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Rexnord LLC Reports Third Quarter Results for Fiscal 2008  
Call scheduled for Wednesday, February 6, 2008 at 10:00 a.m. Eastern Time  

MILWAUKEE, WI – February 5, 2008  
Rexnord LLC, a leading diversified, multi-platform industrial company comprised of key platforms 

in power transmission and water management products, today reported summary results for the third 
quarter ended December 29, 2007.  The prior year third quarter results were impacted by the Canal Street 
accident, which adversely impacted sales and operating earnings.  The estimated impact is included in a 
table below.  Throughout this release, we will refer to “core sales growth” which is defined as growth in 
year-over-year sales in both existing and acquired businesses and adjusting the prior year third quarter for 
the mid-point of the adverse impact of the Canal Street accident.  

Third Quarter Highlights:  
• Third quarter sales were $449.1 million, an increase of $166.0 million or 58.6% over the prior 

year third quarter; third quarter consolidated core sales growth was 10.9% 
• Power Transmission (“PT”) third quarter sales were $334.0 million, an increase of 

$50.9 million or 18.0% over the prior year third quarter; PT core sales growth in the 
third quarter was 11.1% 

• Water Management (“WM”) third quarter sales were $115.1 million; WM core sales 
growth in the third quarter was 10.2%  

• Third quarter income from operations was $78.6 million, or 17.5% of sales, compared to $18.2 
million, or 6.4% of sales in the prior year third quarter  

• Third quarter Adjusted EBITDA was $92.8 million, or 20.7% of sales, an increase of 24.6% 
compared to the prior year third quarter Pro Forma Adjusted EBITDA(1) of $74.5 million; prior 
year third quarter reported Adjusted EBITDA was $51.2 million.    

• PT third quarter Adjusted EBITDA was $72.1 million, or 21.6% of sales, an increase of 
$16.5 million or 29.7% over the prior year quarter;    

• WM third quarter Adjusted EBITDA was $22.9 million, or 19.9% of sales  
• Debt to EBITDA (pro forma for the Zurn transaction) was 5.6x at the end of the third quarter, 

compared to 6.2x at the end of March 2007; net debt (debt less cash) declined by $86.0 million 
in the third quarter and $127.0 million through the first nine months of fiscal 2008; net debt 
leverage as of the end of the third quarter was 5.1x.  
 

1) Pro Forma Adjusted EBITDA is defined in the company’s credit agreement and includes reported prior year third quarter Adjusted EBITDA of $51.2 million, plus 

the EBITDA of the acquired Zurn business of $19.7 million, plus other pro forma adjustment related to Jacuzzi acquisition of $3.6 million. 



Bob Hitt, Rexnord’s Chief Executive Officer, said, “We are pleased with the financial results we’ve 
posted in the third quarter and first nine months of our fiscal 2008.  Our solid core growth and expanding 
operating margins have allowed us to continue to generate solid cash flows and we continue to reduce our 
leverage.  Our consolidated core growth (year-over-year sales in both existing and acquired businesses and 
adjusted for the mid-point of the impact of the Canal Street accident)  of 10.9% in the quarter continued to 
be balanced, as power transmission sales grew by 11.1% and water management sales grew by 10.2% on a 
pro-forma basis in the third quarter.  Fiscal year to date, consolidated core growth is 9.5%, with power 
transmission posting core growth of 9.3% and water management delivering pro-forma core growth of 
10.1%.”  

Rexnord third quarter Adjusted EBITDA of $92.8 million, or 20.7% of sales, grew 24.6 % compared 
to the prior year third quarter Pro Forma Adjusted of $74.5 million.  Adjusted EBITDA in the third quarter 
of fiscal 2008 includes the adverse impact of $0.2 million of severance costs related to an organizational re-
alignment within the PT segment.  On December 5, 2007, we reached a final settlement with our insurance 
carrier related to both our business interruption and property and casualty policies related to the Canal 
Street accident.  As a result, we recorded the benefit of an additional $2.8 million of recoveries under 
business interruption policies associated with the Canal Street accident for the period from April 1, 2007 
through October 27, 2007, the date that we determined and agreed with our insurance carrier that we had 
fully recovered from the accident.   
  

