FRS 102 Reduced Disclosure Framework and has taken
advantage of the exemptions from the following disclosure requirements
» Sechon 7 'Statement of Cash Flows' - Presentation of a Statement of Cash Flow and related nates
and disclosures
« Section 11 'Basic Financial Instruments’ and Secten 12 'Other Financial Instrument Issues' -
Camying amounts, interest tncome/expense and net gainsflosses for each categary of financial
nstrument, basss of determining fair values, details of collateral, loan defaults or breaches, details
of hedges, hedging fair value changes recognised 1n profit or loss and in other comprehensive
income
« Section 33 ' Related Party Disclosures' - Compensation for key management parsonnel

The financial statements of the company are consolidated in the financal statements of Rexnord
Corporation, incorporated in the USA The consolidated financial statements of Rexnord Corporation are
filed at Companses House together with the financial statements of the company




REXNORD INDUSTRIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

1 Accounting policies {(Continuer)

Group accounts

The financial statements present information about the company as an mdwidual undertaking and not
abeut Its group The company has not prepared group accounts as It is exempt from the requirement to do
sa by secton 401 of the Companies Act 2006 as it 1s a subsidiary undertaking of Rexnord Corporation, a
company incorpoarated i the United States of Amenca, and 15 included in the consolidated accounts of that
company

Going concern

The company recorded a loss for the penod As an intermediate holding company #ts pnnaipal dealings are
only with olher group companies Where hiabilihes exist with these other group companies the directors
have no reason to beheve that these companies will demand repayment unless funds exist to do so The
company has received a lefter of support from the ulimate parent company, Rexnord Corporation,
confirning the parent company will conbinue to support the company for at least twelve months from the
expacted date of signing of these financial statements Accordingly the directors have prepared these
finantial statements on a going concem basis

Fixed asset investments

Fixed asset investments, reflecting nvesiments in subsidianes, are iubally measured at cost and
subsequently measured at cost less any accumulated imparrment kosses The investmenls are assessed
for impairment at each reporing date and any impairment losses or reversals of impaiment losses are
recognised immediately m profit or loss

Financial instruments

The company has elected ta apply the provisions of Section 11 ‘Basic Financial Instruments' and Section
12 'Other Financial Instruments Issues' of FRS 102 to all its financial instruments Financial instruments are
recogrised when the company becomes party to the contractual provisions of the instrument Financial
assets and liabifities are offset, with the nel amounts prasentad in the financial statements, when there is a
legally enforceable night to set off the recognised amounts and there 1s an intention o seftle on a net basis
or to realise the asset and setile the hability simultaneausly

Basic financial assets, which include trade and other receivables and cash and bank balances, are intally
measured at transaction price including transaction ¢osts and are subsequently carned at amortised cost
using the effective interest method unless the arrangement constitutes a financing transaction, where the
financial asset 15 measured al the present vakie of the future receipls discounted at a market rate of
interest Fmancial assets are derecognised only when the contractual nghts to the cash flows from the
asset expire or are seltled, or when the company transfers the financial assel and substantally all the nsks
and rewards of ownership to another entity, or if some significant risks and rewards of ownership are
retained but control of the asset has transferred to another party that s able to sell the asset inits entrrety
to an unrelated third party

Financial liabdities and eguity instruments are classified according to the substance of the contractual
arrangements entered into Basic financial rabilities, including trade and other payables, bank loans, loans
from fellow group companies and preference shares that are classified as debt are instially recogrised at
fransaction pnce unless the arrangement conshitutes a financing transaction, where the debt instrument 1s
measured at the present value of the future receipts discounted at a market rate of interest Finanaal
abihes are deracogmsed when, and only when, the company's conlractual obligatons are discharged,
canceiled, or they expire

An equity instrument 15 any contract that ewidences a residual interest in the assets of the entity after
deducting all of its financial habilies Equity instruments issued by the company are recorded at the
proceeds recerved, net of direct 1ssue costs Dividends payable on equity instruments are recognised as
habibties once they are no longer at the discretion of the company




REXNORD INDUSTRIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

1 Accounting policies {Continued)

Taxation

The tax expense represents the sum of the cument tax expense and deferred tax expense Cumrent and
deferred tax ts charged or credited to profit or loss, except when it relates to items charged or credited to
other comprehensive iIncome or equity, when the tax follows the transaction or event it relates to and 1s also
charged or credited to other comprehensive income or equity

Current tax ¢ based on taxable profit for the year Taxable profit differs from total comprehensive income
because it excludes items of income or expense that are not taxable or deductible, or that are taxable or
deduciible in other penods Current tax assets and Liabilites are measured using tax rates that have been
enacted or substantively enacted by the reporting date

Deferred tax habilibes are recogrnised in respect of all tming differences that exist at the reporting date
Timing differences are differences between taxable profits and total comprehensive income that anse from
the inclusion of iIncome and expenses in tax assessments in different penods from their recognition in the
financial statemenis Deferred tax assetls are recognised only to the extent that it is probable that they will
be recovered by the reversal of deferred tax habiliies or other future taxable profits Deferred tax Is
calculated at the tax rates that are expectad to apply to the period when the asset 1s realised or the liability
15 Setlied based on tax rates that have been enacied or substantively enacted by the reporting date
Deferred tax 1s not discounted

Current tax assets and current tax habilities and deferred tax assets and deferred tax labilities are offset i,
and only If, there is a legally enforceable night to set off the amounts and the entity intends either to settle
on the net basis or to realise the asset and settle the hability simultaneously

2  Judgements and key sources of estimation uncertainty

In the applicaton of the company's accounting policies, the direclor 1s required to make judgements,
estmates and assumphions about the carrying amount of assets and habiliies that are not readily apparent
fram olher sources The estimates and asscciated assumptions are based on histoncal expenence and
other factors that are considered to be relevant Actual results may differ from these estimates

The eshmates and underlying assumptions are reviewed on an angoing basis Rewisions to accounting
estimates are recagnised in the penod in whuch the estimate is revised where the reviston affects anly that
penod, or in the penod of the revision and future pertods where the revision affects bath current and future
penods

in the opinion of the directors, there are no estmates and assumptions which have a significant risk of
causing a matenal adjustment to the carrying amount of assets and liabilibes

3 Operating profit

Auditar's remuneralion of £2,900 (2015 - £2,500} was borne by another group company The directors’
remuneraton and pension coninbutions were alse borne by another group company

4  Employees

There were no employees during the year apart from the directors

-10-



REXNORD INDUSTRIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

5  Interest payable and simllar charges
2016
E
Interest payabla to group undertakings 2,970,125

2015
£
1,339,984

Interest on amounts payable to group companies includes £2,970,125 (2015 - £652,502) amaortisation In

respect of the intercompany loan issued at a discount (see note §)

6  Taxation
2016 2015
E £
Total tax charge - -
The charge for the year can be reconciled to the loss per the income statement as follows
2016 2015
£ £
Loss before taxation (2970 125) (1,339,884)
Expected tax charge based on the standard rate of corporation tax in the UK
of 20 00% (2015 21 C0%) {594,025) (281,397)
Group rehef 238,251 281,397
Adjust deferred tax to average rate of 20% 50,079 -
Deferred tax not recognised 305 695 -

Tax expense for the year -

Current tax has been increased by the surrender of £2,393,310 {2015 - £1 339,984) losses under a group

relief scheme No payment has been made in respect of these amounts

The company has losses camed forward of £1,301,886 (2015 - £725,071) but, on the grounds that the
company Is not expected to be profitable in the immediately foreseeable future, no deferred tax asset has

yet been recogrised

Factors that may affect future tax charges

Under legislation substantively enacted on 26 Oclober 2015, the mam rate of corporation tax will be

recduced to 18% from 1 Apnl 2017 and to 17% from 1 Apnl 2020

-1 -




REXNORD INDUSTRIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

7 Fixed asset Investments

2016 2015
£ £

Investments in subsidianes 96,265,113 86,265,113

Directly-held subsidiaries

Investments in subsidianes reflect the company's interests in the entire 1ssued ordinary share capital of
Autogard Holdings Limited and Micro Precision Gear Technology Limited The principal activity of Autogard
Holdings Limied i5 the management of investments and prowision of management services The principal
activity of Micro Precasion Gear Technology Limited 1s the manufacture, distnbution and sale of power
transmission praducts

Autagard Haldings Limuted is incorporated in the United Kingdom and registered in England and Wales In
the year to 31 March 2016 i recorded a profit of £13,195555 (manly refiecting dividend income of
E13,672,173 from iis subsidianes) and its aggregate capital and reserves at that date were £87,888,002

Micro Precisien Gear Technolagy Limited 1s incorporated in the United Kingdom and registered in England
and Wales Based on provisional management information, e the year to 31 March 2016 1t recorded a
profit before tax of £1,798,984 which increased its aggregate capital and reserves to £19,847,583

Indlrectly-held subsidiaries

Autogard Holdings Limited holds the entre 1ssued ordinary share capitai of Bnlish Autogard Limiled,
Autogard Asta Pacific Pty Ltd, Rexnord Tollek S R L and Euroflex Transmissions (India) Private Limited
The pnncipal activity of all thesa comparues 1s the manufacture, distnbution and sale of power transmission
products

Brish Autogard Limited 1s incorporated in the United Kingdom and registered i England and Wales In the
year to 31 March 2016 it recorded a profit of £1,185,551 and its aggregate capital and reserves at that date
were £1,456,773

Autogard Asia Pacific Pty Lid 1s incorporated in Australia in the year to 31 March 2016 il recorded a loss of
£246,426 and Its aggregate capital and reserves at that date were £219,036

Rexnord Tollok SRL 1s incorporated m ltaly In the year to 31 March 2016 1t recorded a profit of
£4,625,073 and its aggregate capital and reserves at that date were £15,617,142

Euroflex Transmssions (India) Private Limited 1s incorporated i India In the year to 31 March 2016 ot
recorded a profit of £2,113,850 and its aggregate capital and reserves at that date were £8,254 857

Movements in fixed asset investments

Shares
£
Cost or valuation
At 1 Apnl 2015 & 31 March 2016 96,265,113
Carrylng amount
At 31 March 2016 96,265,113

At 31 March 2015 96,265,113

124




REXNORD INDUSTRIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

10

11

12

Debtors
2016 2015
Amaunts falling due withln one year: £ £
Amounts due from subsidiary undertakings 252,918 252,918
Craditors amounts fzalling due within one year
2016 2015
£ £
Amounts due to group undertakings 67,755,127 132,500

Arnounts due to group undertakings include £67,622 628 (2015 - £64,652,502) owed to Rexnord Industnies
LLC relating to the company's investment in its subsidiary Aulogard Holdings Limiled (in connection with
that company's acquisiton of Rexnord Tollok S R L and Euroflex Transmussions (India) Private Limuted in
an earlier year The loan was issued at a discount of £4,460,493 on 9 January 2015 and is repayable in full
an 8 Jyly 2016 The discount 1s being amortrsed using the effective rate implicit in the discount,

Creditors: amounts falling due after more than one year

2016 2015
£ £
Amounts due to group undertakings - 64,652,502
Share capltal
2016 2015
£ £
Qrdinary share capital
Issued and fully paid
31,678,380 Ordinary shares of £1 each 31,678,360 31,678,360

The company’s ordinary shares which carry no nght to fixed income, each carry the nght to one vate at
general meetings of the company

Reserves
Share premium
The share premium account reflects consideration receved far shares 1ssued above thair nominal value net

of transaction cosis

Capital redemption reserve
The capital redemption reserve reflects the nominal value of shares previously repurchased and cancelled

Profit and loss reserves
Profit and loss reserves reflect cumulative profit and losses net of distnbutions to members

+ 13-




REXNORD INDUSTRIES (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2016

13 Related party transactions

The company has taken advantage of the exemphon in Section 33 of FRS 102 from the requirement to
disclose transactions with group compamigs con the grounds that consolidated financial statements are
prepared by the ultmate holding company

14 Ultimate parent company and controiling party

The immediate parent company 15 Rexnord Industnes LLC The uvitmate parent company and controlling
party 15 Rexnord Corporation Both entilies are incorparated in the United States of America Rexnord
Corporation heads the largest and smallest group in which the results of the company are consolidated

+14.




Management and Directors

EXECUTIVE OFFICERS DIRECTORS

Todd A Adams Todd A Adams (d)

President and Chief Executive Officer President and CEQ, Rexnord
Mark W Peterson Mark S Bartlett (a)*

Senor Vice President and Retired Partner, Ernst & Young LLP

Chief Financial Officer
Thomas D Chnstopoul {b)*

Rodney Jackson Co-founder and Executive Vice President,
Senior Vice President, Business 54 Madison Partners

and Corporate Development
Theodore D Crandall (a)

George J Powers Senior Vice President and Chief Financial Officer,
Chief Human Resources Officer Rockwell Automation, Inc

Craig G Wehr Paul W Jones (b) (d)*

Group Executive, President, Zurn Non-Executive Charrman, Rexnord, and

Reured Chairman and CEO, A O Sruth Corporation
Patncia M Whaley

Vice President, General Counsel Dawvid C Longren (c}

and Secretary Senior Vice President, Polans Industries, Inc

Kewvin J Zaba George C Moore (a)

Group Executive, President, Director, Wastequip, Inc, Pro Mach, inc, and Encapsys, LLC,
Process & Motion Control and Retired Executive, Rexnord

John M Stropki (b)
Retired Chairman, CEQ and President,
Lincoln Electric Holdings, Inc

John S Stroup (c)* (d)
President and CEQ, Belden inc

Robin A Walker-Lee (c}
Retired Executive Vice President, General Counsel
and Secretary, TRW Automotive Holdings, Inc

Committees of the Board

(a) Audrt

(b) Compensation

{c} Nomwmating and Corporate
Governance

{d) Executive

*Denotes Committee Chairman

Non-GAAP Financial Infermation

In this annual report we prowde centain non GAAP supplemental financial information that we believe 1s useful to our stockholders in assessing our performance Adjusted
EBITDA 1s prowided because it 1s a key metric used to measure our compliance with our financial covenants under our credit agreement Management uses the other
non-GAAP supplemental information to assess our ongoing financial performance because 1t provides addimonal insight into that performance by elminating certain unusual
or non-recurnng items that we do not believe are indicatve of continuing trends In considening this non-GAAP supplermental informancn please refer to the explananons
and reconciliations provided or referenced in this annual report, including our fiscal 2016 Form 10-K, and our filings with the Secunities and Exchange Commussion

Cautionary Statement on Forward Looking Statements

Information in this repart may nvolve outlook expectations belefs plans intentions, strategies or cther statements regarding the future which are forward locking
statements These forward looking statements involve nsks and uncertainties All forwerd looking statements included in this report are based upon information available
to Rexnord Corporanion as of the date of the report and Rexnord Corporation assumes no obligation to update any such forward looking statements The statements in
this report are not guarantees of future performance and actual results could differ matenally from current expectations Numerous factors could cause or contnbute to
such di¥ferences Please refer to "Risk Factors® and “Cautionary Notice Regarding Forward Looking Statements™ 1n our fiscal 2016 Form 10K as well as Rexnord s annual
quarterly and current reports filed on Forms 10-K, 10-Q and B-K from time 1o time with the $ecunities and Exchange Commussion for a further discussion of the factors
and risks associated with the business
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About Rexnord

Headquartered in Milwaukee, Wisconsin (USA), Rexnord is a leading worldwide industnial company
comprised of two strategic platforms Process & Motion Control and Water Management, with
approximately 7,700 employees globally Within our platforms, we serve a diverse array of growing,
global end markets by offering what we believe are the broadest, most reliable product portfolios and
trusted brands in our industries

We operate our company in a disciplined way and the Rexnord Business System (RBS) i1s our operating
philosophy Grounded in the spint of continuous improvement, RBS creates a scalable, process-based
framework that focuses on driving superior customer satisfaction and financial results by targeting
world-class operating performance throughout all aspects of our business

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 the cost of fatlure or downtime are high

Our Water Management platform designs, procures, manufactures and markets products that provide
and enhance water quality, safety, flow control and conservation

Corporate Information

FORM 10-K REPORT

The company’s Fiscal 2016 Form 10-K annual report has
been filed with the Secunties and Exchange Commussion
A copy 1s included as part of this annual report

ANNUAL MEETING

Stockholders are invited to attend the Fiscal 2017 Annual
Meeting on Thursday, July 28, 2016, at $ 00 a m Central
Time, at the Water Councll Bullding, 247 Freshwater Way,
Milwaukee, WI

CORPORATE HEADQUARTERS
Rexnord Corporation

247 Freshwater Way, PO Box 2022
Milwaukee, W1 53201

www rexnord com
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Fellow Shareholders,

Qur sales for fiscal 2016 totaled $1 9 billion compared to
$2 1 billion last fiscal year The stronger U S dollar and weak
market condmons in the majonty of our process industry
end markets, particularly those directly related to commod-
ities, more than offset the sales growth we generated from
our share gain initiatives across the company as well as the
growth n our water, aerospace, and food and beverage
end markets With respect to profitability and cash flow,
our adjusted EBITDA margin was 19 4% and we generated
$171 million of free cash flow, or 113% of our adjusted
net income, as our teams executed well throughout the
fiscal year in the face of the overall sales headwinds We
leveraged the sales growth that we generated in pockets of
the company, managed our cost structure where we faced
challenging market conditions, and conunued to drive
Rexnord Business System (RBS)-led continuous improvernent
initiatives across the organization, while funding our growth
invesyments and our supply chain optimization and footprint

repositioning miniatives

Last year, | highlighted the numerous RBS initiatives we had
launched to improve our systems, tools and processes to
enhance our commercial, go-to-market strategies — all
aimed at generating more growth opportunittes for our-
selves One year later, [ am pleased to say that we have made
sold progress on these initiztives and have put ourselves
in a better position to leverage our broad product portfolio
and leading brands to further drive market share gains and
further enhance the sustainable compeutive advantages
we have within our businesses We will continue to invest
organically and inorganically in our end markets with hugher,

long-term secular growth

In May of 2016, we announced the acquisition of Cambndge
International Holdings, one of the world's largest suppliers
of metal conveying and engineered woven metal solutions,
primanly used in food processing end markets Cambndge
ahgns well with our strategy to expand our presence In
consurner-driven end markets and when included in our fiscal
2016 sales on a pro-forma basis, brings sales from our water,
aerospace and consumer-facing end markets to nearly 70%
of our consolidated sales
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In addition to our growth nvestments, we have made sohd
progress on our supply chain and footprint repositioning
initative we announced last year We are on track to
deliver an incremental $30 million in earmings and cash flow
annually, when fully implemented in early fiscal 2018, while
permanently reducing our recurnng capital expenditures
and making our cost structure more variable Among the
key milestones in this mutiative was the commissioning of
our new 250,000-square-foot facility in Monterrey, Mexico in
April 2016

As we start the new fiscal year, we anticipate ongoing head-
winds in our process industry end markets, with stability in
the commercial aerospace and consumer end markets, and
another year of projected growth in our Water Management
businesses We remain focused on controling what we can
and drving RBS-led continuous improvement initiatives
across the company to deliver above market growth, margin
expansion and strong free cash flow while effectively
deploying our capital to strategic inorganic growth opportu-
nities while reducing our leverage over tme We beleve
these actrons will continue to position the company for
growth and will deliver value to our customers, shareholders

and associates

| want to close by thanking all of our customers, associates,
partners and Board of Directors for your continued support
over the course of the past year This upcoming year marks
Rexnord's 125th anniversary since its founding — a milestone
few companies ever realize As we look to the next chapter
in our history, we're deeply committed to building on this
incredible history and are confident that we'll continue to

create value for all stakeholders

Todd A Adams
President and CEQ, Rexnord
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PART I

CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEMENTS

Thus report includes  forward-looking statements  within the meaning of the federal securities laws that mvelve risks
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 15 not historical
information and n particular appear in ltems 1 1A and 7 hereof  When used m this report the words “esumates  expects

anticipales  projects “forecasts plans believes  foresees  seehs  hhely may mght  will  should  goal

targel or ntends and vanations of these words or simular expressions (or the negative versions of any such words) are intended
to idenufy forward-loohtng statements All forward-looking statements are based upon information avatlable to us on the date of
this report

I hese forward-looking statements are subject to risks uncertainties and other factors many of which are outside of our
control that could cause actual results to differ matenally from the results discussed in the forward-looking statements nctuding
among other things the matters discussed 1n this report in the [tems identified above Some of the factors that we believe could
affect our results include

= the impact of our indebtedness
+  our competitive environment,
= general economic and business conditions market factors and our dependence on customers in cyclical industries

* the effect of local national and international economic credit and capital market conditions on the economy 1n
gencral and on our customers and the industries in which w e operate in particular,

+ nshs associated with our international operations

= the loss of any signuficant customer

»  dependence on independent distributors,

»  ncreases in cost of our raw matcnals and our possible mabihity to increase product prices to offset such increases
* impact of weather on the demand for our products

= changes in technelogy and manufacturing techmiques.

«  performance and potential failure of our information and data securily systems,

»  the costs of environmental compliance and/or the imposition of Liabihities under environmental health and safety
laws and regulations

»  the cosis associated with asbestos claims and other potential product hability

«  the cosis related 1o strategic acquisitions or divesutures or the integration of recent and future acquisitions into our
business,

= our access 10 avallable and reasonable financing on a imely bass,

«  changes in governmental laws and regulations or the interpretation or enforcement thereof including for
environmental matters

* reliance on intellectual property

*  work stoppages by unionized employees

= loss of key personnel

*  changes in pension funding requirements

*  potentual impairment of goodwill and intangible assets and

*  the other factors set forth herewnr including those sct forth under Risk Factors in Part 1 ltem 1A

i here are likely other factors that could cause our actual results to differ matenally from the results referred to in the
forward-looking statements All forward-looking statements attributable to us apply only as of the date of this report and are
expressly qualified 1n their entirety by the cautionary statements included in this report We undertake no obligation to publicly
update ot revise forw ard-looking statements to reflect evenis or circumstances after the date made or 1o reflect the occurrence
of unanticipated events excepl as required by law



ITEM 1. BUSINESS
General

Rexnord Corporation ( Rexnord ) a Delaware corporation was incorporated in 2006 as a holding company for the
businesses within our Process & Motion Control platform Since then we have expanded sigmficantly including 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 compames or operanons See Acquisitions and Divestitures  below for further information as to recent transactions

Unless otherwise noted Rexnord wc  us  our and the Company means Rexnord Corporation and its
consolidated subsidianies including RBS Globaland Rexnord LLC  Our fiscal year1s the year ending March 31 ofthe corresponding
calendar ycar For example our fiscal year 2016. or fiscal 2016 means the period from Aprd 1. 2015 to March 31, 2016

Additional Information

The address of our principal executive office 15 247 Freshwater Way Milwaukee, Wisconsin 53204 Qur phone number
15(414) 643-3000 Qur internet website address i1s www rexnord com We make available free of charge on or through our internet
website assoon as reasonably practicable after they are electromcally filed or furmished to the Sceurities and Exchange Commission
{the SEC } our annual reports on Form 10-K quarterly reports on Form 10-Q current reparts on Form 8-K and proxy statements
on Schedule 14A as well as amendmenis to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange
Act Copies of any materials that we file with the SEC can also be obtained free of charge through the SEC's website at www sec gov
1he SEC's Public Reference Room can be contacted at 100 F Sireet N E - Washington D C 20549 or by calling 1-800-732-0330
In addition the (1) charters for the Audit Nomnating and Corporate Governance and Compensation Committees of our Board
of Dhirectors, (1) our Corporate Governance Guidehnes, and (i) our Code of Business Conduct and Ethics are also available on
our website ' We will also post any amendments to these documents or information about any waivers granted to directors or
executive officers with respect to the Code of Ethics on our website at the above web address Qur internct website and the
information contained on or connected 1o that site are not incorporated by reference into this Form 10-K

Our Company

Rexnord 15 a growth-onented mulu-platform indusinial company with what we believe are leading market shares and
highty -trusted brands that serve a diverse array of global end markets Our heritage of innovation and specification have allowed
us 1o 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 1n a disciplined way and the Reanord Business Sy stem
( RBS ) 15 our operating philosophy Grounded 1n the spirit of continuous improvement. RBS creates a scalable process-based
framework that focuses on driving superior customer satisfaction and finanaal results by targeting world-class operating
performance throughout all aspects of our business

Our strategy 1s to build the Company around multtple, global strategic platforms that participate in end markets with
sustamable growih characteristics where we are or have the opportunity to become the industry icader We have a track record
of acquiring and integrating companies and eapect to continue to pursue strategic acquisitiens within our existing platforms that
will expand our geographic presence, broaden our product lines and allow us 1o move into adjacent markets Over ime we may
add strategic platforms 0 our Company Currently our business 1s compnised of two platforms Process & Mouion Control and
Waler Management

We believe that we have one of the broadest portfolios of highly engineered mussion- and projecl-critical Process &
Motion Control products for industnial and aerospace applications worldwide Our Process & Mouon Control porifolio includes
products and services used to safely rehiably and efficiently solve a wide range of demanding process and discrete automation
and motion control applications  Our Water Management platform 1s a leader n the multi-ballion dollar specification-driven
commercial and 1nsututional construction market for water management products as well as munwicipal water and wastewater
treatment markets Our Water Management product portfoho includes building and sitc water management solutions used primarily
mn nonresidential construction and retrofit end markets and engineered flow contrel products for the municipal water and wastewater
treatment marhket worldwide

Our products are generally speaified or requested by end users across both of our strategic platforms as a result of our
products rehable performance in demanding environments our custorn apphcation engineering capabilines and our abihiy to
provide global customer support Tyvpically, our Process & Mouion Control products are imually incorporated 1ino products sold
by onginal equipment manufacturers ( OEMs ) or sold to end users as critical components i large complex systems where the
cost of failure or downume 15 high and thereafter replaced through industrial distributors as they are consumed or require
replacement

The demand for our Water Management productsis primanly driven by new infrastructure. the retrofitof existing structures
1o make them more energy and water efficient commercial and nstitutional construction and to a lesser extent residential
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construction We believe we have become a marhet leader in the industry by developing innovative products that meet the stringent
third-pany regulatory building and plumbing code requirements and by subseguently achieving specification of our products into
projccts and applications

We are led by an experienced high-caliber management team that employs RBS as a proven operaung philosophy 1o
drive excellence and world-class performance in all aspects of our business by focusing on the Voice of the Customer process
and ensuning supenior customer satisfaction Our footprint encompasses 45 principal Process & Mouon Control manufacturing
warchouse and repair facihiies and 26 principal Water Managemeni manufacturing and warchouse faciliues located around the
world which allow us 1o meet the needs of our increasingly global customer base as well as our distnibution channel partners

Our Platforms

Below 15 a summary of our net sales by segment and geographic region of originatton (dollars 1n mithons)

Y ear knded March 31, 2016

United States Lurope Rest of World Total Net Sales

Process & Motion Conirol $ 7303 § 2195 & 1505 § 11003
% of et vales 66 % 19 9% 137% 100 0%

Water Management 576 6 1513 956 82335
% of net vales 70 0% 18 4% 116% 160 0%

Consolidated $ 13069 § 3708 § 2161 3 19238
% of et rales 67 9% 193% 128% 100 0%

Sec more information regarding our segments and sales by geography within Part 1l Item 8 Note 20 Business Segment
Information to the consohidated financial stalements

Process & Monon Control

Qur Process & Motion Control platform designs manufactures markets and services a broad range of specified highly-
engineered mechanical components used within complex systems where our customers' reliabihity requirements and costs of fallure
or downtime are high The Process & Mouon Control portfolio includes motien control products shaft management products
agrospace components, and related value-added services Our products and services are marheted and sold globally under widely
recognized brand names ncluding Rexnord® Rex* Flatlop™ Falh® and Link-Belt®  We sell our Process & Motion Control
products and services into adiverse group of attractive end markets including food and beverage aerospace mining petrochemrcal
energy and power gencration, cement and aggregates, forest and wood products agriculture and general industrial and automation
applications

We have established long-term relationships with OEMs and end users serving a wide vanety of industries As a result
of our long-tcrm relationships with OEMs and end users we have created a significant installed base for our Process & Motion
Control products which are consumed or worn mn use and have a relatively predictable replacement cycle We believe this
replacement dynamic drives recurring maintenance repair and operations ("MRO"} demand for our products We estimate that
approximately half of our Process & Motion Control net sales are to distributors who provide an aftermarket channel to primarity
serve OEM and end-user MRO demand generated by the installed base of our products through approsimately 2 300 distribution
potnts across 108 countries

Most of our products are criical components in large scale manufacturing processes where the cost of component failure
and resulung down-time 18 high Many customer facthties have a range of requirements and apphications for muluple products
across our expansive preduct porifolio We believe our reputation for superior quahty reliability apphcation expertise, and abihity
o meet lead tme expectations are highly valued by our customers as demonstrated by their preference 1o specify and purchase
Reanord brand products when 1t 1s ttime to replace an installed Rexnord product or hke-for-lihe product replacements We
believe this replacement dynamic for our products our focus on capturing first-fit instatlanons our sigmificant installed base and
our global supply chain and manufacturing footprint enables us 10 achieve premwm pricing world-class customer satisfaction
recurning revenue gencration and a competitive advantage




Harer Management

Our Water Management platform designs procures manufactures and markets products that provide and enhance water
quality safets flow control and conservation The Water Management product porifolio includes professional grade water control
and safety water distribution and drainage finish plumbing and site works products for primanly nonresidential bwnldings and
flow control products for water and wastew ater treatment infrastructure marhets Our products are marketed and sotd under widely
recognized brand names including Zurn® Witkins® and VAG®

Over the past century. the busingsses that comprise our Water Management platform have established themselves as
mnovators and leading designers manufacturers and distributors of mghly engineered products and solutions that control the flow
dehvers treatment and conservation of water to the infrastructure imstitutional and commercial construction and to a lesser
extent the residential construction end marhets Segments ofthe infrastructure end market include municipal water and wastewater
transportation and hydropower Segments of the imsututional construction end market mclude government health care and
education Segments of the commercial construction end market include lodging retail diming sports arenas and warchouse/
office The demand for our Water Management products 1s primarily dniven by new infrastructure the retrofit of existing structures
(to make them more energy and water efficient) and new commercial and inshitutional building construction

Our Water Management products are principally specificanon-driven and project-critical and typacally represent a low
percentage of the overall project cost We helicve these characteristics coupled with our extensive distribution network create a
high level of end-user loyalty for our products and allow us to maintain leading market shares in the majority of our product lines
We believe we have become a market leader in the industry by meeting the stringent country specific regulatory building and
plumbing code requirements and subsequently achieving specification of our products into projects and applications The majority
of these stingent testing and regulatory approval processes are completed through the Foundation for Cross-Connection Control
and Hydraulic Research at the Umiversity of Southern Cahfornia the International Association of Plumbing and Mechanical
Officials ( [APMO ) the National Samitation Foundation ("NSI' ) the Plumbing and Drainage Institute { PDI™) the Underwriters
Laboratories ( UL ) Factory Mutual { FM™) the American Waterworks Assocration { AWWA ) Deutscher Verem des Gas- und
Wasserfachese V ( DVGW ) Umwelt Bundesamt { UBA ) Water Regulations Advisory Scheme ( WRAS ) ANCOR Groupe
( NF ) Durection generale de la Sante ( ACS ) and Keurings Instituut voor Waterieiding Artikelen { KIWA )} prior to the
commerciahzanon of our products

Our Water Management platform has an cxtensive sales and marketing network spanning 49 countries, which consists
of approximately 1 000 independent sales representatives across 240 sales agencies in addition to 200 direct sales and marketing
associates who work with local engineers contractors builders and architects to specify our products for use in construction
projects Specifically 1t has been our experience that once an architect engineer contractor or owner has specified our product
with sausfactory results that person will generally continue to use our products in future projects The inclusion of our products
with project specifications combined with our ability to innovate engineer and deliver products and systems that save time and
money for cngineers contractors butlders and architects has resulted in growing demand for our products Qur distributton model
15 predicated upon mamntaiming high product availability near our customers We believe that this model provides us with a
competitive advantage as we are able to mcct our customer demand with local inventory at significantly reduced lead times as
compared to others in our mdustry

Qur Markets

We evaluate our competitive position in our marhets based on available market data relevant benchmarks compared to
our relative peer group and industry trends We generally do not parucipate in segments of our served markets that have been
commoditized or 1n applications that do not require differentiation based on product quahity rehability and snnovation 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 charactenistics

Process & Monon Controf Market

The market for Process & Mouon Control products 1s very fragmented with mest participants having single or hmited
product lines and serving specific geographic markets While there are numcrous competitors with hmited product offerings there
are only a few national and international competitors of a size comparable 10 us While we compete with certain domestic and
internauional competitors across a portion of our product lines we do not beheve that any one compeutor directly competes with
us across each of our product line categories The industry's customer base 1s broadly diversified across many sectors of the
economy We believe that growth in the Process & Motion Control market 1s closely tied to overall growth in industnial producuon
which we beheve has fundamental and significant long-term growth potential In addition we believe that through mnovating to
meet the changes in customer demands and focusing on higher growth end-marhkets Process & Motion Control can grow at rates
faster than overall United States industrial production




The Process & Motion Control market 1s also characterized by the need for sophisticated engineering experience the
abihity 10 design and produce a broad number of niche products with short lead tmes and long-standing cusiomer relationships
We belicve entry into our markets by competitors with lower labor costs including foreign competitors will be hmited due to the
fact that we manufacture highly specialized niche products that are critical components 1n 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 1o capture additional market share

Water Management Market

We belicve the markets in which our Water Management platform participates are relatively fragmented with competitors
across a broad range of industries sectors, and product hnes Although competition exists acress all of our Water Management
businesses we do not believe that any one competitor directly competes with us across all of our product hnes We believe that
our served marhets are growing long term at relatively strong rates and that the grow ing demand for water conservation quaiity
and safety can potenually support market growth above that of overall Umited States industnal productton  We believe that we
can conttnue 1o grow our plaiform at rates above the growth rate of the overall market and the growth rate of our competition by
focusing our efforts and resources towards end markets that have above-average growth characterisucs

We believe the arcas of the Water Management industry 1n which we compete are tied to growth in infrastructure
commercial and institutional construction which we believe have significant long-term growth fundamentals Historically the
infrastructure commerctal and nstitutional construction sectors have been more stable and less vulnerable to down-cy cles than
the residential construction industry Compared with residential construction cycles dow nturns ininfrastructure commercial and
institutional construction have been shorter and less severe and upturns have lasted longer and had higher peaks in terms of
spending as well as units and square footage In addition we believe that water management manufacturers with inovative
products like ours are able to grow at a faster pace than the broader infrastructure commercial and institutional construction
marhets as well as miigate ¢y chical downturns

[ he Water Management industry's specificauon-driven end-mark ets require manufacturers to work closely with engineers,
contractors builders and architects in local markets to design specific applications on a project-by -project basis As a result
building and maintamming relationships with architects engincers contractors and builders who specify products for use in
construction projects and having flexibility in design and product innovation are cntical to compete effectively m the marhet
Companies with a strong network of such relationships have a competitive advantage Specifically 11 has been our expenience
that once an engineer contractor butlder or architect has specified our product with sausfactory results that person ofien will
continue te use our products in future projects

Our Products
Process & Monon Controel Products

Qur Process & Mouion Control products are gencrally critical components in the machinery or plant tn which they operate
vet they typically account for a low percentage of an end user's total production cost We believe because the costs associated
with a Process & Motion Control product falure to the end user can be substanual end users in most of the markets we serve
focus on Process & Mouon Control products with supenior quality reliability, and availability rather than considering price alone,
when making a purchasing decision We believe that the hey to success tn our industry 15 1o develop and maintain a reputation for
quality and rehability as well as create and maintain an extensive distnibution network which we believe leads 1o a sirong preference
to replace products like-for-hke while driving recurring MRO revenues and hnking first-fit specifications to marhet share gain
Our leading Process & Mouon Control brands imclude Rexnord Rex Addax Furoflex Falk FlatTop Link-Belt Omega PSI
Shafer Stearns Thomas and lollok

Motion Control Products

We are a leading manufacturer and supplier of highly engineered mecharucal power transmission components used to
aftect and control material movement within heavy-duty process automation and diserete automaten applicanons  Our motion
control products include table top conveying chamn and related accessories gearing & gear dnves conveying equipment ndustrial
chain, and custom assembhiecs  Our Flatlop™ highly-engincered table top conveyor chain and related conveyor system accessorics
are used in discrete automation applications such as high-speed beverage-{illing operations and 1s primanly sold to the food and
beverage processing and pachaging consumerproducts warehousing and distribution automouve and parts processing industries
Gear dnives reduce the output speed and 1ncrease the torque from an electronic motor or engine to the level required to drive a
particular prece of equipment or an element of a larger mechanical system (such as a conveyor system) We produce a wide range
ofhcavy medium, and light-duty gear drives for butk and unit materialhandling mixing pumping and general geanng applications
Our conveying equipment components and industrial chain products are used primanly in heavy-duty process aulomation
applications in numerous industries 1ncluding mining construction and agriculiural equipment forest and wood products cement
and aggregates processing and hvdrocarbon processing  We also produce custom-engineered apphcatton-specific mimature
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gearboxes and motion control assembhies and components that are supphied to a vanety of end markets including aerospace and
defense medical equipment robotics semiconductor instrumentation and satellite communications

Shaft Management Products

We are a leading manufacturer and supplier of hughly engineered mechameal power transmission components used o
control, support and protect rotating shafits within process automation and discrete automation apphcations  Rotating shafis
transmit system power to the moving clements in machinery and equipment  Our shaft management products include couplings
torque hmiters electromagnetic clutches and brakes industnial bearings and shafi locking assemblies Couplings are pnimanly
used in hugh-speed high-torque apphcations and are the interface betw een two shafis that permit power to be safely and effictently
transmitted from one shaft to the other Torque limiters clutches and brakes are used 1n machinery applications to safely control
shaft engagementand stopping 1ndustrial beanings are components that support gutde and reduce the friction of motion betw een
fined and moving machine parts We pnmanly produce mounted bearings which are offered 1n a varniety of speciahized housings
1o suit specific industrial apphcations and generally command higher margins than unmounted bearings  Shaft locking assemblies
are used to secure machine shafts to hubs through a mechanical interference fit that ehminates shaft backlash and improves
transnussion of high torques and axial loads  Our shaft management products are used 1n a wide range of end marhets that include
food and beverage mining energy and power generation aggregates processing pulp and paper steel chemical forest and wood
products agricultural equpment and gencral industrial and automation

