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PART 1
ITEM 1. BUSINESS
RBC Bearings Incorporated

We are an international manufacturer and marketer of highly engineered precision plain, roller and ball bearings.
Bearings, which are integral to the manufacture and operation of most machines and mechanical systems, reduce wear
to moving parts, facilitate proper power transmission and reduce damage and energy loss caused by friction. While we
manufacture products in all major bearing categories, we focus primarily on highly technical or regulated bearing
products for specialized markets that require sophisticated design, testing and manufacturing capabilities. We believe
our unique expertise has enabled us to garner leading positions in many of the product markets in which we primarily
compete. We have been providing bearing solutions to our customers since 1919. Over the past ten years, we have
significantly broadened our end markets, products, customer base and geographic reach. We currently have 26
facilities of which 23 are manufacturing facilities in four countries.

The Bearing Industry

The bearing industry is a highly fragmented multi-billion dollar market. Purchasers of bearings include producers of
commercial and military aerospace equipment, automotive and commercial truck manufacturers, industrial equipment
and machinery manufacturers, agricultural machinery manufacturers and construction, mining and specialized
equipment manufacturers.

Demand for bearings in the diversified industrial market is influenced by growth factors in industrial machinery and
equipment shipments and construction, mining, energy and general industrial activity. In addition, usage of existing
machinery will impact aftermarket demand for replacement bearing products. In the aerospace market, aging of the
existing commercial aircraft fleet along with carrier traffic growth determines demand for our bearing solutions.
Lastly, activity in the defense market is being influenced by modernization programs necessitating increased spending
on new equipment, as well as continued utilization of deployed equipment supporting aftermarket demand for
replacement bearings.

Customers and Markets

We serve a broad range of end markets where we can add value with our specialty, precision bearing products and
applications. We classify our customers into two principal categories: diversified industrial and aerospace and
defense. These principal end markets utilize a large number of both commercial and specialized bearing products.
Although we provide a relatively small percentage of total bearing products supplied to each of our overall principal
markets, we believe we have leading market positions in many of the specialized bearing product markets in which we
primarily compete. Financial information regarding geographic areas is set forth in Part II, Item 8. “Financial
Statements and Supplementary Data,” Note 20 “Reportable Segments.”

. Diversified Industrial Market (42% of net sales for the fiscal year ended April 3, 2010)

We manufacture bearing products for a wide range of diversified industrial markets, including construction and
mining, oil and natural resource extraction, heavy truck, packaging and semiconductor machinery. Nearly all
mechanical devices and machinery require bearings to relieve friction where one part moves relative to another. Our
products target existing market applications in which our engineering and manufacturing capabilities provide us with a
competitive advantage in the marketplace.
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Our largest diversified industrial customers include AxleTech International, Caterpillar, ITT Corporation, Komatsu
America, National Oilwell Varco and various aftermarket distributors including Applied Industrial, Kaman
Corporation and Motion Industries. We believe that the diversification of our sales among the various segments of the
industrial bearings market reduces our exposure to downturns in any individual market. We believe opportunities exist
for growth and margin improvement in this market as a result of the introduction of new products and the expansion
of aftermarket sales.

o Aerospace and Defense Market (58% of net sales for the fiscal year ended April 3, 2010)

We supply bearings for use in commercial, private and military aircraft. We supply bearings for many of the
commercial aircraft currently operating worldwide and are the primary supplier for many of their product lines. This
includes military contractors for airplanes, helicopters and missile systems. Commercial aerospace customers
generally require precision products, often of special materials, made to unique designs and specifications. Many of
our aerospace bearing products are designed and certified during the original development of the aircraft being served,
which often makes us the primary bearing supplier for the life of the aircraft.

1
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We manufacture bearing products used by the U.S. Department of Defense and certain foreign governments for use in
fighter jets, troop transports, naval vessels, helicopters, gas turbine engines, armored vehicles, guided weaponry and
satellites. We manufacture an extensive line of standard products that conform to many domestic military application
requirements, as well as customized products designed for unique applications. We specialize in the manufacture of
high precision ball and roller bearings, commercial ball bearings and metal-to-metal and self-lubricating plain
bearings for the defense market. Our bearing products are manufactured to conform to U.S. military specifications and
are typically custom designed during the original product design phase, which often makes us the sole or primary
bearing supplier for the life of the product. In addition to products that meet military specifications, these customers
often require precision products made of specialized materials to custom designs and specifications. Product approval
for use on military equipment is often a lengthy process ranging from six months to six years.

Our largest aerospace and defense customers include Airbus, BAE Systems, Boeing, Embraer, General
Electric, Lockheed Martin, Raytheon, Snecma Group, U.S. Department of Defense, United Technologies and various
aftermarket channels. We estimate that over 55% of aerospace net sales are actually used as replacement parts, as
bearings are regularly replaced on aircraft in conjunction with routine maintenance procedures. We believe our strong
relationships with OEMs help drive our aftermarket sales since a portion of OEM sales are ultimately intended for use
as replacement parts. We believe that growth and margin expansion in this segment will be driven primarily by
expanding our international presence, new commercial aircraft introductions, and the refurbishment and maintenance
of existing commercial aircraft.

In fiscal 2010, 5.2% of our net sales were made directly, and we estimate that approximately an additional 22.4% of
our net sales were made indirectly, to the U.S. government. These contracts or subcontracts may be subject to
renegotiation of profit or termination of contracts at the election of the government. We, based on experience, believe
that no material renegotiations or refunds will be required. See Part I, Item 1A. “Risk Factors — Future reductions or
changes in U.S. government spending could negatively affect our business.”

Products
Bearings are employed to fulfill several functions including reduction of friction, transfer of motion and carriage of
loads. We design, manufacture and market a broad portfolio of bearing products. The following table provides a

summary of our product segments:

Net Sales for the Fiscal Year Ended

Segment April 3,2010  March 28,2009  March 29, 2008 Representative Applications
Plain Bearings $ 134,303 $ 166,658 $ 154,535 - Aircraft engine controls and landing gear
(48.9)% (46.8)% (46.7)% - Missile launchers
- Mining and construction equipment
Roller
Bearings $ 73,164 $ 94,428 $ 97,019 - Aircraft hydraulics

(26.6)% (26.6)% (29.4)% - Military and commercial truck chassis
- Packaging machinery and gear pumps
Ball Bearings $ 45,442 $ 63,625 $ 56,677 - Radar and night vision systems

(16.6)% (17.9)% (17.1)% - Airframe control and actuation
- Semiconductor equipment
Other $ 21,793 $ 31,085 $ 22,369 - Collets for machine tools
(7.9% (8.7)% (6.8)% - Industrial gears

Plain Bearings. Plain bearings are primarily used to rectify inevitable misalignments in various mechanical
components, such as aircraft controls, helicopter rotors, or in heavy mining and construction equipment. Such
misalignments are either due to machining inaccuracies or result when components change position relative to each
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other. Plain bearings are produced with either self-lubricating or metal-to-metal designs and consist of several

sub-classes, including rod end bearings, spherical plain bearings and journal bearings. Sales of plain bearings
accounted for 48.9% of our net sales in fiscal 2010.

2
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Roller Bearings. Roller bearings are anti-friction products that utilize cylindrical rolling elements. We produce three
main designs: tapered roller bearings, needle roller bearings and needle bearing track rollers and cam followers. We
produce medium sized tapered roller bearings used primarily in heavy truck axle applications. We offer several needle
roller bearing designs that are used in both industrial applications and certain U.S. military aircraft platforms. These
products are generally specified for use where there are high loads and the design is constrained by space
considerations. A significant portion of the sales of this product is to the aftermarket. Needle bearing track rollers and
cam followers have wide and diversified use in the industrial market and are often prescribed as a primary component
in articulated aircraft wings. We believe we are the world's largest producer of aircraft needle bearing track rollers.
The sale of roller bearings accounted for 26.6% of our net sales in fiscal 2010.

Ball Bearings. Ball bearings are devices which utilize high precision ball elements to reduce friction in high speed
applications. We specialize in four main types of ball bearings: high precision aerospace, airframe control, thin section
and industrial ball bearings. High precision aerospace bearings are primarily sold to customers in the defense industry
that require more technically sophisticated bearing products, such as missile guidance systems, providing higher
degrees of fault tolerance given the criticality of the applications in which they are used. Airframe control ball
bearings are precision ball bearings that are plated to resist corrosion and are qualified under a military specification.
Thin section ball bearings are specialized bearings that use extremely thin cross sections and give specialized
machinery manufacturers many advantages. We produce a general line of industrial ball bearings sold primarily to the
aftermarket. Ball bearings accounted for 16.6% of our net sales in fiscal 2010.