Hitt added, “We’ve delivered a solid financial performance through the first nine months of fiscal 
2008, both from a growth perspective as well as operationally.  We’re also pleased with the progress we’ve 
made strategically over the past year as we have re-positioned the company towards a diverse, multi-
platform industrial company with leadership positions in both power transmission and water management.  
As we look ahead to the fourth quarter, we’re anticipating a slower general economic environment 
including a continuation of a declining commercial construction put-in-place environment.  However, we 
are cautiously optimistic about our ability to outperform our competition and the market based on the 
positioning of our businesses.  A couple of reasons for our optimism are: our backlog is solid - up to a 
record $479 million, an increase of 13% from March 2007; our leadership positions within power 
transmission in the growing end-markets of mining, energy, aggregates and aerospace; the relatively low 
levels of inventory within the industrial distribution channel which sells power transmission components; 
our strong new product pipeline in water management – which is centered around water conservation and 
green building; and perhaps most importantly our business system, RBS – which allows us to continually 
focus on eliminating waste and improving productivity throughout our businesses while driving customer 
satisfaction.  The solid fundamental execution of our strategy over the past year allowed us to acquire, with 
cash flow from operations, GA Industries on January 31, 2008 – which will expand our water management 
platform by providing us exposure to the key end markets of water and wastewater treatment.  Finally, I 
want to recognize everyone who played a role in the recovery from the Canal Street accident.  The 
tremendous recovery in less than a year from the tragic accident on December 6, 2006 is a testament to the 
resilience of the organization and demonstrates the commitment of our employees to satisfy our 
customers.”  

The leverage ratio as of December 29, 2007 was 5.6x, which compares to 6.8x at the time Apollo 
Management acquired the Company (“the Apollo acquisition”) on July 21, 2006 and 6.2x at March 2007. 
The last twelve months (“LTM”) Pro Forma Adjusted EBITDA is $363.4 million.  

Hitt concluded, “As we look forward to the fourth quarter of fiscal year 2008, we will continue to 
focus on the needs of our customers while continuing to reduce our leverage by focusing on driving 
growth, expanding margins and generating cash to reduce our debt.”  



Canal Street Accident
Business Interruption
Impact Estimate Summary

Fiscal 2008
Quarter Ended     

December 29, 2007
Nine Months Ended  
December 29, 2007

Memo:
Accident to Date

Sales $0.0 million ($4.5 - $6.5) million ($43.5 - $54.5) million
Operating Income $0.0 million ($2.0 - $2.8) million ($18.0 - $24.8) million

Less:  Recoveries to date under insurance policies
           related to Business Interuption $2.8 million $11.1 million $21.1 million

Fiscal 2007
Quarter Ended     

December 30, 2006
Nine Months Ended  
December 30, 2006

Sales ($15.0 - $20.0) million ($15.0 - $20.0) million
Operating Income ($6.0 - $10.0) million ($6.0 - $10.0) million

Less:  Recoveries to date under insurance policies
           related to Business Interuption $0.0 million $0.0 million
 

  

Third Quarter – 10.9% core sales growth (adjusted to include prior year WM pro-forma results & 
adjusting for mid-point of Canal Street accident); Adjusted EBITDA $92.8 million or 20.7% of sales  

Sales in the third quarter of fiscal 2008 were $449.1 million, an increase of $166.0 million or 58.6% 
from the prior year third quarter. PT sales in the third quarter of fiscal 2008 were $334.0 million, an 
increase of $50.9 million or 18.0% from the prior year third quarter.  While difficult to determine, the 
Company estimates that prior year third quarter sales were adversely impacted by approximately $15.0 to 
$20.0 million due to the Canal Street accident.  The PT growth was driven by strength in our power 
transmission products end markets of mining, energy, aggregates and aerospace.  The balance of the sales 
increase was a result of the inclusion of the WM platform, which accounted for $115.1 million of the year-
over-year growth.  Third quarter sales in the WM platform of $115.1 million represent core growth of 
10.2% over the prior year pro forma period (three months ending December 31, 2006 - prior to the 
acquisition by Rexnord) and declined sequentially from the second quarter of fiscal 2008 based on normal 
seasonal patterns related to commercial construction activity.  Foreign currency fluctuations also favorably 
impacted sales by approximately $13.3 million during the quarter as the Euro and Canadian dollar 
strengthened against the U.S. dollar compared to the prior year.     