Aerospace Components

We supply our acrospace components primarily to the commercial and miluary aircraft end markets for use 1n door
systems engine accessories, cngine controls engine mounts, flight control systems gearboxes landing gear and rotor pitch
controls The majority of our sales are to engine and arframe OLMs that specify our aerospace bearing and mechamical seal
products for their aurcrafi and turbine engine platforms often based on proprictary designs capabilities and solutions We also
supply highly specialized gears and related products through our acrospace-focused build-to-print manufacturing operations

Water Management Products

Water Management products tend to be project-critical highly-engincered and high value-add and ty pically are a low
percentage of overall project cost We believe the combination of these features creates a high level of end-user lovalty remforced
by our investiments in dev eloping mnovative new product selutions Demand for these productsis influenced by regulatory building
and plumbing code requirements Many Water Management products must meet the stnngent country-specific regulatory building
and plumbing code requirements prior to the commercialization of our produets (such as IAPMO NSF UL FM PDI AWWA
DVGW UBA WRAS NF ACS and KIWA) In addition many of these products must meet detailed specifications set by water
management engineers contractors builders and architects Among our leading brands are Zurn, Wilkins" and VAG

Water Safery, Qualiy, and How Control Products

Our water safety quality and flow control products are sold under the Zurn and Wilkins® brand names and encompass a
wide range of valve products distribution and drainage products and site works products  Kev valve products include backflow
preventers fire system valves pressure reducing valves and thermostatic mixing valves [hese highly -specified and engineered
flow control devices protect and control the potable water supply and emergency water supply within a building or site Designed
to meet the stringent requirements of tndependent test labs such as the Foundatien for Cross Connection Control and Hydraulic
Rescarch at USC NSF UL and M they are sold into commercial mnstitutional and industnial new construction and retrofit
applications as well as the fire protecuon waterworks and irngation end markets

Engineered water distnibution solutions that protect human health and gravity drainage products that protect the
environment are sold under the Zurn brand and are typically required in the early stages of a construction or retrofit project when
potable water and non-potable water distribution and drainage systems arc installed  Specaificavon dramage products include
point drans (such as roof dramns and floor drains) hydrants fixture carrier systems and chemical drainage systems that are used
to control storm water process water and potable water in various commercial nstitutional industrial civil and irngation
applications Water distribution products include PEX piping valves fittings andinstallation tools PEX tubimg 1s manufactured
from cross-linked polyethylene and 1s designed for high temperature and pressure flnd distribution piping apphications for both
potable water and rachant heating systems in the restdential and nonresidential construction industries These systemsare engineered
to meet stringent NSE and AS1M standards helping water professionals provide safe and efficient building and sitc water
management solutions

Site works products are commonly installed within a building or on a site to manage storm water and wastewater Lincar
drainage systems are used to capture and direct storm water 1n a wide variety of commercial institutional industrial and
transportation infrastructure apphcations  Our wastew ater pre-treatment products include o1l and grease interceptors and separators
acid neutrahizaton sy stems and remote monitoring sy stems and are marketed under the Zurn and Green Turtle brands  Interceptors
are used 1o separate and capture fats oi1ls and greases from wastewater before 1t 15 discharged into the mumicipal wastewater
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collection system Our proprietary designs are primartly fabricated from fiberglass reinforced polyester which we beheve 1s
ganing marhet share from tradinonal concrete products due to 1ts reliability service hife ease of service and lowest cost of
ownership Applicationsinclude restaurants and institutional foodservice operations office butldings, hotels entertainment venues
schools grocery and convenience stores awports vehicle service garages and fleet operations and maintenance facilities, acid
neutrahzation systems are primarily used in schools hospitals and laboratones

Water Conservation Products

Water conservation products are typically required in the latter stages of a construetion or retrofit project, when interior
spaces are being outfitted with fixtures valves and faucets Zurn's finish plumbing products include manual and sensor-operated
flush valves marketed under the Aquaflush* AquaSense® and AquaVantage® names and heavy duty commercial faucets marketed
under the AquaSpec’ name Innovative water conserving fixtures are marketed under the EcoVantage® and Zurn One™ nanies
These products are commonly used 1n office buildings schools, hospitals airports sports faciliies convention centers shopping
malls, restaurants and industrial production buldings 1he Zurn One Systems* integrate valve and/or faucet products with fixtures
into complete, easily customizable plumbing systems, and thus provide a valuable time 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 1n new construction and retrofit bathroom fixture 1nstallations

Water and Wastewater Infrastructure Products

Our water and wastewater products are primarily sold under the VAG* GA* and Wilkins' brand names and are used to
control the flow of water and wastewater throughout the water cycle from raw water through collection storage distnbution and
wastewater treatment These products are highly specified designed and engineered many include proprietary design features
that provide differentiated component performance and enhanced system rehability Products include automatic control valves
check valves air valves, butterfly valves hydrants, acluation systems and other spectalized products for municipal industrial
and hydropower applications Qur comprchensive preduct range 1s primarily sold into the growing and less-cyelical water supply
and treatment markets worldwide

Acquisttions and Divestitures

Mergers and acquisitions are a critical part of the Rexnord growth strategy Our strategy s to build around our global
stratcgic platforms by acquiring leading industrial manufacturing companies in attractive marhets with businesses that we believe
will benelit from the Rexnord Business System to increase customer satisfaction revenue growth and operating margins  In our
last three fiscal years wc have completed several acquisitions within our Process & Motion Control and Water Management
platforms focused on expanding our product portfolio and global presence 1n the end markets we serve those acquisiions are
further described below The purchasc price for the below transactions is stated net of cash acquired and excludes transaction
costs

Process & Motion Control

= January 12 2015 - We acquired Euroflex Transmissions (India) Private Limued ("Euroflex) an India-based supplier of
high performance disc couplings used in power generation gas compression and industrial process machinery applications
for a cash purchase price of $76 0 milhon

«  October 30 2014 - We acquired Tollok S p A ("Tollok") an ltaly-based suppher of highly engineered shaft locking
devices for the power generation and process industries, as well as general industnal apphications for a cash purchase
price of $39 2 million

»  December 16, 2013 - We acquired Preciston Gear Holdings LLC ( PGH ) for a cash purchase price of $77 1 milhon
PGI1 with operations in Antigo, Wisconsin and Twinsburg Ohio, 1s a build-to-print manufacturer of ugh-quality gearing
and highly specialized gearboxes and gears to the North American 01l and gas. aerospace and other industrial marhets

*  August21 2013 - We acquired certain assets of Micro Precision Gear Technotogy Limited { "Micro Precision”) a Umited
Kingdom-based burld-to-print manufacturer of specialty gears and electric motor components primarily sold to the
acrospace marhet for a cash purchase price of $22 2 miflion

Water Management

« Apnl15 2014 - We acquired Green Turtle Technelogies Ltd  Green Turtle Americas Ltd and Filamat Composites Inc
(collecuvely, "Green lurtle™). a Canada-based manufacturer of branded fiberglass o1l and grease separators and traps
for a total cash purchase price of $27 7 million

- August 30 2013 - We acquired certain assets of L W Gemmell ("LWG") a distnibutor of nen-residential plumbing
products based in Austraha for a tolal cash purchase price of $8 2 million




*  Apnil 26 2013 - We acquired Klamflex Pipe Couplings Lad ("Klamflex™) a South Africa-based manufaciurer of pipe
couplings flange adapters dismanthng joints and repair clamps for a total cash purchase price of $4 5 million

In addition 1o making acquisitions we from ume to time review our operations to determine whether 1t would be 1n our
1nterest to divesi of certain non-core or non-strategic businesses  Informatton regarding divesutures within our Process & Motion
Control and Water Management platforms during the last three fiscal vears are included below

FProcess & Motion Control

*  Durnng fiscal 20135 we ceased operations on our non-core Mill Products business which conducted its operations n the
United States and Austrahla We have no continuing involvement in the business subsequent to the sale and histoncal
results are presented as a discontinued operation in our consolidated financial statemenis Refer to [tem 8 Note 4
Discontinued Operations for additional information

Water Management

»  Dunng the fourth quarter of fiscal 2016 we made the decision o exut product hnes sold under the Rodney Hum®
Fontame® tradename  The exit of this non-sirategie product Iine also resulied i the recogrition of various non-cash
charges related to the impairment of property and equipment impatrment of imangible assets and other exit related costs
associated with this product line  Refer to Item 8 Note 5 Restructuning and Other Similar Charges {or addinonal
information

Customers
Process & Motion Control Customers

Our Process & Motion Centrol components are enther incorporated 1into products sold by OEMs or sold to end users for
their MRO requirements either directly 1n certain regions or more commonly through industrial disinbutors as aftermarket
products While approxmmately 49% of our Process & Motion Control net sales are through our distnibution partners QOEMSs and
end users ulumately drive the demand for our Process & Mouon Control products With approsimately 2 300 distributor locations
worldwide we have one of the most extensive distnbution networks in the industry  [he largest of our Process & Motion Conirol
industrial distributors which 15 also our largest customer accounted for approsvimately 8 4% 8 9% and 7 8% of consolidated net
sales during the fiscal years ended March 31 2016 2015 and 2014 respectively

Rather than serving as passive conduits for delivery of product our industrial distnibutors participate 1n the overall
competitive dynamic in the Process & Motion Control industry Industrial distributors play a role in determining which of our
Process & Motion Control products are stocked at their distributor centers and branch locations and consequently are most readily
accessible to MRO buyers and the price at which these products are seld

We market our Process & Motion Control products both to OLLMSs and directly 1o end uscrs o create preference of our
products through end-user specification We believe this customer preference 1s important in differentiaung our Process & Motion
Contro! products from our competitors’ products and prescrves our abihty to create channel partnerships where distributors will
recommend Rexnord products to OEMSs and end users In some mstances we have cstabhished a relationship with the end user
such that we, the end user and the end user's preferred distributor enter into a nlateral agreement whereby the distnibuter wall
purchase our Process & Motion Control products and stock them for the end user We believe our extensive product portfolio
positions us to benefit from the trend tow ards rationalizing supplicrs by industnial distributors

Water Management Customers

Our water safety quality {low control and conservation products are sold for new construction remodeling and retrofit
applications to customers 1n our commercial construction mstitutional infrastructure and residentral construction end markets
and are disinbuted through independent sales representatives plumbing wholesalers and industry-specific distnbutors in the
foodservice industrial janitorial and sanitation industries Our independent sales representatives work with architects engineers
building owners and operators contractors and builders to specify our water safety quality flow control and conservation products
for their use and with w holesalers to assess and meet the needs of buillding contractors in construction projects They also combine
know ledge of our products 1nstallation methods and delivery availatnlity with knowledge ofthe local markets to provide contractors
with value-added service We use several hundred independent sales representatives along with a network of regional distribution
centers and third-party warehouses to provide our customers with same-day service and quich response times

Water and w astewater end users pnmanly consist of municipalities Our independent sales representanves as well as
approximately 200 direct sales and marketing associates work with these end users as well as therwr general contractors and
engineenng firms to provide them with the engineered solutions that meet therr needs VAG* GA* and Wilkins® benefit from
strong brand recognition 1n the industry which 1s further bolstered by a strong customer propensity to replace hke-for-like
products
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In addition to our domestic Water Management manufacturing facthties we have mamntained a global network of
ndependent sources that manufacture high qualbty lower-cost componcent parts for our commercial institetional infrastructure
and residenual products These sources fabricate parts 1o our specifications using our proprictary designs which cnables us to
focus on product engineering assembly testing and quality control By closely monitoring these sources and through extensive
product testing w e are able to maintain product quahity and be a cost-competitive producer of commercial and insututional products

Product Development

The majonty of our new product development begins with our extensive  Voice of the Customer operating philosophy
We have a team of approaimately 350 engineers and technical employ ees who are organized by product ine Each of our product
lines has techmcal staff responsible for product development and application support [he Rexnord Innovation Center provides
additional support through enhanced capabilities and specialy experuse that can be vtilized for product innovation and new product
development The Rexnord Innovation Center 1s a certified Jab comprised of appronimately 30 specialists that offers 1esting
capabihty and design support during the development process to all of our product lines Our existing pipehne and continued
mnvestment in new product development are expected to drive revenue growth as we address hey customer needs

In both of our Process & Motion Control and Water Management platforms we have demonstrated a commiiment 1o
developing technologically advanced products within the industries we serve In the Process & Mouion Control platform we had
approximately 200 and approsamately 300 acuve Unued States and foreign patents respectively asof March31 2016 Inaddiuon
we thoroughly test our Process & Motion Control products to ensure their quality understand their wear charactenistics and improve
therr performance These practices have enabled us together with our customers 1o develop reliable and functional Process &
Motion Control solutions In our Water Management platform we had approximately 200 and approsimately 100 acuve United
States and foreign patents respectively as of March 31 2016 Product innovation 1s crucial in the commercial and institutional
plumbing products markets because new products must continually be developed to meet speaifications and regulatory demands
Zurn's plumbing products are known 1n the industry for such innovation During fiscal 2016 2015 and 2014 our total investment
n research development and engineering was $37 2 million $38 8 million and $4) 4 miilion respectively or approaimatcly 2%
of net sales

Rexnord Business System (“RBS”)

We operate our Company 1n a disciplined way The Rexnord Business System 1s our operating philosophy and it creates
ascalable process-based framework that focuses on driving supenior customer satisfaction and financial results by largeting world-
class operating performance RBS 15 based on the following principles (1) strategy deployment (a long-term strategic planning
process that determines annual improvement priorities and the actions necessary to achieve those priorities), (2) measuring our
performance based on customer sausfaction orthe Voice of the Customer (3} 1nvolvement of all our associates in the execution
of our strategy . and (4) a culture that embraces Kaizen the Japanese philosophy of continuous improvement We belicve applying
RBS can vield superior growth quality delivery and cost positions relative to our competition resulting in enhanced profitability
and ulumately the creanon of stockholder value As we have applied RBS over the past several years we have expenienced
sigmificant improvements in growth productivity cost reduction and asset efficiency and believe there are substantial opportumities
o continue 10 improve our performance as we continue to apply RBS

Supphers and Raw Materals

The principal materials used in our Process & Motion Control and Water Management manufacturing processes are
commocties and components available from numerous sources [he key matenals used 1n our Process & Motion Control
manufactunng processes include sheet plate and bar sieel casungs forgings high-performance engineered plastic and a vanety
of components Within our Water Management platform we purchase a broad range of matenials and components throughout the
world 1n connection with our manufacturing activitics that include bar steel brass, castings copper zainc forgings plate steel,
high-performance engineered plastic and resin Our global sourcing strategy 15 to maintamn alternate sources of supply for our
important materials and components wherever possible within both our Process & Motion Control and Water Management
platforms Historically we have been able Lo successfully source materials and consequently are not dependent on a single source
for any significant raw matenial or component As aresult we believe there 15 a readily available supply of matenals in suffictent
quantity from a variety of sources to serve both our short-term and long-term requirements Additionally we have not experienced
any significant shortage of our key materials and have not historically engaged in hedging transactions for commodity supplies
We generally purchase our matenials on the open market However in certain situations we have found 1t advantageous to enter
nte contracts for certain commodity purchases Altheugh currently we are not a party to any unconditional purchasc obhgations
including take-or-pay contracts or through-put contracts these contracts generally have had one to five-year terms and have
contained compettive and benchmarking clauses to ensure competitive pricing



Backlog

Our backlog of unshipped erders was $409 million and $443 mullion as of March 31 2016 and March 31 2015
respectively As of March 31 2016, approximately 16% of our backlog was scheduled 1o ship beyond fiscal 2017 Also see Risk
Factor titled  The loss or financal instabihity of any sigmficant customer could adversely affect our business financial condition
results of operations or cash flows within Part [ Item 1A of this report for more information on the risks assoeiated with backlog

Seasonality

We do not experience significant seasonality of demand for our Process & Motion Control producis although sales
generally are slightly higher during our fourth fiscal quarter as our customers spend against recently approved capital budgets and
perform maintenance and repairs in advance of spring and summer activity Qur Process & Motion Control end markets also do
not experience signficant scasonahty of demand

Demand for our Water Management products 1s primarily driven by commercial construction activity, remodeling and
retrofit opportunities and to a lesserextent new home starts as well as water and wastewater infrastructure expansion for municipal
industrial and hydropower applications Accordingly weather has an impact on the seasonality of certain end markets With the
excepilon of our remodehing and retrofit opportunities, weather 15 an important variable as 1t sigmficantly impacts construction
Spring and summer months 10 the Unuted States and Europe represent the main construction season for increased construction in
the commercial institutional, and infrastructure markets. as well as new housing starts As aresult, sales generally decrease slightly
in the third and fourth fiscal quarters as compared to the first two quarters of the fiscal year The autumn and winter months
generally impede construction and installation activity

Our busness also depends upon general economic conditions and other market factors beyond our control, and we serve
customers 1 cyclical industries As a result our operating results could be negatively affected during economic downturns See
Rusk Factor titled "General economic financial market weahness as well as overall challenging market cycles may adversely affect
our financial condition or results of operations  within Part | Item 1A of this report for more informanon on the nsks associated
with general economic conditions

Employees

As of March 31 2016 we had approximately 7,700 cmployces, of whom approximately 4,200 were employed 1n the
United States Approxmmately 500 of cur United States employees are represented by labor umons The five United States collective
bargaining agreements to which we are a party have expiration dates between August 2016 and October 2019 Additionally
approximately 1 900 of our employees reside in Europe where trade union membership 1s common We believe we have a strong
rclationship with our employees including those represented by labor umens

Environmental Matters

Our operations and facihities worldwide are subject to extensive laws and regulations related to pollution and the proteciion
of the environment health and safety, including those governing. among other things emissions to air discharges to water the
generation handhng storage, treatment and disposal of hazardous wastes and other materials, and the remediation of contaminated
sites A failure by us to comply with applicable requirements or the permits required for our operations could result in civil or
cniminal fines penaluies, enforcement actions third-party claims for property damage and personal injury, requirements to clean
up property or to pay for the costs of clcanup or regulatory or judicial orders emoiming or curtailing operations or requiring
corrective measures including the installation of poliution control equipment or remedidl actions

Some environmental laws and regulauions impose requirements to investigate and remediate contamination on present
and former owners and operators of facilities and sites. and on a potentially responsibie party ('PRP ) for sites to which such
parties may have sent waste for disposal Such hability can be imposed without regard to fault and under certain circumstances
may be joint and several, resuling in one PRP being held responsible for the entire obhgation Liability may also include damages
to natural resources On occasion we are involved in such mvestigations and/or cleanup and also have been or could be named
as a PRP 1n environmental matters
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ITEM 1A RISK FACTORS

We have 1dentified the following material nisks to our business The risks described below are not the only nisks facing
us Additional nsks and uncertainties not currently known to us or those risks we currently view to be immaterial may also
matenially and adversely affect our business financial condition or results of operations If any of these rishs materialize our
business financial condition results of operations or cash flows could be materially and adversely affected

Strategic Risks

Strategic risk relates 1o the Company's business plans and strategies including the nisks associated with competitive
threats the global macre-environment 1n which we operate, inlernational uncertainties, restructuring imiatives, mergers and
acquisitions protection of intellectual property, and other risks mcluding customer concentration reliance on independent
distributors and retention of key personnel

The markets in which we sell our products are highly competitive

We operate in highly competitive markets in both of our platforms Some of our competitors have achieved substantially
more market penctration in certain of the markets in which we operate  Some of cur competitors are larger and may have greater
financial and other resources than we do. and our competitors may adopt more aggressive sales policies and devote greater resources
to the development, promotion and sale of their products than we do all of which could result in a loss of customers and in turn
adversely affect our results of operations

We operate 1n highly fragmented markets within the Process & Motion Control platform As a result we compete against
numerous companies Competition 1n our business lines 15 based on a number of considerations including product performance,
cost of transportation 1n the distribuuion of products. brand reputation quality of chent service and support product availabihity
and price Addiuonally some of our larger customers are attempting to reduce the number of vendors from which they purchase
in order to mcrease their efficiency 1 we are not selected to become one of these preferred providers we may lose access to certan
sections of the markets in which we compete Our customers increasingly demand a competitively priced broad product range and
we must continue 1o develop our expertise in order to manufacture and market these products successfully To remain competitive,
we will need to invest continuously 1n manufacturing, customer service and support marketing and our distribution networks We
cannot assure that we will have sufficient resources to continue to make these investments or that we will maintain our competitive
position within each of the markets we serve

Within the Water Management platform we compete against both large international and national rivals as well as many
regional competiters  Sigmficant competition 1n any of the markets in which the Water Management platform operates could
result in substanuial downward pressure on product pricing and our profit margins thereby adversely affecting the Water
Management financial results Furthermore. we cannot provide assurance that we will be able to maintain or increase the current
market share of our products successfully 1n the future

General economic financial market weakness, as well as overall challenging market cycles, may adversely affect our
Jinancial condition or results of eperations

Our business operations have been adversely affected in recent years by volaulity and weaknesses 1n the global economy
and financial markets A weakeming of current conditions or a future downturn may adversely affect our future results of operations
and financial condiion Weak challenging or volatile economic conditions in the end-markets businesses or geographic areas 1n
which we sell our products could reduce demand for products and result 1n a decrease n sales volume for a prolonged period of
time which would have a negative impact on our future results of operations

Our financial performance depends n large part on conditions in the markets that we serve 1n the U S and the global
cconomy generally Some of the industries we serve are highly cyvclical such as the aerospace, energy and industrial equipment
industries We have undertaken cost reduction programs as well as diversified our markets to mitigate the effects of economic
downturns however, such programs may be unsuccessful Any sustained weuakness in demand or downturn or uncertainty n the
cconomy generally would materially reduce our net sales and profitability

For example sales to the construction industry are driven by trends in commercial and residential construction housing
starts and trends 1n residential repair and remodehing Consumer confidence weather conditions mortgage rates credit standards
and availabihity of consumer credit and income levels play a sigmificant role in driving demand in commercial and residential
construction, repair and remodeling sector A drop or weakness 11 consumer confidence prolonged adverse weather conditions
lack of availability or increased cost of credit, credit standards or unemployment could delay a recovery of commercial and
residential construction levels and have a matenal adverse effect on our business financial condition results of operations or cash
flows This may express itself in substantial downward pressure on product pricing and our profit margins. thereby adversely
affecting our financial resuits

Addiuonally, many of our products are used in the energy, miming and cement and aggregates markels Recent reductions
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and volatility in the prices of petreleum-related products and certain other mined raw materials costs have adversely affected the
energy and mining industnes reducing their capital invesiments and the demand for certain of the Company’s products Some
customers may defer or cancel anticipated expendiures projects or expansions unttl such time as these projects will be profitable
based on the underlying cost of commodities compared to the cost of the project  Weakness in those marhets may also affect
pricing of our products that are sold for use tn those markets

Volauhty and chsruption of financial markets as i recent years could hmit the ability of our customers to obtain adequate
financing 10 maintain aperattons and may cause them 10 terminate existing purchase orders reduce the volume of products they
purchase from us 1n the future or impact their abihity to pay their receivables Adverse economic and financial market conditions
may also cause our suppliers to be unable to meet their commitments to us or may cause supphers to make changes in the credit
terms they extend to us such as shortening the required payment penod for outstanding accounts recervable or reducing or
ehiminating the amount of trade credit availlable to us

The loss or financtal instabiity of any significant customer or customers accounting for our backlog could adversely affect
our business, financial condition, results of operations or cash flows

A substantial part of our business 1s concentrated with a few customers, and we have certain customers that are sigmficant
to our business During fiscal 2016 our top 20 custemers accounted for approximately 37 6% of our consolidated net sales, and
our largest customer accounted for 8 4% of our consolidated net sales The loss of one or more of these customers or deternioration
1n our relationship with any of them could have a material adverse effect on our business financial condition results of operations
or cash flows

Our contracted backlog 1s comprised 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 significant adverse effect on our net sales profitability
and cash flow Our customers may in the future default on their obligations to us due to banhruptey lack of hquidny operational
failure or other reasons deriving from the general cconomic environment or circumstances affecting those customers in particular
i a customer defaults on 1ts obhgations to us 1t could have a materal adverse effect on our bachlog business financial condition
results of operations or cash flows AsofMarch 31 2016 approvimately 16% of our backlog was scheduled to ship bevond fiscal
27

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

In addition to our own direct sales force we depend on the services of independent distributors to scll our Process &
Motion Control products and provide service and afiermarhet suppon to our OEMs and end users We rely on an extensive
disiribution network with nearly 2 300 distributor locations nationwide, however for fiscal 2016 approximately 25% of our
Process & Motion Control net sales were generated through sales 1o three of our key independent distributors the largest of which
accounted for 15% of Process & Motion Control net sales Water Management we depend on a network of scveral hundred
independent sales representatives and approvimately 60 third-party warehouses to distribute our products however for fiscal
2016 our three hey independent distributors generated approsamately 28% of our Water Management net sales with the largest
accounting for 16% of Water Management net sales

The loss of one of our kev distributors or of a substantial number of our other distributors or an increase 1n the distnbutors’
sales of our compeutors' products 10 our customers could have a material adverse effect on our business financial condition
results of operations or cash flows

Our international operations are subject to uncertanties, which could adversely affect our business, financial
condwron, results of operations or cash flows

Our business 15 subject to certain risks associated with doing business internationally A significant portion of our sales
are nternational approvimately 32% of our total net sales in fiscal 2016 onginated outside of the U S Addiienally we have
signmficant manufacturing operations cutside of the U S Accordingly our future results could be harmed by a vanety of factors
relating to global operations including

. fluctuations in currency exchange rates particularly fluctuations in the Euro against the U S dollar
. foreign exchange controls

. comphance with export controls and trade comphance regutations

. tariffs or other trade protection measures and import or export licensing requirements,

. changes 1n tax laws

. interest raies,

. differences in business practices in various countrics,

. changes and differences 1n regulatory requircments in countries in which we operate or make salcs,
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. differing labor regulations practices and standards,

. requirements relating to withholding taxes on remittances and other payments by subsidiarics,

. restrictions on our ability to own or operate subsidiaries make investments or acquire new businesses 1n these
Jurisdictions,

. restrictions under U S tax laws and other laws on our ability to repatriate dividends from our foreign subsidaries
and

- exposure 10 habihties under anti-corruption laws in various countries wcluding the U S Foreign Corrupt

Practices Act of 1977 ("FCPA™)

As we continue to expand our business globally our success will depend 1n large part. on our ability to anticipate and
cffectively manage these and other nisks associated with our international operations However, any of these factors could have a
maternial adverse effect on our intemational operations and consequently our business financial condition results of operalions
or cash flows

We may be unable to realize intended benefits from our cost reduction, restructuring and divestiture efforts, and as a result
our profitability may be hurt or our business otherwise mught be adversely affected

In order to operate more efficiently and control costs we undertahe from time to time restructuring plans which include
global facility consolidations product rationahizations, workforce reductions and other cost reduction inhatives We also choose
to divest operations which we no longer behieve are additive or complementary to our platforms or sirategic direcien These plans
are intended to reduce operating costs 10 modify our footprint to reflect changes 1n the marhets we serve to reflect changes in
business focus and/or to address overall manufacturing overcapacity including as a result of acquisiions We may undertake
further restructuring actions work force reductions or divestitures 1n the future These types of activities are complex If we do not
successfully manage our current restructuning activities or any other restructuring activities or divestitures that we may undertake
in the future expected efficiencies. benefits and cost savings might be delayed or not realized and our operations and business
could be disrupted

Inaddition as aresult of such actions, we expect to incur restructuring expenses and other charges, which may be material
and may exceed our estimates Several factors could cause restructuring or divestiture activities to adversely affect our business
financial condition and results of operations These include potential disruption of our operations and other aspects of our business
Employee morale and productivity could also suffer or result in unintended employee atirition These activities require substantial
management time and attention and may divert management from other important work or result m a failure to meet operational
largets Divestures may also give rise to obligations to buyers or other parties that could have a financial effect after the transaction
1s completed Morcover we could encounter changes to or delays inexecuting any restruciuring or divestiture plans any of which
could cause further disruption and additional unanticipated expense

Inability 1o wennify, or effectively integrate, acquisitions could adversely affect our business, financial condition, results of
operations or cash flows.

We cannot ensure that suitable acquisition candidates w1l be identified and acquired in the future that the financing of
any such acquisition will be available on satisfactory terms that we will be able to complete any such acquisition, that we will be
able 10 successfully integrate any acquired business or operations or that we will be able to accomplish our strategic objectives
as a result of any such acquisition Nor can we ensure that our acquisition strategies will be successfully received by customers
or achieve their intended benefits

Acquisitions are often undertaken to improve the operating results of either or both of the acquirer and the acquired
company and we cannot ensure that we will be successful in this regard We cannot provide any assurance that we will be able to
fully realizc the intended benefits from our acquisitions We have encountered and may encounter, various rishs 1n acquiring other
companies mcluding the possible nability to integrate an acquired business nto our operations potential fallure to realize
anucipated benefits, diversion of management's attention ssues in customer transitions potential inadequacies of indemniues
and other contractual remedies and unanticipated problems nisks or habiliies including environmental some or all of which
could have a material adverse effect on our busincss, financial condiuon results of operations or cash flows

The inabihity to adequately protect mntellectual property, or defend against infringement claims brought against us, could
adversely affect our business

We attempt to protect our mtellectual property through a combination of patent, trademark copynght and trade secret
protection as well as third-party nondisclosure and assignment agreements We cannot assure that any of our applications for
protection of our intellectual property rights will be approved and maintained or that our competitors will not infringe or successfully
challenge our intellectual property nghts We also rely on unpatented propretary technology It 1s possible that others will
independently develop the same or similar technology or otherwise obtatn access to our unpaiented technology To protect our
trade secrets and other proprietary information we require employees, consultants and advisors to enter into confidentiality
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agreements We cannot assure that these agreements w1l provide meamingful protecuon for our trade secrets know-how or other
proprietary information n the event of any unauthorized use misappropriation or disclosure 1 we are unabie to maintain the
proprietary nature of our technologies our ability to sustain margins on some or all of our products may be affected which could
have a matenal adverse effect on our business financial condition results of operations or cash flows In addition in the ordinary
course of our operations from time to time we pursue and are pursued 1n potenual htigauon relating to the protection of certain
intellectual properiy nights 1ncluding some of our more profitable products An adverse ruling in any such litigation could have
a matenal adverse effect on our business financial condition results of operations or cash flows

Our inabdity to attract and retain key personnel may adversely affect our business

Our success depends on our ability to recruit retain and develop highly-shilled management and key personnel
Compeution for these persons in our industry 1s intense and we may not be able to successfully recruit train or retain quahfied
personnel or to effectively implement successions to emisting personnel [fwe fail to retain and recruit the necessary personnel
or arrange for successors to key personnel our business could matenally suffer

Terrorism, conflicts and wars may matenially adversely affect our business, financial condition and results of operations

As a global company with a large international footprint we are subject to increased rnish of damage or disruption to us
our employees faciiities partners suppliers distributors resellers or customers due to acts of terronsm political conflicts and
wars 1n multiple locations around the world The potential for future attacks the nauonal and imernational responses to attachs
or percen ed threats to national securiiy and other actual or potential actions conflicts or wars have created and will continue 1o
create economuc and polittcal uncertainties In addition as a global company with headquarters and significant operations located
mthe US actions against or by the U S may particularly impact our business or employvees Although 1t 1s impossible to predict
the occurrences or consequences of any such events they could result in disruptions to our operations decreases in demand for
ourproducts difficulty or impossibility 1n delivering products to our customers or recerving components from our supphiers delays
and nefTiciencies in our supply chain and rishs 1o our employces resulung in among other thungs temporanly closed facihities
travel restrictions or longer-term disruptions any of which could adversely affect our business financial conditon results of
operations and cash flows

Operational Risks

Operational risk relates 1o risks arising from innovation systems processes and ealernal or inlernal events that affect
the operation of our businesses It includes product Life cycle and execuuon information management and data protection and
secunty including cyber security supply chain and business disruption and other rishs including human resources and employee
relations

We are subject to risks associated with changing technoelogy, manufacturing techmigues, distribution channels and business
continuity, which could place us at a competttive disadvantage.

T'he successful implementation of our business stralegy requires us to continuously evolve our existing preducts and
intreduce new products to meet customers' needs in the industries we serve Our products are characterized by stringent performance
and specification requirements that mandate a high degree of manufacwuring and engineering eapertise If we tail to meet these
requirements our business could be at sk We beheve that our customers rigorously evaluate their suppliers on the basis of a
number of factors including product quality price competiiveness technical and manufacturing expertise, development and
product design capabilhity new product innovation reliability and timeliness of delivery operational flexibility customer service
and overall management Our success will depend on our ability to continue to meet our customers' changing specifications with
respect 1o these criteria We cannot ensure that we witl be able to address technological advances or introduce new products that
may be necessary to remain competitive within our businesses We cannot ensure that we can adequately protect any of our own
technological developments to produce a sustainable competitive advantage Furthermore. we may be subject to business continuity
rish in the event of an unexpected loss of a material facility or operauon We cannot ensure that we can adequately protect against
such a loss

Increases in the cost or avadability of raw materials could adversely affect our business, financial condution, results of operations
or cash flows.

Our manufacturing processes depend on third parties for raw matertals 1n particular bar steel brass castings copper
forgings high-performance engineered plastic plate steel resin sheet steel and 7inc as well as petroleumn and other carbon-based
fuel products We generally purchase our raw materials on the open market on a purchase order basis These contracts generally
have had one to five y ear terms and have contained competitive and benchmarhing clauses intended to ensure competitive pricing
While we currently mamntain alternatinve sources for most raw materials our business 1s subject to the nisk of price fluctuations
mefficiencies in the event of a need to change our supphers and delays i the delivery of and potential unavailability of our raw
materials Any such price fluctuations or delavs 1f material could harm our profitability or operations In additon the loss of a
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substantial number of supphers could result in matenal cost increases or reduce our production capacity

We do not typically enter into hedge transactions to reduce our exposure to purchase price nsks and cannot ensure that
we would be successful in recouping these increases 1f these risks were to materialize In addition 1f we are unable 1o conunue 1o
purchase our required quantities of raw maternals on commercially reasonable terms or at all or if we are unable to maintam or
enter into our purchasing contracts for our larger commodities our business operations could be disrupted and our profitability
could be impacted 1n a material adverse manner

The ongoing updates to our Enterprise Resource Planning (“ERP”) systems, as well as failures of our data security and
informanon technology infrastructure and cyber security, could cause substannal business imterruptions and/or adversely affect
our business

Utilizing a phased approach, we continue to update our ERP sy stems across both our Process & Mouon Control and
Water Management platforms If these updates are unsuccessful we could incur substantial business interruptions including the
nability to perform routine business wransactions which could have a material adverse effect on our financial performance Further
these updates may not result in the benefits we intend or be implemented on a timely basis

Inaddrion, we depend heavily on information technology infrastructure to manage our business objectives and operations
suppott our customers requirements and protect sensitive mformanion There have been significant and increasing instances of
data and security breaches malicious interference with technology systems and industrial espionage involving companies 1n
numerous ndustries While we have taken steps to maintain and enhance adcquate data secunity and address these risks and
uncertainiies by implementing additional secunity technologies internal conirols network and daia center resiliency and
redundancy and recovery processes these measures may be madequate  As a result any nability by us to successfully manage
our information systems or respond effectively 1o any attack on or interference with our systems including matters related to
system and data secunity privacy rehabihty, comphance, performance and access problems related to our systems caused by
natural disasters, security breaches or malicious attacks and any inability of these systems to fulfill their intended business purpose
could impede our ability to record or process orders manufacture and ship in a imely manner, account for and collect receivables
protect scnsitive data of the Company our customers our employ ees. our supphers and other business partners comply with our
third party obhigations of confidentiatity and care. or otherwise carry on business mn the normal course Any such events could
require significant costly remediation and could cause us to lose customers and/or revenue, require us to incur sigmficant expense
to remediate, including as a result of lcgal or regulatory claims or proceedings, or damage our reputation any of which could have
a matenal adverse effect on our business, {inancial condition, results of operations or cash flows

Weather could adversely affect the demand for products in our Water Management platform and decrease 1ts net sales.