Other. Our other products consist primarily of precision mechanical components and machine tool collets. Precision
mechanical components are used in all general industrial applications, where some form of movement is
required. Machine tool collets are cone-shaped metal sleeves, used for holding circular or rodlike pieces in a lathe or
other machine that provide effective part holding and accurate part location during machining operations. Our other
products accounted for 7.9% of our net sales in fiscal 2010.

Product Design and Development

We produce specialized bearings that are often tailored to the specifications of a customer or application. Our sales
professionals are highly experienced engineers who collaborate with our customers on a continual basis to develop
bearing solutions. The product development cycle can follow many paths which are dependent on the end market or
sales channel. The process normally takes between 3-6 years from concept to sale depending upon the application and
the market. A common route that is used for major OEM projects begins when our design engineers meet with their
customer counterparts at the machine design conceptualization stage and work with them through the conclusion of
the product development.

Often, at the early stage, a bearing design concept is produced that addresses the expected demands of the application.
Environmental demands are many but normally include load, stress, heat, thermal gradients, vibration, lubricant
supply and corrosion resistance, with one or two of these environmental constraints being predominant in the design
consideration. A bearing design must perform reliably for a period of time specified by the customer's product
objectives.

Once a bearing is designed, a mathematical simulation is created to replicate the expected application environment
and thereby allow optimization with respect to these design variables. Upon conclusion of the design and simulation
phase, samples are produced and laboratory testing commences at one of our test laboratories. The purpose of this
testing phase is not only to verify the design and the simulation model but also to allow further design improvement
where needed. Finally, upon successful field testing by the customer, the product is ready for sale.

For the majority of our products, the culmination of this lengthy process is the receipt of a product approval or
certification, generally obtained from either the OEM, the Department of Defense or the Federal Aviation
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Administration, or “FAA,” which allows us to supply the product to the customer. We currently have in excess of
32,800 of such approvals, which often gives us a significant competitive advantage, and in many of these instances we
are the only approved supplier of a given bearing product.

Manufacturing and Operations

Our manufacturing strategies are focused on product reliability, quality and service. Custom and standard products are
produced according to manufacturing schedules that ensure maximum availability of popular items for immediate sale
while carefully considering the economies of lot production and special products. Capital programs and manufacturing
methods development are focused on quality improvement and low production costs. A monthly review of product
line production performance assures an environment of continuous attainment of profitability goals.

3
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Capacity. Our plants currently run on a single shift and a light second shift at selected locations to meet the demands
of our customers. We believe that current capacity levels and future annual estimated capital expenditures on
equipment up to approximately 4% of net sales should permit us to effectively meet demand levels for the foreseeable
future.

Inventory Management. Our increasing emphasis on the distributor/aftermarket sector has required us to maintain
greater inventories of a broader range of products than the OEM market historically demanded. This requires a greater
investment in working capital to maintain these levels. We operate an inventory management program designed to
balance customer delivery requirements with economically optimal inventory levels. In this program, each product is
categorized based on characteristics including order frequency, number of customers and sales volume. Using this
classification system, our primary goal is to maintain a sufficient supply of standard items while minimizing
warehousing costs. In addition, production cost savings are achieved by optimizing plant scheduling around inventory
levels and customer delivery requirements. This leads to more efficient utilization of manufacturing facilities and
minimizes plant production changes while maintaining sufficient inventories to service customer needs.

Sales, Marketing and Distribution

Our marketing strategy is aimed at increasing sales within our two primary markets, targeting specific applications in
which we can exploit our competitive strengths. To effect this strategy, we seek to expand into geographic areas not
previously served by us and we continue to capitalize on new markets and industries for existing and new products.
We employ a technically proficient sales force and utilize marketing managers, product managers, customer service
representatives and product application engineers in our selling efforts.

We have accelerated the development of our sales force through the hiring of sales personnel with prior bearing
industry experience, complemented by an in-house training program. We intend to continue to hire and develop expert
sales professionals and strategically locate them to implement our expansion strategy. Today, our direct sales force is
located to service North America, Europe and Latin America and is responsible for selling all of our products. This
selling model leverages our relationship with key customers and provides opportunities to market multiple product
lines to both established and potential customers. We also sell our products through a well-established, global network
of industrial and aerospace distributors. This channel primarily provides our products to smaller OEM customers and
the end users of bearings that require local inventory and service. In addition, specific larger OEM customers are also
serviced through this channel to facilitate requirements for "Just In Time" deliveries or "Kan Ban" systems. Our
worldwide distributor network provides our customers with more than 1,900 points of sale for our products. We intend
to continue to focus on building distributor sales volume.

The sale of our products is supported by a well-trained and experienced customer service organization. This
organization provides customers with instant access to key information regarding their bearing purchase and delivery
requirements. We also provide customers with updated information through our website, and we have developed
on-line integration with specific customers, enabling more efficient ordering and timely order fulfillment for those
customers.

We store product inventory in five company-owned and operated warehouses located on the East and West coasts of
the U.S., and in France and Switzerland. The inventory is located in these warehouses based on analysis of customer
demand to provide superior service and product availability.

Competition
Our principal competitors include Kaydon Corporation, McGill Manufacturing Company, Inc. and New Hampshire
Ball Bearings, although we compete with different companies for each of our product lines. We believe that for the

majority of our products, the principal competitive factors affecting our business are product qualifications, product
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line breadth, service and price. Although some of our current and potential competitors may have greater financial,
marketing, personnel and other resources than us, we believe that we are well positioned to compete with regard to
each of these factors in each of the markets in which we operate.

Product Qualifications. Many of the products we produce are qualified for the application by the OEM, the U.S.
Department of Defense, the FAA or a combination of these agencies. These credentials have been achieved for
thousands of distinct items after years of design, testing and improvement. In many cases patent protection presides, in
all cases there is strong brand identity and in numerous cases we have the exclusive product for the application.

4
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Product Line Breadth. Our products encompass an extraordinarily broad range of designs which often create a critical
mass of complementary bearings and components for our markets. This position allows many of our industrial and
aircraft customers the ability for a single manufacturer to provide the engineering service and product breadth needed
to achieve a series of OEM design objectives or aftermarket requirements. This ability enhances our value to the OEM
considerably while strengthening our overall market position.

Service. Product design, performance, reliability, availability, quality and technical and administrative support are
elements that define the service standard for this business. Our customers are sophisticated and demanding, as our
products are fundamental and enabling components to the construction or operation of their machinery. We maintain
inventory levels of our most popular items for immediate sale and service with well over 14,000 voice and electronic
contacts per month. Our customers have high expectations regarding product availability, and the primary emphasis of
our service efforts is to ensure the widest possible range of available products and delivering them on a timely basis.

Price. We believe our products are priced competitively in the markets we serve. We continually evaluate our
manufacturing and other operations to maximize efficiencies in order to reduce costs, eliminate unprofitable products
from our portfolio and maximize our profit margins. While we compete with larger bearing manufacturers who direct
the majority of their business activities, investments and expertise toward the automotive industries, our sales in this
industry are only a small percentage of our business. We invest considerable effort to develop our price to value
algorithms and we price to market levels where required by competitive pressures.

Suppliers and Raw Materials

We obtain raw materials, component parts and supplies from a variety of sources and generally from more than one
supplier. Our principal raw material is steel. Our suppliers and sources of raw materials are based in the U.S., Europe
and Asia. We purchase steel at market prices, which fluctuate as a result of supply and demand driven by economic
conditions in the marketplace. For further discussion of the possible effects of changes in the cost of raw materials on
our business, see Part I, Item 1A. “Risk Factors” in this Annual Report on Form 10-K.

Backlog

As of April 3, 2010, we had order backlog of $157.9 million compared to a backlog of $179.3 million in the prior
year. The amount of backlog includes orders which we estimate will be fulfilled within the next 12 months; however,
orders included in our backlog are subject to cancellation, delay or other modifications by our customers prior to
fulfillment. We sell many of our products pursuant to contractual agreements, single source relationships or long-term
purchase orders, each of which may permit early termination by the customer. However, due to the nature of many of
the products supplied by us and the lack of availability of alternative suppliers to meet the demands of such customers'
orders in a timely manner, we believe that it is not practical or prudent for most of our customers to shift their bearing
business to other suppliers.

Employees

We had 1,186 hourly employees and 605 salaried employees as of April 3, 2010, of whom 348 were employed in our
European and Mexican operations. As of April 3, 2010, 142 of our hourly employees were represented by unions in
the U.S. We believe that our employee relations are satisfactory.