Adjusted EBITDA in the third quarter was $92.8 million, an increase of 81.3% or $41.6 million over the 
third quarter of fiscal 2007. Adjusted EBITDA margins in the third quarter increased 260 basis points to 
20.7% compared to the third quarter of fiscal 2007.  PT Adjusted EBITDA in the third quarter was $72.1 
million or 21.6% of sales, an increase of 29.7%.  PT Adjusted EBITDA includes $0.2 million of severance 
costs related to an organizational re-alignment.  WM Adjusted EBITDA in the third quarter was $22.9 
million, or 19.9% of sales.  

During the third quarter, we recorded $2.8 million of recoveries under the Company’s business interruption 
insurance policy.  This represents the business interruption impact related to fiscal 2008.  While difficult to 
determine, the Company estimates that Adjusted EBITDA was not impacted during the third quarter of 
fiscal 2008 and was adversely impacted by approximately $6.0 to $10.0 million in the prior year third 
quarter as a result of the Canal Street accident.   

Gross profit margins in the third quarter of fiscal 2008 expanded 320 basis points to 32.9% of net sales, to 
$147.6 million. LIFO expense unfavorably impacted third quarter gross profit margins by approximately 10 
basis points whereas the prior year quarter’s gross profit margin of 29.7% was adversely impacted by net 
inventory purchase accounting adjustments and LIFO income of approximately 90 basis points. Third 



quarter of fiscal 2008 gross profit margins were also negatively impacted by $0.1 million of severance costs 
related to an organizational re-alignment within the PT segment.  

SG&A expense in the third quarter of fiscal 2008 declined 90 basis points to 16.5% of net sales and 
includes $0.1 million of severance costs related to an organizational re-alignment within the PT segment.  
  
Nine months of Fiscal 2008 – 9.5% core sales growth (adjusted to include prior year WM pro-forma 
results & adjusting for mid-point of Canal Street accident); Adjusted EBITDA margins to 20.2% of sales 

Sales in the first nine months of fiscal 2008 were $1,351.2 million, an increase of $481.6 million or 
55.4% over sales in the first nine months of fiscal 2007.  PT sales in the first nine months of fiscal 2008 
were $969.7 million, an increase of $100.1 million or 11.5% from the first nine months of fiscal 2007.  The 
PT growth was driven by strength in our power transmission products end markets of mining, energy, 
aggregates and aerospace.  The balance of the sales increase was a result of the inclusion of the WM 
platform, which accounted for $381.5 million of the year-over-year growth.  Foreign currency fluctuations 
also favorably impacted sales by approximately $25.7 million during the first nine months as the Euro and 
Canadian dollar strengthened against the U.S. dollar compared to the prior year.  The Canal Street accident 
reduced production and shipments from the Canal Street facility, creating a business interruption that we 
estimate adversely impacted sales in the first nine months of fiscal 2008 by approximately $4.5 to $6.5 
million.  The Company estimates that prior year’s first nine months sales were adversely impacted by 
approximately $15.0 to $20.0 million due to the Canal Street accident.    

Adjusted EBITDA in the first nine months of fiscal 2008 was $273.5 million, an increase of 73.1% or 
$115.5 million over the first nine months of fiscal 2007.  Adjusted EBITDA margins in the first nine 
months of fiscal 2008 increased 200 basis points to 20.2% compared to the first nine months of fiscal 2007.  
PT Adjusted EBITDA in the first nine months of fiscal 2008 was $197.7 million or 20.4% of sales, an 
increase of 16.3% over the first nine months of fiscal 2007 and includes $4.4 million of severance costs 
related to an organizational re-alignment.  WM Adjusted EBITDA in the first nine months of fiscal 2008 
was $83.1 million, or 21.8% of sales.  