Demand for our Water Management products 1s primarily driven by commercial construction activity, remodeling and
retrofit opportunities, and 1o a lesser extent new home starts as well as water and wastewater infrastructure expansion for municipal
industrial and hydropower applications Weather s an important vanable affecting financial performance as 1t significantly impacts
construction activity Adverse weather conditions such as prolonged periods of cold or rain blizzards hurricanes and other severe
wcather patterns could delay or halt construction and remodeling activity which could have a negative effect 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 earnings during the winter months In addition a prolonged winter season can delay construction and
remodeling plans and hamper the typical seasonal increase in net sales and earnings during the spring months

Disrupnons caused by labor disputes or organized labor activities could adversely affect our business or financial results

As of March 31, 2016, we had approximately 7,700 employees Approximately 500 of our Umted States employees are
represented by labor umions and approximately 1 900 of our employees reside in Europe where trade union membership 1s common
Although we believe that our relatuons with our employees are currently strong 1f our unmiomized workers were to engage n a
sirike, work stoppage or other slowdown 1n the future we could experience a signmficant disruption of our operations which could
interfere with our ability to deliver products on a imely basis and could have other negative effects, such as decreased productivity
and mcreased labor costs Such negative effects could have a material adverse effect on our business financial condition, results
of operauons or cash flows Inaddiuon, if a greater percentage of our workforce becomes umonized as aresult of legal or regulatory
changes which may make union orgamzing easier or otherwise our costs could increase and our efficiency be affected 1n a material
adverse manner negatively impacung our business and financial resulis Further many of our direct and indirect customers and
their suppliers, and organizations responstble for shipping our products have unionized workforces and their businesses may be
impacted by stnkes work stoppages or slowdowns, any of which 1 turn could have a matenial adverse effect on our business
financial condition results of operations or cash flows




Financial Risks

Financial risk relates to our abiliy 1o meet our financial obligations It includes our highly leveraged disposition
comphance with debt covenants access to hquidity and restricuive credit agreements

Our debt levels could adversely affect our abdity to raise addinonal capital to fund our operations, inut our abiity to react
to changes m the economy or our industry, inhubit us from making beneficial acquisinons and prevent us from making debt
semvice payments

We are a highly leveraged company Our ability to gencrate sufficient cash flow from operations to mahe scheduled
payments on our debt will depend on arange of cconomic competitive and business factors many of which arc outside our control
Our business may not generate sufficient cash flow from operations to meet our debt service and other obligations and currently
anticipated cost savings and operating improvements may not be realized on schedule or at all If we are unable to meet our
expenses and debt service and other obligations we may need to refinance all or a portion of our indebtedness on or before maturity
sell assets or raise equity 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 obhigations and impair cur liqumdity Our inability to generate
sufficient cash flow to sausfy our debt obhgations or 10 refinance our obligations on commercially reasonable terms would have
a matenal adverse effect on our business financial condition results of operations and cash flows

Our substantial indebtedness could also have other important consequences with respect to our abihity to manage and
grow our business successfully including the following

. 1t may limit our ability to borrow money for our working capital capital expenditures strategic initiatives
acquisitions or other purposes
. it may make ut more difficult for us to sausfy our obligations with respect 1o our indebtedness and any falure

to comply with the obhgations of any of our debt instruments including restrictive covenants and borrowing
conditions could result in an event of default under our credit agreement and our other indebtedness

. a substanual portion of our cash flow from operations will be dedicated to the repavment of our indebtedness
and so will not be available for other purposes

. it may hmit our flexibilty 1n planmung for or reacting to changes i our operations or business or in taking
advantage of strategic opportuniues

. we are and will conuinue to be more lighly leveraged than some of our competitors which may place us at a
competitive disadvantage,

. 1t may make us more vulnerable 1o downturns in our business or the economy,

. 1t may restrict us from making strategic acquisitions or divestitures introducing new technologies or exploiting
business opportunities, and

. along with the financial and other restrictive covenants 1n the documents governing our indebiedness among

other things may hmit our ability to borrow addinonal funds make acquisitions or capital expenditures acquire
or dispose of assets or take certain of the actions mentioned above any of which could restrict our operations
and business plans

Furthermore a substantial portion of our indebtedness including the senior secured credit facihitics and borrowings
outstanding under our accounts receivable securiization facility bears interest at rates that fluctuate with changes tn certain short-
term prevailing interest rates  [n addinon our hedging arrangements may not protect us to the extent we expect  See Part ] Item
7A. Quantitative and Qualitative Dhsclosures About Market Risk for addittonal information

Also 1n spite of the hmitauons 1n our credit agreement we may sull incur sigmificantly more debt which could intensify
the nshs described above on our business results and financial condition For more information about our indebtedness see Part
IT tem 8 Note 11 Long-Term Debt to the consolidated financial statements

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

Our credit agreement contains various covenants that limit or prohibit our ability, among other things to

. mneur or guarantee additional indebtedness

. pay dividends on our capttal stock or redeem repurchase retire or mahe distributions in respect of our capital
stock or subordinated indebtedness or make other restricted payments,

- make certain loans acquisiions capital expenditures or investments

- sell certain assets including stock of our subsidiaries

. enter imto sale and leaschach transactions,

. create or incur liens,

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

. Enter into cenain transactions with our afTiliates

18




Our credit agreement contains covenants that restrict our ability 1o take certain actions  such as incurning addwional debt
if we are unable to meet defined specified financial ratios As of March 31 2016 our first hen leverage ratio was 3 9 Failure to
comply with the leverage covenant of the credit agreement can result 1n limiting our long-term growth prospects by hindenng our
ability to incur future indebtedness or grow through acquisiions A breach of any of these covenants could result in a default under
our debt agreements Formore information sce Part 1T Item 7 "Management s Discussion and Analy s1s of I'inancial Condition
and Results of Operations-Liquidity and Capnal Resources”

I he restrictions contained in the credit agreement could

. limit our abihity to plan for or react to market conditions or meet capital needs or otherwise restrict our activities
or business plans

. restrict our announced plans io repurchase shares of our common stock

. adversely affect our ability to finance our operations 1o enter into strategic acquisitions to lund investments or
other capital needs or 1o engage 1n other business activities that would be 1n our interest, and

. limit our access to the cash generated by our subsidiaries

Upon the occurrence of an event of default under the credit agreement the lenders could elect to declare all amounts
outstanding under the semor securcd credit facilities to be immedately due and payable and terminate all commitments to extend
further crednt 1f we were unable to repay those amounts the lenders under the semor secured credit facilities could proceed aganst
the collateral granted to them to secure the senior secured credit factlities on a first- priority lien basis 1f the lenders under the
semor secured credit facilities aceclerate the repayment of borrowings such acceleration could have a matenal adverse effect on
our bustness financial condition results of operations or cash flows For a more detalled descnipuion of the limutations on our
ability to incur additional indebtedncess see Part 1l Ttem 7 "Management s Discussion and Analy sis of Financial Condition and
Results of Operations-Liguidity and Capital Resources”

Our goodwill and mntangible assets are valued at an amount that » high relative to our total assets and in excess of our
stockholders equity

As of March 31 2016 goodwill and intangible assets totaled $1 193 8 million and $520 9 million respectively and
represent a substanual portion of our assets  These assets result from our acquisitions representmg the excess of cost over the
fair value of the tangiblc nct assets we have acquired We assess at least annually whether there has been impairment 1n the value
of our goodw1ll and indefinite hived intangible assets Sigmificant negative industry or economic trends disruptions to our
business 1nabihity to effectively integrate acquired businesses unespected significant changes or planned changes to the use of
our assets, changes m the structure of our business divestitures market capitahization decltnes, or increases 1n associated discount
rates may impair our goodwill and other intangible assets Any determination requiring the impairment of goodwill or intangible
assets would ncpatively affect our results of operations particularly inthe period 1in which we take amy related charges and financial
condition

Qur required cash contributions to our pension plans may mcrease further and we could expenience a material change in the
Sfunded status of our defined benefit pension plans and the amount recorded tn our consolidated balance sheets related to those
plans Addwionally, our pension costs could increase in future y ears.

I he funded status of the defined benefit pension plans depends on such factors as asset returns marhet mnterest rates
iegislative changes and funding regulations If the returns on the assets of any of our plans were to decline in future periods. 1f
market interest rates were to dechne 1fthe Pension Benefit Guaranty Corporation( PBGC ) wereto require additional contnibutions
to any such plans as a result of acquisitions or 1f other actuarial assumpuions were to be modified our future required cash
contnbutions and pension costs to such plans could increase Any such increases could have a matenial and adverse effect on our
business financial condiion results of operations or cash flows

I he need to make contnbutions which may be substanual 1o such plans may reduce the cash available to meet our other
obligations 1ncluding our obligations under our credit agreement or to meet the needs of our business Inaddiion the PBGC may
terminate our U § defined benefit pension plans under hmnied circumstances, ineluding in the event the PBGC concludes that the
nisk may increase unreasonably 1f such plans continue Inthe eventalU S defined benefit pension plan is terminated for any reason
while 1t 15 underfunded we could be required to make an iImmediate payment to the PBGC of all or a substantial portion of such
plan's underfunding as calculated by the PBGC based on 1ts own assumptions (which might result in a larger obligation than that
based on the assumptions we have used to fund such plan) and the PBGC could place a lien on material amounts of our assets




Legal and Comphance Risks

[.epal and comphance risk relates to rishs ansing from conforrmty with external pohcies and procedures government
and regulatory compliance and ongoing environment and legal proceedings | hese include customer driven policies government
and regulatory requirements and environmental health and safety htigation These tvpes of nshs may impose additional cost on
us or cause us to have to change our business models or practices

Our failure to comply with third-party certification requirements and customer-driven policies and standards, including those
related to social responsibility, could adversely affect our reputation, business and results of operations.

Inadditionto comply ing with law s and applicable goy ernment regulations and requirements prevailing industry standards
competitive pressures and/or our customers may require us to comply with further quality soctal responsibility or other business
policies or standards before customers and prospecuive customers commence or continue doing business with us These
eapectations policies and standards may be more restrictive than current laws and regulations as well as our own pre-existing
policies they may be customer-driven established by the indusiry sectors in which we operate or imposed by third-party
organizations

Our compliance with these policies standards and third party certificauon requirements could be costly and could
In some cases require us to change the way in which we operate In addition if we faill to comply or if our comphance
ncreases our costs and/or restricts our ability to do business as compared to our competitors that do net adhere to such standards
we could experience an adverse effect on our customer relationships reputauon eperations cost structure and/or profitamlity

We are subject to changes mn legislative, regulatory and legal developments involving taxes

We are subject to U § federal and siate and other countries' and junsdictions', income payroll property sales and use
fuel and other types of taxes Changes in tax rates enactment of new tax laws revisions of tax regulations and claims or itigation
with taxing authorities may require sigmficant judgment 1n determining the appropnate provision and related accruals for these
taxes and as a result such changes could result in substantially higher taxes and therefore could have a significant adverse cffect
on our results or operauons financial condions and hquidiy In this regard the U'S  the European Union and member states
along with numerous other countries are currently engaged 1n establishing fundamental changes to tax laws affecting the taxation
of mulunational corporations Currently a significant amount of our revenue 1s generated from customers located outside of the
United States and an increasingly greater portion of our assets and employees are located outside of the U S U § income tax and
foreign withholding taxes have not been provided on undistributed earnings for certain non-U S subsidiaries because such earmings
arc intended to be indefinitely reinvested in the operations of those subsidiarics However current U S tax laws may provide
significant impediments to and tax expense upon repatnating funds 1f we would determine to do so in the future Future legislation
may substantially reduce {cr have the effect of substanually reducing) ourabihity todefer U S 1axes on profit permanently reinvested
outstde the United States Additionally any such developments in the U § or other countries could have a negative impact on our
ability to compete 1n the global marketplace

We may incur significant costs for environmental complance and/or to address labilities under environmental laws and
regulanons

Our operations and facihities worldwide are subject to extensive laws and regulations related to poliution and the protection
of the environment health and safety including those goverming among other things emisstons to air discharges to water the
gencration, handhing storage trcatment and disposal ofhaszardous wastes and other matenials and the remediation of contaminated
sites A failure by us to comply with apphcable requirements or the permits required for our operations could result 1 civil or
cnminal fines penalties enforcement actions third-party claims for property damage and personal injury requirements to clean
up property orto pay for the costs of cleanup or regulatory or judicial orders enjoining or curtaithing operations or requiring corrective
measures 1ncluding the nstallation of pollution control equipment or remedial actions

Some environmental laws and regulations impose requirements to inestigate and remediate contamination on present
and former owners and operators of facilities and sies and on potentiaily responsible parties { PRPs ) for sites to which such
parties may have sent waste for disposal Such hability can be imposed without regard 1o fault and under certain circumstances
may be jointand several resuiting in one PRP being held responsible for the entire obligation Liability mas also include damages
to natural resources On occasion we are mvolved in such investigauons and/or cleanup and also have been or could be named
as a PRPin environmental matters

| he discovery ofadditional contamuination including at acquired facihitics the imposition of more stringent environmental
health and safety laws and regulauons including cleanup requirements disputes with our insurers or the insolvency of other
responsible parties could require us to incur signuficant capital expenditures or operating costs materially in excess of our accruals
Future investigations we undertahe may lead to discoveries of contamination that must be remediated and decisions to close
facihties may tngger remediation requirements that are not currently applicable We may also face hability for alleged personal
myury or property damage due 1o exposure lo hazardous substances used or disposed of by us contained within our current or
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former products or present n the soil or groundwater at our current or former facilities We could incur significant costs 1n
connection with such lLiabiliies See Part 11 [tem 8 Note 18 Commitments and Contingencies to the consohdated financial
statements

Certain subsidraries are subject to itigation, including numerous asbestos and product habuty claims, which could adversely
affect our businesy, financial condition, resuits of operations or cash flows

Certain subsidiaries are co-defendants in various lawswits m a number of U § Jurisdictions alleging personal imjury as a
resultofexposure to asbestos that was used in cenain components ofour products The uncertanties of htigation andthe uncertainties
rclated to insurance and indemnification coverage make 1t difficult to accurately predict the ultimate financial effect of these claims
1f our insurance or indemmfication coverage 1s to cover our potential financial exposure or the actual number or value of asbestos-
related claims differs materially from our existing estimates we could incur matenial costs that could have a material adverse effect
on our business financial condion results of operauons or cash flows

In additton we may be subject to product hability claims 1f the use of our products or the exposure to our products or
their raw materials 1s alleged 1o have resuited in injury or other adverse effects We currently maintain product hability insurance
coverage but we cannot assure that we will be able to obtan such insurance on commereially reasonable terms in the future if al
all or that any such insurance will provide adequate coverage agamnst claims Product liabihty claims can be expensive to defend
and can divert the attention of management and other personnel for long periods of ume regardless of the ultimate outcome In
addition our business depends on the strong brand reputation we have developed, 1f this reputation 1s damaged as a result of a
product hability claim 1t may be dafficult to maintain our pricing positions and market share with respect to our products  An
unsuccessful product hability defense could have amaterial adverse effect on our business financial condition results of operations
or cash flows

See Pari [ ltem 8 Note 18 Commitments and Contingencies 1o the consohdated financial statements for additional details

ITEM LB UNRESOLVED STAFF COMMENTS.

None
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ITEM 2 PROPERTIES

Within Process & Motion Control as of March 31 2016 we had 45 principal manufacturing warchouse and repair
facthities as set forth below

Total Square Feet

Number of
Location Facilities Owned Leased
North Amenca 23 2617000 5 305 000
Europe 11 442 000 266 000
Asa & 292 000 39000
South Amenca 2 77000 15000
Africa 1 80 000 —

[

Austrahia — 63 000

Within Water Management as of March 31 2016 we had 26 principal manufacturing and warehouse facihities as set
forth below

Total Square Feet

MNumber of
Location Facilities Owned Leased
North Amenca 0 1 167 000 806 000
Europe 2 1,240 GO0 356 000
Asia 2 79 0600 265 000
Afnica 1 — 22000
Australia 1 —_— 26000

We believe our Process & Mouion Control and Water Management properties are suntable for their respective operations
and provide sufficient capacity for our current and future anttcipated needs
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ITEM 3 LEGAL PROCEEDINGS
Informauon with respect to our legal proceedmgs 15 contained 1in Part 1l Item 8 Note 18 Commitments and

Contingencies to the consohdated financial statements

ITEM 4 MINE SAFETY DISCLOSURES
Not applicable

* * *
Executive Officers of the Registrant

i he follow ing table sets forth information concerning our execuuve officers as of the date of this repont

Name Age Position(s) In Current
Position(s) since
Todd A Adams 45 President, Chief Executive Officer and Drrector 2009
Mark W Peterson 44 Senior Vice President and Chief Finaneial Officer 2011
Rodncy Jackson 46 Semor Vice President-Business and Corporate Development 2014
George J Powers 49 Chief Human Resources Officer 2015
Craig G Wehr 51 Group Executive, President - Zum 2013
Patricia M Whaley 57 Vice President General Counsel and Secretary 2002
kevin ] Zaba 49 Group Executive, President - Process & Motion Control Platform 2016

Information about the business experience of our executive officers during at least the past five fiscal years 15 as follows

Todd A Adams became our Presidentand Chief Executive Officer in 2009 Mr Adams joined us 1n 2004 as Vice President
Treasurer and Controller, he has also served as Sentor Vice President and Chief Financial Officer from 2008 to 2009 and as
President of the Water Management platform i 2009

Mark W Peterson became our Semor Vice President and Chief Financial Officer in 2011 Mr Peterson previously served
as Vice President and Controller of Rexnord from 2008 10 2011 and as a Reanord Divisional CFO from 2006 10 2008 Mr Peterson
15 a certified public accountant

Rodney Jackson became Semor Vice President — Business & Corporate Development in 2014 Prior to joining Rexnord
Mr Jackson was a member of Danaher Corporation s Corporate Development team most recently as Vice President of Corporate
Development and M& A lead for its product wdentification and motion platforms Prior to jeining Danaher in 2007 Mr Jackson
served 1n various rotes of increasing responsibility w 1th Pentair and worked in investment banking at Goldman Sachs Mr Jachson
started his career at Arthur Andersen

George J Powers became our Chief Human Resources Officer in Januarv 2015 Prior 1o joiming Rexnord Mr Powers
served in vartous posihions with Schneider Electric a global energy management company since 1993 most recently as Senior
Vice President 1uman Resources — Global Selutions Division from 2013 10 2015 and as Senior Vice President Human Resources
& Admimstranon — North America Operating Division from 2008 10 2012

Craig G Wehr became President of our Zurn Group in 2013 Mr Wehr previously served in vanous postiions with Zurn
Industnies LLC since 1993 including as Vice Prestdent / General Manager of Zurn Specification Dramn Operations frem 2011 to
2012 and as Zurn Group Vice President of Szles and Marketing from 2007 10 2011

Patricica M Whaley became our Vice President, General Counsel and Secretary in 2002 Ms Whaley previously served
in vanious legal positions of increasing responsibility with Rexnord and 1ts prior parent corporations including as Division Semior
Counsel for the Automation Systems Division of Invensys ple and corporate counsel for BTR Inc

KevinJ Zaba became President of our Process & Motion Control Platform in April 2016 He also served as the President
ofour Power Transmission Group from 201410 2016 Priorto joiing Rexnord Mr Zaba served in various positions with Rochwell
Awmomation Inc since 2004 most recently as Vice President — Solutiens Services & Sales in 2014 as Vice President / General
Manager — Control & Visualization Products Business from 2011 to 2014 and as Managing Director — Systems and Sclutions Asia
Pacific Region from 2008 10 2011

23




PART 11

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

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

Fiscal 2015 High Low
Fust quarter 33025 $2508
Second quarter $29 88 $26 22
Thard quarter $2995 $24 89
Fourth quarter 528 36 $24 20

Eiscal 2016 High Low
Furst quaner 82773 §2342
Second quarter $24 32 $16 60
Third quarter 52098 $1633
Fourth quarter 52063 $14 04

Asof May 12 2016 there were 101 695 697 sharcs of our commen stoch outstanding held by § holders of record We
beligve the number of beneficial owners of our common stock exceeds 1 000

Dividend Policy

We did not pay any dividends 1n fiscal 2016 or 2015 We currently intend to retain all future earnings 1f any for use 1n
the operation of our business and to fund future growth in addition our credit agreement limus our ability to pav dividends or
other disiributions on our common stock  1he decision whether to pay dividends will be made by our Beard of Dhrectors in Iight
of conditions then existing including factors such as our results of operations financial cond:tion and requirements business
conditons and covenants under any applicable borrow ing agreements and other contractual arrangements

Issuer Purchases of Equity Securities

Referto ltem 8 Note 19 Common stoch repurchases and pubhc offerings for tnformauon related to our fiscal 2016 share
repurchases There were no shares repurchased 1n the fourth quarter of fiscal 2016

Securities Authonzed for Issuance Under Equity Compensation Plans

The information required 1s incorporated by reference from the section entitled "Equity Compensation Plan Information”
in the Fiscal 2017 Prosy Statement
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Performance Graph

Set forth below 15 a line graph comparing the cumulative total sharcholder return of our common stock with the Standard
& Poor's (the "S&P") 500 Index and the Russell 2000 Index for the four-year perniod ended March 31 2016 (since our imtial
public offering) We chose the Russell 2000 Index because 1t represents companies with a market capitalization simular to that of
Rexnord We added the S&P 1500 Indusinal Index in fiscal 2016 because a poruon of our Performance Stock Umits are measured
relatve to the total shareholder return of this index Refer to Note 15 Stock-Based Compensation for additional information
The graph assumes the valuc of the investment in our common stock and each index was $100 on March 30 2012 and that all
dividends were reinvested [ he shareholder return shown on the graph below 1s not necessanly indicauve of future performance
and the indices included do not necessarily reflect management's opimion that such indices arc an appropriate measure of the
relative performance of Reanord's stock

Comparison of Four-Year Cumulative Total Returns
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ITEM 6 SELECTED FINANCIAL DATA

The following table of selccted historical financial informauon is based on our consolidated financial statements including
those included elsewhere 1n this Form 10-K  This data should be read in conjunction with ltem 7 Management s Discussion and
Analysis of Financial Conditton and Results of Operations and ltem 8 Financial Statements and Supplementary Data Our fiscal
year 1s the year ending on March 31 of the corresponding calendar year I'or example our fiscal vear 2016 or fiscal 2016 mcans
the period from April 1 2015 to March 31 2016 The Statements of Operations Other [Data and Balance Shect Data are derived

from our audited financial statements

(i millions, except share and per share amounts)
Statements of Operations

Net sales

Cost of sales

Gross profit

Selling, general and admimistrative expenses

Zum PEX loss contingences (3)

Restructuring and other similar costs

Actuanal loss on pension and postretirement benefit obligations

Amortization of iiangible assets

[ncome from operations

Nen-operating {¢xpense} income

Interest capensa net

Loss on the extingutshment of debt (6}

Less on divestiture ¢ 1)

Other mcome (expense) net (8)

Income from contmuing operasons before income taxes
Provision (benefit} for 1ncome taxes

Net income from continuing operations

{Loss) income from discontinued operations, net of tax (%)
Netincome

Non-controlhng inerest toss

Net income attributable to Rewnord

Nea income per share from conunuing operations (10)
Basic
Diiuted

Ne1 (loss) income per share from discontinued operations
Basic
Dnluted

Net income per share attnbutable to Reanord
Basic
Diluted

Werghted-average number of shares outstanding
Basic
Eftect of dilutnve stock oplions
Daluted

Other Data
Net cash provided by (used for)
Operating activihes
Investing activities
Financing activines
Depreciation and amortizatton of intangible assets
Capual expenditures
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Year Ended Year Ended Year Ended Year Ended Year | nded
March 31, 2016 March 31, 2015 March 31,2014 March 31, 2013 March 31 2012
i) 3) 4)

$ 19238 S 20502 % 20343 8§ 19435 % 1 8824
12586 13040 12809 12269 12027

665 2 746 2 7534 7166 6799

3857 4151 419 | 3984 3156

— - — iG1 -

349 129 84 86 68

129 594 27 55 91

574 551 508 511 509

174 3 2037 2724 2429 2375
(914 (879 (109 1) (1533 (176 2)
— — (1332 (24 0) (1oen
— — — — (64)
31 (72) (15 1) 29 (710

B6 O 108 6 150 627 371

171 168 {100) 154 65

(3 918 250 473 306
(14) B30 46 28 on

6735 838 96 501 299

04 — (06) —_ —

$ 679 5 838 § 302§ 501§ 299
$ 068 $ 09 5 028 8 049 3 046
S 067 S 088 § 035 S 047 8§ 042
3 001 § (G08) % 005 3 003 3 001
$ oo § (008) S 005§ 003 $ 00t
S 067 S 082 35 031 5 052 3 045
$ 066 08 S 030 S 030 3 041
100 841 §01 330 98,105 95972 66 751

2469 3197 3213 3894 5314

103 310 104,727 101 318 99 866 72 065

2190 2459 i90 8 144 5 1393
145 2) (1773 (163 8} (81 8) (324 2)

(563) (17 4) (210 3) 1657 932

1154 1122 1069 1109 1127

521 48 8§ 522 601 585



March 31,

(10 mulhons) 2016 2015 2014 2013 2012
Balance Sheet Data
Cash and cash equivalents s 4846 S 3703 8§ 3390 S 5241 % 2080
Working capital (11} 7717 694 6 7000 6667 5742
Total assets 33548 34093 33713 34555 32646
Total debt (12) 1,920 1 19400 19598 21133 23974
Stochholders equiny (deficit) 5880 5527 5621 4285 (80 8)
) Consolidated financial data as of and for the year ended March 31 2015 reflects the acquisition of Green Turtle subsequent

(2)

3)

)

(5)
{6)

(N
(8

9

(10

(1
(12)

to Aprtl 15,2014 lollok subsequent to October 30, 2014 and Curoflex subsequent to January 12 2015 As a result. the
comparabihty of the operating results for the pemod presented 1s affecied by the revaluation of the assets acquired and
the habil:ues assumed on the respective dates of the acquisitions

Consolidated flinancial data as of and for the year ended March 31 2014 reflects the acquisition of Klamflex subsequent
to April 26 2013 Micro Precision subsequent to August 21 2013 LWG subsequent to August 30 2013 and PGE
subsequent to December 16 2013 As a result the comparability of the operating results for the period presented 1s
affected by the revaluaton of the assets acquired and the liabilities assumed on the respective dates of the acquisitions

Consolidated [inancial data as of and for the vear ended March 31 2013 reflects the acquisition of Cline Acquisition
Corp subsequent to December 13 2012 and excludes the assets associated with a divestiture of an engineered chain
business located in Shanghai China on December 18 2012 As a result the comparability of the operating results for
the period prescnted 15 affected by the revaluation of the assets acquired and the habilities assumed on the date of the
acquisitions and the assets divested on the date of that divestiure

Consolidated financial data as of and for the year ended March 31 2012 reflects the acquisition of Autogard Holdings
Limned subsequent to April 2 2011 and VAG Holdings Gmbl1 subscquent to October 10 2011 and excludes the assets
associated with a divesuture of a German subsidiary on July 19 2011 As aresult the comparabihity of the operaung
resulis for the period presented 1s affected by the revaluation of the assets acquired and the habilihes assumed on the date
of the acquisitions and the assets divested on the date of that divestiture

In the vear ended March 31 2013 werecognived a $10 1 million incremental charge related to alegal settlement reached
in connection with htigation associated with alleged farlure or anucipated failure of Zurn brass fittings

In the year ended March 31 2014, we recognized a $133 2 million loss on the extinguishment of debt which consisted
ofa $109 9 million bond tender premium paid 1o holders of the 8 50% Notes as a result of the tender offer and redemption

third party transaction costs of $5 3 milhion and a $14 0 million non-cash wrnite-off of deferred financing fees and net
oniginal 1ssue discount associated with the extinguished then-exisung term loan debt  In addition we recognized a$4 0
mtllion loss associated with the $150 0 million prepay ment under the lormer credit agreement

On Juby 19 2011 we sold substanuially all of the net assets of a non-maternial business based in Germany  The Company
recorded a pre-tax loss on divesuture of approximately $6 4 milhon during fiscal 2012

Other income (expense) net includes the impact of foreign currency transactions sale of property plant and equipment,
and other miscellaneous expenses and income See ltem 7 Management Discussion and Analy sis of Financial Condition
and Results of Operations for further information

In fiscal 2015, we discontinued the operations and exited our non-core business that manufactured ring gears and pinions
{ Mill Products’ ) utihized for crushing machinery apphications in the minmg sector In fiscal 2013 we completed the sale
of a non-core engineered chain business located in Shanghat China Accordingly the results of operations for both have
been reported as discontinued operations in the consoltdated statements of operations for all penods presented

Our imual public offering closed on April 3 2012 [herefore the common stock 1ssued in connection with the mitial
public offening 1s not included 1n the outstanding shares as of March 31 2012

Working capital represents total current assets less total current liabilities

Total debt represents long-lerm debt net of an unamortized oniginal 1ssue discount and deferred financing costs plus the
current portion of long-term debt
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ITEM 7 MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion of resulls of operations and financial condition includes periods prior to the acquisitions of
Klamflex Pipe Coupiings Ltd ("Klamflex") Micre Precision Gear Technology ("Micro Precision™) L W Gemmell ("LWG"}
Precision Gear Holdings LLC ("PGH") Green Turtle Technologies Lad  Green lTurtle Amencas Ltd  and Filamat Composites
Inc (collectively "Green Turtle”) Tollok S p A ("Tollok™) and Euroflex Transmussions ([ndia) Private Limited ("Euroflex") Our
financial performance includes Klamflex subsequent 1o Apnil 26 2013 Micro Precision subsequent to August 21 2013 LWG
subsequent 10 August 30 2013 PGH subsequent to December 16 2013 Green lurtle subsequent to Apnl 15 2014 Tollok
subsequent to October 30 2014 and Euroflex subsequent to January 12 2015 Accordingly the discussion and analvsis does not
reflect the impact of Klamflex Micro Precision LWG PGH Green Turtle Tollok and Furoflew transactions prior 1o the respective
closing date

In addition the follow ing discussion of resulis of operations and financial condition exclude our former non-core business
that manufactured ring gears and pimons utilized for crushing machinery applications in the muning sector ("Ml Products”) and
our former non-core engineered chain business located in Shanghar China We exiated the Mill Products business during fiscal
2015 and accordingly ail results of operations and financial condition associated with Mifl Products have been reclass:fied to
discontinued operations

You should read the follow ing discussion of our financial condition and results of operations together with Item 6, Sclected
Financial Data and Hem 8 Financial Statements and Supplementary Data Our fiscal vear is the year ending March 31 of the
corresponding calendar vear For example our fiscal vear 2016 or fiscal 2016 means the penod from Apnl 1 2015 to March 31
2016

This discussion contamns forward-looking statements and involves numerous risks and uncertawnites, including, but not
himited 10 those described inthe 'Risk Factors” n Part I frem 14 of this report Actual results may differ materially from those
contained n anv forward-looking statements See also  Cautionary Notice Regarding Forward-Looking Statements” found
elsewhere in this report

The infermation contamed 1n this section 1s provided as a supplement to the consohidated financial statements and the
related notes included elsewhere in this Form 10-K to help provide an understanding of our financial condition, changes in our
financial condition and results of our operations This section ts organized as follows

Company Overview This section provides a general description of our business

Financial Statement Presentation This section provides a brief description of certain items and accounting policres that
appear m our financiat statements and general factors that impact these iems

Crincal Accourmng Estimates This section discusses the accounting policies and estimates thai we consider to be
important to our financial condition and results of operations and that require significant judgment and estimates on the part of
management in their apphication

Overview This section provides a description of the current ¢vents impacting the fiscal 2016 results of operations

Results of Operations [ls sectuion provides an analy sis of our results of operations for our fiscal y ears ended March 31
2016 and 2015 1n cach case as compared to the prior period's performance

Non-GAAP Financial Measures This section provides an explanation of certain financial measures we use that are not
m accordance with U § generally accepied accounting principles ("GAAP™)

Covenant Compliance |his section provides a description of certain restrictive covenants with which our credit agreement
require us to comply

Liquidity and Caprtal Resources This secuion provides an analy sis of our cash flows for our fiscal y ears ended March 31
2016 2015 and 2014 as well as a discussion of our indebtedness and its potential effects on our hiquidity

Tabular Disclosure of Contractual Obligations This secuon provides a discussion of our commitments as ef March 31
2016

Quantitative and Qualuative Disclosures about Marker Risk This section discusses our exposure to potential losses
arising from adverse changes n interest rates and commodity prices
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Company Overview

We are a growth-oriented mulu-plaiform industrial company with what we believe are leading market shares and highly-
trusted brands that scrve a diverse array of global end markets Our hentage of innovation and specification have allowed us to
provide highly-engineered mission-criticat solutions to customers for decades and affords us the privilege of having long-term
valued refattonships with market leaders We operate our Company 1n a disciphined way and the Rexnord Business System (" RBS )
15 our operating philosophy Grounded in the spint of continuous improvement RBS creates a scalable process-based framework
that focuses on driving superior customer satisfaction and financial results by targeting world-class operating performance
throughout all aspects of our business  Refer to ltem 1 Business for additional information

Financial Statement Presentation

[ he following paragraphs provide a brief description of certain items and accounting policies that appear 1n 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 includes all costs of manufacturing required to bring a product 1o a rcady for sale condition
Such costs include direct and indirect materials direct and ndirect labor costs including fringe bencfits supplies utilities
depreciation msurance pension and postretirement benefits information technology costs and other manufacturing related costs

The largest component of our cost of sales 1s cost of materials which represented approximately 37% of net sales in fiscal
2016 The principal materials used m our Process & Monon Conirol manufacturing processes are commodities that are available
from numerous sources and include sheet plate and bar steel castings forgings. high-performance engineered plastics and a wide
variety of other components Within Water Management we purchase a broad range of matcnals and components throughout the
world 1n connecuion with our manufacturing acuvities Major raw maicnals and components include bar steel brass castings
copper forgings, high-performance engincered plastic plate steel resin sheet plasuc and sinc We have a strategic sourcing
program to significantly reduce the number of direct and indirect supphers we use and to lower the cost of purchased materals
The next largest component of our cost of sales 15 direct and indirect 1abor which represented approsimately 16% of net sales in
fiscal 2016

Selling, General and Adminmistrative Expenses Sclhng general and administratve expenses primanly includes sales
and markeung finance and admimstration engincering and technical services and distribution Qur major cost elements include
salary and wages fringe benefits pension and postretirement benefits insurance depreciation advertising travel and information
technology costs

Critical Accounting Estimates

I he methods cstimates and judgments we use 1n applying our cntical accounting policies have a significant impact on
the results we report in our consoiidated financial statements We evaluate our estimates and judgmenis on an on-going basis We
basc our estimates on historical experience and on assumptions that we behieve to be reasonable under the circumstances Our
expenience and assumptions form the basis for our judgments about the carrying value of assets and habilities that are not readilv
apparent from other sources Actual results may vary from what we anucipate and different assumptions or esimates about the
future could change our reported results Within the context of these critical accounting policies we are not currently aware of
any reasonably likely event that would result in matenally different amounts being reported

We believe the following accounting policies are the mosi critical to us 1n that they are important to our financial statements
and they require difficult subjective and/or complexs judgments in the preparation of our consohdated financial statements

Revenue recogmtion. Net sales are recorded upon transfer of utle and nisk of product loss to the customer Net sales
relating to any particular shipment are based upon the amount invoiced for the delivered goods less estimated future rebate payments
and sales returns which are based upon historical experience Revisions to these estimates are recorded 1n the period 1n which the
facts that give rise (o the reviston become known 1he value of returned goods during the vears ended March 31 2016 2015 and
2014 was approximately 1 0% or less of net sales Other than a standard product warranty there are no other significant post-
shipment obligations

Recervables Reccivables are stated net of allowances for doubtful accounts of $8 ¢ million at March 31 2016and $16 8
million at March 31 2015 We evaluate the collectability of our receivables and establish the allowance for doubtful accounts
based on a combination of speaific customer circumstances and historical write-off expenence Credit 1s extended to customers
based upon an evaluation of their financial position Generally, advance payvment 15 not required Allowances for doubtful accounts
established are recorded within Sclling general and administrative expenses within the consolidated statements of operations

29




Inventory Inveniories are stated at the lower of cost or market Market 1s determined based on estimated net realizable
values Approximately 64% of the Company s total inventories as of March 31 2016 and 20135 were valued using the last-in
first-out (LIFO) method All remaining inventories are valued using the first-in first-out (FIFO) method The valuation of
inventories includes material labor and overhead and requires management to determine the amount of manufacturing varnances
to capitalize into inventorics We capitalize matenial labor and overhead vanances into inventories based upon estimates of key
drivers which generally include raw matenal purchases (for matenal vanances) standard labor (for labor variances) and
calculations of inventory turnover (for overhead variances)

In some cases we have determined a certain portion of our inventories are excess or obsolete In those cases we write
down the value of those inventories to their net realizable value based upon assumptions about future demand and market conditions
If actual market conditions are less favorable than those projected by management, addinonal inventory write-downs may be
required The total write-down of mventories charged to expense was $9 5 mulhon $5 2 million and $3 8 million duning fiscal
2016 2015 and 2014 respectively

Impairment of intangible assets and tangible fixed assets The carning value of long-lived assets including amoruzable
intangible assets and tangible fixed assets are evaluated for impairment whenever events or changes n circumnstances indicate
that the related carrving amounts may not be recoverable Impairment of amortizable imangible assets and tangible fixed assets
1s generally determined by comparing projected undiscounted cash flows to be generated by the asset or group of assets to 1ts
carrying value If impatrment 15 identified, a loss 1s recorded equal to the excess of the asset's net book value over its fair value
and the cost basis 1s adjusted Deterrmnation of the fair value requires various estimates including internal cash flow estimates
generated from the asset quoted market prices and appraisals as appropriate to determine fawr value Actual results could vary
from these estimates

Our recorded goodwill and indefinite hived imangible assets are not amortized but are tested annually for impairment or
whenever circumstances indicate that impairment may exist using a discounted cash flow methodology based on future business
projections and a market value approach The esttimated fair value of the Company’s reporting units 1s dependent on several
significant assumptions including its weighted average cost of capital (discount rate) and future earnings and cash flow projections

In connection with the fiscal 20416 footprint optimization tmiuatives and the deciston to exit the non-strategic Rodney
Hunt® Fontaine® ( RHY ) flow control gate product hine we recognized impairment charges associated with related fixed assets
and intangible assets of $6 6 millton and $10 9 mullion respecuvely See Item 8 Note 5 Restructuring and Other Similar Costs
to the consohdated financial statements for more information  The impairment of fixed assets was determined utilizing independent
appraisals of the assets classified as Level 3 mnputs within the Fair Value hierarchy Refer to Note 13 Fawr Value Measurements
for additional information

Retirement benefirs We have significant pension and post-retirement benefit income and expense and assets/habilitics
that are developed from actuarial valuations These valuations include key assumptions regarding discount rates expected return
on plan assets mortality rates and the current health care cost trend rate We consider current market conditions in selecting these
assumptions Changes in the related pension and post-retirument benefit income/costs or assets/liabtlitics may occur 1n the future
due to changes 1n the assumptions and changes in asset values

We recognize the net actuanal gains or losses 1n excess of unrecogmzed gain or loss exceeding 10 percent of the greater
of the market-related value of plan assets or the plan's projected benefit obligation at re-measurement {the "cornder”) mn the
Corporate segment operating results during the founh quanter of each fiscal v ear (or upon any re-measurementdate) During fiscal
2016 2015 and 2014 we recognized $12 9 million $59 4 muthon and $2 7 million respectively of non-cash actuanal losses in
connection with re-measurements of the plan  Net pertodic benefit costs recorded on a quarterly basis are pnmarily comprised of
service and mterest cost amortization of unrecognized prior service cost and the expected return on plan assets See [tem 8 Note
16 Retirement Benefits, to the consolidated financial siatements for additional information

1 he obligation for postretirement benefits other than pension also 1s actuanally deterrined and 15 afTected by assumptions
including the discount rate and expected future increase 1n per capita costs of covered postrenirement health care benefits Changes
in the discount rate and differences betw een actual and assumed per capita health care costs may affect the recorded amount of
the expense 1n future periods

Income taxes We arc subject o income taxes 1n the Unuted States and numerous foreign junisdictions Sigmificant judgment
1s required in determiming our worldwide provision for income taxes and recording the related deferred 1ax assets and habilines