We are subject to three collective bargaining agreements with the United Auto Workers covering substantially all of
the hourly employees at our Fairfield, Connecticut, West Trenton, New Jersey and Plymouth, Indiana plants. These
agreements expire on January 31, 2013, June 30, 2012 and October 30, 2015, respectively.

Intellectual Property
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We own U.S. and foreign patents and trademark registrations and U.S. copyright registrations, and have U.S.
trademark and patent applications pending. We currently have 59 issued or pending U.S. and foreign patents. We file
patent applications and maintain patents to protect certain technology, inventions and improvements that are important
to the development of our business, and we file trademark applications and maintain trademark registrations to protect
product names that have achieved brand-name recognition among our customers. We also rely upon trade secrets,
know-how and continuing technological innovation to develop and maintain our competitive position. Many of our
brands are well recognized by our customers and are considered valuable assets of our business. We currently have
183 issued or pending U.S. and foreign trademark registrations and applications. We do not believe, however, that any
individual item of intellectual property is material to our business.

5
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Regulation

Product Approvals. Essential to servicing the aerospace market is the ability to obtain product approvals. We have a
substantial number of product approvals in the form of OEM approvals or Parts Manufacturer Approvals, or “PMAs,”
from the FAA. We also have a substantial number of active PMA applications in process. These approvals enable us
to provide products used in virtually all domestic aircraft platforms presently in production or operation.

We are subject to various other federal laws, regulations and standards. Although we are not presently aware of any
pending legal or regulatory changes that may have a material impact on us, new laws, regulations or standards or
changes to existing laws, regulations or standards could subject us to significant additional costs of compliance or
liabilities, and could result in material reductions to our results of operations, cash flow or revenues.

Environmental Matters

We are subject to federal, state and local environmental laws and regulations, including those governing discharges of
pollutants into the air and water, the storage, handling and disposal of wastes and the health and safety of employees.
We also may be liable under the Comprehensive Environmental Response, Compensation, and Liability Act or similar
state laws for the costs of investigation and clean-up of contamination at facilities currently or formerly owned or
operated by us, or at other facilities at which we have disposed of hazardous substances. In connection with such
contamination, we may also be liable for natural resource damages, government penalties and claims by third parties
for personal injury and property damage. Agencies responsible for enforcing these laws have authority to impose
significant civil or criminal penalties for non-compliance. We believe we are currently in material compliance with all
applicable requirements of environmental laws. We do not anticipate material capital expenditures for environmental
compliance in fiscal 2011.

Investigation and remediation of contamination is ongoing at some of our sites. In particular, state agencies have been
overseeing groundwater monitoring activities at our facility in Hartsville, South Carolina and a corrective action plan
at our Clayton, Georgia facility. At Hartsville, we are monitoring low levels of contaminants in the groundwater
caused by former operations. The state will permit us to cease monitoring activities after two consecutive sampling
periods demonstrate contaminants are below action levels. In connection with the purchase of our Fairfield,
Connecticut facility in 1996, we agreed to assume responsibility for completing clean-up efforts previously initiated
by the prior owner. We submitted data to the state that we believe demonstrates that no further remedial action is
necessary although the state may require additional clean-up or monitoring. In connection with the purchase of our
Clayton, Georgia facility, we agreed to take assignment of the hazardous waste permit covering such facility and to
assume certain responsibilities to implement a corrective action plan concerning the remediation of certain soil and
groundwater contamination present at that facility. The corrective action plan is in the early stages. Although there can
be no assurance, we do not expect expenses associated with these activities to be material.

Available Information

We file our annual, quarterly and current reports, proxy statements, and other documents with the Securities and
Exchange Commission (“SEC”) under the Securities Exchange Act of 1934. The public may read and copy any
materials filed with the SEC at the SEC’s Public Reference Room at 405 Fifth Street, N.-W., Washington, D.C. 20549.
The public may obtain information on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330. Also, the SEC maintains an Internet website that contains reports, proxy and information
statements, and other information regarding issuers that file electronically with the SEC. The public can obtain any
documents that are filed by us at http://www.sec.gov.

In addition, this Annual Report on Form 10-K, as well as our quarterly reports on Form 10-Q, current reports on Form
8-K and any amendments to all of the foregoing reports and our governance documents, are made available free of
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charge on our Internet website (http://www.rbcbearings.com) as soon as reasonably practicable after such reports are
electronically filed with or furnished to the SEC. A copy of the above filings will also be provided free of charge upon
written request to us.

ITEM 1A. RISK FACTORS
Cautionary Statement As To Forward-Looking Information

This report includes “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934. All statements other than statements of historical fact are
"forward-looking statements" for purposes of federal and state securities laws, including any projections of earnings,
cash flows, revenue or other financial items; any statements of the plans, strategies and objectives of management for
future operations; any statements concerning proposed new services or developments; any statements regarding future
economic conditions or performance; future growth rates in the markets we serve; increases in foreign sales; supply
and cost of raw materials, any statements of belief; and any statements of assumptions underlying any of the
foregoing. Forward-looking statements may include the words "may," "estimate," "intend," "continue," "believe,"
"expect," "anticipate," the negative of such terms or other comparable terminology.

6
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Although we believe that the expectations reflected in any of our forward-looking statements are reasonable, actual
results could differ materially from those projected or assumed in any of our forward-looking statements. Our future
financial condition, results of operations and cash flows, as well as any forward-looking statements, are subject to
change and to inherent risks and uncertainties, such as those disclosed in this Annual Report on Form 10-K. Factors
that could cause our actual results, performance and achievements or industry results to differ materially from
estimates or projections contained in forward-looking statements include, among others, the following:

o Weaknesses and cyclicality in any of the industries in which our customers operate;

eChanges in marketing, product pricing and sales strategies or developments of new products by us or our

competitors;
eFuture reductions in U.S. governmental spending or changes in governmental programs, particularly military

equipment procurement programs;

o Our ability to obtain and retain product approvals;

e Supply and costs of raw materials, particularly steel, and energy resources and our ability to pass through these

costs on a timely basis;

o Our ability to acquire and integrate complementary businesses;
o Unexpected equipment failures, catastrophic events or capacity constraints;
o The costs of defending, or the results of, new litigation;
o Our ability to attract and retain our management team and other highly-skilled personnel;
o Increases in interest rates;
. Work stoppages and other labor problems for us and our customers or suppliers;
. Limitations on our ability to expand our business;

o Regulatory changes or developments in the U.S. and foreign countries;

. Developments or disputes concerning patents or other proprietary rights;
Changes in accounting standards, policies, guidance, interpretation or principles;
. Risks associated with operating internationally, including currency translation risks;
. The operating and stock performance of comparable companies;
o Investors’ perceptions of us and our industry;
° General economic, geopolitical, industry and market conditions; and
. Changes in tax requirements (including tax rate changes and new tax laws).

Additional factors that could cause actual results to differ materially from our forward-looking statements are set forth

in this Annual Report on Form 10-K, including under Part I, Item 1. “Business,” Part I, Item 1A. “Risk Factors,” Part I,
Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and Part II, Item 8.
“Financial Statements and Supplementary Data.”

We are not under any duty to update any forward-looking statements after the date of this report to conform such
statements to actual results or to changes in our expectations. You are advised, however, to review any further
disclosures we make on related subjects in our periodic filings with the Securities and Exchange Commission. All
forward-looking statements contained in this report and any subsequently filed reports are expressly qualified in their
entirety by these cautionary statements.

Our business, operating results, cash flows or financial condition could be materially adversely affected by any of the
following risks. The trading price of our common stock could decline due to any of these risks, and you may lose all
or part of your investment. You should carefully consider these risks before investing in shares of our common stock.

Risk Factors Related to Our Company

The bearing industry is highly competitive, and competition could reduce our profitability or limit our ability to grow.
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The global bearing industry is highly competitive, and we compete with many U.S. and non-U.S. companies, some of
which benefit from lower labor costs and fewer regulatory burdens than us. We compete primarily based on product
qualifications, product line breadth, service and price. Certain competitors may be better able to manage costs than us
or may have greater financial resources than we have. Due to the competitiveness in the bearing industry we may not
be able to increase prices for our products to cover increases in our costs, and we may face pressure to reduce prices,
which could materially reduce our revenues, gross margin and profitability. Competitive factors, including changes in
market penetration, increased price competition and the introduction of new products and technology by existing and
new competitors could result in a material reduction in our revenues and profitability.