While difficult to determine, the Company estimates that Adjusted EBITDA was adversely impacted by 
approximately $2.0 to $2.8 million in the first nine months of fiscal 2008 as a result of the Canal Street 
accident and resulting business interruption.  The Company estimates that Adjusted EBITDA was 
adversely impacted by approximately $6.0 to $10.0 million in the first nine months of the prior year.  
During the first nine months of fiscal 2008, we recorded $11.1 million of recoveries under the Company’s 
business interruption insurance policy.  

Gross profit margins in the first nine months of fiscal 2008 expanded 210 basis points to 32.5% of net sales, 
or to $438.8 million.  During the first nine months of fiscal 2008, net inventory purchase accounting 
adjustments and LIFO income unfavorably impacted gross profit margins by approximately 40 basis points.  
Gross profit margins through the first nine months of the prior year of 30.4% were unfavorably impacted 
by net inventory purchase accounting adjustments and LIFO income by 100 basis points. Gross profit 
margins for the first nine months of fiscal 2008 were also negatively impacted by 20 basis points due to 
$2.7 million of severance costs related to an organizational re-alignment within the PT segment.  

SG&A expense in the first nine months of fiscal 2008 declined 100 basis points to 16.8% of net sales and 
includes $1.7 million of severance costs related to an organizational re-alignment within the PT segment.  

Leverage declines to 5.6x at December 29, 2007; Net debt declines by $127.0 million from March 2007  
At the end of the third quarter the Company had total debt of $2,024.6 million, a reduction of $22.3 

million from the end of fiscal year 2007.  The Company also had cash on hand of $160.8 million as of 
December 29, 2007, an increase of $85.6 million in the third quarter and $104.7 million from March 31, 
2007.  The Company’s leverage ratio (Debt to EBITDA as defined in the Company’s credit agreement) as 
of December 29, 2007 was 5.6x, compared to 6.2x at the end of March 2007 and 6.8x as of the date of the 
Apollo acquisition on July 21, 2006.  Net debt leverage as of the end of the third quarter was 5.1x. 



Canal Street Facility Accident Update  
In the third quarter, the Company finalized insurance matters related to the Canal Street accident.  

Since the date of the accident, the Company received cash from its insurance carrier totaling $71.4 million, 
including $18.6 million in the third quarter of fiscal 2008 and $34.4 million in fiscal 2008. Of the total 
amount received, $21.1 million has been allocated to business interruption for losses incurred through 
October 27, 2007.  The Company did not experience, and does not expect to experience, any material 
adverse impact to liquidity, cash or its leverage profile as a result of the accident.   

Acquistion of GA Industries, Inc.  
On January 31, 2008, Zurn Industries, LLC, a wholly-owned subsidiary of Rexnord LLC, indirectly 

acquired GA Industries, Inc. for a cash purchase price of approximately $76.0 million. With this 
acquisition, we further expand our presence in water and wastewater markets, specifically in municipal, 
hydropower, and industrial environments.  GA Industries, Inc. is comprised of GA Industries and Rodney 
Hunt Company, Inc.  GA Industries is a manufacturer of automatic control valves, check valves and air 
valves.  Rodney Hunt Company, Inc. is a leader in the design and manufacturer of sluice/slide gates, cone 
valves and actuation systems.   

Continued Dumping and Subsidy Offset Act (CDSOA)  

The Company, as a producer of ball bearing products in the United States participated in the 
distribution of monies collected by Customs and Border Protection (“CBP”) from antidumping cases under 
the CDSOA. As a result of providing relevant information to CBP regarding historical manufacturing, 
personnel and development costs for calendar 2007, the Company received its pro rata share of the total 
CDSOA distribution which amounted to $1.4 million in the three months ended December 29, 2007.  
Similarly, a recovery of $8.8 million was recorded during the three months ended December 30, 2006 
related to the submission of calendar 2006 and prior years’ data to CBP. These recoveries are included in 
other income, net on the consolidated statement of operations.   