We assess our income tax positions and record tax habhities for all vcars subject 1o examination based upon management s
evaluation of the facts and circumstances and information available at the reporting dates For those income tax positions where
it 1s more-hhely -than-not that a tax benefit will be sustained upon the conclusion of an examination we have recorded the largest
amount of tax benefit having a cumulatively greater than 50% likelihood of being realized upen uliimate settlement with the
applicable taxing authority assuming that 1t has full knowledge of all relevant information For those tax posittons which do not
meet the more-likely-than-not thresheld regarding the ulumate realization of the related tax benefit no tax benefit has been recorded
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1n the financial statements In addition we have provided for interest and penalues as applicable and record such amounts as a
component of the overall income tax provision  As of March 31 2016 and 2015, our habihity for unrecogmzed tax benefits was
$15 6 mithion and $26 6 million respectively

We recognize deferred tax assets and habilities based on the differences between the financial statement carry ing amounts
and the tax bases of assets and habilities net operating losses { NOL s ) 1ax credit and other carrs forwards 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 uming of the reversals of existng temporary differences As a result of this review we conunue to
maintain a partial valuation allow ance against certain foreign NOL carry forwards and other related deferred tax asscts as well as
certain state NOL carry forwards As of March 31 2016 and 2015 valuation allowances of $27 2 and $25 0 milhon were recorded
aganst our deferred tax assets See Jtem 8 Note 17 Income Taxes for addional information

Contmitments and Connngencies We are subject to proceedings lawsunts and other claims related to environmental
labor product and other matters We are required to assess the hkelihood of any adverse judgments or culcomes 1o these
matters as well as polential ranges of probable tosses We determune the amount of accruals needed tfany for each individual
1ssue based on our professional hknowledge and expertence and discussions with legal counsel The required accruals may
change n the future due to new developments in each mauter the ultimate resolution of each matier or changes in approach
such as a change in settlement strategy

Through acquisitions we have assumed presently recorded and potential future habiliies relating to product liabihity
environmental and other claims We have recorded accruals for claims related to these obligations when appropriate and on certain
occasions have obtained the assistance of an independent actuary 1n the determination of those accruals If actual experience
deviates from our estumates we may need to record adjustments to these habiliies in future periods  Refer to ltem 8 Note 18
Commitments and Contingencies for additsonal informatton

Warranty Accruals Accruals are recorded on our consolidated balance sheets to reflect our contraciual habihties relatng
to warranty commitments to our customers We provide w arranty coverage of various lengths and terms to our customers depending
on standard offerings and negotiated contractual agreemems We accrue an esumate for warranty expense at the umc of sale based
on historical warranty return rates and repair costs Should future warranty experience differ materally from our istorical
experience we may be required to record additional warranty accruals which could have a material adverse effect on our results
of operations in the period in which these additional accruals are required

Environmental Liabilirtes We accrue an esumated habihity for cach environmental matter when the Iikehihood of an
unfavorable outcome 1s 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) htigation has commenced or a claim has been asserted or 1f
commencement of litigation or assertion of a clatm 1s probable and (b) 1f we are somehow assoctated with the site In addiuen, 1f
the reporting enuty has been named as a Potentially Responsible Party ( PRP } an unfavorable outcome 1s presumed

Estimating environmentat remediation liabilities involves an array of 1ssues at any point in time In the early stages of the
process cost estimates can be difficult 1o derve because of uncertainues about a vanety of factors For this reason estimates
developed 1n the early stages of remediation can vary sigmficantly and 1n many cases early estimates later require significant
revision The following are some of the factors that are integral to developing cost esumates

. The extent and ty pes of hazardous substances at a site,

. The impact 1f any on natural resources and third partics

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

. Evolving standards of what constitutes acceptable remediation, and

- The number and financial condiion of other PRPs and the extent of their responsibility for the remediauon

An estimate of the range of an environmental remediation hability typically 1s derived by combining esumates of various
components of the hability which themselves are likely o be ranges At the early stages of the remediation process particular
components of the overall liabihity may not be reasonably estimable This fact does not preclude our recogmtion of a liability
Rather the components of the liabthity that can be reasonably estimated are viewed as a surrogate for the mimimum 1n the range
of our overall habihty Estimated legal and consulting fees are included as a component ol our overall hability

Asbestos Claims and Insurance for Asbestos Claims As noted in [tem 8 Note |8 Commutments and Centingencies, 1o
the consolidated financial statements certain Water Management subsidiaries are subject to asbestos htigation As a result we
have recorded a hiability for pending and potential future asbestos claims, as well as a recervable for insurance coverage of such
hatility The valuaton of our potential asbestes habihity was based on the number and severity of future asbestos claims future
settlement costs and the effectiveness of defense strategies and settlement imtiatives

The present estimate of our asbestos hability assumes (1) our continuous vigorous defense strategy will remain effective,
{11} new asbestos claims filed annually will decline modesily through the next ten years, (in) the values by discase will reman
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consistent with past experience and (1v) our insurers will conunue to pay defense costs without eroding the coverage amounts of
our insurance policies Our potential asbestos habihty could be adversely affected by changes in law and other factors beyond our
contrel Further while our current asbestos liabilhity 1s based on an estimate of claims through the next ten years such habiliuy
may continue beyvond that time period and such hability could be substanuial

We estimate that our available insurance to cover our potential asbestos liability as of the end of fiscal 2016 1s greater
than our potential asbestos hability This conclusion was reached afier considering our experience i asbestos litigation the
insurance payments made to date by our insurance carriers existing insurance policies the industry raungs of the insurers and the
advice of insurance coverage counsel with respect to applicable insurance coverage law relating 1o the terms and conditions of
those policies We used these same considerations when evaluating the recoverability of our recervable for insurance coverage of
potential asbestos claims

Recent Accounting Pronouncements

In March 2016 the Financial Accounting Standards Board ("FASB"} 1ssued Accounting Standards Update ("ASU™)
2016-09 Compensation—Stock Compensation (Topic 718) Improvements to Emplovee Share-Based Pavyment Accounting ("ASU
2016-09") which simplifies the accounung for share-based payment transactions, including the income tax consequences,
classification of awards as either equity or liabilaes and classification on the statement of cash flows ASU 2016-09 1s eficctive
for annual and interim periods beginning i late 2017 with early adoption permitted We are currently evaluating the impact ASU
2016-09 will have on our consohdated finaneial statements

In February 2016 the FASB 1ssued ASU 2016-02 Leases (Topic 842) ("ASU 2016-02") The ASU requires management
to recogmze lease assets and lease liabilities by lessees for all operating leases ASU 2016-02 1s effective for fiscal 2019 and
intenim periods mcluded therein on a modified retrospective basis We are currently evaluating the impact this guidance will have
on our consolidated financial statements

In November 2015 the FASB 1ssued ASU 2015-17, fncome Taxes (Topic 740) Balance Sheet Classification of Deferred
Taxes ("ASU 2015-17") The update changes how deferred taxes are classified on the balance sheet eliminating the current
requirement for organizations to present deferred tax hahilities and assets as current and noncurrent 1n a classified balance sheet
Instead orgamzations will be required to classifyv all deferred tax assets and habtlies as noncurrent The ASU 1s effective for
fiscal years and interim pertods within those years beginning after December 15 2016 We elected to early adoplt the ASU for
fiscal 2016 on a retrospective basis in order to enhance comparability Accordingly we have presented prior period amounts for
deferred income taxes in a manner that conforms to the current period presentation

In September 2015 the FASB 1ssued ASU 2015-16, Busmness Combinations (Topic 805} Sumplifving the Accounting for
Measurement-Pertod Adustments ("ASU 2015-16") This update removes the requirement to restate prior periods to reflect
adjustments made to provisional amounts Rather, adjustments to the provisional amounts are to be recognized 1n the reporting
peniod in which the adjustments are recogmized The adjustments related to previous reporting peniods since the acquisition date
must be disclosed by income statement line 1tem erther on the face of the income statement or 1n the notes  As permitted by ASU
2015-16 we elected to early adopt this gmdance beginning with the second quarter of fiscal 2016, with no matenal effect to the
financial statements or related notes thereto

In July 2015 the FASB issued ASU No 2015-11 Simplifitng the Measurement of Inventory ("ASU 2015-11") The new
guidance requires inveniory to be measured at the lower of cost and net realizable value which 1s defined as the esumated selling
price in the ordinary course of business less reasonably predictable costs of completion disposal and transportation  Under current
guwidance net realizable value 15 one of several calculations needed to measure inventory at lower of cost or market and as such,
the new guidance reduces the complexity 1n measurement  This new guidance 1s effective for our first quarter of fiscal year 2018
and early adoption 1s permitted | he guidance must be applied prospectively We are currently evaluating the impact of the adoption
of this requirement on the consolidated financial statements

In April 2015 the FASB issued ASU No 2015-03 Juterest—Imputation of Interest (Subtopie 835-30) Simplifying the
Presentation of Debt fssuance Costs ("ASU 2015-03") The amendments in ASU 20135-03 require that debt 1ssuance costs related
to arecogmzed debt habihity be presented in the balance sheet as a direct deduction from the carrving amount of that debt habihity
consistent with debt discounts The recognition and measurement of debt issuance costs 1s not affected by the amendments in this
update ASU 2015-03 1s effecuive for fiscal vears beginning after December 15 20135 and 1s required to be apphied retrospecuvely
to all prior peniods presented As permitted by ASU 2015-03 we elected to early adopt this guidance beginning with the first
quarter of fiscal 2016 which resulted in the reclassification of $10 5 million of unamortized debt 1ssuance costs from other assels
to long-term debt on the consolidated balance sheets as of March 31 2015 Referto ltem 8, Note 11 Long-Term Debt for additional
nformation

In May 2014 the FASB 1ssued ASU No 2014-09, Revenue from Contracts with Customers ("ASU 2014-09") in order
to develop a common revenue standard for U S GAAP and International Financial Reporting Standards  The guidance specifies
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revenue should be recognized in the amount that reflects the consideration the company expects to be entitled to in exchange for
the transfer of promised goods or services to customers ASU 2014-09 will be effective for our first quarter of fiscal 2019 and
allows for full retrospective adoption apphied to all periods presented or retrospective adoption with the cumulative effect of imually
applving this update recogmzed at the date of 1mitial application We are currently evaluating the method of adoption and the
potential impact adeption will have on our consolidated financial stalements

In the first quarter of 2016, we adopted FASB ASU No 2014-08 Presenratron of Financial Statements and Property,
Plant, and Equipment Reporting Discontinued Operations and Disclosures of Disposals of Components of an Enfity ("ASU
2014-08") which changes the criteria for reporting discontinued operations ASU 2014-08 allows only disposals representing a
strategic shift 1n operations to be presented as discontinued opcrauons Those strategic shifts should have a major effect on the
organization § operations and financial results In addion the new guidance requires expanded disclosures about discontinued
operations as well as pre-tax income attributable to a disposal of a sigmficant part of an organization that does not quahfy for
discontinued operations reporting As this guidance 1s a prospective change the significance of ASU 2014-08 1s dependent on any
quahifying future dispositions or disposals

Overview

Restructuring and Other Svnilar Costs

During fiscal 2016, we conunued 10 execute various restructuring actions | hese inmatives were implemented to drve
efficiencies and reduce operating costs while also modifying our footprint to reflect changes 1n the markets we serve, the impact
of acquisitions on our overall manufacturing capacity and the refinement of our overall product portfolio These restructuring
actions primarily resulted in workforce reductions impairment of related manufacturing facilities, equipment and intangible assets
lease termmation costs and other facility rationahization costs We expect 1o continue execuling mitiatives to optimize our operating
margin and manufacturing footprint as well as select product-line ranonalizatrons As such we expect further expenses related to
workforce reductions potential impairment of asscts lease termination costs and other facility rationalization costs  As of the
date of this filing our full supply chain optimization and footprint repositioning plan remamns preliminary and rclated expenses
are not yet estimable

We recorded restructuring charges of $34 9 million, $12 9 miilion and $8 4 million during the fiscal years ended March 31,
2016, 2015 and 2014 respectively

Product Line Divestiture

During the fourth quarter of fiscal 2016 we made the decision to exit the non-strategic Rodney Hunt® Fontaine® ( "RHF )
flow control gate product line  In connection with the decision, we deemed that certain intangible assets assoctated with the RHF
tradename, customer relationships and patents had no future value resulting in impairment charges of $10 4 milhion $0 3 million
and $0 2 million respectively We also recogmzed imparment charges associated with fixed assets of $5 6 milhon

For purposes of comparison 11 the following discussion of Results of Operations the RHF net sales and operating losses
for the years ended March 31 2016 and 2015 are presented below

Year Ended
March 31, 2016 March 31, 2015 Change % Change
Net sales $ 390 $ 416 5 (26) (63)%
Loss from operations (1) (42 8) (Zn 300 2370 %%

(1) Loss from operations 1n fiscal 2016 ncludes $19 5 million of impairment charges related 10 fixed and intangible assets, as well as other
charges associated with the decision to exat RHF  Refer to Item § Note 5 Restructuring and Other Similar Charges, for more information
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Results of Operations
Fiscal Year Ended March 31, 2016 Compared with the Fiscal Year Ended March 31, 2015
Net sales

{Dollars in Millions)

Year Ended
March 31, “March 31,
2016 2015 Change % Change
Process & Motion Control $ 11003 ) 12302 S (1299) (10 6)%0
Water Management 8235 8200 35 04 %
Consolidated $ 1923 8 S 20502 S (126 4) (6 2%

Process & Motion Control

Process & Motion Control net sales for the year ended March 31 2016 decreased 10 6% {from the prior vear to §1 100 3
milhon Core net sales (w huch excludes 2% growth from acquisitions and a 4% adverse impact from foreign currency translation)
dechned 9% as growth in our Acrospace and food and beverage end marhets was more than offset by the adyerse demand across
several of our process industry end markets coupled with the related de-stocking withun our corresponding distribution channels
during the first half of fiscal 2016

Watcr Management

Water Management net sales for the ycar ended March 31 2016 1increased 0 4% from the prior vear to $823 5 milhion
Core net sales (which excludes a 4% adverse impact from foreign currency translation and a 1% adverse impact associated with
the exut of our RHI product hine) increased 5% as a result of favorable demand trends across the majority of our end markets as
well as the timing of project shipments to our water and wastewater infrastructure end marhets

Income (loss) from operations

(Dollars 1n Millions)

Year knded
March 31, March 31,
2016 2018 Change % Change
Process & Mouon Control S 146 8 5 2196 % (728 {33 2)%
9% ef nct sales 133% 17 9% 4 6)%
Water Management 728 7940 62) (78,
% of ner sules & 8% v (0 8)%
Corparate {45 3) 949 96 (32 3)%
Consolidated S 174 3 5 2037 s (29 4) (14 4%
% 0of nei sales @ 1% 9 W% 6 8)%

Process & Monon Control

Process & Motion Control income from operations lor fiscal 2016 was $146 8 mtllion compared 10 $219 6 millien for
fiscal 2015 OQOperating income as a percentage of net sales decreased 460 basis pomntsto 13 3% in fiscal 2016 as aresult of reduced
absorption on lower year over year sales adverse product mix associated with lower salestoour U S general industrial end markets
and incremental investments 1n our marhet expansion and suppiy chain optimization and {ootprint repositioning initiatives

Watcr Management

Water Management income from operanions for fiscal 2016 was $72 8 miilion compared to $79 0 milhion in fiscal 2015
Operating income as a percentage of net sales decreased 80 basis points to 8 8% 1n fiscal 2016 compared to fiscal 2015 Excluding
the incremental year over year loss from operattons of RHF and the absence of the fiscal 2015 charge to establish reserves for
accounts recervable and inventory related to a Venezuelan customer Water Management operating income as a percentage of net
sales increased by 210 basis points to 14 7% related to the benefit of core volume growth and RBS-driven productivity gains and
efficiencies
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Corporate

Corporate expenses were $45 3 mullion n fiscal 2016 compared to $94 9 million n fiscal 2015 [he year over vear
decrease was primanly driven by the recogmition of $12 9 milhon non-cash actuarial pension and other postrcttrement losses 1n
fiscal 2016 compared (o the recognition of $59 4 million of non-cash actuanal losses in fiscal 2015 The recogmuion of higher
non-cash actuanal losses in fiscal 2015 was dnven primarily by the adopuon of the updated mortahity assumptions released by
the Societs of Actuanes 1n fiscal 2015 lower discount rates used in performing our annual re-measurement of our pension and
post-retirement obligations and the completion of a lump sum settlement associated with our domestic non-umon defined benefit
plan See liem 8. Note 16 Rettrrement Benefits to the consolidated financial statements for additional informatien 1 he remaining
decrease in Corporate expenses from fiscal 2015 to fiscal 2016 was due to project-related expenses

Interest expense, net

Interest expense net was $91 4 million 1n fiscal 2016 compared 10 $87 9 million 1n fiscal 2015 The year over year
imerease n interest expense reflects the partial year impact of our interest raic swaps becoming effective in the third quarter of
fiscal 2016 These interest rate swaps raised our effective interest rate by approximately 1 55% on $650 0 million of our term
loans during the second half of fiscal 2016 See ltem 8 Note 11 Long-Term Debt to the consohdated financial statements for
more information

Other income (expense), net

Other income (expense) net for fiscal 2016 was $3 1 million of income which resulted primarily from of an $8 4 million
CDSOA anti-dumping settlement  See ltem 8 Note 6 Recovery Under Continued Dumping and Subsidy Offset Act ("CDSOA")
10 the consohdated financial statements for more information  This settlement was partially offset by forcign currency transaction
losses of $3 0 million losses on the sale of property, plant and equipment of $0 6 million and other miscellancous losses of $1 7
million Other expense net for fiscal 2015 was $7 2 million which consisted of foreign currency transaction losses of $1 5 milhon
$1 4 million of losses on the sale of property plant and equipment and other miscellaneous losses of $4 3 million

Provision for meome raxes

The income tax provision in fiscal 2016 was $17 1 million or an effeccuve 1ax rate of 19 9% The provision recorded was
below the U § federal statutory rate of 35% due to the recogmition of certain forcign-related branch losses for U S income tax
purposes the reduction in the overall state effective rate applied to the Company s net deferred tax habihiies and the recognition
of certain previously unrecogrized income tax benefits due to the lapse of the applicable statutes of limitations partially offset
by the mcrease in the valuation allowance recorded against certain foreign net operating loss carryforwards and related deferred
tax assets in which the reahzation of such benefits was no longer deemed more-likels -than-not The income tax provision n fiscal
2015 was 316 8 million or an effective tax rate of 15 5% The provision recorded was below the U § federal statutory rate of 35%
due to the accrual of foreign income taxes at rates which were generally below the U § federal statutory rate the recognition off
certamn foreign-related branch losses for U S income tax purposes the reduction in the valuation allowance recorded against
certain foreign tax credit and state net operating loss carry forwards i which the realization of such benefits was now deemed
more-likely -than-not and the recogmuon of certain previously unrecogmzed mcome tax benefits due to the lapsc of the applicable
statutes of hmitations partially offset by certain one-time costs associated with a change to the U § income tax entity classification
of a foreign subsidiary

Net income from continuing operations

Qur net income from continuing operations in fiscal 2016 was $68 9 million compared to $91 8 mithion in fiscal 2015
due to the factors described above Diluted net income per share from continuing operations in fiscat 2015 was $0 67 compared
to $0 88 in fiscal 2015 Comparability between periods 15 impacted by the ant-dilutive effect of the current year decrease 1n
average outstanding shares primarily resulting from our fiscal 2016 repurchase of 1,552,500 shares of our common stock

Loss from discontinued operations, net of tax

Our loss from discontinued operations, net of tax was $1 4 million [or fiscal 2016 compared to $8 0 milhon 1n fiscal
2015 The loss from disconuinued operations 1s related (o the discontinuance of the non-core Mill Products business within our
Process & Mouion Control platform duning fiscal 2015 See liem 8 Note 4 Dhisconunued Operations to the consolidated financial
statements for more information
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Fiscal Year Ended March 31, 2015 Compared with the Fiscal Year Ended March 31, 2014
Net sales

(Dollars in Millions)

Year Ended
March 31, 2015 March 31, 2014 Change % Change
Process & Motion Control $ 12302 % 12382 (80) 10 614
Water Management 8200 796 1 239 30%
Conselidated 5 20502 3 10343 S 159 08%

Process & Motion Control

Process & Motion Control net sales for the year ended March 31 2015 decreased 0 6% from the prior year o $1 230 2
million Core net sales {(which excludes 3% growth from acquisitions and a 2% adverse impact from foreign currency translation)
decreased 2% year-over-year as the expected declines tn our bulk matenial handling end market and soft glebal demand in the
beverage sector more than offset moderate sales growth 1n the majority of our other end-markets

Water Management

Water Management net sales for the year ended March 31 2015 increased 3% from the prior year to $820 0 million Core
net sales (which excludes 2% growth from acquisitons and a 3% adverse impact from foreign currency translauon) also increased
4% as a result of favorable demand trends across the majority of our end marhets parually offset by the unexpected delay of
shipments for certain large water infrastructure projects and the weather delaved seasonal ramp-up of new construction activity
i our fiscal 2015 fourth quarter

Income (loss) from aperations

{Dollars wn Milhons)

Year Ended
March 31, 2015 March 31, 2014 Change % Change
Process & Moauon Control S 294 $ 2377 s agn (76)%
% af net vales 17 9% 192% (1 3%
Water Management 790 772 68 040,
% of net sales 9 6% 91i% 5%
Corporate (94 9) (375) (574 (£53 1%
Consohdated $ 203 7 3 2724 s (687 (25 2%
o nel sales v Y% 134% (3 5)%

Process & Motion Control

Process & Motion Control income from operations for fiscal 2015 was $219 6 million compared to $237 7 million for
fiscal 2014 Operaung income as a percentage of net sales decreased 130 basis points w0 17 9% primarily refaled to incremental
restructuring charges the recogmuion of higher vear over year depreciation amoruzaton and inventory fair value adjusiments 1n
connection with our recently completed acquisitions and incremental investments to fund market expansion iniatives

Water Management

Water Management income from operations for fiscal 2015 was $79 0 million compared to $72 2 mullien in fiscal 2014
Operating income as a percentage of net sales increased 350 basis points in fiscal 2015 compared 10 fiscal 2014 On-going cost
reductionimuatives as well as RBS-driven productivity gaimns and efficiencies generated approximately 200 basis pointsof operating
margin improvement year over ycar that were partially offset by the negative impact of a $10 0 million charge to establish reserves
for accounts recervable and nventery exposures related 10 a2 Venezuelan customer incremental restructuning charges and the
recognition of higher year over year depreciation amortization and inventory fair value adjustments in connection with our
acquisitions completed in that time penod
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Corporate

Corporate expenses were $94 9 million 1n fiscal 2015 compared to 337 5 milhon in fiscal 2014 The year-over-year
ncrease was primaniy driven by the recognition of $59 4 millhion non-cash actuarial pension and other postretirement loss 1n fiscal
2015 compared to the recogmtion of $2 7 million of non-cash actuanal lesses 1n fiscal 2014 The recognition of higher non-cash
actuanal losses in fiscal 20135 was driven primarity by the adoption of the updated mortality assumptions released by the Society
of Actuanes in fiscal 20135 lower discount rates used 1n performing our annual re-measurement of our pension and post-retirement
obhgations and the fiscal 2015 lump sum settlement of our domestic non-union defined benefitplan Seeltem 8 Note 16 Retirement
Benefits to the consolidated financial statements for addiional imformation

Interest expense, net

Interest expense net was $87 9 millon in fiscal 2015 compared to $109 1 million 1n fiscal 2014 The vear over year
reduction 1n mterest expense 18 primarnly the result of the retirement of our 8 50% senior notes due 2018 (the "8 50% Notes™) and
the refinancing of our term loan facibity in the second quarter of fiscal 2014 As a resuli of these ransactions our effective interest
rate on approximately $1 1 billion of our outstanding debt was reduced by approximately 450 basis pomnts

Loss on extingurshment of debt

In fiscal 2014 we completed a re-pricing of our then-outstanding term loan facilities a re-financing of our term loan
facility and a full reurement of our then outstanding 8 50% Notes In fiscal 2014 we recogmized a$133 2 million 1o0ss 1n accordance
with ASC 470-50 on the extinguished debt which was comprised of a $109 9 milhon bond tender premium paid to holders as a
result of the tender offcr and redempuion third party transaction costs of $6 1 million and a $17 2 million non-cash write-off of
deferred financing fees and net omginal 1ssue discount associated with the exunguished debt We had no such charges n fiscal
2015

Orher expense, net

Other expense nct for fiscal 2015 was $7 2 million which consisted of foreign currency transaction losses of $1 5 million
$1 4 million of losses on the sale ol property. plant and equipment and other miscellancous losses of 34 3 million  Other expense
net for fiscal 2014 was $15 1 milhon which consisted ol $3 0 million of costs attributable to the now-concluded review of strategic
alternatives that was imtiated by our Board of Directors foreign currency transaction losses of $3 9 million $2 3 milhon of tosses
on the sale of property plant and equipment and other miscellancous losses of $5 9 milhion

Provision (benefit) for income taxes

The income tax provision n fiscal 2015 was $16 8 millton or an effective tax rate of 15 5% [he provision recorded was
below the U S federal statutory rate of 35% due 1o the accrual of foreign income tases at rates which were generally below the
U S federal statutory rate the recogniuon of certain forcign related branch lesses for U S income tax purposes the reduction n
the valuation allowance recorded against certain foreign tax credit and state net operating loss carryforwards in which the realization
of such benefits was now deemed more-lihely-than-not and the recognition of certain previously unrecognized income tax benefits
duc to the lapse of the applicable statutes of hmitations partially offset by cerlain one-time costs associated with a change to the
U S mcome tax entity classification of a foreign subsidiary | he income tax benefitin fiscal 2014 was $10 0 million or an effective
1ax rate of (66 7)% The mncome 1ax bencefit recorded on income before taxes was due to the reduction 1n the vajuation allowance
recorded againstcertain U S foreign tax credu carrvforwards as a result of certain changes in circumnstances mahking the realization
of such benefits 1o now be more-likely -than-not and the recognition of certain previously unrecogmzed income 1ax benefits due
to the lapse of the applicable statutes of hmitations

Net income from contimung operations

Our net income from continuing operations in fiscat 2015 was $91 8 million compared to $25 0 million 1n fiscal 2014
due to the factors descnibed above Diluted net income per share from continuing operattons in fiscal 2015 was $0 88 compared
10 $0 25 in fiscal 2014 Comparability betw cen periods 1s impacted by the dilutive effect of the current year increase 1n average
cutstanding shares primanly resuluing from our sale of 3 000 000 shares of common stock 1n a fiscal 2014 offering

(Loss} income from discontinued operanons, net of tax

Our loss from discontinued operations net of tax was $8 0 milhion for fiscal 20135 compared to income from discontinued
operations netoftax of $4 6 million in fiscal 2014 The (loss) income from discontinued operations 1s related to the discontinuance
of the Mill Products business during fiscal 2015  Sce Item 8 Note 4 Discontinued Operations to the consolidated financial
statements for more information
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Non-GAAP Financial Measures
Core sales

Core sales excludes the impact of acquisiions divestitures and foreign currency translanon Management believes that
core sales faciluates easier comparisons of our net sales performance with prior and future penods and to our peers We exclude
the effect of acquisiions because the nature size and number of acquisitions can vary dramatically from period to peried and
between us and our peers and can also ebscure underlying business trends and make comparisons of long-term performance
difficult We exclude the effect of foreign currency translation from this measure because the volatihty of currency translation 13
not under management's control

EBRITDA

EBITDA 1s earnings before intercst, taxes depreciation and amortization EBITDA 15 presented because itis an important
supplemental measure of performance and 1t 1s frequently used by analysts investors and other interested parties in the evaluation
of companies in our industry EBITDA 1s also presented and compared by analysts and investors as well as management in
evaluating our ability tomeet debt service obligations Other companies in ourindustry may calculate LBI I DA differently LBI1TDA
15 not a measurement of financial performance under U S GAAP and should not be considered as an alternative to cash flow from
operating activittes or as a measure of hquidity or an alternative to net income as indicators of operating performance or any other
measures of performance derived in accordance with U § GAAP Because EBITDA 1s calculated before recurning cash charges
including interest expense and tanes and 1s not adjusted for capital expenditures or other recurring cash requirements of the
business 1t should not be considered as a measure of discretionary cash available to invest in the growth of the business

Adusted EBITDA

Adjusted EBITDA (as described below in Covenant Comphance ) 1s an important measure because under our credit
agreement our ability to mcur certain ty pes of acquisition debt and certain types of subordinated debt make certain types of
acquisitions or asset exchanges operate our business and make dividends or other distributions all of which will impact our
financial performance. 1s impacted by our Adjusted CBIT DA as our lenders measure our performance with a net first lien leverage
ratio by comparing our semor secured bank indebtedness 1o our Adyusted EBITDA (see  Covenant Comphance for additonal
discussion of this ratio including a reconcihiation to our net income) We reported Adjusted EBITDA for the fiscal year ended
March 31 2016 of $365 5 million and net income for the same period of $67 5 million

Covenant Comphance

Our credit agreement which governs our senior secured credit facilities, contains among other provisions restrictive
covenants regarding indebledness payments and distributions, mergers and acquisitions asset sales affiliate transactions capital
expenditures and the maintenance of certain financial ratios Payment of' borrowings under the eredit agreement may be accelerated
if there 1s an event of default Events of default include the fallure to pay principal and interest when due a matertal breach of a
representation or warranty certain non-payments or defaults under other indebtedness. covenant defaults events ol bankruptcy
and a change of control Cecrtain covenants contained 1n the credit agreement restrict our ability to take certain actions such as
meurring additional debt or making acquisitions 1f we are unable to meet certain maximum net first lien leverage ratios and with
respect 1o our revolving facthity also require us to remain at or below a maximum net first licn leverage ratio of 7 75 10 1 0 as of
the end of each fiscal quarter (3 91 to 1 0 at March 31 2016) Falure 1o comply with this covenant could himit our long-1erm
growth prospects by hindering our ability to mncur future debt or mahe acquusitions

Adjusted EBITDA s the term we use to desenibe FBITDA as defined and adjusted 1n our credit agreement which 1s
net income adjusted for the items summan/ed in the table below Adjusted EBITDA 1s 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-recurring losses or gains Adjusted EBI1 DA 15 not a presentation made 1n accordance with GAAP and our use
of the term Adjusted EBITDA varics from others in our industrs  Thuis measure should not be considered as an alternative 10 net
income 1ncome from operations or any other performance measures dernived in accordance with GAAP Adjusted EBI1DA has
important imuations as an analytical tool and you should not consider 1t 1n 1solation or as a substitute for analy sis of our results
as reported under GAAP For example Adjusted EBI1DA does not reflect (a) our capital expenditures future requirements for
capital expenditures or contractual commitments (b) changes in or cash requirements for our working capital needs (c) the
significant interest expenses or the cash requirements necessary o service inierest or pnncipal payments on our debt {d) tax
payments that represent a reduction in cash available to us {¢)any cashrequirements for the assets being depreciated and amortized
that may have to be replaced in the future, or (f) the impact of earnings or charges resulting from matters that we and the lenders
under cur credit agreement may not consider indicative of our ongoing operatrons In particular our definition of Adjusted EBI T DA
allows us to add back certain non-cash non-operating or non-recurring charges that are deducted in calculaung 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
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In addition certain of these expenses can represent the reduction of cash that could be used for other corporate purposes

Further although not included 1n the calculation of Adjusted EBITDA below the measure may at times allow us to add estimated
cost savings and operaung synergies related to operational changes ranging from acquisiions or dispositions 1o restructurings
and/or exclude one-time transition expenditures that we anticipate we will need to incur to realize cost savings before such savings
have occurred

I'he calculation of Adjusted EBITDA under our credit agreement as of March 31 2016 1s presented m the table below

However the results of such calculation could differ in the future based on the different types of adjustments that may be included
in such respective caiculations at the time

Set forth below 15 a reconcihation of net income to Adjusted EBITDA for the period indicated below

(Dollars 1n Millions) M;,?:; 5111:15816

Net income $ 675
Interest expense net a9l 4
Income tax provision 17 ¢
Depreciation and amortization 1154
EBITDA $ 291 4
Adyustments to ERITDA

Actuanal loss on penston and postretirement benefit obligation 129
Loss on RHF product line exit (1} (excluding restructuring and related charges} 213
Restructuring and other similar charges (2) 349
Operating loss from discontinued operations net of tax (3) 14
Stock-based compensation expense i35
LIFO income (4) o8
Other income net (3) (31
Subtotal of adjustments to EBITDA 5 741
Adjusted EBITDA $ 3655
Semor secured bank indebtedness (6) s 14290
Nez first hien leverage ratio (7} 391

(1

2)

(3)
“®
(%)

(6)

0]

During the fourth quarter of fiscal 2016 we made the determination 1o exit a product hnes within our Water Management
platform with products sold under the RHF tradename The operating loss (excluding restructuring and related charges
included n therr respective adjusting lines above) 1s not included 1 Adjusied EBITDA 1n accordance with our credit
agreement See ltem 8. Note 5 Restructuning and Other Sirmilar Costs to the consolidated financial statements for more
information

Represents restructuring costs comprised of workforce reductions. impairment of relaled manufacturing facihties

equipment and 1ntangible assets, lease termination costs and other facility rationalization costs See Item 8, Note 5
Restructuring and Other Simular Costs to the consolidated financial statements for more information

Represents the loss on discontinued operations related 1o Mill Products See Item 8§ Note 4 Discontinued Operations of
the consolidated financial statements for more information

Last-in first-out (LIFO) inventory adjustments arc excluded 1n calculating Adjusted EBITDA as defined 1n our credit
agreement

Other income net for the yearended March 31 2016 consists of an $8 4 million CDSOA anti-dumping settlement recetpt,
partially offset by foreign currency transaction losses of $3 0 million, losses on the sale of property plant and equipment
of $0 6 million and other miscellaneous costs of $1 7 milhen

The credit agreement defines our sentor secured bank indebtedness (or other consolidated debt secured on a pari passu
basis) as consolidated first lien indebtedness for borrowed money (other than letter of credit or bank guarantees) less
unrestricted cash which was $452 0 million (as defined by the credit agreement) at March 31 2016 Senior secured bank
indebtedness reflected 1n the table consists of borrowings under our credit agreement

T'he credit agreement defines the net first hen leverage ratio as the ratio of semor secured bank indebtedness (as descnbed
above) to Adjusted EBITDA for the trathing four fiscal quarters
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Liquidity and Capital Resources

Our primary sources of hquidity are available cash and cash equivalents cash flow from operations and borrowing
availabihty under our $265 0 milhon revolving credit facility and our $100 ¢ mithon accounts receivable securitization program

As of March 31 2016, we had $484 6 million of cash and cash equuvalents and $343 9 milhion of additonal borrowing
capacity ($243 9 million of available borrowings under our revolving credut facility and $100 0 million available under our accounts
recervable secuntization program) Asof March 31 2016 the available borrowings under our credit facility were reduced by $21 1
million due to outstanding letters of credit Asof March31 2015 we had $370 3 million of cash and approximately $341 0 million
of additional borrowing capacity (3241 0 million of available borrow ings under our revolving credit facility and $100 0 million
available under our accounts receivable securitization program) Both our revolving credit facilily and accounts receivable
sccurihzation program are availiable to fund our working capital requirements, capital expenditures and other general corporate
purposes

Duning fiscal 2016, we amended the agreement under the accounts receivable securitization program which extended the
maturity of the facility and modificd the terms Sec Item 8 Note 11 Long- lerm Debt for additional information

Cash Flows

Net cash provided by operating activities in fiscal 2016 was $219 0 milhon compared to $245 9 mulhion in fiscal 2015
The decrease 1n operating cash was pnmarily driven by reduced operating profit on lower net sales and higher cash income taxes
partially offset by the CDSOA anti-dumping settlement receipt and the expected benefit of lower trade working capital

Net cash provided by operating activities 1n fiscal 2015 was $245 9 mitlion compared to $190 8 mullion in fiscal 2014
The increase in operating cash was primarily driven by a decrease in cash mterest as a result of our August 2013 debt refinancing

Cash used for investing activities was $45 2 milthon in fiscal 2016 compared to $177 3 million in fiscal 2015 Investuing
activities in [iscal 2016 included the receipt of $1 1 mullion in cash associated with finalizing working capital related to the Euroflex
acquisition whereas fiscal 2015 included $138 2 mullion of net cash used to fund the acquisitions of Euroflex, Tollok and Green
Turtle See ltem 8 Note 3 Acquisitions for addimional information We invested $52 1 million 1n capital expenditures in fiscal 2016
compared to $48 8 milhon 1n fiscal 2015

Cash used for investing activities was $177 3 milltonn fiscal 2015 compared to $163 8 nullion in fiscal 2014 We invested
$48 8 mulhion n capital expenditures in fiscal 20135 compared to $52 2 million in fiscal 2014 Cash used for investing activities
m fiscal 2015 also included 5138 2 million for the acquisitions of Euroflex, Tollok and Green Turtle (net of cash acquired) as
compared to $112 0 million for acquisitions mn fiscal 2014 In fiscal 2015 we also recerved proceeds of $9 7 million i connection
with the sale of certain property plant and equipment primarily resulting from the sale of certain assets of the Mill Products
business See Item 8 Note 4 Discontinued Operations for additional information

Cash uscd for financing activities was $56 3 million in fiscal 2016 compared to $17 4 mullion in fiscal 2015 Cash used
for financing activities n fiscal 2016 consisted of $40 0 mithon of cash used to repurchase outstanding shares of our common
stock under our board-authorized stoch repurchase program (sce ltem 8 Note 19 Common stoch repurchases and public offerings
for additsonal details) In addiion, we made $19 5 million of principal payments on our term loans and $5 9 million of other
pay ments on short-term debt (inclusive of the $1 3 million redemption of our 8 875% senior notes) This was partially offset by
$5 1 mullion of proceeds from stock option exercises and $4 0 million related to the excess tax benefit on the option exercises
The cash used for financing activities in fiscal 20135 consisted of $19 8 mullion principal payments on our term loans and $4 5
milhion of other net debt payments The cash used by financing activiues in fiscal 2015 also includes $5 8 million retated 1o the
excess tax benefit on stock option exercises and $1 1 million of proceeds on siock oplion cacreises

Cash used for financing activities was $17 4 million in fiscal 2015 as descnibed above compared to $210 3 million 1n
fiscal 2014 |he cash used by financing activities in the fiscal 2014 consisted ofa $150 0 million prepayment of our then-outstanding
term loan associated with the re-pricing of our term loan facility in April 2013 Fiscal 2014 also included a source of cash from
the August 2013 refinancing of our term loan for $1 950 0 million (net of $19 5 million original 1ssue discount) the proceeds of
which were uttlized to fully retire the previousiy outstandimg $1 145 0 million of 8 50% Notes and $786 2 million of term loan
and pay a $109 9 million tender premium to holders of the retired 8 50% Notes The above transactions also included $17 1 million
of retated debt 1ssue costs Additionally we recerved 573 8 million of proceeds from the closing of a common stock offering in
February 2014 net of underwnting discounts and commissions and other direct costs of the offering
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Tabular Disclosure of Contractual Obligations