7
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The loss of a major customer could result in a material reduction in our revenues and profitability.

Our top ten customers generated 31% of our net sales during fiscal 2010 and fiscal 2009. Accordingly, the loss of one
or more of those customers or a substantial decrease in such customers' purchases from us could result in a material
reduction in our revenues and profitability.

In addition, the consolidation and combination of defense or other manufacturers may eliminate customers from the
industry and/or put downward pricing pressures on sales of component parts. For example, the consolidation that has
occurred in the defense industry in recent years has significantly reduced the overall number of defense contractors in
the industry. In addition, if one of our customers is acquired or merged with another entity, the new entity may
discontinue using us as a supplier because of an existing business relationship with the acquiring company or because
it may be more efficient to consolidate certain suppliers within the newly formed enterprise. The significance of the
impact that such consolidation may have on our business is difficult to predict because we do not know when or if one
or more of our customers will engage in merger or acquisition activity. However, if such activity involved our
material customers it could materially impact our revenues and profitability.

Weakness in any of the industries in which our customers operate, as well as the cyclical nature of our customers'
businesses generally, could materially reduce our revenues and profitability.

The commercial aerospace, mining and construction equipment and other diversified industrial industries to which we
sell our products are, to varying degrees, cyclical and tend to decline in response to overall declines in industrial
production. Margins in those industries are highly sensitive to demand cycles, and our customers in those industries
historically have tended to delay large capital projects, including expensive maintenance and upgrades, during
economic downturns. As a result, our business is also cyclical, and the demand for our products by these customers
depends, in part, on overall levels of industrial production, general economic conditions and business confidence
levels. Downward economic cycles have affected our customers and reduced sales of our products resulting in
reductions in our revenues and net earnings. Any future material weakness in demand in any of these industries could
materially reduce our revenues and profitability.

In addition, many of our customers have historically experienced periodic downturns, which often have had a negative
effect on demand for our products. For example, the severe downturn in 2001 in the aerospace industry resulted in
deferrals or cancellations in aircraft orders, which reduced the volume and price of orders placed for products used to
manufacture commercial aircraft, including our bearings and other individual parts and components we manufacture.
Previous industry downturns have negatively affected, and future industry downturns will negatively affect, our net
sales, gross margin and net income.

Future reductions or changes in U.S. government spending could negatively affect our business.

In fiscal 2010, 5.2% of our net sales were made directly, and we estimate that approximately an additional 22.4% of
our net sales were made indirectly, to the U.S. government to support military or other government projects. Our
failure to obtain new government contracts, the cancellation of government contracts or reductions in federal budget
appropriations regarding our products could result in materially reduced revenue. In addition, the funding of defense
programs also competes with non-defense spending of the U.S. government. Our business is sensitive to changes in
national and international priorities and the U.S. government budget. A shift in government defense spending to other
programs in which we are not involved or a reduction in U.S. government defense spending generally could materially
reduce our revenues, cash flows from operations and profitability. If we, or our prime contractors for which we are a
subcontractor, fail to win any particular bid, or we are unable to replace lost business as a result of a cancellation,
expiration or completion of a contract, our revenues or cash flows could be reduced.

18



Edgar Filing: RBC Bearings INC - Form 10-K

Fluctuating supply and costs of raw materials and energy resources could materially reduce our revenues, cash flow
from operations and profitability.

Our business is dependent on the availability and costs of energy resources and raw materials, particularly steel,
generally in the form of stainless and chrome steel, which are commodity steel products. The availability and prices of
raw materials and energy sources may be subject to curtailment or change due to, among other things, new laws or
regulations, suppliers' allocations to other purchasers, interruptions in production by suppliers, changes in exchange
rates and worldwide price levels. Although we currently maintain alternative sources for raw materials, our business is
subject to the risk of price fluctuations and periodic delays in the delivery of certain raw materials. Disruptions in the
supply of raw materials and energy resources could temporarily impair our ability to manufacture our products for our
customers or require us to pay higher prices in order to obtain these raw materials or energy resources from other
sources, which could thereby affect our net sales and profitability.

8
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We seek to pass through a significant portion of our additional costs to our customers through steel surcharges or price
increases. However, even if we are able to pass these steel surcharges or price increases to our customers, there may
be a time lag of up to 3 months or more between the time a cost increase goes into effect and our ability to implement
surcharges or price increases, particularly for orders already in our backlog. As a result our gross margin percentage
may decline, and we may not be able to implement other price increases for our products. We cannot provide
assurances that we will be able to continue to pass these additional costs on to our customers at all or on a timely basis
or that our customers will not seek alternative sources of supply if there are significant or prolonged increases in the
price of steel or other raw materials or energy resources.

Our products are subject to certain approvals, and the loss of such approvals could materially reduce our revenues and
profitability.

Essential to servicing the aerospace market is the ability to obtain product approvals. We have a substantial number of
product approvals, which enable us to provide products used in virtually all domestic aircraft platforms presently in
production or operation. Product approvals are typically issued by the FAA to designated OEMs who are Production
Approval Holders of FAA approved aircraft. These Production Approval Holders provide quality control oversight
and generally limit the number of suppliers directly servicing the commercial aerospace aftermarket. Regulations
enacted by the FAA provide for an independent process (the PMA process), which enables suppliers who currently
sell their products to the Production Approval Holders, to sell products to the aftermarket. Our foreign sales may be
subject to similar approvals or U.S. export control restrictions. Although we have not lost any material product
approvals in the past, we cannot assure you that we will not lose approvals for our products in the future. The loss of
product approvals could result in lost sales and materially reduce our revenues and profitability.

Restrictions in our indebtedness agreements could limit our growth and our ability to respond to changing conditions.

The KeyBank Credit Agreement contains a number of restrictive covenants that limit our ability, among other things,
to:
o incur additional indebtedness and issue preferred stock and guarantee indebtedness;
° create liens on our assets;
. pay dividends or make other equity distributions;
. purchase or redeem capital stock;
o create restrictions on payments of dividends or other amounts to us by our restricted subsidiaries;
o make investments;
o merge, consolidate or sell assets;
. engage in activities unrelated to our current business;
o engage in transactions with our affiliates; and
. sell or issue capital stock of certain subsidiaries.

In addition, the KeyBank Credit Agreement contains other financial covenants requiring us to maintain a minimum
fixed charge coverage ratio and maximum senior leverage ratios and to satisfy certain other financial conditions. Our
KeyBank Credit Agreement prohibits us from incurring capital expenditures of more than $30 million per year. These
restrictions could limit our ability to obtain future financings, make needed capital expenditures, withstand a future
downturn in our business or the economy in general or otherwise conduct necessary corporate activities.

As of April 3, 2010, we had $37.0 million of outstanding borrowings and letters of credit of $6.0 million under our
$150.0 million KeyBank Credit Agreement. Under the KeyBank Credit Agreement, we had borrowing availability of
$107.0 million as of April 3, 2010. This agreement expires on June 24, 2011.

Work stoppages and other labor problems could materially reduce our ability to operate our business.
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As of April 3, 2010, approximately 12% of our hourly employees were represented by labor unions in the U.S. and
abroad. While we believe our relations with our employees are satisfactory, a lengthy strike or other work stoppage at
any of our facilities, particularly at some of our larger facilities, could materially reduce our ability to operate our
business. In addition, any attempt by our employees not currently represented by a union to join a union could result
in additional expenses, including with respect to wages, benefits and pension obligations. We currently have three
collective bargaining agreements, one agreement covering approximately 49 employees will expire in June 2012, one
agreement covering approximately 68 employees will expire in January 2013 and one agreement covering
approximately 25 employees will expire in October 2015.

9
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In addition, work stoppages at one or more of our customers or suppliers, including suppliers of transportation
services, many of which have large unionized workforces, for labor or other reasons could also cause disruptions to
our business that we cannot control, and these disruptions may materially reduce our revenues and profitability.

Our business is capital intensive and may consume cash in excess of cash flows from our operations.

Our ability to remain competitive, sustain our growth and expand our operations largely depends on our cash flows
from operations and our access to capital. We intend to fund our cash needs through operating cash flow and
borrowings under our KeyBank Credit Agreement, but may require additional equity or debt financing to fund our
growth and debt repayment obligations. In addition, we may need additional capital to fund future acquisitions. Our
business may not generate sufficient cash flow, and we may not be able to obtain sufficient funds to enable us to pay
our debt obligations and capital expenditures or we may not be able to refinance our existing debt on commercially
reasonable terms, if at all. See Part II, Item 7. "Management's Discussion and Analysis of Financial Condition and
Results of Operations—Liquidity and Capital Resources—Liquidity."