In February 2006, U.S. Legislation was enacted that ends CDSOA distributions to US manufacturers for 
imports covered by anti-dumping duty orders entering the U.S. after September 30, 2007.  Because monies 
will continue to be collected by CBP until September 30, 2007 and for prior year entries, the Company may 
receive some additional distributions beyond 2007; however, because of the pending cases, the 2006 
legislation and the administrative operation of the law, the Company cannot reasonably estimate the 
amount of CDSOA payments, if any, that it may receive in future years. 

EBITDA and Adjusted EBITDA  
Rexnord considers EBITDA and Adjusted EBITDA as indicators of operating performance.  

EBITDA represents earnings before interest, taxes, depreciation and amortization. EBITDA is 
presented because it is an important supplemental measure of performance and it is frequently used by 
analysts, investors and other interested parties in the evaluation of companies in our industry. EBITDA is 
also presented and compared by analysts and investors in evaluating the performance of issuers of “high 
yield” securities because it is a common measure of the ability to meet debt service obligations. Other 
companies in our industry may calculate EBITDA differently. EBITDA is not a measurement of financial 
performance under generally accepted accounting principles and should not be considered as an alternative 
to cash flow from operating activities or as a measure of liquidity or an alternative to net income as 
indicators of operating performance or any other measures of performance derived in accordance with 
generally accepted accounting principles. Because EBITDA is calculated before recurring cash charges, 
including interest expense and taxes, and is not adjusted for capital expenditures or other recurring cash 
requirements of the business, it should not be considered as a measure of discretionary cash available to 
invest in the growth of the business. See the Consolidated Statements of Cash Flows included in the 
attached financial statements.  

Adjusted EBITDA represents EBITDA plus the additional adjustments noted in the table below. 
Adjusted EBITDA is presented because it better represents ongoing business performance than EBITDA, 



since the adjustments reflect earnings and expenses considered as non-representative of ongoing business 
for the reasons specified below. Adjusted EBITDA is not a measurement of financial performance under 
generally accepted accounting principles and should not be considered as an alternative to cash flow from 
operating activities or as a measure of liquidity or an alternative to net income as indicators of operating 
performance or any other measures of performance derived in accordance with generally accepted 
accounting principles. See the Consolidated Statements of Cash Flows included in the attached financial 
statements.  

About Rexnord  
Headquartered in Milwaukee, Wisconsin, Rexnord is a leading, diversified multi-platform industrial 

company comprised of two key platforms: Power Transmission and Water Management with 
approximately 7,400 employees worldwide. Rexnord power transmission products include gears, 
couplings, industrial bearings, flattop, aerospace bearings and seal, industrial chain, and special 
components. Our water management products are sold primarily under the Zurn and Wilkins brand names 
and our products include specification drainage, water control, PEX and commercial brass. Additional 
information about the Company can be found at www.rexnord.com and www.zurn.com.  

Conference Call Details  
Rexnord will hold a conference call on February 6, 2008 at 10:00 a.m. Eastern Time to discuss its 

fiscal year 2008 third quarter results, provide a general business update and respond to investor questions. 
Rexnord CEO Robert Hitt and CFO George Moore will co-host the call. The conference call can be 
accessed via telephone as follows:  

Domestic toll-free #: (888) 271-8596  
International toll #: (913) 312-1522 
Access Code: 2382747  

If you are unable to participate during the live teleconference, a replay of the conference call will be 
available until 1:00 p.m. Eastern Time, February 14, 2008.  To access the replay, please dial (888) 203-
1112 (domestic) or (719) 457-0820 (international) with access code 2382747.  

Information in this release may involve guidance, expectations, beliefs, plans, intentions or strategies 
regarding the future. These forward-looking statements involve risks and uncertainties. All forward-looking 
statements included in this release are based upon information available to Rexnord LLC as of the date of 
the release, and Rexnord LLC assumes no obligation to update any such forward-looking statements. The 
statements in this release are not guarantees of future performance and actual results could differ materially 
from current expectations. Numerous factors could cause or contribute to such differences. Please refer to 
the Company’s reports filed from time to time with the Securities and Exchange Commission for a further 
discussion of the factors and risks associated with the business.  
  
 