The table below lists our contractual obligations at March 31, 2016 by pertod when due

Payments Due by Peniod

Less than More than
(in millions) Total 1 Year 1-3 Years 3-5Years 5 Years
Term loans (1) 5 15012 % 195 § 390 3 18427 % —
Other long-term deb1 (2) 397 07 08 04 378
Interest on long-term debt obhgations (3) 406 5 875 170 3 148 6 01
Purchase commutments 1509 1417 85 07 —
Operating lease obhgations 834 148 269 190 27
Pension and post-retirement plans (4) 943 64 24 4 635 n‘a
Tonals $ 26760 § 2706 % 2699 § 20749 % 60 6
(D Excludes an unamortized onginal 1ssue discount and debt tssuance costs of $20 2 millien at March 31 2016
(2} Includes $37 4 million of financing related to the Company's participation n the New Market Tax Credit incentive
program Excludes unamoruzed debt 1ssuance costs of $0 6 million at March 31 2016
(3) Interest on long-term debt obligations represents the cash interest expense using March 31 2016 LIBOR rates
(4) Represents expected pension and post-retirement contributions and benefit payments to be paid directly by us

Contnibutions and benefit pay ments beyond fiscal 2021 cannot be recasonably cstimated

We may be required to make sigmficant cash outlays related to our unrecognized tax benefits ncluding interest and
penalues However, due to the uncertainty of the timing of future cash flows associated with our unrecognized tax benefits we
are unable to make reasonably reliable estimates of the period of cash settlement 1f any with the respective taxing authorities
Accordigly unrecogmized tax benefits including interest and penalties and federal tax benefits w here applicable of $15 6 million
as of March 31, 2016 have been excluded from the contractual obligations table above See Part Il ltem 8 Note 17 Income Taxes
of the consolidated financial statements for more information related to our unrecognized tax benefits

No provision has been made for United States federal income taxesrelated to approximately $174 8 millionofundistnibuted
earnings of foreign subsidiaries that are considered to be permanently reinvested, see Part [l ltem 8 Note 17 Income Taxes to the
consohdated financial statements for further information

QOur pension and post-retirement benefit plans are discussed i detail 1n Item 8 Note 16 Retirement Benefits, 1o the
consolidated financial statements The pension plans provide for monthly pension payments io eligible employces upon retirement
Other post-retrement benefits consist of retiree medical plans that cover a portion of employees n the United States that meet
certain age and service requirements and other post-retirement benefits for employees at certain foreign locations See  Rish
Factors - Our required cash contributions to our pension plans may increase further and we could experience a material change
in the funded status of our defined benefit pension plans and the amount recorded in our consolidated balance sheets relaied to
those plans Additionally our pension costs could ncrease n future years
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Indebtedness
As of March 31 2016 we had $1 920 1 million of total indebtedness outstanding as follows (in millions)

Short-term Debt
and Current

Total Debt at Matunties of Long- Long-term
March 31, 2016 Term Debt Portion
Term loans (1) 3 18810 8 195 ) 1815
Other (2) 391 07 384
Total 5 19204 S 202 $ 18999

(1) Includes unamortized original 1ssue discount and debt 1ssuance costs of $20 2 million at March 31 2016
(2) Includes $36 8 milhion of financing related to the Company's participation 1n the New Market Tax Credit incentive
program and unamortized debt 1ssuance costs of $0 6 million

See llem 8 Note 11 Long-Term Debt to the consolidated financial statements for a descrniption of our cuistanding
indebtedness

Off-Balance Sheet Arrangements
We do not have any off-balance sheet or non-consohidated special-purpose entities

Quantitative and Quahtative Disclosures about Market Risk

We are exposed to market nisk during the normal course of business from changes 1n foreign currency exchange rates
and interest rates The exposure to these risks 1s managed through a combination of normal operating and financing activities and
derivative financial instruments 1n the form of foreign currency forward contracts and interest rate swaps to cover known foreign
currency transactions and interest rate fluctuations

Foreign Currency Exchange Rate Risk

Our exposure to foreign currency exchange rates refates primarily to our foreign operations For our foreign operations
exchange rates impact the US Dollar ("USD") value of our reported earnings our vestments in the subsicharies and the
intercompany transactions with the subsidiaries See Part | Item 1A Our international operations are subject to uncertainties
which could adversely affect our business financial condition results of operations or cash flows

Approximately 32% of our sales originated outside of the United States 1n fiscal 2016 As a result fluctuations in the
value of foreign currencies against the USD particularly the Euro may have a material impaci on our reported results Revenues
and expenses denomimated in foreign currencies are translated into USD at the end of the fiscal period using the average exchange
rates 1n effect duning the period Consequently as the vatue of the USD changes relative to the currencies of our major markets
our reported results will vary

Fluctuations 1n currency exchange rates also impact the USD amount of our stockholders' equity The assets and liabilities
of our nen-U S subsidiaries are translated into USD at the exchange rates in effect at the end of the fiscal periods As of March 31
2016 stockholders' equity decreased by $10 0 million from March 31, 2015 as a result of foreign currency translation adjustments
If the USD had sirengthened by an additional 10% as of March 31 2016 the result would have further decreased stockholders’
equity by approximately $51 8 milhon

As we continue 1o expand our business globaliy our success will depend in large part on our ability to anticipate and
effectively manage these and other risks associated with our mternational operations However any ofthese factors could adversely
affect our international operations and consequently our operating results

At March 31 2016 we had entered 1nto certain foreign currency forward contracts These foreign currency forward
contracts were not accounted for as effecuve cash flow hedges in accordance with ASC 815 Derwvatives and Hedging ( ASC
815 ) and as such were marked to market through earmings A hypothetical 10% adverse change in the foreign currency exchange
rates would have resulted in a $1 9 million increase in the fair value of foretgn exchange forward contacts as of March 31 2016

Interest Rate Risk

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

A substantial portton of our indebtedness including indebtedness under the sentor secured credit facihities bears mterest
at rates that fluctuate with changes in certain short-term prevailing interestrates Asof March 31 2016 our outstanding borrowings
under the term loan facility were $1 881 0 mullion (net of $20 2 million unamortized original 1ssue discount and debt 1ssuance
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costs) Asof March 31 2016 current borrowings under the Company 's credit agreement had an effective and weighted average
interest rate of 4 00% determined as LIBOR (subject to a 1% floor) pius an apphicable margin of 3 00%

In fiscal 2014 we entered 1nto three forward-starting interest rate swaps to hedge the vanability in future cash flows
associated with a poruon of the vanable-rate term loans The forward-starting interest rate swaps convert $650 0 mullion of the
variable-rate term loans to a weighted average fixed interest ratc of 2 55% plus the applicable margin (and inclusive of a 1%
LIBOR floor) Those interest rate swaps became cffective beginning on Scptember 28 2015 with a matunty of September 27
2018 In fiscal 2015. we also entered into two interest rate caps i order to mitigate exposure Lo 1increasing interest rates on our
vanable-rate interest loans The interest rate caps were effective beginning as of October 24 2014 with a maturity of October 24
2018 and cap the interest en $750 0 mithon of our vanable-rate interest loans at 3% plus the apphcable margin - The existing
interest rate swaps and interest rate caps together have effectively hedged approximately 74% of our outstanding vanable rate
term loans with a weighted average interest rate that cannot exceed 2 79% plus the applicable margin of 3%

Our net income would likely be affected by changes 1n market interest rates As discussed above our term loan facihities
are subject 1o a 1% LIBOR floor Therefore a 100 basts point increase in the March 31 2016 marhet interest rate would increasce
interest expense under the sentor secured credit facilities by approximately $5 5 mrllion on an annual basis An additional 100
basts point increase 1n the LIBOR rate would add approximately $12 5 million of annual interest expense under our term loan
facility

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The mformation with respect 1o the Company's market rish 15 contained under the caption "Quanuitative and Quahtative
Disclosures About Market Risk” in Item 7 Management's Discussion and Analysis of Financial Condition and Results of
Opcrations

43




ITEM 8 FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The consohdated financial statements included in this Form 10-K include the accounts of Rexnord Corporatton and
subsidiaries {collectively the "Company )}
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Report of Independent Registered Public Accounting Firm
I'he Board of Directors and Stockholders of Rexnerd Corporation

We have audited the accompanying consolidated balance sheets of Rexnord Corporation as of March 31 2016 and 2015,
and the related consolidated statements of operations comprehensive income (loss) stockholders equuty and cash flows for each
of the three years in the period ended March 31 2016 Our audits also included the financial statement schedule listed in ltem 15
(a)(2) These financial statements and schedule are the responsibility of the Company s management QOur responsibility ts 1o
express an opimion 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 (Umted
States) Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement An audit includes examiming on a test basis evidence supporting the amounts and
disclosures 1n the financial statements An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financtal statement presentation We believe that our audits provide a
reasonable basis for our opinion

In our opimion the financial statements referred to above present fairly 1n all material respects, the consolidated financial
position of Rexnord Cerporation at March 31 2016 and 2015 and the consolidated results of its operations and 1ts cash flows for
each of the three years in the period ended March 31 2016 1n conformiuty with US generally accepted accounting principles
Also m our opimon the related financial statement schedule when considered in relation to the basic financial statements tahen
as a whole presents fairly in all material respects the mformation set forth theremn

We also have audited 1n accordance with the standards of the Public Company Accounting Oversight Board (United States),
Rexnord Corporation s internal control over financial reporting as of March 31 2016 based on crmtena established in Internal
Control-Integrated Framework 1ssued by the Committee of Sponsoring Orgamizauons of the Treadway Commission (2013
Framework) and our report dated May 18, 2016 expressed an unqualified opimon thereon

/s/ ERNST & YOUNG LLP

Milwaukee Wisconsin
Mayv 18 2016
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Stockhelders of Rexnord Corporation

We have audited Rexnord Corporation s internal control over financial reporting as of March 31 2016 based on critena
established in [nternal Control-Integrated Framework 1ssued by the Commitice of Sponsoring Organizations of the Treadway
Commission (2013 Framework }{(the COSOcritena ) Rexnord Corporation s management is responsible for maintaining effective
nternal control over financial reporting and for 11s assessment of the effectiveness of internal control over financial reporting
included 1n the accompanying Management s Annual Report on Internal Control over Financial Reporting Our responsibility is
1o express an opinion on the company’s internal control over financial reporting based on our audit

We conducted our audnt 1n accordance with the standards of the Public Company Accounting Oversight Board (Umited
States) Those standards require that we plan and perform the audit to obtain reasonable assurance about w hether effective internal
control over financial reporting was mamntamed in all matenal respects Our audit included obtaining an understanding of internal
control over financial reporting assessing the risk that a matenal weakness evsts 1lesung and evaluaung the design and operating
effectiveness of mnternal control based on the assessed nsh and performing such other procedures as we censidered necessary 1n
the circumstances We believe that our audit provides a reasonable basis for our opinion

A company s internal control over financial reporting 1s a process designed to provide reasonable assurance regarding the
rehiabihty of financial reporting and the preparation of financial statements for exiernal purposes 1n accordance with generally
accepied accounting principles A company s internal control over financial reporting includes those policies and procedures that
(1) pentain to the maintenance of records that 1n reasonable detail accurately and fairly reflect the transactions and dispositions
of the assets of the company, (2) provide reasonable assurance that transacuons are recorded as necessany 10 permit preparation
of financial statements 1n accordance with generally accepled accounting principles and that receipts and expenditures of the
company are being made only 1n accordance with authonsations of management and directors of the company, and (3) provide
reasonable assurance regarding prevention or imely detection of unauthorized acquisition use or disposttion of the company s
assets that could have a matenal effect on the financial statements

Because of 1ts tnherent mitations internal control over financial reporting may not prevent or detect misstatements Also
projecuons of any evaluation of effectiveness to future peniods are subject to the risk that controls may become inadequate because
of changes in condittons or that the degree of compliance with the pohicies or procedures may deteriorate

In our opiion Rexnord Corporation maintained 1n all matenal respects effective internal control over financial reporting
as of March 31 2016 based on the COSO critena

We also have audited 1n accordance with the standards of the Pubhic Company Accounting Oversight Board (Umited States)
the consohdated balance sheets of Rexnord Corporation as of March 31 2016 and 2015 and the related consolidated statements
of operations comprehensive income (loss) stockholders equity and cash flows for each of the three » ears 1n the period ended
March 31 2016 of Rexnord Corporation and our report dated May 18 2016 expressed an unqualified opimion thereon

/s LRNST & YOUNG LLP

Milwaukee Wisconsin
May 18 2016
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Rexnord Corporation and Subsidiares
Consolidated Balance Sheets
(in Mullions, except share amounts)

March 31, 2016 March 31, 2015

Assets
Current assets

Cash and cash cquivalents $ 4846 $ 3703

Recelvables net 3176 3360

Inventortes net 3272 3677

Other current assets 467 536
Total curremt assets 11761 11276
Property plant and equipment net 3972 4176
Intangible asseis, net 5309 5877
Goodwtll 11938 12023
Insurance for ashustos claims 320 350
Other assets 348 391
Total assets 5 33548 § 3409 3
Liabilities and stockholders’ equaty
Current liabilines

Current matuntics of debt s 202 5 243

Trade payables 2008 2341

Compensation and benefits 540 539

Current poriian of pension and pestretirement benefit obliganons 50 50

Other current habilines 124 4 1157
Total current kabilities 404 4 4330
Long-term debt 18996 19157
Pension and postretirement benefit obligations 1955 2030
Deferred income tases 186 ¢ 2033
Reserve for asbestos claims 320 350
Oiher habilities 4940 66 6
Tota) habtlihies 27668 28566
Stockholders equity

Preferred stoch $0 01 par value 10 000 000 shares authonized none 1ssued — —

Commeon stoch S0 01 par value 200,000 000 shares authonzed shares issued 101 435 762 at March

31 2016 and 102 681 964 at March 31 2015 10 10

Additsonal patd-in caputal 8562 8859

Retained deficat (129 &) (197 5)

Accumulated other comprehensive loss (1390) (1302

Treasury stoch at cost 0 and 900 904 shares at March 31 2016 and March 31,2015 respectively — 6 3)
Total Rexnord stockholders’ equit 5886 5529
Non-controlling mierest (0 6) {02
Total stockholders' equiny 5884 3527
Total habilittes and stockholders’ equity 5 33548 § 34093

See notes to consolidated financial statements
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Rexnord Corporation and Subsidiartes
Consolidated Statements of Operations
(1in Millions, except share and per share amounts)

Net sales
Cost of sales
Gross profit
Selling general and administrative expenses
Restructuring and other stmilar charges
Actuanal Foss on pension and postreturement benefit obligauons
Amortization of intangible assets
Income from operations
Non-eperating espense
Interest expense net
Loss on the extingwishment of debt
Other mncome {expense} nes
Inceme from continuing operations before income taxes
Provision (benefit) for income taxes
Netincome from continuing operanons
{Loss) income from discontinued operations net of tax
Netincome
Non-controlling mterest loss
Net income attmbutable to Reanord

Net income per share from continuing operations
Basic
Diluted
Net (loss) income per share from discontinued operations
Basic
Diluted
Net income per share attributable to Rexnord
Basic
Diluted
Weighted-average number of shares outstanding {in thousands)
Basic
Effect of dilutive stock options
Diluted

Rexnord Corporation and Subsidianies

Consolhidated Statements of Comprehensive Income (Loss)

Net income attnbutable to Rexnord
Other comprehensive income (loss)
Foreign currency translation adjustments

Unrealized loss on interest rate derivatives, net of tax

Change m pension and other postrenrement defined benefit pians nei of
tan

Other comprehensive (loss) income net of tax
Non-controlling interest loss
Total comprehensive mcome (loss)

Year Ended
March 31, 2016 March 31, 2015 March 31, 2014

S 19238 § 30502 S 20343
12586 13040 128009

6652 746 2 733 4

3857 4151 4191

349 129 84

129 594 27

574 551 508

1743 2037 2724

9t 4 (879) (109 1)

— — (1332

31 (72) SR

860 1086 150

171 168 (100)

689 Q18 250

14 (80) 46

675 838 296

(04) — (06)

3 679 % B3& % 302

$ 068 % 09 %

s 067 S 088 § 025
$ ©on $ (008 $ 005
3 oon s (008 § 0405
$ 067 § 082 % 031
3 066 S 08 5 030
100 841 101 530 98 105

2 469 3197 3,213

103 310 104 727 101 318

{(in Miihons)
Year Ended
March 31, 2016 March 31, 2015 March 31, 2014

N 679 % 838 3 302
(100) (843 71
(4 3} (109 a7

55 (a2 95

88 (106 4} 149
04 — (0 6)

$ 587 § (226) $ 445

See notes to consolidated financial statements
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Rexnord Corporation and Substdiaries

Consohdated Statements of Stockholders’ Equity
(m Millions)

Balance at March 11 2013
Comprehensive ingome {loss)

Net income (loss)

Foreign ¢urrency translation adjusiments

Unrealized loss on 1nterest rate dervatives netof $1 0
million meome tax benefit

Change in pension and other postreurement defined
benefit plans net of $4 9 million income tax expense

Total coniprehensive income (loss)

Stock based compensation expense

[ssuance of equity to non-controlling 1nterest holders
Issuance of common stock net of direct offening costs (3)
Exercise of stock options net of shares surrendered

Tax benefit on stock option exercises

Balance at March 31 2014

Comprehensive meome (loss)

Met income

Foreign currency translauion adjustments

Unrealized loss on interest rate dernvanses net of $4 2
millien income tax benefit

Change 1n pension and other postretirement defined
beneflt plans net of $4 3 milhion income t1ax benefit

Total comprehenstve mcome (loss)

Stock-based compensation expense

Exercise of stock options net of shares surrendered
Tax benefit on stock option exercises

Balance at March 31 2013

Comprehensive mncome {loss)

Net mcome

Foreign currency translation adjustments

Unrealized loss on mierest rate dernatives net of $2 6
milhon income t1ax benefit

Change 1n pension and other postretirement defined
benefit plans net of $3 O mullion income tax expense

Total comprehensi e income (loss)

Stock-based compensation expense

Common stock repurchased and canceled (4)
Exercise of stock options net of shares surrendered
Cancellation of treasurv stock

Tax benefit on stock option exercises

Balance at March 31 2016

(1) Dunng fiscal 2016 the Company canceled all outstanding shares held i treasury stock and returned such shares to the status of authenzed but umissued shares

Aecumulated

(2) Represents a 45% non controlling interest 1n a Water Management joint venture

Additional Retained Other “on- Total
Common Pad-In (Deficit) Comprehensive Treasu controlling Stockholders’
Capital Earmings {Lass) Income Stock (1) snterest (2} {Deficit) Equaty
10 7840 311 3) (387 (63) — 428 5
— — 302 - - 06) 296
— — — 71 _ — 71
— — — (17 — — an
— — — 95 - —_ 935
— - 02 149 —_ (0 6) 44>
— 70 — — — _— 70
— —_ — — — 04 04
— 38 — — — —_ 718
— 21 — — — — 21
— 58 —_ — — — 58
10§ 8727 § (28173 (238) § 63) § ©2) S 562 1
— — 838 —_ — — 838
— — — {84 3) — — (84 3)
— — - (109) — — {109)
— — — {112) — — (112)
— —— 838 (106 4) — — (22 6)
— 63 — — — — 63
— 11 — _— — — il
— 58 — — —_ —_ 58
0§ 8859 $§ (1979 (1302) § ©3) $ 02 % 5527
— — 679 — — 04) 675
- — — (10 0) —_ —_ (10 0)
— — — “3 — — 43)
— — — 55 — — 55
— — 679 (8 8) — (04} 587
—_ 75 — — - - 75
- (400 — — -— — (40 0)
— 51 — — — — 51
51 63 —_
- 40 - — — — 40
1Q 8562 (1296) {1390) — (06) 588 0

(3) Onkebruary 5 2014 the Company closed a public offering of shares of its common stock  In that offering the Company sold 3 000 000 shares of cemmon stack at a public
offering price of $25 75 per share for aggregate offenng proceeds of $73 8 million net of underwniting discounts and commussions and other direct casts of the offering

(4) Durnng fiscal 2016 the Company repurchased and canceled 1 552 500 shares of commaon stock at a total cost of $40 0 million at an average price of $25 76 Refer to Mote 15 for

additional information regarding the stock repurchase program

See notes to consolidated financial statements
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Rexnord Cerporation and Subsidiaries
Consolidated Statements of Cash Flows
{in Millions)

Year Ended
March 31, 2016 March 31, 2015 March 31, 2014
Operating activities
Net income b3 675 % 838 § 296
Adjustments to reconcile net income to cash provided by operating activities
Depreciation 580 571 561
Amortization of intangible assets 574 551 508
Amortizatnon of deferred financing costs 20 21 26
Non-cash asset impairment 173 —
L.oss on dispositions of propertv plant and equipment 06 30 23
Deferred mcome taxes (139} (369 27 6)
Non-cash charge for disposal of discontinued operations 15 97 —
Actuanial loss on pension and post retrement benefit obhgatons 129 594 27
Other non-cash charges (credits) 96 o8 on
Lass on extinguishment of debt — — 133 2
Stock-based compensation expense 75 64 70
Changes 1n operating assets and habilities
Recervables 15 61 (113
[nventories 377 (152) (113
Other assets 75 01 (6 8)
Accounts pavable (324) 37 260
Accruals and other (159 213 {62 4)
Cash provided by operating activivies 21990 2459 190 8
Investing act ilies
Expenditures for property plant and equipment (52 1) (48 8) (522)
Acquisitions net of cash acquired 11 {1382) (1120)
Proceeds from dispositions of property plant and equipment 58 05 04
Proceeds from divestture net of cash — 92 —
Cash used for investing activities (45 2) (177 3) (163 8)
Financing activities
Procceds from borrow ings of debt 09 01 19351
Repavments of long-term debt (19 3) 198 (1948 4)
Proceeds from borrow ings of short-term debt — 115 135
Repayments of short-term debt (59 (16 1) (165 6)
Pavment of deferred financing fees 09 — (a7 n
Payment of tender premium — — (109 9)
Proceeds from issuance of common stock nes of direct offertng costs — — 738
Proceeds from exercise of stoch opuons 51 11 21
Third partv nvestment in non-controlling interest — — 04
Repurchase of Company common stock (40 0} — —
Excess tax benefit on exercise of stock optiens 40 58 58
Cash used for financing activities (56 3) (17 4) 210 3)
Effect of exchange rate changes on cash and cash equivalents 32 (99 (18
[ncrease (decrease) in cash and cash equivalenis 1143 313 (1851
Cash and ¢ash equivalents at beginning of perod 31703 3390 524 1
Cash and cash equivalents at end of penod 3 4846 § 3703 S 3390

See notes to consolidated financial statements
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Rexnord Corporation and Subsidiaries

Notes to Consohdated Financial Statements
March 31,2016

1. Basis of Presentation and Description of Busimess

The consolidated financial siatements cluded herein have been prepared by Rexnord Corporation ( Rexnord or the
"Company") 1 accordance with accounung principles generatly accepted in the United States ("GAAP™) pursuant to the rules
and regulations of the Securities and Exchange Commussion 1he consolidated financial statements mclude the accounts of the
Company and 1ts subsicharies  All intercompany balances and transactions have been eliminated in consolidation In the opinion
of management. the consolidated financial statements include all adjustments necessary for a fair presentation of the financial
posiuion and the resulis of operations for the periods presented

The Company

Rexnord 15 a growth-oriented mulu-platform industrial company with what 1t beheves to be leading marhet shares and
highly-trusted brands that serve a diverse array of global end markets [he Company’s heritage of innovation and specification
have allowed 1t to provide highly-engineered mission-critical solutions to customers for decades and affords the privilege of
having long-term valued relauonships with market ieaders The Company operates 1n a disciplined way and its Rexnord Business
System ( RBS )1s the operating philosophy Grounded in the spirit of continuous improvement RBS creates a scalable process-
based framework that focuses on dnving superior cusiomer satisfaction and financial results by targeting world-class operating
performance throughout all aspects of its business

1 he Process & Motion Control platform designs manufactures markets and services a comprehensive range of specified
highly-engineered mechanical components used within complex systems where our customers’ reliability requirements and costs
of failure or downtime are high | he Process & Motion Control portfolio includes motion control products shaft management
products aerospace components and related value-added services

The Water Management pliatform designs procures manufactures and markets products that provide and enhance water
quality safety flow control and conscrvation The Water Management product portfolio includes professtonal grade water control
and safety water distnbution and drainage finish plumbing and site works products for primarily nonresidential buiidings and
flow control products for water and wastewater treaument tnfrastructure markets

2, Sigmificant Accounting Policies

Use of Estimates

lhe preparation of financial statements in accordance with GAAP requires managemcent to make estmates and
assumpuions that affect the amounts reported in the consolidated financial statements and accompanying notes Actual results
could differ from those estimates

Reclasstficanons
Certain prior y car amounts have been reclassified to eonform to the fiscal 2016 presentation
Revenue Recognition

Net sales are recorded upon transfer of title and nisk of product loss to the customer Net sales relating to any particular
shipment are based upon the amount invoiced for the delivered goods less estimated future rebate payments and sales returns
which are based upon the Company s historical experience Revisions to these estimates are recorded in the peried in which the
facts that give rnise o the revision become known The value of returned goods during the years ended March 31 2016 20135 and
2014 was approximately 1 0% or less of net sales Other than a standard product warranty, there are no post-shipment obligations

The Company classifies shupping and handling fees billed 10 customers as net sales and the corresponding costs are
classified as cost of sales 1n the consolidated statements of operations

Srock-Based Compensation

The Company accounts for stoch based compensation in accordance with Accounting Standards Codification ("ASC")
718 Accounting for Stock Compensation ("ASC 718") ASC 718 requires compensation costs related o stock-based payment
transactions 1o be recognized 1n the financial statements Generally compensation cost 1s measured based on the grani-date fair
value of the equity mstruments 1ssucd Compensation cost 1s recognized over the requisite service period generally as the awards
vest See further discussion of the Company s equity plans in Note 15 Stock-Based Compensation
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Per Share Dara

Basic net income {loss) per share from continuing and disconuinued operations 1s computed by dividing net income from
contmuing operations and (loss) income from discontinued operations respectively by the corresponding weighted average number
of common shares outstanding for the period Diluted net income (loss) per share from continuing and discontinued operations
15 computed based on the weighted average number of common shares outstanding increased by the number of incremental shares
that would have been cutstanding 1 the potenutal dilutive shares were 1ssued through the exercise of outstanding stock options 1o
purchase common shares except when the effect would be anti-dilutive  The computation for diluted net income per share for
the fiscal year ended March 31 2016, 2015 and 2014 excludes2 896 640 1.268 623 and 1 278,316 shares due to thewr anti-dilutive
effects respectively

Cash and Cash Equivalents

The Company considers all highly hquid investments with a matunity of three months or less to be cash and cash
equivalents

Recervables

Receivables are stated net of allowances for doubtful accounts of $8 9 million at March 31 2016 and $16 8 million at
March 31 2015 The Company evaluates the collectability of its receivables and establishes the allowance for doubtful accounts
based on a combination of specific customer circumstances and historical write-off experience Credit 1s extended to customers
based upon an evaluation of their financial position Generally, advance pay ment 1s not required  Allowances for doubtful accounts
established are recorded within Selling general and admimistrative expenses within the consolidated statements of operations

Significant Customers

The Company s largest customer accounted for 8 4%. 8 9% and 7 8% of consolidated net sales for the years ended
March 31, 2016 2015 and 2014, respectively Receivables related to this Process & Motion Centrol industrial distnibutor at
March 31 2016 and 2015 were $8 1 million and $10 2 mullion respectively

Inventories

Inventortes are comprised of matenial direct labor and manufacturing overhead and are stated at the lower of cost or
market Marhet 1s determined based on estimated net realizable values Approximately 64% of the Company s total inventories
as of both March 31, 2016 and 2015 were valued using the last-in first-out (LIFO) method All remaiming inventones are valued
using the first-in first-out (FIFO) method

In some cases the Company has determined a certain portion of inventones are excess or obsolete In those cases the
Company writes down the value of those inventories to their net realizable value based upon assumptions about future demand
and market condrtions If actual market conditions arc more or less favorable than those projected by management adjustments
to established inventory reserves may be required The total write-down of inventories charged 1o expense was $9 5 mullion $52
million and $3 8 million dunng fiscal 2016 2015 and 2014 respectively

Property, Plant and Equipment

Property. plant and equipment are stated at cost Depreciauon is provided using the straight-line methed over 10 to 30
vears for bulldings and improvements 5 to 10 years for machinery and equipment and 3 to 5 years for computer hardware and
software Where appropriate the depreciable lives of certain assets may be adjusted to reflect a change m the use of those assets
or depreciation may be accelerated in the case of an eventual asset disposal Maintenance and repair costs are expensed 4s incurred

Goodwill and Intangible Assets

Intangible assets consist of acquired trademarks and tradenames customer retationships (including distribution network)
and patents The customer relationships patents and certan tradenames are being amortized using the straight-line method over
thewr esumated useful lives of 3 1o 20 years, 3 to 15 vears and 3 to 10 vears respectively Goodwill trademarks and certain
tradenames have indefimte lives and are not amortized  However. the goodwill and intangible assets are tested annually for
impairment using a discounted cash flow and market value approach analysis and may be tested more frequently if any tnggering
events occur that would reduce the recoverability of the asset

Impairment of Long-Lived Assets

The carrying value of long-lived assets including amortizable mtangtble assets and tangible fixed assets are evaluated
for impairment whenever events or changes in circumstances indicate that the related carrying amounts may not be recoverable
[mparrment of amortizable intangible assets and tangible fixed assets 15 generally determined by comparing projected undiscounted
cash flows to be generated by the asset or group of assets to 1ts carrying value I impairment isidentified aloss 1s recorded equal
10 the excess of the asset’'s net book value over 1ts fair value and the cost basis 1s adjusted Determination of the fair value requires
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various estimates including internal cash flow estimates generated from the asset quoted market prices and appraisals as appropriate
to determine fair value Actual results could vary from these estimates

Product Warranty
The Company offers warranties on the sales of certain of 1ts products and records an accrual for estimated future claims
Such accruals are based upon histerical experience and management’s estimate of the level of future claims The following table
presents changes in the Company s product warranty habihty durmg each of the perods presented (in millions)

Year Ended Year Ended Year Ended
March 31, 2016 March 31, 2015 March 31, 2014
Balance at beginning of period g 68 § g0 S 77
Acquired obligations — _ 02
Charged to operauions 28 18 314
Claims settled 28 30 38
Balance at end of period $ 68 § 68 § 80

Income Taxes

[he Company accounts for income taxes 1n accordance with ASC 740 Accounting for Income Taxes ("ASC 7407)
Deferred income taxes arc provided for future 1ax effects attributable 1o 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 habilities are measured using enacted tax rates expected to apply to taxable income 1n the
vears in which those temporary differences are expected 1o be actually paid or recovered 1he effect on deferred tax assets and
liabihittes of a change 1n tax rates 1s recognized in the results of continuing operations 1n the period that includes the date of
enactment

The Company regularly reviews 1ts deferred tax assets for recoverabihity and provides a valuation allowance against its
deferred tax assets 1f, based upon consideration of all positive and negative evidence, the Company determines that 1t 1s more-
likely-than-not that a portion or all of the deferred tax assets will ultimately not be realized 1n future 1ax periods Such positive
and negative evidence would include review of historical earnings and losses anticipated future ¢arnings, the time period over
which the temporary differences and carryforwards are anticipated 10 reverse and implementation of feasible prudent tax planning
strategles

The Company 15 subject to income taxes in the United States and numerous foreign junsdictions Sigmficant judgment
1s required in determiming the Company's worldwide provision for income taxes and recording the related deferred 1ax assets and
habihities In the ordinary course of the Company's business there 1s inherent uncertainty 1n quantifying the ulumate tax outcome
of all of the numerous transactions and required calculations relating to the Company's 1ax positions Accruals for unrecognized
tax benefits are provided for in accordance with the requirements of ASC 740 An unrecognized tax benefit represents the difference
between the recognition of benefits related to uncertain tax positions for income tax reporting purposes and financial reporting
purposes The Company has established a reserve for interest and penalties as applicable for uncertain tax positions and it 1s
recorded as a component of the overall income tax provision

The Company 1s subject to pertodic income tax examinations by domestic and foreign income tax authonities Although
the outcome of iIncome lax examinations 1s always uncertain the Company believes that it has appropriate support for the positions
taken on its income 1ax returns and has adequately provided for potential income tax assessments Nonetheless, the amounts
ultimately settled relating to 1ssues raised by the taxing authorttics may differ matenally from the amounts accrued for each vear

See Note 17, Income Taxes, for additional information
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Accumulated Other Comprehensive Loss

The changes 1n accumulated other comprehensive loss net of tax for the fiscal years endmg March 31 2016 2015 and
2014 are as follows (in mithons)

Foreign Pensiwon and
Interest Rate Currency Postretirement
Dernatinves Translation Plans Total
Balance Aprd 1 2013 — 07 (394) (387)
Other comprehensive (loss) income before reclassifications 17) 71 105 159
Amounts reclassified from accumulated other comprehensive
loss — — (£0) am
Net current period other comprehensive (loss) income {17} 71 95 146
Balance at March 31 2014 (17 78 (299 238
Other comprehensive loss before reclassifications (10 9) (84 3) {141} (109 3)
Amounts teclassified from accumulated other comprehensinve
loss — — 29 29
Net current period other eomprehensive loss (109) (84 3} 12 (106 4)
Baiance at March 31 2035 $ (126) § (765 § 411y % (130 2)
Other comprehensive (loss) income before reclassificanens 45 (0o 67 (76)
Amounts reclassified from accumulated other comprehensive
loss — — (12) (12
Net current peniod other comprehensive {less) meome 43) (100) 55 {88)
Balance at March 31 2016 $ {169) % 865 § (356) § (1390)

Ihe following table summanizes the amounts reclassified from accumulated other comprehensive loss to net income
during the fiscal years ending March 31 2016 2015 and 2014 (1n millions)

Year Lnding Year Ending Year Ending

Pension and postretirement plans March 31, 2016 March 31, 2015 March 31, 2014 Income Statement Line Item

Amortizanon of pnior service credst Selhing general and

$ {19 3 (17 % (1 7) admunistrative expenses
Lump Sum Settlement Actuarial loss on pension and
— 65 - postretirement benefit obligations

Provision {benefit) for income taves 07 (19} 07

Total net of income taxes 5 (12)y § 29 % (10)

Derwvative Financial Instruments

The Company 15 exposed to certan financial risks relating to fluctuations in foreign currency exchange rates and interest
rates | he Company selectively uses foreign currency forward contracts and interest rate derivatives to manage 1ts foreign currency
and interest rate nsks All hedging transactions are authorized and executed pursuant to defined policies and procedures which
prohibit the use of financial instruments for speculative purposes

The Company accounts for derivative instruments 1n accordance with ASC 815, Accounting for Derivative Instruments
and Hedging Activities (| ASC 813 ) ASC 815 requires companies to recognize all of its denvative instruments as either assets
or liabilies 1n the balance sheet at fair value Fair value 1s defined under ASC 820 Fair Value Measurements and Disclosures
{ ASC 820 ) as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal
or most advantageous market for the asset or liability 1n an orderly transaction between market participants The accounting for
changes in the fair value of a denvative imstrument depends on whether the derivative insirument has been designated and quahifies
as part of a hedging relationship and further on the ty pe of hedging relationship As of March 31 2016 and 2015 the Company
had forward-siarting interest rate swaps and interest rate caps on its variable rate term debt that are designated and qualify as
hedging instruments For the derivative instruments designated and quahfying as effective hedging instruments under ASC 815,
the changes in the fair value of the effective portron of the instrument are recognized in accumulated other comprehensive loss
whereas any changes 1n the fair value of a derivative instrument that 15 not designated or does not quahfy as an effective hedge
are recorded 1n other non-operating expense See Note 12 Derivative Financial Instruments, for further information regarding the
classification and accounting

Fmancial Instrument Counterparties

The Company 15 exposed to credit losses i the event of non-performance by counterparties to its financial instruments

The Company anticipates however that counterparties will be able to fully satisfy their obligations under these instruments The

Company places cash and temporary investments and foreign currency and interest rate swap and cap contracts with various high-
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quahty financial mstitutions Although the Company does not obtain collateral or other security to support these financial
mstruments 11 does penodically evaluate the credit-worthiness of each of 1ts counterparties

Foreign Currency Translation

Assets and labilities of subsidiaries operating outside of the United States with a functional currency other than the U §
dollar are translated into U S dollars using exchange rates at the end of the respective period Revenues and expenses of such
entities are translated at average exchange rates 1n effect during the respective peniod Foreign currency translation adjustments
are included as a component of accumulated other comprehensive loss Currency transaction losses are included in other expense
net in the consohdated statements of operations and totaled $3 O mullion $1 5 millionand $3 9 million for the years ended March 31
2016 2015 and 2014 respectively

Adverusing Costs

Advertising costs are charged to selling, general and administrative expenses on the consolidated statements ofoperations
as incurred and amounied to $9 2 millton $10 4 milhon and $2 6 million for the years ended March 31 2016 2015 and 2014
respectively

Research, Development and Engineering Costs

Research development and engineenng costs are charged to selling general and administrative expenses on the
coensolidated statements of operations as tncurred and for the years ended March 31 2016 2015 and 2014 amounted 1o the
following (in milhons)}

Year Ended March 31, Year Ended March 31, Year Ended March 31,

2016 2015 2014
Research and development <osts $ 124 % 128 % 130
Engineening costs 248 260 284
Total $ 372 % 388 % 14

Concentrations of Credit Risk

Financral instruments that potentially subject the Company 1o significant concentrations of credit risk consist of cash and
temporary investments forward currency contracts and trade accounts receivable

Recent Accounning Pronouncements

In March 2016 the Financial Accounting Standards Board ("I'ASB") 1ssued Accounting Standards Update ("ASU™)
2016-09, Compensation—Stock Compensation (Topic 718} Improvements to Employee Share-Based Payment Accounting ("ASU
2016-09") ASU 2016-09 simplifies the accounting for share-based payvment transactions mcluding the income tax consequences
classification of awards as erther equity or liabilities and classification on the statement of cash flows ASU 2016-091s effective
for annual and interim penods beginning n 2017 with early adoption permitted The Company 1s evaluating the impact of the
adoption of ASU 2016-09 on 1ts consolidated financial statements