Unexpected equipment failures, catastrophic events or capacity constraints may increase our costs and reduce our
sales due to production curtailments or shutdowns.

Our manufacturing processes are dependent upon critical pieces of equipment, such as furnaces, continuous casters
and rolling equipment, as well as electrical equipment, such as transformers, and this equipment may, on occasion, be
out of service as a result of unanticipated failures. In addition to equipment failures, our facilities are also subject to
the risk of catastrophic loss due to unanticipated events such as fires, explosions, earthquakes or violent weather
conditions. In the future, we may experience material plant shutdowns or periods of reduced production as a result of
these types of equipment failures or catastrophes. Interruptions in production capabilities will inevitably increase our
production costs and reduce sales and earnings for the affected period.

Certain of our facilities are operating at a single shift with a light second shift, and additional demand may require
additional shifts and/or capital investments at these facilities. We cannot assure you that we will be able to add
additional shifts as needed in a timely way and production constraints may result in lost sales. In certain markets we
refrain from making additional capital investments to expand capacity where we believe market expansion in a
particular end market is not sustainable or otherwise does not justify the expansion or capital investment. Our
assumptions and forecasts regarding market conditions in these end markets may be erroneous and may result in lost
earnings, potential sales going to competitors and inhibit our growth.

We may not be able to continue to make the acquisitions necessary for us to realize our growth strategy.

The acquisition of businesses that complement or expand our operations has been and continues to be an important
element of our business strategy. We frequently engage in evaluations of potential acquisitions and negotiations for
possible acquisitions, some of which, if consummated, could be significant to us. We cannot assure you that we will
be successful in identifying attractive acquisition candidates or completing acquisitions on favorable terms in the
future. Our inability to acquire businesses, or to operate them profitably once acquired, could have a material adverse
effect on our business, financial position, cash flow and growth.

The costs and difficulties of integrating acquired businesses could impede our future growth.

We cannot assure you that any future acquisition will enhance our financial performance. Our ability to effectively
integrate any future acquisitions will depend on, among other things, the culture of the acquired business matching
with our culture, the ability to retain and assimilate employees of the acquired business, the ability to retain customers
and integrate customer bases, the adequacy of our implementation plans, the ability of our management to oversee and
operate effectively the combined operations and our ability to achieve desired operating efficiencies and sales goals.
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The integration of any acquired businesses might cause us to incur unforeseen costs, which would lower our future
earnings and would prevent us from realizing the expected benefits of these acquisitions.
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Even if we are able to integrate future acquired businesses with our operations successfully, we cannot assure you that
we will realize all of the cost savings, synergies or revenue enhancements that we anticipate from such integration or
that we will realize such benefits within the expected time frame. As a result of our acquisitions of other businesses,
we may be subject to the risk of unforeseen business uncertainties or legal liabilities relating to those acquired
businesses for which the sellers may not indemnify us. Future acquisitions may also result in potentially dilutive
issuances of securities.

We depend heavily on our senior management and other key personnel, the loss of whom could materially affect our
financial performance and prospects.

Our business is managed by a number of key executive officers, including Dr. Michael J. Hartnett. Our future success
will depend on, among other things, our ability to keep the services of these executives and to hire other highly
qualified employees at all levels.

We compete with other potential employers for employees, and we may not be successful in hiring and retaining
executives and other skilled employees that we need. Our ability to successfully execute our business strategy, market
and develop our products and serve our customers could be adversely affected by a shortage of available skilled
employees or executives.

Our international operations are subject to risks inherent in such activities.

We have established operations in certain countries outside the U.S., including Mexico, France, Switzerland, China
and England. Of our 26 facilities, 6 are located outside the U.S., including 4 manufacturing facilities.

Approximately 26% of our net sales were derived from sales directly or indirectly outside the U.S. We expect that this
proportion is likely to increase as we seek to increase our penetration of foreign markets, including through
acquisitions, particularly within the aerospace and defense markets. Our foreign operations are subject to the risks
inherent in such activities such as: currency devaluations, logistical and communications challenges, costs of
complying with a variety of foreign laws and regulations, greater difficulties in protecting and maintaining our rights
to intellectual property, difficulty in staffing and managing geographically diverse operations, acts of terrorism or war
or other acts that may cause social disruption which are difficult to quantify or predict and general economic
conditions in these foreign markets. Our international operations may be negatively impacted by changes in
government policies, such as changes in laws and regulations (or the interpretation thereof), restrictions on imports
and exports, sources of supply, duties or tariffs, the introduction of measures to control inflation and changes in the
rate or method of taxation. To date we have not experienced significant difficulties with the foregoing risks associated
with our international operations.

Currency translation risks may have a material impact on our results of operations.

Our Swiss operations utilize the Swiss Franc as the functional currency, our French operations utilize the Euro as the
functional currency and our English operations utilize the British Pound Sterling as the functional currency. Foreign
currency transaction gains and losses are included in earnings. Foreign currency transaction exposure arises primarily
from the transfer of foreign currency from one subsidiary to another within the group and to foreign currency
denominated trade receivables. Unrealized currency translation gains and losses are recognized upon translation of the
foreign subsidiaries' balance sheets to U.S. dollars. Because our financial statements are denominated in U.S. dollars,
changes in currency exchange rates between the U.S. dollar and other currencies have had, and will continue to have,
an impact on our earnings. While we monitor exchange rates, we currently do not have exchange rate hedges in place
to reduce the risk of an adverse currency exchange movement. Currency fluctuations have not had a material impact
on our financial performance in the past, but such fluctuations may affect our financial performance in the future and
we cannot predict the impact of future exchange rate fluctuations on our results of operations. See Part II, Item 7A.
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"Quantitative and Qualitative Disclosures about Market Risk—Foreign Currency Exchange Rates."
We may be required to make significant future contributions to our pension plan.

As of April 3, 2010, we maintained one noncontributory defined benefit pension plan. The plan was underfunded by
$1.7 million as of April 3, 2010 and overfunded by $0.9 million as of March 28, 2009, which are the amounts by
which the accumulated benefit obligations are more or less than the sum of the fair market value of the plan’s assets.
We are required to make cash contributions to our pension plan to the extent necessary to comply with minimum
funding requirements imposed by employee benefit laws and tax laws. The amount of any such required contributions
is determined based on annual actuarial valuation of the plan as performed by the plan’s actuaries. The amount of
future contributions will depend upon asset returns, then-current discount rates and a number of other factors, and, as a
result, the amount we may elect or be required to contribute to our pension plan in the future may increase
significantly. Additionally, there is a risk that if the Pension Benefit Guaranty Corporation concludes that its risk with
respect to our pension plan may increase unreasonably if the plan continues to operate, if we are unable to satisfy the
minimum funding requirement for the plan or if the plan becomes unable to pay benefits, then the Pension Benefit
Guaranty Corporation could terminate the plan and take control of its assets. In such event, we may be required to
make an immediate payment to the Pension Benefit Guaranty Corporation of all or a substantial portion of the
underfunding as calculated by the Pension Benefit Guaranty Corporation based upon its own assumptions. The
underfunding calculated by the Pension Benefit Guaranty Corporation could be substantially greater than the
underfunding we have calculated because, for example, the Pension Benefit Guaranty Corporation may use a
significantly lower discount rate. If such payment is not made, then the Pension Benefit Guaranty Corporation could
place liens on a material portion of our assets and the assets of any members of our controlled group. Such action
could result in a material increase in our pension related expenses and a corresponding reduction in our cash flow and
net income. For additional information concerning our pension plan and plan liabilities, see Part II, Item 8. “Financial
Statements and Supplementary Data,” Note 13 “Pension Plans.”
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We may incur material losses for product liability and recall related claims.

We are subject to a risk of product and recall related liability in the event that the failure, use or misuse of any of our
products results in personal injury, death, or property damage or our products do not conform to our customers'
specifications. In particular, our products are installed in a number of types of vehicle fleets, including airplanes,
trains, automobiles, heavy trucks and farm equipment, many of which are subject to government ordered as well as
voluntary recalls by the manufacturer. If one of our products is found to be defective, causes a fleet to be disabled or
otherwise results in a product recall, significant claims may be brought against us. Although we have not had any
material product liability or recall related claims made against us, and we currently maintain product liability
insurance coverage for product liability, although not for recall related claims, we cannot assure you that product
liability or recall related claims, if made, would not exceed our insurance coverage limits or would be covered by
insurance which, in turn, may result in material losses related to these claims, increased future insurance costs and a
corresponding reduction in our cash flow and net income.

Environmental regulations impose substantial costs and limitations on our operations, and environmental compliance
may be more costly than we expect.

We are subject to various federal, state and local environmental laws and regulations, including those governing
discharges of pollutants into the air and water, the storage, handling and disposal of wastes and the health and safety
of employees. These laws and regulations could subject us to material costs and liabilities, including compliance costs,
civil and criminal fines imposed for failure to comply with these laws and regulatory and litigation costs. We also may
be liable under the federal Comprehensive Environmental Response, Compensation, and Liability Act, or similar state
laws, for the costs of investigation and clean-up of contamination at facilities currently or formerly owned or operated
by us or at other facilities at which we have disposed of hazardous substances. In connection with such contamination,
we may also be liable for natural resource damages, government penalties and claims by third parties for personal
injury and property damage. Compliance with these laws and regulations may prove to be more limiting and costly
than we anticipate. New laws and regulations, stricter enforcement of existing laws and regulations, the discovery of
previously unknown contamination or the imposition of new clean-up requirements could require us to incur costs or
become the basis for new or increased liabilities that could cause a material increase in our environmental related
compliance costs and a corresponding reduction in our cash flow and net income. Investigation and remediation of
contamination at some of our sites is ongoing. Actual costs to clean-up these sites may exceed our current estimates.
Although we have indemnities and other agreements for certain pre-closing environmental liabilities from the prior
owners in connection with our acquisition of several of our facilities, we cannot assure you that the indemnities will
be adequate to cover known or newly discovered pre-closing liabilities.

Our intellectual property and other proprietary rights are valuable, and any inability to protect them could adversely
affect our business and results of operations; in addition, we may be subject to infringement claims by third parties.

Our ability to compete effectively is dependent upon our ability to protect and preserve the intellectual property and
other proprietary rights and materials owned, licensed or otherwise used by us. We have numerous U.S. and foreign
patents, trademark registrations and U.S. copyright registrations. We also have U.S. and foreign trademark and patent
applications pending. We cannot assure you that our pending trademark and patent applications will result in
trademark registrations and issued patents, and our failure to secure rights under these applications may limit our
ability to protect the intellectual property rights that these applications were intended to cover. Although we have
attempted to protect our intellectual property and other proprietary rights both in the United States and in foreign
countries through a combination of patent, trademark, copyright and trade secret protection and non-disclosure
agreements, these steps may be insufficient to prevent unauthorized use of our intellectual property and other
proprietary rights, particularly in foreign countries where the protection available for such intellectual property and
other proprietary rights may be limited. We cannot assure you that any of our intellectual property rights will not be
infringed upon or that our trade secrets will not be misappropriated or otherwise become known to or independently
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developed by competitors. We may not have adequate remedies available for any such infringement or other
unauthorized use. We cannot assure you that any infringement claims asserted by us will not result in our intellectual
property being challenged or invalidated, that our intellectual property will be held to be of adequate scope to protect
our business or that we will be able to deter current and former employees, contractors or other parties from breaching
confidentiality obligations and misappropriating trade secrets. In addition, we may become subject to claims which
could require us to pay damages or limit our ability to use certain intellectual property and other proprietary rights
found to be in violation of a third party's rights, and, in the event such litigation is successful, we may be unable to use
such intellectual property and other proprietary rights at all or on reasonable terms. Regardless of its outcome, any
litigation, whether commenced by us or third parties, could be protracted and costly and could result in increased
litigation related expenses, the loss of intellectual property rights or payment of money or other damages, which may
result in lost sales and reduced cash flow and decrease our net income. See Part I, Item 1. "Business—Intellectual
Property."
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Cancellation of orders in our backlog of orders could negatively impact our revenues.

As of April 3, 2010, we had an order backlog of $157.9 million, which we estimate will be fulfilled within the next
12 months. However, orders included in our backlog are subject to cancellation, delay or other modifications by our
customers prior to fulfillment. For these reasons, we cannot assure you that orders included in our backlog will
ultimately result in the actual receipt of revenues from such orders.

If we fail to maintain an effective system of internal controls, we may not be able to accurately report our financial
results or prevent fraud.

Effective internal controls are necessary for us to provide reliable financial reports and effectively prevent fraud. Any
inability to provide reliable financial reports or prevent fraud could harm our business. To date, we have not detected
any material weakness or significant deficiencies in our internal controls over financial reporting. However, we are
continuing to evaluate and, where appropriate, enhance our policies, procedures and internal controls. If we fail to
maintain the adequacy of our internal controls, as such standards are modified, supplemented or amended from time to
time, we could be subject to regulatory scrutiny, civil or criminal penalties or shareholder litigation. In addition,
failure to maintain adequate internal controls could result in financial statements that do not accurately reflect our
financial condition. Inferior internal controls could also cause investors to lose confidence in our reported financial
information, which could have a negative effect on the trading price of our stock.

Risk Factors Related to our Common Stock
Provisions in our charter documents may prevent or hinder efforts to acquire a controlling interest in us.

Provisions of our certificate of incorporation and bylaws may discourage, delay or prevent a merger, acquisition or
other change in control that stockholders may consider favorable, including transactions which might benefit our
stockholders or in which our stockholders might otherwise receive a premium for their shares. These provisions may
also prevent or frustrate attempts by our stockholders to replace or remove our management.

Our certificate of incorporation authorizes the issuance of preferred stock with such designations, rights and

preferences as may be determined from time to time by our board of directors without stockholder approval. Holders

of the common stock may not have preemptive rights to subscribe for a pro rata portion of any capital stock which

may be issued by us. In the event of issuance, such preferred stock could be utilized, under certain circumstances, as a

method of discouraging, delaying or preventing a change in control of us or could impede our stockholders’ ability to
approve a transaction they consider in their best interests. Although we have no present intention to issue any new

shares of preferred stock, we may do so in the future.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None
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ITEM 2. PROPERTIES

Our principal executive office is located at One Tribology Center, Oxford, Connecticut 06478. We also use this

facility for manufacturing.

We own facilities in the following locations:

Rancho Dominguez, California Bremen, Indiana

Santa Ana, California Plymouth, Indiana
Fairfield, Connecticut Bishopville, South Carolina
Torrington, Connecticut Hartsville, South Carolina
Canton, Georgia Houston, Texas

Clayton, Georgia

We have leases in effect with respect to the following facilities:

Location of Leased Facility Lease Expiration Date Location of Leased Facility
Baldwin Park, California April 30, 2013 Horsham, Pennsylvania
Huntington Beach, California September 30, 2011 Bishopville, South Carolina
Santa Fe Springs, California November 30, 2012 Hartsville, South Carolina
Middlebury, Connecticut June 30, 2011 Delemont, Switzerland
Oxford, Connecticut September 30, 2014 Houston, Texas
Gloucestershire, England May 21, 2012 Hoffman Estates, Illinois
Reynosa, Mexico June 13, 2013 Shanghai, China

West Trenton, New Jersey February 29, 2012 Les Ulis, France

Oklahoma City, Oklahoma September 30, 2021

Lease Expiration Date
April 14,2012
January 31, 2016
September 30, 2014
August 31, 2015

June 19, 2012

March 31, 2012

May 31, 2011

July 31, 2010

We have several small field offices located in various locations to support field sales operations.

We believe that our existing property, facilities and equipment are generally in good condition, are well maintained
and adequate to carry on our current operations. We also believe that our existing manufacturing facilities have
sufficient capacity to meet increased customer demand. Substantially all of our owned domestic properties and most
of our other assets are subject to a lien securing our obligations under our KeyBank Credit Agreement.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we are involved in litigation and administrative proceedings which arise in the ordinary course of
our business. We do not believe that any litigation or proceeding in which we are currently involved, either
individually or in the aggregate, is likely to have a material adverse effect on our business, financial condition,

operating results, cash flow or prospects.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the fourth quarter of the fiscal year ended April 3,
2010.

EXECUTIVE OFFICERS OF THE REGISTRANT

The executive officers are elected by the Board of Directors normally for a term of one year and until the election of
their successors. The executive officers of the company as of May 24, 2010 are as follows:

Name Age Current Position and Previous Positions During Last Five Years
Michael J. Hartnett 64 1992 Chairman, President and Chief Executive Officer
Daniel A. Bergeron 50 2003 Vice President and Chief Financial Officer and Secretary
2006 Vice President and Chief Financial Officer and Assistant
Secretary
Thomas C. Crainer 52 2003 General Manager
2008 Vice President and General Manager
Richard J. Edwards 54 1996 Vice President and General Manager
Thomas J. Williams 58 2006 Corporate General Counsel and Secretary
Thomas M. Burigo 58 2005 Director of Accounting

2006 Corporate Controller
PART II

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

Price range of our Common Stock

Our common stock is quoted on the Nasdaq National Market under the symbol "ROLL." As of May 24, 2010, there
were 51 holders of record of our common stock.