In February 2015 the FASB 1ssued ASU 2016-02 Leases (Topic 842) ("ASU 2016-02") which requires management o
recognize lease assets and lease habihities by lessees for all operating leases on the consolidated balance sheets ASU 2016-02 1s
effective for the Company's fiscal 2019 and interim periods included therein on a modified retrospective basis  The Company 1s
currently evaluating the impact this gurdance will have on its financial statements upon adoption

In November 2015, the FASB 1ssued ASU 2015-17, lncome laxes (Topie 740) Balance Sheer Classification of Deferred
Taxes ("ASU 2015-17") ASU 2015-17 changes how deferred taxes are classified on the balance sheet eliminating the current
requirement for organizations to present deferred tax liabilities and assets as current and noncurrent 1n a classified balance sheet
Instead organtzations will be required to classify all deferred tax assets and habihities as noncurrent ASU 2015-17 1s effective
for fiscal years and interim periods within those years beginning after December 15 2016 The Company elected to early adopt
ASU 2015-17 for fiscal 2016 on a retrospective basis in order to enhance comparabilty Accordingly the Company has presented
prior period amounts for deferred income taxes m a manner that conforms to the current period presentation

In September 2015 the FASB 1ssued ASU 2015-16 Business Combinations (Topic 803) Stmplifying the Accounting for
Measurement-Period Adyustments ("ASU 2015-16") which removes the requirement to restate prior penods to reflect adjustments
made to provisional amounts Rather adjustments to the provisional amounts are to be recognized n the reporting period in which
the adjustments are recogmized The adjustments related to previous reporting periods since the acquisition date must be disclosed
by income statement line item erther on the face of the income statement or n the notes As permitted by ASU 20135-16, the
Company elected to early adopt this guidance beginming in the second quarter of fiscal 2016 with no material impact to the financial
statements or related notes thereto
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In July 2015 the FASB 1ssued ASU No 2013-11 Simplifinng the Measurement of Inventory ("ASU 2015-11"}y ASU
2015-11 requires inventors to be measured at the low er of cost and net realizable value which 1s defined as the estimated selling
price inthe ordinany course of business less reasonably predictable costs of completion disposal and transportation Under existing
guidance net realizable value 1s one of several calculations needed to measure inventory at lower of cost or market and as such
the new guidance reduces the complexity in measurement ASU 2015-111s effective for the Company's first quarter of fiscal vear
2018 with early adopuion 1s permitied and must be applied prospectively 1he Company 1s currently evaluaung the impact of the
adoption of this requirement on the consohdated financial statements

In Apnl 2015 the FASB 1ssued ASU No 2015-03 Interest—Impuiation of Interest (Subtopic 833-30) Sumplipning the
Presentation of Debt Issuance Costs ("ASU 2015-03") The amendments in ASU 2015-03 require that debt 1ssuance costs related
to a recogmzed debt hability be presented in the balance sheet as a direct deduction from the carnving amount of that debt hability
consistent with debt discounts The recognition and measurement of debt 1ssuance costs 1s not affected by the amendments in this
update ASU 2015-03 15 effective for fiscal years beginming afier December 15 2015 and 15 required to be applied retrospectively
to all prior periods presented  As permitted by ASU 2015-03 the Company elected to early adopt this guidance beginning with
the first quarter of fiscal 2016 which resulted in the reclassification of $10 5 million of unamortized debt 1ssuance costs from
other assets to long-term debt on the consolidated balance sheets as of March 31 2015 Refer to Note 11 Long- Ierm Debt for
additional discussion regarding debt instruments and related classification

In May 2014 the FASB issued ASU No 2014-09 Revenue from Contracts with Customers ("ASU 2014-09") 1n order
to develop a common revenue standard for US GAAP and International Financial Reporting Standards  The guidance specifies
revenue should be recognized in the amount that reflects the consideration the company expects to be entitled to 1 exchange for
the transfer of promised goods or services 1o customers ASU 2014-09 will be effective for the Company n the first quarter of
fiscal 2019 and allows for full retrospective adoption apphed to all periods presented or retrospective adoption with the cumulative
effect of imuially applying this update recognised ai the date of initial apphication The Company 15 currently evaluating the method
of adoption and the potential impact adoption will have on 1ts consolidated financial statements

In the first quarter of 2016 the Company adopted FASB ASU No 2014-08 Presenration of Financial Statements and
Properrvy Plant and Equipment Reporting Disconttnued Operations and Disclosures of Disposals of Components of an
Ennty ("ASU 2014-08") which changes the criteria for reporting discontinued operations ASU 2014-08 allows only disposals
representing a strategic shelt 1n operations (o be presented as discontinued operations Those strategic shifts should have a major
eflect on the organization’s operations and financial results In addwion the new guidance requires expanded disclosures about
discontinued operations as well as pre-tax income atiributable to a disposal of a sigmificant part of an organization that does not
qualify for discontinued operations reporting As this guidance 15 a prospective change the sigmificance of ASU 2014-08 for the
Company 1s dependent on any future dispostiions or disposals

3 Acquisitions

[ he purchase price for the below transactions 1s stated net of cash acquired and excludes transaction cosis
Fiscal Year 2015

On January 12 2015 the Company acquired Euroflex Transmissions (India) Private Limited ("Euroflex") for a cash
purchase price of $76 0 milhon Euroflex based in Hyderabad India 1s a suppher of high performance disc couplings used 1n
power generation gas compression and industrial process machwnery applications The acquisiion of Euroflex added
complementary product hines to the Company's exisuing Process & Mouion Contrel plaiform

On October 30, 2014, the Company acquired Tollok S p A ("Tollok™) a supplier of highly engineered shaft locking
devices for the power generation and process industries as well as general industnal applications The purchase price was $39 2
million which was compnised of $33 4 mullion that was paid at closing $3 4 million of deferred purchase price payable in fiscal
2017 and additional consideration not to exceed $3 8 million 1n 2 years following the acquisition Cash pas ments made afier the
acquisition date are settled in Curos based on prevailing exchange rates at the time of payment Tollok based in I'errara. ltaly
added complementary product lines to the Company's existung Process & Motion Control platform

On Apnil 15 2014 the Company acquired Green Turtle Technologies Lid  Green Turtle Americas Ltd and Filamat
Composites Inc {collectively "Green Turtle") for a total cash purchase price of $27 7 mithion Green lurtle based 1in Toronto
Ontano and Charlotte North Carolina. 1s a manufacturer of branded fiberglass o1l and grease separators and traps  1his acquisition
broadened the product portfoho of the Company's existing Water Management platform

The Company's results of operations include the acquired operations subsequent 1o the respective acquisition dates The
acquisitions of Green lTurtle loliok and Euroflex were not matenal 1o the Company s consohdated financial staiements Pro-
forma results of operations and certain other U § GAAP disclosures related 1o the acquisiuons during the fiscal year ended March
31. 2015 have not been presented because they are not significant 1o the Company's consolidated statements of opcrations and
financial position
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[ he fiscal 2015 acquisitions were accounted for as business combinations and recorded by allocating the purchase price
of the acquisitions 1o the fair value of the assets acquired and habilities assumed at the respective acquisition date  The excess of
the acquisitton purchase price over the fair value assigned to the asscts acquired and habihties assumed was recorded as goodwill
During the twelve months ended March 31 2016 the Company adjusted the purchase price allocation by reducing goodwill by
%4 8 million in connection with the finalizauon of Eurofiex and Tollok acquisiion date working capital refinement of the far
value assigned to acquircd intangible assets and establishment of income tax positions within the opening balance sheet  After
incorporattng the changes described above the purchase price allocation resulted in non-1ax deductible goodwll of $69 9 million
other intangible asscts of $71 4 million and other net assets of $1 6 milhon

Fiscal Year 2014

On December 16 2013 the Company acquired Precision Gear Holdings LLC ( PGH ) for a total cash purchase price
of$77 I nullion PGH has two operating subsidiaries Ment Gear LLC{ Ment Gear ) located in Antigo Wisconsin and Precision
Gear LLC ( Preaiston Gear ) located in Twinsburg Ohio Menit Gear 1s a build-to-print manufacturer of hugh-quahty gearing
and specialized gearboxes pnimanly for the North American o1l and gas market along with other diversified indusirial marhets
Precision Gear 1s a leading manufacturer of highly specialized gears primarily serving the aerospace market along with various
other industrial markets This acquisition was complementary 1o the Compam's existing Process & Mouon Control product
portfolio

On August 30 2013, the Company acquired certain assets of L. W Gemmell ("1.WG") for a total cash purchase price of
$8 2 mullion LWG based in Austraha 1s a distnibutor of non-residential plumbing products A portion of LWG's historical sales
were from existing Water Management product bines As such the acquisiion provided the Company with additional product
offerings and the opportunity to expand its international prescnce through a more direct ownership structure

On August 21 2013 the Company acquired certam assets of Miero Precision Gear Technology Limited ("Micro
Precision”) for a total cash purchase price of $22 2 million Micro Precision based in the Umited Kingdom 15 a built-to-print
manufacturer of specialty gears and electric motor components primartly sold (o the acrospace marhet This acquisition expanded
the Company's exisung Process & Motion Control product offerings and 1ts presence in Europe

On Apnl 26 2013 the Company acquired Klamflex Pipe Couplings Lid ("Klamflex") for a total cash purchase price of
$4 5 million Klamflex based 1n South Africa. 1s a manufacturer of pipe couplings flange adapters dismanthing jomts and repair
clamps This acquisition broadened the product portfolio of the Company's existing Water Management platform and expanded
the Company's global presence

I he Company’s results of operations include the acquired operations subsequent to the respective acquisition dates The
acquisiions of PGH LWG Micro Precision and Klamflex were not matenial to the Company s consolidated financial statements
either individually or in the aggregate Pro-forma results of operations and certain other U S GAAP disclosures related to the
acquisitions during the fiscal vear ended March 31 2014 have not been presented becausc they are not significant to the Company s
consolhidated statements of operations and financial position either individually or 1n the aggregate

The fiscal year 2014 acquisitions were accounted for as business combinations and recorded by atlocating the purchase
price of the acquisitions to the fair value of the assets acquired and habilitics assumed at the respective acquisition dates  The
excess of the acquisition purchase prices over the fair value assigned to the assets acquired and habilities assumed was recorded
as goodwill During fiscal 2015 the Company adjusted the preliminary allocations for the Micro Precision and PGH purchase
prices in connection with finahzing the valuation of each businesses' tradenames and the ime period cach tradename will be
utihzed by the Company post-acquisition The opening balance shect has been adjusted to reflect these changes which included
an ncrease to goodwill of §1 8 million and a net decrease to intangible asscts ol $1 8 milhion I'he amortization expense recognized
in historical periods was not matenially impacted as a result of the adjustments to the purchase price allocations  The final aggregate
purchase price allecation of these acquisitions resulted m goodwill of $26 7 millien (824 6 muillion of tax deducuble goodwill).
other intangible assets of $23 3 million property plant and equipment of $36 7 million and other net assets of $25 3 million

During fiscal 2014 the Company also established a new French sales office in 1ts Water Management platform to expand
1ts European water and wastewater market presence via a joint venture between the Company and six external sales associates
The Company contnibuted an immatenial amount of capntal to the joint venture As the Company has a 51% ownership stake and
15 deemed to have significant control over the new legal enuity the financial statements of the new joint venture have been wholly
consohdated 1n accordance with ASC 810 Consolidations  The remaiming 49% of the joint venture that 15 not owned by the
Company has been presented as a non-controlling mterest throughout the consohdated financial statements
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4 Discontinued Operations

As mdicated in Note 2 Significant Accounting Policies the Company adopted ASU 2014-08 effective April 1 2015

Prior to the adoption of this guidance 1n fiscal 2015 the Company ceased all operations related to its former Mill Products business
which conducted 1ts operations in the United States and Australia and was a component of the Process & Motion Control operating
segment  As aresult the Company met the criteria 1o present thts business as a discontinued operation in accordance with the
authoritative gumidance Accordingly the resulis of operations of the Mill Products business are reported as disconunued operations
in the consolidated statements of operatrons for all periods presented The corresponding assets and habihities related to the prior
penod were reclassified 1n accordance with authoritative hiterature and classified as assets held for sale for all periods presented
in the consolidated balance sheets 1he consohdated statements of cash flows for the fiscal years ended March 31 2016 2015
and 2014 have not been adjusted to separately disclose cash flows related to discontinued operations

The following table summanzes the results of the Mill Products business included within (loss) income from disconunued
operations net of tax on the consohdated statements of operations (in milhons)

Year Ended

™arch 31, 2016 March 31, 2015 March 31, 2014

Net sales $ — 3 341 % 477
{Loss) income from operations before income 1axes 22) (109) 72
{Benefit) provision for income tazes 08 29 26
Net (loss) income from discontinued operations 5 a4 s 80y % 46

Net (loss) income per share from discontinued operations
Basic 5 0o 3 wogy $ 005
Dnluted 5 oon % 008) § 003

In extting the Mill Products business in fiscal 2015 the Company agreed to sell certain assets associated with the business
for aggregate cash constderation of approxamately $9 2 mtllion and the remaining assets and habilities ofthe discontinued operation
were adjusted to reflect their net realizable value As of March 31 2015 1ncluded as Other current assets on the consohdated
balance sheets was $2 6 million of long-lived assets The exit of Mill Products resulted in the Company recording a net charge
of$9 7million, consisting ofa $3 8 million impairment loss associated with property plantand equipment $4 1 million impairment
of goodwill allocated to the discontinued operation and other exit related costs of $1 8§ mithon

During fiscal 2016 the Company disposed most of the assets onginally classified as Other current assets on the
consolidated balance sheets However after acuvely marketing the assets and not being able to find a buyer, the remaining assets
were written ofl contmbuting to the loss from discontinued operations noted above

5 Restructuring and Other Similar Charges

Dunng fiscal 2016 the Company continued to execute various restructuring actions These initiatives were implemented
to drive effictencies and reduce operating costs while also modifying the Company's footprint 1o reflect changes 1n the markets 1t
serves the impact of acquisitions on the Company's overall manufacturing capacity and the refinement of 1ts overall product
portfolio These restructuring actions primarily resulied in workforce reductions imparrment of related manufacturing facilities
equipment and mtangible assets  lease termunation costs and other facility rationalization costs Management expects to continue
executing mitiatives 1o optimize 11s operating margin and manufacturing footprint as well as select product-line rationalizations
As such the Company expects further expenses related to work force reductions potential impairment of assets lease lermmation
costs, and other facility rattonalization costs The Company's restructuring plans are preliminary and related expenses are not vet
estimable
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The following table summarizes the Company's restructuring and other similar costs incurred duning the years ended
March 31 2016, 2015 and 2014 by classification of operating segment (1n millions)

Year Ended March 31, 2016

Process & Motion

Ceontrol Water Management Corporate Consohidated
Severance costs 3 108 5 42 $ 03 b 153
Asselimpairment charges (1) 10 165 — ) 175
Lease terminatien and other costs 05 16 — 21
Total restracturing and other similar costs s 123 $ 223 k3 03 $ 349

Year Ended March 31, 2015

Process & Motion

Control Water Management Corporate Consolidated
Severance costs $ 76 s 33 § — S 109
Lease termination and other costs 12 08 — 20
Total restructuring and other similar costs 5 88 S 41 $ — $ 126

Year Ended March 31, 2014

Process & Motion

Control Water Managemem Corporate Consolidated
Severance costs $ 33 8 20 5 08 $ 61
Lease termnation and other costs 16 o7 — 23
Total restructuring and other simalar costs $ 49 % 27 % 08 % 84

Restructuring Costs !o-date (Period from Apnl 1, 2013 to March 31, 2016)
Process & Motion

Control Water Management Corporate Consolhidated
Severance costs $ 217 8 95 5 11 3 323
Asset impairment charges 10 165 — $ 175
Lease termination and other costs 33 31 — 64
Tota! restructuring and other similar costs $ 260 5 291 $ 11 3 562
n In connection with the fiscal 201 6 footprint optimization imtiatives and the decision to exat the non-strategic Rodney Hunt® Fontaine®

(‘RHI" ) flow control gate product line the Company recognized impairment charges associated with related fixed assets and intangible
assets of $6 6 million and $10 9 mullion, respectively The impairment of fixed assets was determined utihizing mdependent appraisals
of the assets, classified as L.evel 3 inputs within the Fair Value hierarchy  Refer to Note 13 for additional information  Following the
Company’s decision to exit the RHF product line, the Company deemed certain intangible assets associated with the RHF tradename,
customer relationships and patents had no future value resulting in impairment charges of $10 4 million, $0 3 rmilion and $0 2 mulhon,
respectively

[ he Company evaluated the requirements for held-for-saie and discontinued operations presentation tn connection with
the deciston 10 exit its flow-control gate product ine and determined the product hine did not meet the defimtion provided within
the authontative literature of held for sale or discontinued operations  Pre-tax loss from opcrations associated with this non-
strategic exit of the RHI" product-line were as follows in each of the last three fiscal years

Years ending March 31, Pre-tax Loss Description
Includes asset impairments described above and other restructuring charges (pnimanh. severance
2016 $ (431} costs) of $16 5 milhon and $2 9 mithon, respectively
2015 (140) Includes other restructuring charges {primarily severance costs} of 32 2 mullion
2014 (101} Includes other restructuning charges of (primanly severance costs) $0 3 mullion
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The following table summarizes the activity 1n the Company's accrual for restructuring costs for the fiscal years ended
March 31 2016 and 2015 (in millions)

Asset Lezse
Severance imparrment Termmnation
Costs charges and Other Costs Total

Accrued Restructuning Costs March 31 2014 $ 34 8 — 8 04 % 38

Charges 109 — 20 129

Cash pavments (76) — 13 (89)

Non-cash charges — — [(ER:9) (0 8)
Accrued Restructuring Costs March 31 2015 (1) 67 — 03 70

Charges 153 175 2t 349

Cash pavments (L1 5) - 21 (136}

Non-cash charges — {17 5) — 73
Accrued Restructuning Costs March 31 2016 (1) s 1495 3 — 5 03 § 108

n The restructuring accrual 1s included 1n Other current liabilities on the consohidated balance sheets

6 Recovery Under Continued Dumping and Subsidy Offset Act (“CDSOA™)

The Company as a producer of ball bearing products in the U S participated in the distnbution of mormes collected by
Customs and Border Protection ( CBP ) from anti-dumping cases under the CDSOA Through its participation the Company
provided relevant information to CBP regarding historical manufacturing, personnel and development costs for previous calendar
years InFebruary 2006 U S legislation was enacted that ended CDSOA disinibutions to U S manufacturers for imports covered
by anti-dumping duty orders entering the U § after September 30, 2007 Because monies were collected by CBP until September
30, 2007 and for prior year entries the Company has received periodic recoveries

In connecuon with this program begimming 1 2006, CBP began 1o withhold amounts that would have otherwise been
distributed as a result of pending htigation challenging past and future distributions and the administrative operation of the law
Beginning in fiscal 2013 CBP began to distribute these withheld funds to domestic producers In connection with the distribution
of these withheld funds. the Company recorded $8 4 million of income during fiscal 2016 The Company did not receive any
distributions in fiscal 20135 or 2014 CDSOA recoveries are recorded within Other income {expense) net on the consolidated
statements of operations for each respective fiscal year As a result of still pending hiigation the Company cannot reasonably
estimate the amouni of CDSOA payments 1f any that 1t may receive 1n future years and/or whether 1t will be required to repay
any previously received distributions

7 Inventories

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

March 31,
2016 2015
Fimished goods 3 148 4 k) 168 5
Work 1n progress 553 707
Purchased components 676 699
Raw matenals 493 528
Inventonies at First-in Farst-Ous ("FIFO™ cost 3206 3619
Adjustment to state inventones at Last-in First-Out ("L IFO"Y cost 66 58
$ 3272 S 3677

Certain prior year balances have been reclassified to conform to the current period presentations
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8 Property, Plant and Equipment

Property plant and equipment net 1s summarized as follows (in mulhons)

March 31,
2016 2015

Land $ 32 S 33s
Buildings and improvements 2108 2177
Machinenry and equipment 4010 3882
Hardware and software 654 615
Construction 1n-progress 376 2509
746 0 726 8

Less accumulated deprectation {348 8) {309 2)
5 3672 $ 417 6

9 Goodwill and Intangible Assets

The changes in the net carrving value of goodwill and 1dentifiable intangible assets for the vears ended March 31 2016
and 2015 by operating segment, are presented below (in mullions)

Amortizable Intangable Assets

Totat
l"ff‘{:‘;m Idenuifiable
Int;nglh]e Trade- Customer ]mai?xgéllﬂ(ehﬁ;se‘s
Goodwilt Assets Names Relationships Patents Goodwill
Process & Motion Control
Net carrying amount as of March 31, 2014 $ 9040 $ 1976 § 16§ %44 § 37§ 2976
Acquisitions 547 — 52 516 — 368
Purchase price allocation adjustments (1) 18 (3N 13 — — (18)
Amortization — — e 310 (12) {332)
Currency translation adjustment and other (2) (13 6) (16) on 20) — 37)
Net carrying amount as of March 31 2015 $ 9499 % 1929 § 73 S 1130 $ 25§ 3157
Purchase price allocation adjustments (1} (4 8) - 4 = == az
Amortization — — (N (329) (12 (35 8)
Currency transiation adjustment and other 27 22 (s (1N 06 34)
Net carry ing amount as of March 31 2016 5 9424 % 1907 § 91 § 90 % 19 § 2807
Water Management
Net carry ing amount as ot March 31 2014 $ 2467 5 1408 § — 3 1470 8§ 72 % 2050
Acquisitions 200 — 16 73 15 104
Amortization — — (02y (194) 123) (21%)
Currency translation adjustment and other (14 3) (56) — {58) {01) (115)
Net carmving amount as of March 31 2015 $ 2524 & 1352 0§ 14§ 1291 % 63 $ 2720
Amortization - = (03} (192) 2n 2146
Currency translation adjusument and other {3) {10y {102 (0 5y 0n 06 (102)
Net carrying amount as of March 31 2016 5 2514 % 1250 § 06 § 1098 § 48 § 240 2
Consohdated
Net carrying amount as of March 31 2014 $ L1507 § 3384 § 19 § 2414 % 109 § 5926
Acquisitions 747 — 68 589 15 672
Purchase price allocation adjustments (1) 18 30 13 — — (18
Amortizalion — — (12) (50 4) (35) (551)
Currency translation adjustment and other (2) (24°9) (72) (01 (78) ()] (152
Net carrying amount as of March 31 2015 $ 12023 § 3281 8 87 8§ 2421 8 88 % 5877
Purchase price allocation adjusiments (1) (4 8) — 42 — — 42
Amortization — —_ 2m 32 1) 33 (57 4)
Currency translation adjustment and other (3) 37 (124) (12) g4 12 (13 6)
Net carrving amount as of March 31 2016 S 11938 & 3157 § 97 % 1888 § 67 3§ 5209
(1} Refer to Note 3 Acquisitions for additional imformation regarding purchase price allocation adjustments
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2) Includes $4 | mithion of goodwill allocated to the Mill Products business in connection to the Company's decision to discontimue the
Mill Preducts business during fiscal 2015 See Note 4 Discontinued Operations for additional mformation regarding the discontinued
operation

(3 Includes $10 4 mulhon, $0 3 million, and $0 2 million of imparrment of mdefinite-hived intangible assets, customer relattonships and
patents, respectively associated with the exit of the RHF product line  Refer te Note 5 Restructuring and Other Similar Charges, for
addiuonal information

The gross carrying amount and accumulated amortization for each major class of 1dentifiable intangible assets as of
March 31 2016 and March 31 2015 arc as follows (in millions)

March 31, 2016

Weighted
Average Useful Gross Carrying Accumulated Net Carmvang
Life Amaount Amortization Amount
Intangible assets subject to amortization
Patents L0 vears g 413 $ 346) § 67
Customer relationships (including disiribution network) 13 vears 628 4 (439 6) 1888
Tradenames 8 vears 127 30 97
[ntangble assets not subject to amortization - trademarks and tradenames 3157 — 3157
5 9981 § 4772y $ 5209
March 31, 2015
Weighted
Average Useful  Gross Carrymng Accumulated Net Carrying
Life Amount Amgortization Amount
[ntangible assets subject to amortization
Patents 10 years 5 40101 5 313 5 g8
Customer relationships (including distribution network) 13 years 6354 (393 3) 2421
Tradenames 8 vears 1090 (13) 87
Intangible assets not subject to amortization - trademarks and tradenames 328 ¢ — 1281

by 10136 § {4259) § 5877

Intangible asset amortization expense totaled $37 4 million $55 1 mallion and $50 8 rilhon for the years ended March 31,
2016 2015 and 2014, respecuively Patents tradenames and customer relationships acquired during fiscal 2015 were assigned a
weighted-average useful life of 3 years 9 years and 17 vears respectively

I he Company expects to recogmze amortizaiion expense on the intangible assets subject to amortization of $37 8 million
n fiscal year 2017 $27 0 million 1n fiscal year 2018 $26 7 mullion 1n fiscal year 2019 526 5 mullion in fiscal year 2020 and
$25 1 millon in fiscal year 2021

During the third quarter of fiscal 2016, the Company completed the testing ol indefinite ived intangible assets(tradenames)
and goodwill for impairment 1n accordance with ASC 350 lntangibles-Gaodw:ill and Other The farr value of the Company's
indefinite lived intangible assets and reporting umits were primarily estimated using an income valuation model (discounted cash
flow) and market approach (guideline public company comparables), w hich indicated that the fair value of the Company's indefinite
lived intangible assets and reporting umits exceeded their carrying value, therefore no impairment was present Total cumulative
goodwill impaitrment charges as of March 31, 2016 and 2015 was $323 4 milhon

62




10 Other Current Liabilities

Other current habilities are summarized as follows (in millions)

March 31, 2016 March 31, 2015

Customer advances $ &3 s 70
Sales rebates 282 254
Commissions 79 39
Restructuring and other similar charges {1) 108 70
Product warranty (2) 68 68
Rish management (3} 89 94
Legal and environmental 46 38
Taxes other than mncome taxes 66 80
Income taxes payable 150 192
Interest payable 56 55
COther 267 197

$ 124 4 $ 1157
[4)] See more information related 10 the restructuring obligations balance within Note 5
(2) See more information related 1o the product warranty obligations balance within Note 2
3 Includes projected habihuies related to losses ansing from automobile, general and product habality claims
11 Long-Term Debt
Long-term debt 1s summarized as follows (in miliions)

March 31,
2016 2015
Term loans {1) 1 88140 1,895 8
8 875% Senier notes due 2016 — 13
Other (2) 391 429
Total 16201 16400
Less current maturities 202 243
Long-term debt 3 18999 5 168157
n [ncludes an unamortized original 1ssue discount and debt 1ssuance costs of $20 2 million and $25 0 mulhon at March 31, 2016 and
March 31, 2015, respectively

) Includes unamertrzed debt 1ssuance costs of $0 6 million at each of March 31, 2016 and 2015 Refer to "Other Subsidiary Debt” below

for addhtional mformation

Sentor Secured Crednt Facility

During fiscal 2014, the Company entered 1nto the Third Amended and Restated First Lien Credit Agreement (the "Crednl
Agreement™) The semor secured credit facilities under the Credit Agreement are funded by a syndicate of banks and other financial
instituttons and provide for loans of up to $2,215 0 million, consisting of (1} a2 $1.950 0 mullion term loan facility with a maturity
date of August 21 2020 (the "Term Loan"), and (11) a $265 0 million revolving credit facility with a maturity date of March 15
2017 under the revolving credit facility the Company has borrowing capacity available for letters of credit and for borrowings
on a samg-day notice, referred to as swingline loans

The proceeds of the Term Loan were used to (1) repay in full the $786 2 million aggregate principal amount of existing
term loans then-outstanding under the Company's former credit agreement, together with accrued interest thereon, (1t) ®tire
(through a cash tender offer and redemptien) all of the Company's former 8 50% Senior Notes due 2018 (the *8 50% Notes ) and
(11) my related fees and expenses The Company accounted for these transactions in accordance with ASC 470-50 Debt
Modifications and Extinguishments (*ASC 470-50 ) The Company recognized a $129 2 million loss on the debt extinguishment
which was comprised of a $109 9 mullion bond tender premium paid to holders of the 8 50% Notes as a result of the tender offer
and redemption third party transaction costs of $5 3 million and a $14 0 million non-cash write-oft of deferred financing fees
and net oniginal 1ssue discount associated with the extinguished debt
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Earlier 1n fiscal 2014 the Company had made a $150 0 million prepayment under the former credit agreement and
recogmzed a related pre-tax loss of $4 0 mtllion n accordance with ASC 470-50 which was comprised of $0 8 million of fees
paid 1o lenders and a non-cash write-off of $3 2 million of deferred financing fees and net onginal 1ssue discount associated with
the extinguished debt

As of March 31 2016 and March 31 2015 the Company's outstanding borrowings under the Term Loan was $1 881 0
miilion and $1 895 8 rmillion respectively (net of $20 2 milhon and $235 0 milhion unamortized original 1ssue discount and debt
1ssuance costs respectively) At March 31 2016 and March 31 2015 the term borrowings under the Credit Agreement had an
effective and average interest rate of 4 00% determined as the London Interbank Offered Rate or LIBOR (subject to a 1% floor)
plus an applicable margin of'3 00% The interest rates for the Term Loan are subject to a leverage-based pricing grnid AsofMarch 31
2016 and March 31 2015 inmierest raies under the Credit Agreement for the T'erm Loan were at the Company's option of either
"(a)"” or "(b)" as further described here (a) in the case of alternative base rate ("TABR™) borrowings 2 00% (subject to a first hien
leverage ratio) plus a base rate determined by reference to the highest of (1) the federal funds effective rate plus 0 50% (2) the
prime rate determined from time to time by Credit Swisse AG. the admimistrative agent under the Credit Agreement and (3) LIBOR
i effect for a one-month period plus 1 00% or (b) 1n the case of Eurocurrency borrowings 3 00% (subject to a first lien leverage
ratio) ptus a Eurocurrency rate (subject to a 1% L1IBOR floor) In the event the Company's first lien leverage ratio 1s less than 3 25
to } O 1ts applicable margim on both ABR and Eurocurrency term loan borrowings would decrease by twenty-five (25) basis points

For revolving commuments the Company's applicable margin above the base rate (as described above) 1s 3 00% 1n the
case of ABR borrowings and 4 00% in the case of Eurocurrency borrowings subject to a first lien leverage test In the event the
Company's first hen leverage ratio 1s less than 1 5to | 0 1ts applicable margin on both ABR and Eurocurrency borrowings would
decrease by twenty-five (25) basis points The Company's actual first lien leverage ratio was 3 91 to 1 0 as of March 31 2016

In addition to paying interest on outstandmg principal under the semor secured credit facilities the Company 15 subject
to a commitment fee to the lenders under the revolving credit facility with respect to the unutilized commitments thereunder at a
rate equal to 0 50% per annum

As of March 31, 2016 the remaining mandatory principal payments prior to maturity on the term loan facihities were
$82 9 nuthion Principal payvments of $4 9 million are scheduled to be made at the end of each calendar quarter untii June 30 2020
after which the entire term facility matures

All amounts outstanding under the revolving credit facility will be due and payable in full and the commitments thereunder
will terminate, on March 15, 2017 No amounts were borrowed under the revolving credit facility at March 31 2016 or March 31
2015, however $21 1 million and $24 0 million of the revolving credit facihty was considered utilized 1n connection with
outstanding letters of credit at March 31 2016 and 2015, respectively

The Credit Agreement among other things (1) allows for one or more future 1ssuances of secured notes which may
include m each case indebtedness secured on a pan passu basis with the obligations under the semor secured credit facihities so
long as 1n 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 senmior secured credut facilities at par, {i1) subject o 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 to extend the maturity date of
any of'the loans and/or commitments provided by such lenders and to otherwise mod:ify the terms of the loans and/or commitmentis
provided by such lenders (including without limunation 1ncreasing the interest rate or fees payable m respect of such loans and/
ot commitments and/or modifying the amortization schedule in respect of such loans) and (1n) allows for one or more future
1ssuances of additional secured notes which may include, in each case. indebiedness secured on a parn passu basis with the
obligauons under the senior secured credit facilities m an amount not to exceed the amount of incrememal facility availabihity
under the senior sccured credit facihities

The Credit Agreement also contains a number of typical covenants that among other things constrain, subject o certamn
fully-negotiated exceptions, the Company's ability and the ability of the Company's subsidiaries, to sell assets incur additional
indebtedness repay other indebtedness, pay dividends and distnibutions, repurchase 1ts caputal stock or mahe payments
redempuons or repurchases in respect to certain indebtedness create lhiens on assets make investments loans, guarantees or
advances, make certatn acquisitions engage incertain mergers or consolidations enter into sale-and-leaseback transactions, engage
in certam transactions with affiliates, amend certain matenal agreements governing i1ts indebtedness, make capital expenditures,
enter into hedging agreements amend 1ts orgamzational documenis, change the business conducted by 1t and 1ts subsidiaries, and
enter into agreements that restnct dividends from subsidiaries  In addition payment of borrowings under the Credit Agreement
may be accelerated upon an event of default  Events of default include among others the failure to pay principal and nterest
when due a matenal breach of a representation or warranty covenant defaults certain non-payments or defaults under other
matenial indebtedness events of bankruptcy and a change of control  As of March 31 2016 the Company was in comphance
with all applicable covenants under its Credit Agreement including compliance with a maximum permitted first hen leverage
ratio (the Company's sole financial mamtenance covenant under its revolver) of 7 75 to 1 00
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Sentor Notes

Qutstanding Tranche of Notes

AtMarch 31 2015 the Company had outstanding $1 3 mullion 1n principal of 8 875% Senior Notes due 1n fiscal 2016
Those Notes were redeemed n full during fiscal 2016

Other Subsidiary Debt

During fiscal 2013 and fiscal 2012 the Company received $4 3 nulhion and $5 5 million respectively 1n net proceeds
from financing agreecments related to facility modemization projects at two North American manufactuning facilines These
financing agreements were structured with unrelated third party financial institutions (the "Investor”) and their wholly-owned
community development entities 1in connection with the Company's participation i transactions quahfied under the federal New
Market Tax Credit program pursuant lo Section 45D of the Internal Revenue Code of 1986 as amended Through 1ts participation
n this program the Company has secured low interest financing and the potential for future debt forgiveness related to ehgible
capital projects Upon closing of these transactions the Company provided an aggregate of $27 6 million 1o the Investor 1n the
form of loans receivable with a term of thirty years bearing an miterest rate of approximately 2 0% per annum As collateral for
these loans the Company has granted a security interest in the assets acquired with the loan proceeds No carlier than December
2018 and upon meeting certain conditions  both the Investor and the Company have the ability to trigger forgiveness of the net
debt which could result 1n a net non-operating gan of up to $9 8 million excluding apphcable transaction ¢costs and unamortized
debt issuance costs To the extent the loans payable are not forgiven the Company would be required to repay the full amount of
the outstanding $37 4 mullion principal balance and would concurrently receive a loan repayment of $27 6 milhon on the
aforementioned loans recervable resulting 1n a net $9 8 million use of hiquidny

AtMarch 31,2016 and 2015 the aggregate loans of $36 8 million net of debt 1ssuance costs are recorded in Long-Term
Debt on the consohidated balance sheets and the aggregate loans recervable of $27 6 million are recorded in Other Assels on the
consolidated balance sheets

AtMarch 31 2016 and 2015 various wholly owned subsidiaries had additional debt o $39 1 miilion and $42 9 million
respectively compnsed primanly of loans payable as a result of the New Market Tax Credit financing agreements referenced
above as well as borrowings at various foreign subsidiaries and capntal lease obhigations

Accounts Recervable Securitization Program

During fiscal 2016, the Company entered into an Omnibus Amendment {(the "Omntbus Amendment”) which extended
the matunty of the Company's accounts recervable securitization facility {the * Secuntization ) with General Electric Company
successor by merger 1o General Electric Capital Corporation ( GEC ) Terms of the Securitization remained comparable o the
agreement prior to the Omnibus Amendment except as set forth below On March 1 2016 Wells Fargo & Company completed
the purchase of portions of GEC's commercial and corporate finance businesses, and all nights and obligations under the Omnibus
Amendment were assigned 10 Wells Fargo Bank N A as agent and lender as of that date

Pursuant to the agreements evidencing the Securtization Rexnord Funding (a wholly owned bankruptcy-remote special
purpose subsidiary} has granted GEC a security interest 1 all of its current and future recervables and related assets in exchange
for a credit facility permiting borrowings of up 1o a maximum aggregate amount of $100 0 million (unchanged by the Omnibus
Amendment) outstanding from time 1o time  Such borrowings will be used by Rexnord Funding to finance purchases of accounts
receivable The amount of advances available will be determined based on advance rates relating to the ehgibility of the recervables
held by Rexnord Funding at that time Advances will bear interest based on LIBOR plus 1 75% The last date on which advances
may bemade 1s December 30 2020 unless the maturity of the Securitization 1s otherwise accelerated In addition 1o other customary
fees associated with financings of this type Rexnord Funding will also pay an unused line fee to GEC based on any unused portion
of the Securitization facility I the average daily outstanding principal amount during a calendar month 1s less than 50% of the
average daily aggregate commitment in cffect during such month the unused hine fee will be 0 50% per annum, otherwise, 1t will
be {0 375% per annum

The Securitization continues to constitute a Permitted Recervables Financing” under Article | and Article 6 of the Credit
Agreement and does not quahfy for sale accounting under ASC 860, Transfers and Servicing Any borrowings under the
Securitization continue to be accounted for as secured borrowings on the Company's conselidated balance sheet  Financing costs
associated with the Securnitizauion are recorded within "Interest expense net" in the consolidated statement of operations 1f revolving
loans or letters of credit are obtained under the Ommibus Amendment

AtMarch 31 2016 the Company's available borrowing capacity under the Securitization was $100 0 million, based on

the current accounts recervables balance  As of March 31 2016, the Company was in complhance with all applicable covenants
and performance rauos contained n the Securitization
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Future Debr Maturities

Future matunitics of debt as of March 31 2016 excluding the unamortized original 1ssue discount and debt 1ssuance costs
of $20 8 mullion were as follows (in milhons)