The following table shows the high and low sales prices of our common stock as reported by the Nasdaq National
Market during the periods indicated:

Fiscal 2010 Fiscal 2009
High Low High Low
First Quarter $ 21.84 $ 1476 $ 41.20 $ 33.24
Second Quarter 24.67 19.33 42.30 29.23
Third Quarter 26.29 19.23 35.74 16.03
Fourth Quarter 32.27 22.20 22.66 12.18

The last reported sale price of our common stock on the Nasdaq National Market on May 24, 2010 was $26.87 per
share.
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Dividend Policy

We have never declared or paid any cash dividends on our common stock and do not expect to pay cash dividends for
the foreseeable future. Our current policy is to retain all of our earnings to finance future growth. In addition,
covenants in our credit facilities restrict our ability to pay dividends. Any future declaration of dividends will be
determined by our board of directors, based upon our earnings, capital requirements, financial condition, debt
covenants, tax consequences and other factors deemed relevant by our board of directors.
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Issuer Purchases of Equity Securities

On June 15, 2007, our board of directors authorized us to repurchase up to $10.0 million of our common stock from
time to time on the open market, through block trades, or in privately negotiated transactions depending on market
conditions, alternative uses of capital and other factors. Purchases may be commenced, suspended or discontinued at
any time without prior notice. The new program, which does not have an expiration date, replaced a $7.5 million
program that expired on March 31, 2007.

Total share repurchases for the three months ended April 3, 2010, all of which were made under this program, are as
follows:

Approximate
Number of  dollar value
shares of shares still
purchased available to be
Total as part of the  purchased
number Average publicly under the
of shares price paid  announced program
Period purchased per share program (000’s)
12/27/2009- 01/30/2010 —3 — —3 6,101
01/31/2010 — 02/27/2010 2,966 24.92 2,966 6,027
02/28/2010 — 04/03/2010 — — —3$ 6,027

Total 2,966 $ 24.92 2,966

During the fourth quarter of fiscal 2010, we did not issue any common stock that was not registered under the
Securities Act.

Equity Compensation Plans

Information regarding equity compensation plans required to be disclosed pursuant to this Item is included in Part II,
Item 8. “Financial Statements and Supplementary Data,” Note 16 “Stockholders’ Equity-Stock Option Plans” of this
Annual Report on Form 10-K.
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Performance Graph

The following graph shows the total return to our stockholders compared to a peer group and the Nasdaq Composite
over the period from August 10, 2005 (the date of our initial public offering) to April 3, 2010. Each line on the graph
assumes that $100 was invested in our common stock on August 10, 2005 or in the respective indices at the closing
price on August 10, 2005. The graph then presents the value of these investments, assuming reinvestment of
dividends, through the close of trading on April 3, 2010.

Comparison of 55 Month Cumulative Return*

Among RBC Bearings Incorporated, The Nasdaq Composite Index
And a Peer Group

August 10, April 1, March 31, March29, March 28, April 3,

2005 2006 2007 2008 2009 2010
RBC Bearings
Incorporated $ 100.00 $ 13425 $ 21893 § 237.00 $ 106.02 $§ 207.79
Nasdaq Composite
Index 100.00 109.09 113.70 107.02 73.89 115.97
Peer Group 100.00 123.55 178.23 175.72 106.56 205.37

The peer group consists of Kaydon Corporation, Moog Inc., NN Inc., Precision Industries Castparts Corp., Timken
Company and Triumph Group Inc., which in our opinion, most closely represent the peer group for our business
segments.

*The cumulative total return shown on the stock performance graph indicates historical results only and is not
necessarily indicative of future results.
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ITEM 6. SELECTED FINANCIAL DATA

The following table sets forth our selected consolidated historical financial and other data as of the dates and for the
periods indicated. The selected financial data as of and for the years ended April 3, 2010, March 28, 2009, March 29,
2008, March 31, 2007 and April 1, 2006 have been derived from our historical consolidated financial statements
audited by Ernst & Young LLP, independent registered public accounting firm. Historical results are not necessarily
indicative of the results expected in the future. You should read the data presented below together with, and qualified
by reference to, Part I, Item 7. "Management's Discussion and Analysis of Financial Condition and Results of
Operations" and our consolidated financial statements included in Part II, Item 8. “Financial Statements and
Supplementary Data” of this Annual Report on Form 10-K.

Fiscal Year Ended
April 3, March 28, March 29, March 31, April 1,
2010 2009 2008 2007 2006

(in thousands, except share and per share amounts)
Statement of Operations

Data:

Net sales(1) $ 274,702  $ 355,796 $ 330,600 $ 306,062 $ 274,509
Cost of sales 190,136 237,576 217,022 205,953 191,561
Gross margin 84,566 118,220 113,578 100,109 82,948
Selling, general and

administrative(2) 47,367 55,779 48,904 42,256 41,945
Other, net 2,529 7,471 1,824 5,934 2,424
Operating income 34,670 54,970 62,850 51,919 38,579
Interest expense, net 1,807 2,605 3,407 5,780 15,657

Loss on early
extinguishment of

debt(3) — 319 27 3,576 3,771
Other non-operating

expense (income) (147) 645 (463) (1,504) 78
Income before income

taxes 33,010 51,401 59,879 44,067 19,073
Provision for income

taxes 8,625 16,947 19,685 15,588 6,634
Net income 24,385 34,454 40,194 28,479 12,439
Preferred stock

dividends — — — — (893)

Participation rights of

preferred stock in

undistributed earnings — — — — (630)
Net income available to

common stockholders  $ 24385 $ 34454 $ 40,194 $ 28,479 $ 10,916
Net income per common

share:(4)

Basic $ 1.13 % 1.60 $ 1.87 $ 1.38 % 0.84
Diluted $ 1.12 % 158 § 1.84 $ 133 $ 0.76
Weighted average

common shares:(4)

Basic 21,590,421 21,570,979 21,457,846 20,579,498 12,931,185
Diluted 21,747,082 21,738,812 21,802,711 21,335,307 14,452,264
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Other Financial Data:

Capital expenditures $

Balance Sheet Data:

Cash and cash equivalents
Working capital

Total assets

Total debt

Total stockholders' equity
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9,906 $ 27,583 $ 17,758 % 16,174  $ 10,341
As of
April 3, March 28, March 29, March 31, April 1,
2010 2009 2008 2007 2006
(in thousands)

$ 21,389 $ 30,557 $ 9,859 $ 5,184 $ 16,126
202,714 205,904 176,269 138,970 146,612
375,955 382,067 337,112 273,713 275,923
38,453 68,151 57,750 59,405 165,747
283,547 256,011 223,910 168,171 73,340

(1)Net sales were $274.7 million in fiscal 2010 compared to $355.8 million in fiscal 2009, a decrease of $81.1
million. Net sales in the compared periods included net sales of $2.3 million for Lubron, which was acquired in

September 2009.

Net sales were $355.8 million in fiscal 2009 compared to $330.6 million in fiscal 2008, an increase of $25.2 million.
Net sales in the compared periods included net sales of $6.6 million for PIC Design (acquired in June 2008), $6.1
million for AID (acquired in March 2008) and $4.8 million for BEMD (acquired in March 2008), all in fiscal 2009.
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Net sales were $330.6 million in fiscal 2008 compared to $306.1 million in fiscal 2007, an increase of $24.5
million. Net sales in the compared periods included net sales of $5.4 million for Phoenix (acquired in May 2007),
$2.7 million for CBS (acquired in July 2007), $0.3 million for AID (acquired in March 2008) and $0.3 million for
BEMD (acquired in March 2008), all in fiscal 2008.

Net sales were $306.1 million in fiscal 2007 compared to $274.5 million in fiscal 2006, an increase of $31.6 million.
Net sales in the compared periods included net sales of $8.4 million in fiscal 2007 for All Power, which was acquired
in September 2006.

(2)Selling, general and administrative expense for the fiscal year ended April 1, 2006 included non-recurring
compensation expense of $5.2 million.

(3)Loss on early extinguishment of debt in fiscal 2009 was $0.3 million for the non-cash write-off of deferred
financing fees associated with the paydown of $15.5 million of industrial revenue bonds.