Years ending March 31

2017 $ 202
2018 199
2019 199
2020 197
2021 1,823 4
Thereafter 378

B 19409

Cash interest paid for the fiscal vears ended March 31 2016 2015 and 2014 was $87 7 million. $84 1 mitlion and $151 1
milhion respectively

12, Dervative Financial Instruments

The Company 15 exposed to certamn financial risks relating to fluctuations in foreign currency exchange rates and interest
rates The Company currently selectively uses foreign currency forward exchange contracts and interest rate swap and cap coniracts
to manage 1its foreign currency and interest rate risks All hedging transactions are authonized and executed pursuant to defined
policies and procedures that prohibit the use of financial instruments for speculative purposes

Foreign Exchange Contracts

['he Company periodically enters into foreign currency forward contracts to mitigate the foreign currency volaulity relative
to certain intercompany and external cash flows expected to occur These foreign currency forward contracts were not accounted
for as effective cash flow hedges 1n accordance with ASC 815 and as such were marked to market through earnings Sec the amounts
recorded on the consohidated balance sheets and recogmzed within the consol:dated statements of eperations related to the Company’s
foreign currency forward contracts within the tables below

Interest Rate Derivatives

During fiscal 2014 the Company entered into three forward-starting interest rate swaps to hedge the vaniability m future
cash flows associated with a portion of the Company s variable ratc term loans |he forward-starting interest rate swaps convert
$650 0 milhion of the Company s vanable-rate term loans 1o a weighted average fixed interest rate of 2 55% plus the applicable
margin (inclusive of a 1% LIBOR floer) Those nterest rate swaps became effective beginming on September 28 2015 with a
maturity of September 27, 2018 These mnterest rate derivatives have been designated as effective cash flow hedges in accordance
with ASC 815

During fiscal 2615 the Company entered into two inlerest rate caps n order to mitigate the Company’s exposure 10
increasing interest rates on its variable-rate interest loans Those interest rate caps were effective as of October 24 2014 wuh a
matunty of October 24, 2018 they cap the interest on $750 0 million of the Company's vaniable-rate interest loans at 3% plus the
applicable margin  In executing the interest rate caps, the Company paid a premium of $5 8 million The interest ratc caps have
been designated as effective cash flow hedges in accordance with ASC 815 When combined with the Company's existing interest
rate swaps the Company has effectively hedged approximately 74% of its outstanding variable rate term loans with a weighted
average interest rate that cannot exceed 2 79% plus the applicable margin of 3%

The fair values of the Company's interest rate denvatives are recorded on the consolidated balance sheets with the
corresponding offset recorded as a component of accumulated other comprehensive loss, net of tax  See the amounts recorded on
the consolidated balance sheets related to the Company's interest rate denivatives within the tables below

['he Company's derivatives are measured at fair value in accordance with ASC 820 See Note 13 lNair Value Measurements
for more information as it relates to the fair value measurement of the Company's derivative financial instruments
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The following tables indicate the location and the fair value of the Company 's derivative instruments within the consohdated ‘
balance sheets segregated between designated, qualifying ASC 815 hedging instruments and non-qualifving non-designated hedging
mstruments (1n millons)

Fair value of derivatives designated as hedging mstruments under ASC 815 (in millions)

Balance Sheet
March 31, 2016 March 31, 2015 Classification

Liability Dernatives

Interest rate swaps $ 218 3 177 Other liabilities

Asset Denvatives

Interest rate caps 5 03 § 30 Cther assets

Fair value of derivatives not designated as hedging instruments under ASC 815 (in mullions)

Balance Sheet
March 31, 2016 March 31, 2015 Classification

Liability Derivatives

Foreign currency forward contracts g 0e % — Other current habilities

Asset Dervatives

Foreign currency forward contracts b3 — 3 04 Other current assets

The following tables indicate the location and the amount of losses and gains associated with the Company's derivative
mstruments net of tax within the consolidated balance sheets (for quahifying ASC 815 mstruments) and recogmzed within the
consolidated statements of operations  The information 15 segregated between designated, qualifying ASC 815 hedging instruments
and non-qualbfymng non-designated hedging instruments (in milhons) As of March 31 2016, there was no mneffectiveness on the
Company's designated hedging istruments

Cumulative loss recogmized, net of
tax, in accumulated other

comprehensive loss on derivatives
Dernvative instruments designated as cash flow P

hedging relationships under ASC 815 March 31, 2016 March 31, 2015
Interess rate swaps b 135§ 110
Interest rate caps 3 34§ 17

Amount recogmzed n other tncome (expense), net

Year Ended
Dervative instruments not designated as  Locahon of gain recognized in income on
hedging instruments under ASC 815 derivatives March 31, 2016 March 31, 2015 March 31, 2014
Foreign currency forward contracts Other income (expense) ret % — % 05 % 04

During fiscal 2016, the Company reclassified $5 2 mullion of accumulated other comprehensive loss into earnings as
interest expense related to interest rate derivative and expects to reclassify $10 9 milhon of accumulated other comprehensive loss
mto earmings as interest expense during the next twelve months The Company did not reclassify any amounts from other
comprehensive loss into earnings as interest expense during the fiscal years ending 2015 and 2014
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13 Fair Value Measurements

ASC 820 defines fair value as the exchange price that would be received for an asset or paid to transfer a hability {an
exiiprice) in the principal or most advantageous market for the asset or hability inan orderly transaction between market participants
ASC 820 also spectfies a fair value hierarchy based upon the observability of inputs used in valuation techmiques Observable
inputs {highest level) reflect market data obtained from independent sources while unobservable inputs (lowest level) reflect
mternally developed assumptions about the assumptions a market participant would use

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

+  Level 1- Quoted prices for identical instruments n active markets

* Level 2- Quoted prices for similar instruments quoted prices for identical or similar instruments in markets that are not
active and model-derived valuations in which all significant inputs or significant value-drivers are observable

»  Level 3- Model-denived valuations in which one or more inputs or value-drivers are both significant to the fair value
measurement and unobservable

If applicable the Company uses quoted market prices in active marhets to determine fair value and therefore classifies
such measurements within Level 1 In some cases where market prices are not available the Company makes use of ohservahle
marhet based inputs to calculate fair value 1n which case the measurements arc classified within Level 2 [f quoted or obscrvable
market prices are not available fair value 1s based upon internally developed models that use where possible current market-
based parameters These measurements are classified within Level 3 1f they use significant unobservable 1inputs

Fair Value of Derivative Instruments

The Company transacts in foreign currency forward contracts and interest rate swaps and caps which are impacted by
ASC 820 The fair value of foreign currency forward contracts 1s based on a pricing model that utilizes the differential between
the contract price and the market-based forward rate as applied 1o fixed future deliveries of currency at pre-designated settlement
dates The fair value of interest rate swaps and caps 1s based on pricing models 1hese models use discounted cash flows that
utihize the appropriate market-based forward swap curves and interest rates

The Company endeavors to utihze the best available information 1in measuring fair value As required by ASC 820,
financial assets and liabihties are classified 1n their entirety based on the lowest level of mnput that ts signuficant to the fair value
measurement The Company has determined that us foreign currency forward contracts and interest rate swaps reside within Level
2 of'the fair value hrerarchy There were no transfers of assets between levels during the years ended March 31 2016 and March 31
2015 The following table provides a summary of the Company's assets and habiliuies that were recognized at fair value on a
recurring basis as of March 31 2016 and March 31 2015 (in mitlions)

Fair Value as of March 31, 2016

Level 1 Level 2 Level 3 Total
Assets
[nterest rate caps 5 — 5 03 5 — § 03
Total assets at fair value 5 — 5 03 5 — 5 03
Liabilities
[nterest rate swaps 3 — $ 218 5 — 8 218
Foreign currency forward contracts $ — g 09 $ — 8 09
Total liabihittes at fair value 8 — 3 227 3 — 8 227
Fair Value as of March 31, 2015
Level 1 Level 2 Level 3 Total
Agsels
[mierest rate caps $ — $ 30 S — 8 30
Foreign currency forward contracts — 04 — a4
Total assets at fair value 5 — $ 34 3 -— 3 34
Liabilities
Inierest rate swaps 3 — $ 177 $ — % 177
Total hablitses at fair value S — 5 177 ) — % 177
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Fair Value of Non-Derivative Financial Instruments

The carrying amounts of cash, receivables payables and accrued habihities approximated fair value at March 31 2016
and March 3 1, 2015 due 10 the short-term nature of those instruments The fair value of long-term debt recorded on the consolidated
balance sheets as of March 31, 2016 and March 31 2015 was approximately $1 913 2 milhion and $1 970 6 million respectively
The fair value 15 based on quoted market prices for the same 1ssues

Long-lived Assets and Intangible Assets

Long-hved assets (which include property plant and equipment and real estate) may be measured at fair value 1f such
assets are held-for-sale or when there 15 a determination that the asset 1s impaired Intangible assets (which include patents,
tradcnames customer relationships, and non-compete agreements) also may be measured at fair value when there is a determination
that the asset 1s impaired T'he determination of fair value for these assets 1s based on the best informatton available that resides
within Level 3 of the fair value hierarchy, including internal cash flow estimates discounted at an appropriate interest rate quoted
market prices when available marhet prices for similar assets and independent appraisals as appropriate For real estate, cash
flow estimates are based on current market estimates that reflect current and projected lease profiles and available industry
information about expected trends 1n rental occupancy and capnalization rates

As disclosed in Note 5, the Company recorded an impaiwrment loss of approximately $6 6 million during fiscal 2016 to
place certain property plant and equipment associated with the Company's supply chamn optimization and footprint optinnization
actions at net realizable value Net rcalizable value of these assets was determined using independent appraisals of the assets
classified as Level 3 inputs within the fair value hierarchy  As of March 31 2016 these assets have a net realizable valuc of §5 3
miliion and are classified within property plant and equipment on the consolidated balance sheets

During fiscal 2015 the Company ceased operations of its Mill Products business and recorded a net impairment loss of
$3 8 million to place the long-lived assets of that business at net realizable value The impairment loss recogmzed was determined
utthzing independent appraisals of the assets, classified as Level 3 mputs within the fair value hierarchy At March 31 2016 and
2015 the remaining long-lived assets of the Mill Products business have a net realizable value of approximately $0 and $2 6
million respectively and are classified within assets held for sale on the consohidated balance sheets See Note 4 Discontinued
Operations for additional information

14 Leases

The Company leases manufacturing and warchouse facihities and data processing and other equipment under non-
cancelable operating leases which expire at vanous dates pnimarily through 2027 Rent expense under operating leases totaled
$18 2 million, $19 4 mlhion and $17 0 million for the fiscal years ended March 31 2016, 2015 and 2014 respectively

Future mimmum rental payments for operating leases with tnitial terms 1n excess of one year as of March 31, 2016 are
as follows (in millions)

Years ending March 31

2017 148
2018 146
2019 123
2020 108
2021 g2

Thereafter 2727
5 834

15 Stock-Based Compensahion

In accordance with ASC 718, the Company recognizes compensation costs related to share-based payment transactions
Generally, compensation cost 15 measured based on the grant-date fair value of the equity instruments 1ssued Compensation cost
15 recogmized over the requisite service period generally as the awards vest

In fiscal 2007, the Board of Directors adopted and stockholders approved, the 2006 Stock Option Plan (the 2006 Option
Plan’) The maxtmum number of shares of the Company's common stock that may be 1ssued or transferred pursuant 1o options
under the 2006 Opution Plan equals 11 239 290 shares Following the consummation of the Company's imuial public offering
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("IPO") 1 Apnl 2012 atl outstanding unvested opuions 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 empleyment
with the Company over the 5 vear vesting period No further opuons are being granted under the 2006 Option Plan

In fiscal 2012, the Board of Directors adopted and stockholders approved the Rexnord Corporation 2012 Performance
Incenuve Plan (the "2012 Incentive Plan" and together with the 2006 Option Plan the "Incentive Plans”) which operates as a
successor plan 1o the 2006 Option Plan  The 2012 Incentive Plan 1s intended to provide performance incentives to the Company's
officers employees directors and certain others by permitung grants of equity awards and performance-based cash awards to such
persons 1o encourage them to maximize Rexnord's performance and create value for Rexnord's stochholders, but broadens the
types of awards that had been permutied by the 2006 Option Plan To date stock options Restricted Stock Units ("RSUs™) and
Performance Stock Units ("PSUs") have been 1ssued under the Incentive Plans

‘The options granted under the 2012 Incentive Plan have a maximum term of ten years after the grant date Options granted
from the inception of the plan through July 31 2014 vest 50% three years after the grant date and the remaintng 50% vest five
years after the grant date Options and RSUs granted from July 31 2014 through May 21, 2015 vest ratably over four years
Options and RSUs granted subsequent to May 21 2015 vest ratably over three years PSUs granted i fiscal 2016 chil vest after
three vears Options granted to direclors of the Company vest ratably over three years

The 2012 Incentive Plan permits the grant of awards that may deliver up to an aggregate of 8,350,000 shares of common
stock further subject to limits on the number of shares that may be delivered pursuant to incentive stock options and on the shares
that may be delivered on the awards to any ndividual in a singfe yvear within the meaning of Section 162{m) of the Internal
Revenue Code The 2012 Incentive Plan 1s administered by the Compensation Committee

During fiscal 2016, 2015 and 2014 the Company recorded $7 5 million $6 4 million and $7 0 mulhon of stock-based
compensation respectively (the related tax benefit on these amounts was $2 8 milhon for fiscal 2016, $2 2 muilion for fiscal 2015
and $2 5 mullion for fiscal 2014) During fiscal 2016 2015 and 2014 the Company also recorded $4 0 milhon. $5 8 mullion and
$5 8 million respectively, of an excess 1ax benefit related to stock opuions exercised during each fiscal ycar As ofMarch 31 2016
there was $16 7 milhon of total unrecogmized compensation cost related 10 non-vested stock options RSUs and PSUs granted
under the Incenuive Plans That cost 1s expected to be recognized over a weighted-average period of 2 3 years

In February 2015, the Company's Board of Directors approved a stock repurchase program (the "Repurchase Program™)
authorizing the repurchase of up to $200 million of the Company's common stock from time to time on the open market or in
privately negotiated transactions The Repurchase Program does not require the Company to acquire any particular amount of
common stock and does not specify the timing of purchases or the prices to be paild Durning fiscal 2016 the Company
repurchased 1552 500 shares of common stock at a total cost of $40 0 mullion at an average price of $25 76 The repurchased
shares were canceled by the Company upon receipt A total of approximately $160 0 milhion of the existing repurchase authority
remained at March 31 2016

Stock Opuions

The fair value of each option granted under the Incentive Plans was estimated on the date of grant using the Black-Scholes
valuation model that uses the following weighted-average assumptions

Year Ended Year Ended Year Ended
March 31, 2016 March 31, 2015 March 31, 2014
Expected option terin (1n v ears) 65 71 75
Expected volatility factor 2494 26%% 3504
Weighted-average risk free interest rate 1 82% 210% V57
Expected dividend rate 00% 00% 00%

Options granted under the Incentive Plans have a term of ten years Management s estimate of the option term for options
granted under the Incenuve Plans 1s 6 S years based on the midpoint between when the options vest and when they expire The
Company uses the simphfied method to determine the expected term as management does not have sufficient historical exercise
data to provide a reasonable basis upon which 1o estimate the expected term due to the hmited period of ume its commeon stock
shares has been publicly traded The Company s expected volatility assumptions are based on the expected volatilities of publicly-
traded companies withun the Company s industry The weighted average risk free interest rate 15 based on the U S Treasury vield
curve in 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 Incentive Plans duning fiscal 2016, 2015 and 2014 was $6 92 $9 21 and $8 06, respectively
The total fair value of options vested during fiscal 2016, 2015 and 2014 was $9 8 million, 31 3mullionand $1 8 million respectively
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Other information relative to stock options and the changes period over period are as follows

Year-Ended March 31, 2016

Year-Ended March 31, 20615

Y ear-Ended March 31, 2014

Weighted Weighted Weighted
Avg Fxercise Avg Exercise Avg. Exercise
Shares Price Shares Price Shares Price
Number of shares under options
Outstanding at beginning of period 8588518 3 1304 8652 834 $ 1079 G450 197 5 985
Graned 1072556 2414 1268 [24 2830 978 849 1982
Exercised (1) (1278017 555 (743 807) 585 (1154011) 591
Canceled/Forfeued {328372) 2353 (588 633) 2165 (622201 1991
Outstanding at end of penod (2} 7 854 685 s 1510 8 588,518 S 13 06 8,652 834 g 1679
Exercisable at end of period (3) 1678216 3 932 4798457 S 567 5225236 5 546
(N The total intrinsic value of options exercised during fiscal 2016, 2015 and 2014 was $16 3 million, $16 7 mulhon and $18 7 million,
respectively
(2) The weighted average remaimng coniractual life of options outstanding was 5 0 yvears at March 31, 2016, 5 0 years at March 31 2015
and 5 5 years at March 31, 2014 The aggregate intrinsic value of options outstanding at March 31, 2016 was $54 8 million
3) The weighted average remaiming contractual hife of options exercisable was 3 0 years at March 31, 2016, 2 6 vears at March 31,2015

and 3 7 years at March 31, 2014 The aggregate itnnsic value of optrons exercisable at March 31, 2016 was $52 6 million

Nonvested ophions at beginning of period
Granted
Vested

Canceled/Forfened
Nonvested optiens at end of period

Restricted Stock Units

Weghted
Avg
Exercise
Shares Price
3 788 3t5 $ 2243
1072 556 2414
(1 220 559) 2109
(463 843) 2405
3176 469

$ 2330

Durning the iwelve months ended March 31 2016 and 2015 the Company granted restricted stock units ("RSUs") to
certain of 1ts officers directors and employees No RSUs were granted 1n fiscal 2014 RSUs granted during the twelve months
ended March 31. 2016 and 2015 vest ratably over three and four years respectively The fair value of each award 15 determined
based on the Company's closing stock price on the date of grant A summary of RSU activity duning the twelve moenths ended

March 31 2016 and 2015 15 as follows

Twelve Vonths Ended

March 31, 2016

March 31, 2015

Weighted Avg
Grant Date Fair

Weighted Avg
Grant Date Fawr

Shares Value Shares Value
Nonvested RSUs at beginming of period 53813 S 26 06 — $ —
Granted 96952 2320 58 883 2508
Vested (12,866) 3509 — —
Canceled/Forferted (12,592} 2762 {5 070) 2931
Nonvested RSUs at end of period 125 307 3 24 67 53813 3 2906

Performance Stock Units

During the twelve months ended March 31, 2016 the Company granted 50 711 performance stock unuts ( PSUs ) to
certain of 1ts officers and employees at a weighted-average grant date fair value of $28 57 per PSU  Those PSUs have a three-
year performance period and are earned and vest, subject 1o continued employment based in pan on the Company s performance
relative to pre-defined goals for absolute free cash flow conversion and i part on relative total shareholder return (*“TSR ) as
compared to companes n the S&P 1500 Industrial Index The number of performance share awards carned. which can range

71




between 0% and 200% of the target awards granied depending on the Company's actual performance during the three-year
performance period will be sausfied with Rexnord common stock

The fair value of the portion of PSUs with vesting based on free cash flow conversion s determined based on the Company 's
closing stock price on the date of grant  The fair value of the portion PSUs with vesting based on T SR 15 determined utihizing the
Monte Carlo simulation medel Assumptions vsed to determine the fair value of each PSU were based on histonical data and
standard industry valuavon praciices and methodology The following weighted-average assumptions were used for the PSUs
granted during the twelve months ended March 31 2016

Iwnehe Months Ended
March 31, 2016

Expected volatlity factor 31%
Weighted-average nsh-free mterest rate 101%
Expected dividend rate 0 (%
PSU fair value per share $32 06

As of March 31, 2016 49 136 PSUs were outstanding and unvested at a weighted-average fair value of $28 57, net of
1.575 PSUs canceled or forfeited

16. Retirement Benefits

['he Company sponsors pension and other postreurement benefit plans for certain employees Most of the Company s
employ ees are accumulating retirement 1ncome benefits through defined contnbution plans However the Company does sponsor
frosen pension plans for its salaried participants and ongoing pension benefits for certain employ ees represented by collective
bargaining These plans provide for monthly pension payments to eligible employees upon reurement Penslon benefits for salaried
cmployees generally arc based on years of frozen credited service and average carmings Pension bencfits for hourly employvees
generally are based on specitied benefit amounts and ycars of service [he Company s policy 15 to fund 1ts punsion obligations in
conformity with the funding requirements under appheable laws and governmental regulations Other postretirernent benefits
consist of retiree medical plans that cover a portion of employ ees in the United States that meet certain age and service requirements

I'he corndor 1s 10% of the higher of the pension benefit obhigation or the fair value of the plan assets [he Company
recognizes the net actuanal gains or losses i excess of 10% of the higher of the pension benefit obhigation or the fair value of the
plan assets in operating results duning the fourth quarter of each fiscal vear (or upon any required re-measurement event) During
the fiscal years ending March 31 2016 2015and 2614 the Company recognized non-cash actuanal losses of $12 9 million $59 4
million and $2 7 million respectively in connection with this accounting policy  Net peniodic benefit costs recorded on a quarterly
basis are primarily comprised of service and 1nterest cost amortization of unrecognized prior service cost and the expected return
on plan asscts

In conjunction with the re-measurement of the pension and other post retirement obligations in fiscal 2016 lower than
projected asset growth partally offset by a shightly higher discount rate and shorter life expectancy assumptions resulted in the
recognition of non-cash actuanal losses of $12 9 million In fiscal 20135 the Society of Actuaries 1ssued revised mortahty tables
{RP 2014) and a mortality improvement scale {MP 2014) for use by actuanies nsurance companies governments benefit plan
sponsors and others in setting assumptions regarding life expectancy in the United States for purposes of esimating pension and
OPLB obhgauons costs and required contnbutton amounts lhe new mortality tables indicate substantial hfe expectancy
improvements since the last study published 1n 2000 (RP 2000) In conjunction with the re-measurement of the pension and other
post-retirement obligations in fiscal 2015 the adoption of the newly issued mortality tables and mortality improvement scale,
lower discount rates and the lump-sum settlement completed 1n fiscal 2015 resulted 1n the recognition of non-cash actuaral losses
of $59 4 million
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The components of net penodic benefit cost reporied in the consohdated statements of operations are as follows (in
millions)

Year Ended
March 31, 2016 March 31, 2015 March 31, 2014

Pension Benefits
Service cost § 22 8 14 § 18
Interest cost 355 300 301
Eapected retum on plan assets (28 8) 208) {30 5)
Amorttzation of

Prior service cost 0l 02 02
Settlement loss (1) — 65
Recognition of aciuanal losses 130 57
Net penodic benefit cost $ 120 3% 600 §
Other Postretirement Benefits
Senice cost s 01 3 g1 3 01
Interest cost 12 13 12
Amortization

Prior service credit 20 {19 Q)]
Recogmuon of actuanal fosses (gains) on 12 —_
Net periodic benefit cost 3 08y 3 07 § (0 6)
(N During fiscal 2015 the Company offered approximately 4,500 nactive participants n its domestic non-union defined benefit plans

with vested benefits the opportunily to recerve a lump sum settlement of the value of the parttcipant’s pension benefit  Acceptance of
the offer by a partrcipant was completely voluntary, and if accepted, participants could elect 10 receirve the settlement 1n the form of a
single lump sum payment or in the form of a moenthly annuity begmning duning fiscal 2015 The ¢lecuon penod for this voluntary
offer closed on October 15 2014 and a total of $65 0 million was paid to electing participants during fiscal 2015 The settlement and
corresponding re-measurement of the domestic non-union defined benefit plan resulted 1n the recognition of non-cash actuanial losses
dunng fiscal 2015 of $6 5 million

The Company made contributions to its U S quahfied pension plan trusts of $4 9 million $7 9 million and $7 8 million
during the years ended March 31 2016, 2015 and 2014 respectively During fiscal 2017, the Company expects to contribute
approximately $0 4 miliion to its U S qualified defined benefit plans and $2 6 million to tts other postretirement benefit plans
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The status of the plans are summarized as foliows (in millions)

Benefit oblizatien at beginming of penod
Servece cost

Interest cost

Actuarial (losses) gains

Benefits paid

Plan participant contributions
Settlements

Translation adjustment

Benefit ablhigation at end of peniod

Plan assets a1 the beginning of the penod
Actual return on plan assets
Contnbunions

Benefits paid

Setilements

Translation adjustment

Plan assets at end of penod

Funded status of plans

Net amount on Consohdated Balance Sheets consists of

Long-term assets
Current habilities
Long-term laabilittes

Total net funded status

Pension Benefits

Other Postretirement Benefits

Year Fnded Y ear Ended Year Ended Year Ended

March 31, 2016 March 31, 2015 March 31, 2016 March 31, 2015
5 (7188) § (7000} $ (324) § (312)
(22) (4 (n on
(25 5) {30 0} (12) (13
351 (114 2) 07 2n
388 408 40 32
(0 4) (0 4) 0 6) 09
— 650 — —
(am 214 — _
g (674 0) (7188) § (266) § (324)
S 5432 % 5777 8 — % —_
95) 650 — —
86 125 40 32
(38 8) 408 am 32
— 65 0) — —
4R ] (3] — —
3 5036 5432 8 — 3 —
3 (170 4) (1756) $ (296) % 324)
8 0 55 — 8 — 3 —
24 (23) 286) 27
{168 5) (1733 (270} (297}
S {1704) S (1756) § (296) $ (324)

As of March 31 2016 the Company had pension plans with a combined projected benefit obligation of $674 0 nullion
compared 10 plan assets of $503 6 million resulting 1n an under-funded status of $170 4 nulhen compared 1o an under-funded
status of $175 6 million at March 31 2015 The Company s funded status has improved year over vear primarily as a result of
actuarial gains as a result of lugher discount rates and shorter life expectancy assumptions partially offset by lower than projected
assel returns Any further changes in the assumpuions underlying the Company s pension values mcluding those that arise as a
result of declines in equity markets and changes in interest rates could result in increascd pension obligation and pension cost
which could negatively affect the Company s consolidated financial position and results of operations in future periods

Amounts included i accumulated other comprehensive loss (income), net of tax related to defined benefit plans at
March 31 2016 and 2015 consist of the following (in milhions)

Unrecognized prior service cost (credit)

Unrecognized actuanal loss

Accumulated other comprehensive boss (imgome), gross

Deferred income tax {benefit) provision

Accumulated other comprehensive loss (income) net

As of March 31, 2016
Pension Postretirement
Benefits Benefits Total
$ ot § 51 $ 50
619 06 625
620 {45 375
23 6) 17 219
S 384 S 28 s 356
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As of March 31, 2015

Pension Postretirement

Benefits Benefits 1otal
Unrecognized prior service cost {credit) 3 03 3 (7D S (69}
Uinrecogmzed actuanal loss 77 12 729
Accumulated other comprehensive foss {income) gross 719 (59 660
Deferred income tax (benefit) provision (274 25 (24 9)
Accumulated other comprehensive loss {income)} net $ 445 8§ 34 % 411

I he Company expects to recognize $0 1 milhon and $(2 0) million of prior service costs (credits) included in accumulated
other comprehensive (loss) income for pension benefits and other postretirement benefits respectively as components of nct
periodic benefit cost during the next fiscal year

I'he following table prescnts significant assumptions used to determine benefit obligations and net periodic benefit cost
{income) 1n weighted-average percentages

Pension Benefits Other Postretirement Benefits
March 31, March 31, March 31, March 31, Yiarch 31, March 31,
2016 2015 2014 2016 2015 2014

Benefit Obligations

Driscount rate 384% 3 70% 454% 390% 3 80% 430%

Rate of compensation ncrease 307% 3 40% 341% nfa na nia
Net Penodic Benefit Cost

Discount rate 3 70% 4 54% 425% 3 80% 430% 3 80%

Rate of compensation 1ncrease 3 40% 341% 34729% nfa nfa nfa

Expected retum on plan assets 5 33% 5 30% 5 48% nfa ala nfa

In evaluating the expected return on plan assets consideration was given to historical long-term rates of return on plan
assets and nput from the Company s pension fund consultant on asset class return expectations long-term nflation and current
marhet condittons

I he following table presents the Company s target investment allocations for the year ended March 31 2016 and actual
investment allocations at March 31 2016 and 2015

Plan Assets

2016 2015

Inv estment Target Actual Actual

Policy (1) Allocation (2) Allocation Allocation
Equny secunties 20-30% 200, 28% 28%
Debt secunties {including cash and cash equivalents) 55 - 80% 66% 66% 67%
Other 0-10% 5% 6% 5%
H The investment policy allocation represents the guidelines of the Company's pnincipal U 8 pension plans based on the changes i the

plans funded status

2) I he target allocations represent the weighted average target allocations for the Company's principal U $ pension plans

The Company's defined benefit pension utilizes a dynamic liabihity deiven mvestment { DI ) strategy The objective 1s
o more closely ahgn the pension plan assets with its liabihities in terms of how both respond to interest rate changes The plan
assets are allocated into two mvestment categories (1) LD1 compnised of high quality nvestment grade fixed income securnties
and (11) return seeking comprised of traditional secunities and allernative asset classes All assets are managed externally according
to gwidelines estabhshed individuaily with investment managers and the Company’s investment consultant The Company
periodically undertahes asset and hability modeling studies to determine the appropriateness of the imvestments The Company
intends to continuously reduce the assets allocated to the return seeking category thereby increasing the assets allocated to the
1.DI category based on the overall improvement i the plan funded status No equity securities of the Company are held in the
portfolio
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The farr values of the Company s pension plan assets for both the U 8§ and non-U § plans at March 31 2016 and 2015
by asset category are included in the table below (1n milhions) For additional information on the fair value hierarchy and the inputs
used 10 measure fair value see Note 13 Fair Value Measurements

As of March 31, 2016

Quoted Prices in Sigomificant Other Significant
Actne Varket Observable Inputs Unobserable
(Level 1) {Level 2) Inputs (Level 3) Total
Cash and cash equisalents g 17 % 19§ — % 66
Investment funds
Fined income funds (1) —_ 3288 — 3288
US equity funds (2) _ 637 _ 637
International equity funds (2} _— 353 — 353
Balanced funds {2) _ 91 — 91
Altermative mvestment funds (3) — — 375 375
Insurance contracts — — 226 226
Tozal S 17 3% 4418 % 601 §% 5036

As of March 31, 2015

Quoted Prices in Significant Other Significant
Active Market Observable Inputs Unobservable
(Level 1) {Level 2) Inputs (1 evel 3) Total
Cash and cash equevalents 3 18 § 56 % — % 74
Investment funds
Fived income funds (1) — 35855 — 3555
US equity funds (2) _ 681 _ 681
Intemnational equity funds (2) —_ 358 — 358
Balanced funds (2) —_ 101 — 101
Alternanve investment funds (3) _— _ 429 429
[nsurance contracts —_ — 234 234
Toul $ 18§ 4751 % 63 $ 5432
N The Company's fixed income mutual and commingled funds pnmanly mclude investments m U § government secunties and corporate

bonds The commingled funds also include an msigmficant portion of nvestments n assel-backed secunities or partnerships The
mutual and commingled funds are valued using quoted market prices of the underlying investments

2) The Company's equity mutual and commingled funds primarily include investments in U S and internauonal common stock The
balanced mutual and commungled funds invest 1n a combination of fixed income and equity securities The mutual and commingled
funds are valued using quoted market prices of the underlyng securities

(3} The Company’s alternative investments include venture capital and partnership investments Alternative investments are valued using,
the net asset value, which reflects the plan's share of the fair value of the investments
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The table below sets forth a summary of changes 1n the fair value of the Level 3 investments for the vears ended March 31
2016 and 2015 (1n millions)

Alternative Insurance
Investments Contracts Total
Beginning balance March 31 2014 $ 536 % 165 % 701
Actual return oh assets
Related to assels beld at reporting date (1 6) 69 53
Related to assets sold during the period 23 — 23
Purchases, sales 1ssuances and settlements (11 4y — {4
Transfers in and/or out of Level 3 — — —
Ending balance March 31 2015 429 234 663
Actual return on assets
Related 1o assets held at reporiing date (24) (08) (32)
Related to assets sobd during the period 15 _ 15
Purchases sales 1ssuances and settlements 43) — (4 5)
Ending balance March 3t 2016 $ 375 $ 226 $ 601

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

Other
Pension Postretirement

Year Ending March 31 Benefits Benefits

2017 5 401 % 26
2018 403 27
2019 405 26
2020 402 25
2021 402z 4
2022-2026 2004 99

Pension Plans That Are Not Fully Funded

At March 31, 2016 the projected benefit obligauon accumulated benefit obligation and fair value of plan assets for the
pension plans with accumulated benefit obligations in excess of the fair value of plan assets were $665 3 million, $657 1 million
and $494 5 million, respectively

At March 31, 2015 the projected benefit obligation accumulated benefit obligation and fair value of plan assets for the
pension plans with accumulated benefit obligations in excess of the fair value of plan assets were $717 7 mithon $706 3 muillion
and $541 5 million respectively

Other Postretirement Benefits

1 he other postretirement benefit obhigation was determined using an assumed health care cost trend rate of 7 0% 1n fiscal
2016 grading down to 5 0% n fiscal 2024 and thercafter 1he discount rate compensation rate increase 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 (1in millions)

One Percentage Pomt Increase One Percentage Point Decrease
Year Ended March 31, \ ear Ended March 31,
2016 2015 2084 2016 2018 2014
Increase (decrease) 1n o1zl of service and 1nterest cost components $ (10 - 01 3 01 3 [ORNE wn s n
Increase (decrease) 1n postretirement benefit obligation 26 29 24 (22) 25 2n

Multi-Employer and Government-sponsored Plans

The Company participates in certain multi-employer and government-sponsored plans for eligible employees Expense
recognzed related 1o these plans was $0 2 million $0 2 milhion, and $0 3 milhon n the years ended March 31, 2016 2015 and
2014, respectively

Defined Contribution Savings Plans

I he Company sponsors certamn defined-contnibution savings plans for ehgible employees Expense recognized related to
these plans was $14 2 million $15 2 million and $15 6 million for the years ended March 31, 2016 2015 and 2014, respectively

17 Income Taxes

The provision for income taxes consists of amounts for taxes currently payable amounts for tax items deferred to future
periods, as well as adjustments relating to the Company s determination of uncertain tax posittons including mterest and penalties
The Company recogmzes deferred tax assets and habilities based on the future tax consequences attributable to tax net operating
loss (" NOL ) carryforwards tax credit carryforwards and differences between the financial statement carrying amounts and the
tax bases of applicable asscts and habilities Deferred tax assets are regularly reviewed for recoverablity and valuation allowances
are established based on historical losses projected future 1axable income and the expected timing of the reversals of existing
temporary differences As aresult of this review the Company continues to maintain a partial valuation allewance against certamn
foreign NOL carryforwards and other related foreign deferred tax assets, as well as certain state NOL carryforwards

Income Tax Provision (Benefit)

The components of the provision (benefit} for income taxes are as follows {1n millions)

Year ended March 31,

2016 2015 2014
Current
United States b3 240 § 172 § 08
Non-United States 153 156 146
State and local 39 47 16
Total current 432 375 170
Deferred
Umited States o2y {82) (86)
Non-Umted States b1 (105) {le4)
State and local a7m 20 (20)
Total deferred (26 1) 207 270
Provisson (benefil) for encome tanes 5 171 % 168 S {10&)
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The provision (benefit) for income taxes differs from the United States statutory mcome tax rate due to the following
rems (in millions)

Y ear ended March 31,

2016 2015 2014
Provision for income tases a1 U S federal statutory income tax rate $ 301§ 379 % 52
State and local income taxes net of federal benefit 27 26 (n
Net effects of foreign rate differennial 30) 33 (3 6)
Net effects of foreign related operations 2zn 89 57
Net effect to deferred 1anes for changes in tax rates (0 8) 02 06
Unrecognized tas benefits net of federal benefit (13} (05 @7
Domestic productton activities deduction (13) (23 —
Change (n valuation allowance 23 274) (11 5)
Other 05 07 06
Provision (benefit) for income taxes 3 171 § 168 $ (100)

The provision (benefit) for income taxes was calculated based upon the following components of income (loss) before
mcome taxes (1in millions)

Year ended March 31,

2016 2015 2014
United States % 453 8§ 899 % {25 9)
Non-United Siates 407 187 409
Income before Income taxes A 860 § 1086 % 150

Deferred Income Tax Assets and Liabilities

Deferred mcome taxes consist of the tax effects of the following temporary differences (in rmihons)

March 31,2016 March 31, 2015
Deferred tax assets
Compensation and retirement benefits 3 844 § 869
General accruals and reserves 183 169
State tax net operating loss carry forwards 196 200
Foreign tax credit carn foraards 13 265
Foreign net operating loss carn forwards 177 171
Other 145 153
Total deferzed tax assets before valuation allowance 158 8 183 6
Valuation allowance (272} 250)
Total deferred tax assets 1316 1586
Deferred tax habilines
Property plant and equipment 428 47 8
Inventories 30t 08
intangible assets and goodwill 1977 2185
Cancellation of indebtedness 434 88
Total deferred tax habilitics 3140 3559
Net deferred tax habilities $ 1824 % 1973
Ivet amount on Consolidated Balance Sheet consists of
Other assets g 36 3 60
Deferred mcome tases (186 0) {2033)
Net long-1erm deferred tax habilites b {1824) 5 (197 3)

Management has reviewed us deferred tax assets and has analyzed the uncertainty with respect to ulimately reahizing
the retated tax benefits associated with such assets Based upon this analysis, management has determined that a valuation allowance
should be established for certan foreign NOL carryforwards and related deferred tax assets as well as certain state NOL
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carryforwards as of March 31, 2016 Sigmificant factors considered by management in this determination included the historical
operating results of the Company as well as antieipated reversals of future taxable temporary differences Similarly a valuation
allowance was recorded at March 31 2015 for certaun foreign NOL carryforwards and related deferred tax assets as well as certain
state NOL carryforwards for which utthization was deemed uncertain  Lhe increase in the valuation allowance presented above
was generally due to a change in management s view that the realization of certain foreign NOL carryforwards and other related
deferred tax assets 15 no longer deemed more-hkely-than-not The carryforward period for the foreign tax credit 1s ten years The
carry forward period for the U § federal NOL carryforward 1s twenty years The carryforward periods for the state NOLs range
from five to twenty years Certain foreign NOL carry forwards are subject to a five year expiration period and the carryforward
penod for the remaiming foreign NOLs 15 mdefinite

At March 31 2016 the Company had approximately $508 9 million of state NOL carryforwards expiring over vanous
vears ending through March 31 2036 The Company has a valuation allowance of $18 1 million recorded against the related
deferred tax asset 1n addition at March 31 2016 the Company had approximately $79 ¢ milhion of foreign NOL carry forwards
in which the majority of these losses can be camried forw ard indefinitely  There exists a valuation allowance of $7 2 rmllion against
these NOL carryforwards as well as other related deferred tax assets

No provision has been made for United Siates federal income taxes related to approximately $174 8 milhion ofundistributed
carmings of foreign subsicharies considered to be permanently reinvested Due to the resulting additional foreign tax credits, the
additional income tax liability that would result of such earnings were repatriated to the U S | other than potennat out-of-pocket
withholding taxes of approximately $4 4 million, would not be expecied to be significant to the Company’s consolidated financial
statcments

The Company s total hability for net accrued income taxes as of March 31, 2016 and March 31 2015 was $13 3 million
and $i7 9 million, respecuvely This net amount was presented in the consohidated balance sheet as Income taxes payable (as
scparately disclosed tn Other current habilitics) of $15 0 million and $19 2 million as of March 31 2016 and March 31 2015
respectively, and as income taxes receivable (included m Other current assets) of $1 7 million and $1 3 mullion as of March 31,
2016and March 31 2015 respectively Netcash paid for income taxes to governmental tax authorities forthe years ended March 31
2016 2015 and 2014 was $46 9 million $21 2 million and $13 6 mullion respectively

Liabity for Unrecogrnized Tax Benefits

The Company's total liability for net unrecognized tax benefits as of March 31 2016 and March 31, 2015 was $15 6
million and $26 6 million respecuvely

The following table represents areconciliation of the beginning and ending amount of the gross unrecognized tax benefits
excluding interest and penalties for the fiscal years ended March 31 2016 and March 31 2015 (1n milhons)

Y ear Ended Mareh 31,

2016 2015
Balance at beginning of pertod 3 217 % 209
Additions based on tax positions related to the current year 08 32
Additions for tax positions of prior years 12 -
Reductions for tax pesitions of prior years on —
Reductions due to lapse of appheable statute of imitations {103) {17
Cumulative translation adjustment on 07N
Balance at end of penod $ 132§ 217

The Company recogmzes acerued inlerest and penalties related to unrecogmzed tax benefils in income tax expense As
of March 31, 2016 and March 31 20135 the total amount of unrecognized tax benefits includes $3 8 million and $12 4 milhion of
gross accrued 1nterest and penalties respectively The amount of interest and penalttes recorded as income tax (benefit) expense
during the fiscal years ended March 31, 2016 2015 and 2014 was $(& 6) mithion $0 7 million and $(0 6) million respectively

The Company conducts bustness in multiple locations within and outside the U S Consequently the Company 15 subject
to periodic income tax examinations by domestic and foreign income tax authorities As of the fiscal year ended March 31 2016
the Company 15 undergoing routine penodic income tax examinations in both domestc and foreign jurisdictions (including a
review of a few specific items on certain of the Company s Netherlands companies’ corporate income tax returns for the tax years
ended March 31 2011 through 2013) In addition a number of the Company’s German subsidiaries are under examnation for
their German corporate and trade tax returns for the tax years ended March 31 2011 through 2014 Similarly a number of the
Company s [tahian subsidiaries are under exammation with respect to their corporate income tax returns for the tax years ended
March 31 2013 through 2015 During the second quarter of fiscal 2016, the U § Internal Revenue Service completed an income
tax examination of the Company s U S Consolidated federal income tax return for the tax year ended March 31 2013 The
conclusion of the audu resulted in no changes to previously reported taxable income or income tax for such return It appears
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reasonably possible that the amounts of unrecogmzed income tax benefits could change tn the next twelve months upon conclusion
of the Company s current ongoing exarninations, however any potential payments of income tax, interest and penalties are not
expected to be sigmficant 10 the Company's consohdated financial statements With certamn exceptions the Company 15 no longer
subjecttoU S federalincome tax examinations for tax years ending priortoMarch 3 1 2013, state and local income tax examinations
for yvears ending prior to fiscal 2012 or significant foreign income tax examinations for years ending prior to fiscal 2011 With
respect to the Company's U S federal NOL carryforward (which was fully utilized for the tax year ended March 31 2015) the
short tax period from July 21 2006 to March 31 2007 (due to a change n control of the Company } and the tax years ended March
31 2008 2009 2010 2011 and 2012 are open under statutes of limitations, whereby the Internal Revenue Service may not adjust
the income tax lrability for these years, but may reduce the NOL carry forward and any other tax attribute carry forwards to currently
open tax years

18 Commitments and Contingencies

The Company's subsidiaries are involved in various unresolved legal actions admimistrative proceedings and claims in
the ordinary course of business involving among other things product hability, commercial, employment workers' compensation,
intellectual property claims and environmental matters [he Company establishes accruals 1n a manner that 1s consistent with
accounting principles generally accepted in the United States for costs associated with such matters when hability 1s probablc and
those costs are capable of being reasonably estimated Although it 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 legal actions. either individually or in the aggregate. will not have a matenal adverse effect
on the financial position results of operations or cash flows of the Company

In connection with 1ts sale of the Company Invensys ple ("Invensys") has provided the Company with indemmification
agamnst certain contingent habihties including certam pre-closing environmental hiabilities The Company believes that pursuant
to such indemmity obligations Invensys 1s obligated to defend and indemmify the Company with respect to the matters described
below relating to the Ellsworth Industrial Park Site and to various asbestos claims The indemmty obligations relating to the matters
described below are subject together with indemmity obligations relaung to other matters to an overall dollar cap equal to the
purchase price which 1s an amount 1n excess of $900 milhon The following paragraphs summarize the most significant actions
and proceedings

« In2002 Rexnord Industnies LLC ( Reanord Industries ) was named as a potentially responstble party { PRP )} together
with at least ten other companies at the Ellsworth Industnal Park Site, Downers Grove DuPage County Iilinois (the
*Site ) by the United States Environmental Protection Agency ("USEPA ) and the lHinois Environmental Protection
Agency ('IEPA ) Rexnord Industres' Downers Grove property 1s situated within the Ellsworth Industrial Complex The
USEPA and [EPA allege there have been one or more releases or threatened releases of chlonnated solvents and other
hazardous substances pollutants or contamimants allegedly including but not himited to a retease or threatened release
on or from the Company’s property at the Sue The relief sought by the USEPA and IEPA includes further investigation
and potential remediation of the Site and reimburscment of USEPA's past costs Rexnord Industries' allocated share of
past and future costs related to the Site including for invesugation and/or remediation could be significant All previously
pending property damage and personal injury lawsuits against the Company related to the Site have been settled or
dismissed Pursuant to 1ts indemnity obligation Invensys continues to defend the Company 1in known matters related to
the Site and has paid 100% of the costs to date

*  Multiple lawsuits (with approximately 300 claimants) are pending 1n state or federal court 1n numerous junsdictions
relating 10 alleged personal injuries due to the alleged presence of asbestos 1n certain brakes and clutches previously
manufactured by the Company's Stearns division and/or its predecessor owners Invensys and FMC prior owners of the
Stearns business have paid 100% of the costs to date retated to the Stearns lawsuits Similarly the Company's Prager
subsidiary 1s a defendant in two pending multi-defendant lawsuts refating 1o alleged personal injuries due to the alleged
presence of asbestos in a preduct allegedly manufactured by Prager Additionally there are numerous individuals who
have filed asbestos related claims against Prager, however these claims are currently on the Texas Mulu-distrniet Litrgation
inactive dochet The ultimate outcome of these asbestos matters cannot presently be determined To date the Company's
insurance providers have paid 100% of the costs related to the Prager asbestos matters The Company beheves that the
combination of its insurance coverage and the Invensys indemmity obligations will cover any future costs of these matters

In connection with the Company's acqusition of The Falk Corporation (" Falk ) Hamilton Sundstrand has provided the
Company with indemnification against certam products-related asbestos exposure habilities The Company believes that pursuant
1o such indemnity obligations Hamilton Sundstrand 1s obhigated to defend and indemnify the Company with respect to the asbestos
claims described below, and that, with respect to these claims such indemnity obligations are not subject to any ume or dollar
hmitations
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The following paragraph summarizes the most sigmficant actions and proceedings for which Hamuilton Sundstrand has
accepted responsibility

+  Falk through ns successor entity 15 a defendant in multiple lawsuits pending i state or federal court in numerous
Junisdhictions relating 1o alleged personal injunies due to the alleged presence of asbestos n certain clutches and drives
previously manufactured by Falk There are approximately 100 claimants in these suits The ultimate outcome of these
lawsuits cannot presently be determined Hamilton Sundstrand 1s defending the Company 1 these law suits pursuant to
its indemnity obligations and has paid 100% of the costs to date

Certain Water Management subsidianes are also subject to asbestos iigation As of March 31, 2016, Zurn and numerous
other unrelated companies were defendants in approximately 6 000 asbestos related lawsuits representing approximately 19 000
claims Plainuffs’ claims allege persenal imuries caused by exposure to asbestos used primanly in industrial botlers {formerly
manufactured by a segment of Zurmn Zurn did not manufacture asbestos or asbestos components Instead Zurn purchased them
from suppliers These claims are bemng handled pursuant 1o a defense strategy funded by 1nsurers

As of March 31 2016 the Company estimates the potential hability for the asbestos-related claims described above as
well as the claims expected to be filed to be approximately $32 0 mullion of which Zurn expects 1s insurance carriers to pay
approximately $23 0 millioninthe nextten years on such claims with the balance of the estimated liability being paid m subsequent
vears The $32 0 million was developed based on actuarial studies and represents the projected indemmity payout for current and
future claims The balance decreased by $3 0 million 1n fiscal 2016  [here are inherent uncertainties involved in estmating the
number of future asbestos claims future settlement costs and the effectiveness of defense straiegies and setilement iniiatives As
aresult actual hablity could differ from the estimate described heremn and could be substanual

Management estimates that 1ts available insurance to cover this potential asbestos hability as of March 31 2016 1s
approximately $244 9 million, and behieves that all current claims are covered by insurance However principally as a result of
the past insolvency of certain of the Company's insurance carriers certain coverage gaps will exist 1if and after the Company's
other carriers have paid the first $168 9 million of aggregate habilities

As of March 31,2016 the Company had a recorded receivable from its msurance carniers of $32 0 million which
corresponds to the amount of this potential asbestos hability that 1s covered by available insurance and 15 currently determined o
be probable of recovery However there 15 no assurance that $244 9 million of insurance coverage will ulumately be available or
that this asbestos liamlity will not ulumately exceed $244 9 million Factors that could cause a decrease mn the amount of available
coverage include changes in law governing the policies, potential disputes with the carmers regarding the scope of coverage and
insolvencies of one or more of the Company's carriers

Certain Company subsidiaries were named as defendants in a number of individual and class action lawsuits in various
Unuted States courts claiming damages due to the alleged failure or antictpated farlure of Zurn brass fittings on the PEX plumbing
systems 1in homes and other structures

In fiscal 2013 the Company reached an agreement in principle to settle the hability underlying this hugation The
settlement 1s designed to resolve, on a national basis the Company 's overall exposure for both known and unknown claims related
to the alleged failure or anticipated failure of such fittings subject to the right of eligible class members to opt-out of the settlement
and pursue their claims independently The sentlement received final court approval in fiscal 2013 and utilizes a seven vear claims
fund which 1s capped at $20 ¢ million and 1s funded 1n 1nstallments over the seven vear period based on clasim activity and
mimimum funding criteria  The scttlement also covers class action plaintiffs’ attorneys' fees and expenses totaling $8 5 million
which were paid 1n fiscal 2014

Historically the Company's msurance carrter had funded the Company's defense 1n the above referenced proceedings
The Company however reached a settiement agreement with 1ts insurer whereby the insurer paid the Company a lump sum in
exchange for a release of future exposure related to this hability

The Company has recorded an accrual related to this brass fittings habihty which takes inio account. i pertinent part
the insurance carrier contribution as well as exposure from the claims fund opt-outs and the waiver of future insurance coverage
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19 Common stock repurchases and pubhc offerings
Issuer Purchases of Equity Securities

In February 2015 the Company's Board of Directors approved a common stock repurchase program (the "Repurchase
Program") authomzing the repurchase of up o $200 0 million of the Company's common stock from time to ume on the open
market or n privately negouated transactions The Repurchase Program does not require the Company to acquire any particular
amount of common stock and does not specify the uming of purchases or the prices 1o be paid During fiscal 2016 the Company
repurchased 1 552 500 shares of common stock at a total cost of $40 0 million The repurchased shares were canceled by the
Company upon receipt At March 31 2016 approximately $160 0 million of repurchase authority remained

Fiscal 2014 Common Stock Offering

In fiscal 2014 the Company closed a public offering of shares of its common stock  As part of that offering, the Company
sold 3 000 000 shares of common stock. at a public offering price of $25 75 per share for aggregate offering proceeds of $73 8
milhion net of underwriting discounts and commissions and other direct costs of the offermg

20 Busimess Segment Information

The results of operations are reported in two business segments, consisting of the Process & Motion Control platform
and the Water Management pladform  The Process & Motion Control platform designs, manufactures markets and services a
comprehensive range of specified, highly-engineered mechanical components used within complex systems where our customers’
reliability requirements and costs of farlure or downtime are high The Process & Motion Control portfolio includes motion control
products, shaft management products aerospace components and related value-added services Products and services are marheted
and sold globally under widely recogmzed brand names including Rexnord™. Rex* T'laiTop™, Falk* and Link-Belt® Process &
Motion Control products and services are sold mto a diverse group of attractive end markets including food and beverage
aerospace, mining petrochemical, energy and power generation, cement and aggregates forest and wood products agriculture
and general industrial and automation applications | he 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 water control and safety water distribution and drainage finish plumbing and site works products
for primarily nonresidential buildings and flow control products for water and wastewater treatment infrastructure markets Products
arc marketed and sold under widely recogmzed brand names ncluding Zurn® Wilkins®, and VAG® The financial information
of the Company's segmenits 1s regularly evaluated by the chief operating decision maker in determining resource allocation and
assessing performance Management evaluates the performance of each business segment based on 1ts operating results he same
accounting pohicies are used throughout the organization (see Note 2)
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Business Segment Information
(in Millions)

Net sales by product
Process & Motion Control
Onginal equipment manufacturers’ end-users
Maintenance repair and operatons
Total Process & Moton Control
Water Management
Water safenn qualiy flow control and conservation
Water infrastructure
Total Water Management
Consolidated net sales
Income (loss) from operations
Process & Motion Control
Water Management
Corporate
Consohdated
Non-eperating expense
Interest expense net
1 0ss on the extinguishment of debt
Other income (expense) net
Income from continuing operations befare income taxes
Provision (benefit) provision for imcome taxes
Net income from continuing operations
{Loss) income from discontinued operations net of tax
Netincome
Non-centrolling inierest loss
Net income attnbutable to Rexnord
Depreciation and Amorhization
Process & Mation Control
‘Water Management
Consohdated
Capital Expenditures
Process & Motion Control
Water Management
Consolidated

Total Assets
Process & Motion Control
Water Management
Corporate

Consolidated
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Year Ended

March 31, 2006 March 31, 2015 March 31, 2014
5723 6421 6111
5280 588 1 6171
11003 12302 12382
5341 5171 4656
2894 3029 3305
8235 8200 7961
19238 20502 20343
146 8 2196 2317
718 790 722
45 3) (949) (375
1743 2037 2724
(91 4 (879 (11N
— — (1332)
31 {72) (13N
860 108 6 150
171 16 8 (10 0)
689 918 250
(14} (BO) 46
675 838 206
(0 4) — {06}
679 838 302
773 741 697
381 381 372
1154 1122 1069
436 377 394
g5 1t 128
521 488 522

March 31, 2016 March 31, 2015 March 31, 2014
24127 24190 22514
9332 9810 10387
39 B4 807
33548 34093 33708




Net sales to third parties and long-lived assets by geographic region are as follows (in millions)

Net Sales Long-lived Assets
Year Ended Y car Ended Year Ended
March 31, 2016 March 31, 2015 March 31,2014 March 31,2016  March 31,2015 March 31, 2014
Umied States 3 13069 § 13800 § 13372 § 2760 § 2794 % 2846
Europe 3708 3740 400 1 805 921 986
Rest of World 2461 2062 28RO 407 461 4035
S 19238 § 20502 S 20343 $ 3972 8§ 4176 % 4237

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

and goodwill

21. Quarterly Results of Operations {unaudited)

(in milhions, except per share amounts)

Net sales

Gross profit

Net income from continuing operations

Loss from discontinued operations net of tax
Nel income {loss}

Non-controlling tnterest (loss)

Net income {loss) aunbutable 1o Revnord

Net income per share from contimung operations
Basic
Diluted

(l.oss) per share from discontinued operations
Basic
Diluted

Net income per share attributable to Rexnord
Basic
Diluted

Net sales
Gross profit
Net income (loss} from continuing operations
Income (loss) from discontinued operations net of tax
Net income {loss}
Non-controlling interest {loss) income
Nel income {loss) atiributable to Resnord
Net income per share from continuing operations
Basic
Diluted
Income (loss) per share from discontinued operations
Basic
Diluted
Net income per share attributable to Rexnord
Basic
Duluted

Fiscal 2016

First Quarter Second Quarter  Third Quarter Fourth Quarter Total
s 4851 §$ 4859 § 4602 % 1926 S 19238
169 & 169 3 1583 167 8 6652
212 226 243 08 689
— — (4 (14)
22 226 243 06) 675
©n @n (02) (04)
213 226 244 (04 679
021 5 023 024 3 00t S 068
5 020 3 022 % 024 § 00t % 067
5 — 5 — 8 — 5 (oon S [{ER1 )]
— - — 8 001y 3 oon
02 23 024 % — S8 067
§ 020 S8 022 S8 024 § — 3 066

Fiscal 2015

krst Quarter Secand Quarter  Thard Quarter Fourth Quarter 1otal
3 5036 % 5310 3 4971 $ 5185 % 20502
1782 1970 1815 189 5 746 2
116 378 67 57 918
04 7 45) 32 80
120 371 22 325 838
ohn on — 02 —
121 372 22 3z3 8338
$ oI5 037 § 007 % 035 $ 090
§ ol 03 § 006 % 034 % 088
$ — % (001 § (004 3 (003) 5 (0 08)
s — 8 oon 3 00 S 003 § (0 08)
S 01 S 037 3§ 002 S5 032 § 082
S 012 $ 03 § 002 § 031 S8 080
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22 Related Party Transactions
Former Stockholders' Agreements

In connection with Apollo's acquisition of the Company n 2006 the Company entered into two separate stockholders’
agreements - one with Rexnord Acquisition Holdings [ LLC, Rexnord Acquisition Holdings 1l LLC (iogether with Rexnord
Acquisiion Holdings | L1.C the Apelle Holders ) and certain other of its stockholders and the other with the Apollo Holders,
George M Sherman (the Company's former Chaiwrman of the Board of Dhrectors) and entities then-controlied by Mr Sherman
{collecuvely the Stockholders' Agreements ) All terms of the Stockholders’ Agreements terminated upon the consummation of
the Company's IPO except for the registration rights provisions described below

Under the terms of the Stockholders’ Agreements the Company agreed to register shares of its common stock owned by
affihates of the Apollo Holders and by Mr Sherman, as well as bear related expenses of offerings by them 1n certain circumstances
Three times n fiscal 2015 and twice 1s fiscal 2014 the Apollo Holders exercised therr registration nights with respect to their
shares

Consequently pursuant to the Stockholders Agreements the Company was required to pay all of the offering expenses
(other than underwriters’ discounts and commissions on the shares of common stock sold by the Apollo Holders or Mr Sherman
and alfihated cntities) related to those offerings  The offering expenses (excluding such underwniters discounts and commissions)
paid by the Company on behalf of the selling stockholders were $0 5 milhon and $1 4 million for the offerings compieted 1n fiscal
2015 and 2014 respectively Following these offerings Apello no longer owns any shares of the Company's stock

Other

Apollo Global Securities LLC, which was one of the underwriters in one of the fiscal 2015 secunties offerings and each
of the fiscal 2014 offerings 15 an affiliate of Apollo  Apollo Global Securities, LL.C received {on a pro rata basis) discounts and
commussions of approximately $0 1 million related to the sale of securiuics by Rexnord as part of the February 2014 offering  The
underwrilers discounts and commissions related 1o the shares sold by Apollo Holders or Mr Sherman and affiliated entities in
the fiscal 2015 and fiscal 2014 offerings were paid by them and not by the Company
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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 maintain a set of disclosure controls and procedures that are designed to ensure that information required to be
disclosed in our Exchange Act reports 15 recorded, processed summanzed and reported within the time periods specified in the
SEC s rules and forms

We carried out an evaluation under the supervision and with the participation of management including the Chief
Executive Officer and Chief Financial Officer of the effectiveness of the design and operation of our disclosure controls and
procedures pursuant to 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 arc adequatc and
effective 1n recording, processing summarizing and reporting on a timely basis, information required to be disclosed by the
Company 1n the reports that 1t files or submits under the Exchange Act and that such information 1s accumulated and commumicated
to the Company s management ncluding the Chief Executive Officer and Chief Financial Officer, in a manner allowing timely
decisions regarding required disclosure As such, the Chief Executive Officer and Chief 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 Fimanaial Reporting

We are responsible for estabhishing and maintaining adequate internal control over financial reporting. as defined in Rules
13a-15(f) and 15d-15(f) under the Exchange Act QOur internal control over financial reporting 15 a process designed to provide
reasonable assurance regarding the reliability of our financial 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 Chief Executive Officer and Chief Financial Officer we evaluated the effectiveness of our 1nternal
control over financial reporting based on the framework in internal Control — fntegrated Framework (2013) 1ssued by the
Commuttee of Sponsoring Orgamizations of the [readway Commission (COS0) Based upon that evaluation management has
concluded that our internal control over financial reporting was effective as of March 31 2016

Because of 1ts inherent himitations nternal control over financial reporting may not prevent or detect misstatements
Also projections of any evaluation of effectiveness to future peniods are subject 10 the nisk that controls may become madequate
because of the changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

The effectiveness of the Company's internal control over financial reporting as of March 31, 2016, has been audited by
Ernst & Young LLP, an independent registered public accounting firm. as stated 1n their report which appears herein

Changes 1n Internal Control Over Financial Reporting

There have been no changes in our internal control over financial reporting that occurred during our last fiscal quarter
that have matenally affected or are reasonably hikely to matenally affect our internal control over financial reporting

ITEM 9B OTHER INFORMATION

None
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PART III
ITEM 10 DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by this Item 15 incorporated by reference from the sections entitled "Proposal 1 Election of
Directors” and "Corporate Governance” and 1n the defimtive Proay Statement for the Company s fiscal 2017 annual meeting to
be held on orabout July 28 2016 (the "Fiscat 2017 Proay Statement") and to the informauon under the capuion  Executive Officers
of the Registrant 1n Part | hereof

Code of Ethics

We have adopted a wnitten code of ethics, referred 1o as the Rexnord Code of Business Conduct and Ethics applicable
to all direciors officers and employees which includes provisions relating (o accounting and financial matters apphicable to the
principal executive officer principal financial officer and principal accounting officer and controller We have posted a copy of
the Code of Business Conduct and Ethics on our website at www rexnord com  [o obtain a copy free of charge, please submit a
written request 10 Rexnord Investor Relations 247 Freshwater Way Milwaukee, Wisconsin 53204 [f we mahke 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 waiver on our corporate website al www rexnord com or in a Current Report on Form 8-K

ITEM 11 EXECUTIVE COMPENSATION.

The mformation reqnred by this ltem 18 incorporated by reference from the sections entitled "Proposal 1 Election of
Directors” "Corporate Governance" "Compensation Discussion and Analysis™ "Compensation Committee Report” "Executive
Compensation®, and "Corporate Governance - Directors' Compensation” in the Fiscal 2017 Proxy Statement

ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this Item 1s ncorporated by reference from the sections entitled "Security Ownership of
Certain Benefictal Owners and Management" and "Proposal 2 Approval of the Amendment to, and Restatement of the
Rexnord Corporation Performance Incentive Plan--Equity Compensation Plan Information" in the Fiscal 2017 Proxy
Statement
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE.
The information required by this Item 1s incorporated by reference from the scctions entitled "Corporate Governance™
and "Certain Relationships and Related Party 1ransactions” in the Fiscal 2017 Proxy Statement

ITEM 14 PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this Item 15 incorporated by reference from the section entitled "Report of the Audit
Commuttee” and "Auditors” n the Fiscal 2017 Proxy Statement
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{(a) (1} Financial Statements

PART IV
ITEM 15 EXHIBITS, FINANCIAL STATEMENT SCHEDULES

The Company s consolidated financial statements included in Part I1 Ttem 8 hercof are for the years ended March 31
2016 2015 and 2014 and consist of the following

Consolidated Balance Sheets

Consohidated Statements of Operations

Consolhidated Statements of Comprehensive Income (Loss)
Consolhidated Statements of Stockholders’ Equity

Consohdated Statements of Cash Flows
Notes to Consohdated Financial Statements

(a) {2) Financial Statement Schedules

The Financial Statement Schedule of the Company appended hereto for the vears ended March 31 2016 2015 and 2014

consists of the following

Schedule II — Valuation and Qualifymg Accounts

{m Millons)

Additions

Balance at Charged to Charged Balance at

Beginning Costs and Acquired to Other Deductions End of
Description of Year Expenses Obligations Accounts (1) Year
Fiscal Year 2014
Valuation allowance for trade and notes receivable $ 77 % 10 % 0z § o1 $ 24) % 64
Valuation allowance for excess and obsolate inventory 305 38 02 48) 338
Valuanon allowance for inceme taxes 731 ig — — {226) 544
Fiscal Y ear 2015
Valuation allowance for trade and notes receivable 3 64 % 107 $ 06 % 04 5 s s 16 8
Valuation allowance for excess and obsolete inventory 338 52 08 06) (335 357
Valuation atlowance for income taxes 544 20 — — (314) 250
Fiscal Year 2016
Valuation allowance for trade and notes receivable s 168 § 68 s — 3 [URYI aom s 89
Valuation allowance for excess and obsolete inventory 357 95 — [ (73) 376
Valuation allowance for income taxes 250 42 — — 20 272
m Uncollectible amounts, dispositions charged against the accrual and utilization of net operating losses

All other schedules have been omitted because they are not applicable or because the information required 15 included
in the notes to the consohdated financial statements

(a) (3) Exhibuts

See Exhibit Index included afler the signature page to this report which Lxhibit Index 1s incorporated by reference herein
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EXHIBIT INDEX

Filed
Exhibit Description Incorporated Heremn by Reference to Herewith
21 Stock Purchase Agreement dated as of Apnl 5 2005 by Exhibit 99 2 to the Form 8-K filed by RBS Global
and among Reanord LLL.C Hamuilton Sundstrand Inc /Rexanord LLC on May 19 2005+
Corporation and The Falk Corporation+
31 Amended and Restated Certificate of Incorporation as Lxhibin 3 1 to the Company's Form 8-k dated Apnl 3
amended through Apnl 3, 2012 2012
32 Amended and Restated By-Laws as adopted on July 14 Exhibit 3 1 to the Company's Form 8-k dated Julv 14
2014 2014
10 1(a) The Company's 2006 Stoch Opuion Plan as amended Exhibit 19 6 to the Form 10-k filed by RBS Global,
{ 2006 Opuon Plan )* (superseded) Inc /Rexnord LLC for the fiscal year ended March 31
2010
10 L(b) Form of Executive Non-Qualified Stech Option Exhibit 10 10 to the Form 8-k/A filed by RBS Global
Agreement under the 2006 Option Plan*® Inc /Rexnord LLC on July 27 2006
102 Rewnord Management incentive Compensation Plan Exhtit 10 1 10 the Form 10-Q for the quarier ended
(revised as of Julv 29, 2010)* October 2 2010 filed by RBS Global [nc /Rexnord
LLC
10 3(a) The Company's 2012 Performance Incentive Plan (the Exhint 10 32 to the Companv's Registeation
Performance Incentive Plan )* Statement on Form S-1 SEC File No 333-174504
(the 2012 5-i )
10 3(cy Form of Option Agreement under the Performance Exhibit 10 4 10 the Company's Form 10-Q for the
Incentive Plan* quarter ended June 30 2012
10 3¢d) [ orm of Gption and Restncted Stock Umit Agreement Exhibut 10 2 to the Company's Form 10-Q for the
under the Performance Incentive Plan* quarter ¢ended September 30 2014
10 3{e) Form of Non-Quahfied Stoch Option and Performance Exhibit 10 2 to the Companv s Form 10-Q for the
Stoch Umit Agreement under the Performance Incentive quarter ended June 30 2015
Plan*
10 3N Form of Restncted Stoch Unnt Agreement (Deferred X
RSUs) for Directors under the Performance Incentive
Plan
10 3(g) Form of Restricted Stock Umit Agreement for Directors Exhibit 10 3 1o the Company s Form 10-Q) for the
under the Performance [ncentive Plan (used for fiscal quarter ended June 30 20135
2016 grants superseded)*
10 4 (a) Employ ment Agreement dated November 9, 2012 Exhibit 10 1 to the Company's Form 10-Q for the
between Rexnord Corporation and Todd A Adams* quarter ended September 29, 2012 ( 9/29/12 10-Q")
10 4(b) Furst Amendment, dated August 6, 2015 10 Employment Exhibat 10 1 to the Company s Form 8-K dated
Agreement between Rexnord Corporation and Todd A August & 2015
Adams*
105 Employ ment Agreement dated November 9 2012 Exhibit 10 2 10 the 9/29/12 10-Q
between Rexnord Corporation and Mark W Peterson*
106 Form of Retention Bonus and Change in Control X
Severance Agreement with cenain Water Management
officers and hey employees (including Craig Wehr)*
107 Rexnord Corporation Deferred Compensaton Plan Exhibat 10 1 to the Company s Form 10-Q} for the
cffecuve as of January 1 2016 quarter ended December 31 20135
10 8(a) Schedule of Compensation and Stock Ownership Exhibit 10 2 10 the Company s Form 10-Q for the
Guidelines for outside members of the board revised as quarter ended December 31 2015
of December 2015*
10 8(b} Scheduled of Compensation for cutside members of the Exhibiz 10 | to the Company’s Form 10-Q) for the
board effective May 2015* (superseded) quarter ended June 30, 2015
10 8(c) Schedule of Compensation for outside members of the Exhibit 10 10 to the Company’s Form 10-K for the
board, effective for fiscal 2013* {superseded) fiscal year ended March 31, 2012 (* 2012 10-K )
109 Form of Indemnification Agreement Exhibiz 10 31 to the 2012 8-1
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10 10

1012

10 12(a)

10 12(b)

10 1(c)

10 12(d}

10 13{a)

10 13(b)
1014

1015

1016

Third Amended and Restaied First Lien Credit Agreement
dated as of August 21 2013 as adopted pursuant and
filed as Exhibut B, to the Incremental Assumption
Agreemeni dated as of August 21, 2013 relating to the
Second Amended and Restated Credit Agreement dated as
of March 15 2012, among Chase Acquisiion ! Inc RBS
Global Inc Rexnord LLC certain subsidianes of
Rexnord LLC the lenders parts thereto and Credu Susse
AG as admimstrative agent

Second Amended and Restated Guarantee and Collateral
Agreement dated and effecuve as of March 15 2012,
among Chase Acquisition | Inc RBS Global Inc,
Resnord LLC each subsidiary of the borrowers identified
therein and Credit Suisse AG as Adminestrative Agen for
the Credit Agreement Secured Parties

Receivables Sale and Servicing Agreement dated
September 26 2007 by and ameng the Onginators
Rexnord Industnes LLC as Servicer and Rexnord
Funding LLC

Tirst Amendment daied as of November 30 2007 to the
Recervables Sale and Servicing Agreement, dated as of
September 26 2007 among Rexnord Funding LLC, as
the buyer Rexnord Industries LLC as the servicer and an
onginator Zumn Indusines LLC as an onginator Zum
PEX Inc asanongmator and General Electne Capital
Corporation as the admmistrative agent

Second Amendment dated as of May 20 2011 to the
Receivables Sale and Servicing Agreement dated as of
September 26 2007 among Reanord Funding LLC, as
the buver, Rexnord Industnies LLC, as the servicer and an
otiginalor Zumn Industries 1.1 C as an ongmator, Zurn
PEX, Inc as an onginator, and General Electne Capital
Corporation as the admimstrative agent

Omnibus Amendment dated as of December 30 2015
to the Recervables Sale and Servicing Agreement, dated
September 26 2007 and to the Amended and Restated
Recervables Funding and Adminsstrabon Agreement
dated May 20, 2011 by and among Reanord Funding
LI C 25 an Onginator, as the buyer and as the borrower,
Zurn Industnies LL.C, as an onginator Zurn PEX [nc
as an oryminator Rodney Hunt - Fontame Inc , as an
onginator GA Industries LLC as an onginator
Rexnord Industries, LLC as the servicer General
Electne Company as successor by merger 1o General
Electric Capital Corporation as admimstrative agent,
and the swing line lender and the lenders signatory
thereto

Amended and Restated Receivables Funding and
Admimistration Agreement dated as of May 20 2011 by
and among Reanerd | unding ELC the financial
imstiutions from time to tme party thereto and General
Electric Capital Corporation

See Exhibit 10 12(d) above

Underwrining Agreement dated as of May 28 2014 by
and among Rexnord Corporation, Rexnord Acquisition
Holdings I LLC and Reanord Acquisition Holdings 11
LLLC, as the selling stockholders and Goldman, Sachs &
Co , Credit Swisse Secunnies (USAYLEC Robent W
Baird & Co Incorporated and Deutsche Bank Securitics
Inc as representalives of the several underwnters named
m Schedule A thereto

Underwriting Agreement dated as of August 11 2014 by
and among Rexnord Corporation Rexnord Acquisition
Holdings I LLC and Rexnord Acquistuon Holdings 11
LLC as the selling stockholders and Deutsche Bank
Secunties Inc

Underwnting Agreement dated as of November 12 2014
by and among Rexnord Corporation Rexnord Acquisuiion
Holdings | LLC and Rexnord Acquisitien Holdings 11
LLC, as the selling stockholders and Credit Sinsse
Secunties (USA)YLLC

List of Subsidsaries of the Company
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Exhibit 10 1 1o the Company™s Form 8-K dated
August 21, 2013

Exhitit 10 2 1o the Form 8-k filed by RBS Global
In¢ /Rexnerd LLC on March 16 2012

Exhibut 10 1 to the Form 8-k filed by RBS Global
Inc /Rexnord LL.C on QOctober | 2007

Extbit 10 2 to the Form 8-k filed by RBS Global
Ine Rexnord LI C on May 23, 2011 (the '5/23/11 8-
K"

Exhibit 10 3 to the 5/23/11 8-K

Exhibit 10 1 to the Company s Form 8-K dated
December 30 2015

Exahibit 10 1 to the 5/23/11 8-k

See Exhibit 10 12(d}y above

Exhibit 1 1 10 the Company's Form 8-K dated May 28
2014 (and filed on June 3, 2014)

Exhibit 1 1 10 the Company’s Form 8-K daled August
11 2014

Exmbui 1 1 1o the Company's Form 8-K dated
November 12 2014



231 Consent of Independent Registered Public Accounting

Firm
24 Power of Attorney Signatures page hereto
3N Certification of Chief Executive Officer pursuant to

Secnion 302 of the Sarbanes-Oxley Act of 2002 and Rule
13a-14(a) under the Secunes Exchange Act of 1934 as
amended

312 Certification of Chuefl Financial Officer pursuan to
Section 302 of the Sarbanes-Oxley Act of 2002 and Rule
13a-14(a) under the Securities Exchange Act of 1934, as

amended
32 Certification of Chief Executive Officer and Chief

Financial Officer

10% INS XBRL Instance Document

101 8CH XBRL Taxonomy Extension Schema Document

101 CAL XBRL Taxonemy Fxtension Calculation Linkbase
Document

101 DEF XBRL Taxonomy Extension Definition Linkbase
Document

101 LAB XBRL Taxonomv Extension Label Linkbase Document

101 PRE XBRL Taxonomy Extension Presentation [ imkbase
Document

Denotes management plan ot compensatory plan or arrangement

The Company agrees 1o furnish supplementally a copy of the schedules omitted from this exitbit to the Commission upon request
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SIGNATURES

Pursuant to the requircments of Section 13 or 15(d) of the Secunities Exchange Actof 1934 the Registrant has duly caused
this report 1o be signed on its behall by the undersigned thereunto duly authorized

REXNORD CORPORAITION

By /s/ Todd A Adams

Name Todd A Adams

Title President and Chief Execuuve Officer
Date May 18 2016

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS that cach person whose signature appears below constitutes and
appoints Todd A Adams Mark W Peterson and Patricia M Whaley and each of them his or her true and lawful attorneys-in-
fact and agems with full power of substitution and resubstitution for him or her and 1n his or her name place and stead 1n any
and all capacities, to sign any and all amendments to this report, and to file the same with all exhibits thereto and other documents
m connection therewith with the Securities and Exchange Comrmission and any other regulatory authonity granting unto said
attorney s-in-fact and agents, and each of them full power and authority to do and perform each and every act and thing requisite
and necessary to be done 1n and about the premises, as fully to all intents and purposes as he or she might or could do n person,
hereby raufyving and confirming all that said attorneys-in-fact and agents or any of them or their substitutes, may lawfully do or
cause to be done by virtue hereof

Pursuant to the requirements of the Securiies 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

/s/ Todd A Adams President Chief Executive Officer May 18 2016
Todd A Adams (Principal Executive Officer) and Director
/s/ Mark W Peterson Senior Vice President and Chief Financial Officer May 18 2016
Mark W Peterson (Principal Financial and Accounting Officer)
/s/ Paul W Jones Dhrector May 18 2016

Paul W Jones

/s/ Mark S Bartlett Director May 18 2016
Mark S Bartlett

/s/ Thomas D Christopoul Director May 18 2016
Thomas D Christopoul

/s/ Theodore D Crandall Director May 18, 2016
Theodore D Crandall

/s/ George C Moore Durector May 18 2016
George C Moore

/s/ David C Longren Director May 18 2016
David C Longren

/s/ John M Stropki Drirector May 18, 2016
John M Stropki

/s/ John § Stroup Dhrector May 18 2016
John § Stroup

/s/ Robin A Walker-Lee Director May 18 2016
Robin A Walker-Lee
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