Loss on early extinguishment of debt in fiscal 2007 was $3.6 million for the non-cash write-off of deferred financing
costs associated with the early termination of the senior credit facility.

Loss on early extinguishment of debt of $3.8 million in fiscal 2006 included $1.6 million for non-cash write-off of
deferred financing fees and unamortized bond discount associated with retired debt, $1.3 million of redemption
premium associated with the retirement of all of our 13% discount debentures in September 2005, $0.5 million of
prepayment fees related to the repayment of all of the outstanding balance under our second lien term loan in
August 2005 and $0.4 million in interest expense for the 30-day call period related to the early extinguishment of our
13% discount debentures.

(4) Amounts for the fiscal year ended March 31, 2007 reflect the consummation of our secondary public offering in
April 2006, which included: (1) the sale by us of 8,989,550 shares of our common stock (5,995,529 sold by certain
of our stockholders) at the offering price of $20.50 per share and (2) the repayment of $57.8 million of our Term
Loan.

Amounts for the fiscal year ended April 1, 2006 reflect the consummation of our initial public offering in
August 2005, which included: (1) the sale by us of 7,034,516 shares at the offering price of $14.50 per share, (2) the
repayment of all of our $38.6 million in aggregate principal amount of 13% senior subordinated discount debentures
due 2009, (3) the repayment of all outstanding indebtedness under our $45.0 million second lien term loan, (4) the
addition of $40.0 million to our Term Loan and (5) the redemption of all of our then outstanding Class C and Class D
preferred stock for an aggregate redemption price of $38.6 million.

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Overview

We are a well known international manufacturer of highly engineered precision plain, roller and ball bearings. Our
precision solutions are integral to the manufacture and operation of most machines and mechanical systems, reduce
wear to moving parts, facilitate proper power transmission and reduce damage and energy loss caused by friction.
While we manufacture products in all major bearing categories, we focus primarily on the higher end of the bearing
market where we believe our value added manufacturing and engineering capabilities enable us to differentiate
ourselves from our competitors and enhance profitability. We estimate that approximately two-thirds of our net sales
during fiscal 2010 were generated by products for which we hold the number one or two market position. We have
been providing bearing solutions to our customers since 1919. Over the past ten years, under the leadership of our
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current management team, we have significantly broadened our end markets, products, customer base and geographic
reach. We currently operate 26 facilities of which 23 are manufacturing facilities in four countries.

Demand for bearings generally follows the market for products in which bearings are incorporated and the economy
as a whole. Purchasers of bearings include industrial equipment and machinery manufacturers, producers of
commercial and military aerospace equipment such as missiles and radar systems, agricultural machinery
manufacturers, construction, mining and specialized equipment manufacturers and automotive and commercial truck
manufacturers. The markets for our products are cyclical, and general market conditions could negatively impact our
operating results. We have endeavored to mitigate the cyclicality of our product markets by entering into sole-source
relationships and long-term purchase orders, through diversification across multiple market segments within the
aerospace and defense and diversified industrial segments, by increasing sales to the aftermarket and by focusing on
developing highly customized solutions.
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During the first nine months of fiscal 2010, the world economy continued to contract, and we experienced unfavorable
conditions across our two major markets: diversified industrial and aerospace and defense. Our net sales for
diversified industrial decreased 23% year over year, and our net sales for aerospace and defense decreased 23% year
over year. In our fiscal fourth quarter, we started to experience stronger demand for our diversified industrial products
driven by an overall recovery in most worldwide industrial markets. We are cautiously optimistic that these conditions
will continue through our fiscal 2011.

Approximately 16% of our costs are attributable to raw materials, a majority of which are related to steel and related
products. During the past four years, steel prices have increased to historically high levels, responding to
unprecedented levels of world demand. To date, we have generally been able to pass through these costs to our
customers through price increases and the assessment of surcharges, although there can be a time lag of up to 3
months or more.

Competition in specialized bearing markets is based on engineering design, brand, lead times and reliability of product
and service. These markets are generally not as price sensitive as the markets for standard bearings.

We have demonstrated expertise in acquiring and integrating bearing and precision-engineered component
manufacturers that have complementary products or distribution channels and provide significant potential for margin
enhancement. We have consistently increased the profitability of acquired businesses through a process of methods
and systems improvement coupled with the introduction of complementary and proprietary new products. Since
October 1992 we have completed 20 acquisitions which have broadened our end markets, products, customer base and
geographic reach.

Sources of Revenue

Revenue is generated primarily from sales of bearings to the diversified industrial market and the aerospace and
defense markets. Sales are often made pursuant to sole-source relationships, long-term agreements and purchase
orders with our customers. We recognize revenues principally from the sale of products at the point of passage of title,
which is at the time of shipment.

Sales to the diversified industrial market accounted for 42% of our net sales for the fiscal year ended April 3, 2010.
Sales to the aerospace and defense markets accounted for 58% of our net sales for the same period. In our fourth fiscal
quarter, sales to the diversified industrial market accounted for 49% of our net sales, and sales to the aerospace and
defense markets accounted for 51%.

Aftermarket sales of replacement parts for existing equipment platforms represented approximately 55% of our net
sales for fiscal 2010. We continue to develop our OEM relationships which have established us as a leading supplier
on many important aerospace and defense platforms. Over the past several years, we have experienced increased
demand from the replacement parts market, particularly within the aerospace and defense sectors; one of our business
strategies has been to increase the proportion of sales derived from this sector. We believe these activities increase the
stability of our revenue base, strengthen our brand identity and provide multiple paths for revenue growth.

Approximately 26% of our net sales were derived from sales directly or indirectly outside the U.S. for fiscal 2010,
compared to 28% for fiscal 2009. We expect that this proportion will increase as we seek to increase our penetration
of foreign markets, particularly within the aerospace and defense sectors. Our top ten customers generated 31% of our
net sales in fiscal 2010 and 2009. Out of the 31% of net sales generated by our top ten customers during the fiscal
year ended April 3, 2010, 19% of net sales was generated by our top four customers compared to 18% for the
comparable period last year. No single customer was responsible for generating more than 8% of our net sales for the
same period.

38



Edgar Filing: RBC Bearings INC - Form 10-K

Cost of Revenues

Cost of sales includes employee compensation and benefits, materials, outside processing, depreciation of
manufacturing machinery and equipment, supplies and manufacturing overhead.
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We monitor gross margin performance through a process of monthly operation management reviews. We will develop
new products to target certain markets allied to our strategies by first understanding volume levels and product pricing
and then constructing manufacturing strategies to achieve defined margin objectives. We only pursue product lines
where we believe that the developed manufacturing process will yield the targeted margins. Management monitors
gross margins of all product lines on a monthly basis to determine which manufacturing processes or prices should be
adjusted.

Selling, General and Administrative Expenses

Selling, general and administrative, or SG&A, expenses relate primarily to the compensation and associated costs of
selling, general and administrative personnel, professional fees, insurance, incentive stock compensation, facility costs
and information technology. We have decreased SG&A expenses by $8.4 million in fiscal 2010 compared to fiscal
2009. The decrease was due to the overall economic slowdown experienced over the last fifteen months.

Other Expenses

In March 2010, we finished the consolidation of our Houston, Texas facilities resulting in a total charge of $0.6
million. Of this amount, $0.4 million was related to the remaining months on the original leased facility and $0.2
million was related to moving expenses.

In March 2009, we recorded a non-cash impairment charge of approximately $3.8 million. This charge was associated
with a change in production capacity for the Class 8 truck market due to continued decline in the build rates for Class
8 trucks.

In December 2008, we completed the consolidation and rationalization of our RBC Linear Precision Products, Inc.
subsidiary in Walterboro, South Carolina. This resulted in a total charge of $1.4 million, of which $0.4 million was
related to the net disposal and impairment of fixed assets, $0.7 million was for a writedown of excess inventory, $0.2
million for severance costs and $0.1 million for other miscellaneous items.

In December 2007, our RBC Aircraft Products, Inc. subsidiary relocated from a leased to an owned facility within
Torrington, Connecticut. Moving expenses related to the relocation of this manufacturing facility resulted in a charge
of approximately $0.5 million in fiscal 2008.

In February 2007, our Tyson Bearing Company, Inc. subsidiary closed operations at our Glasgow, Kentucky facility.
The production that was conducted at the Tyson facility has been moved to other RBC locations. This consolidation
resulted in a charge of approximately $5.1 million in fiscal 2007.

Results of Operations

The following table sets forth the various components of our consolidated statements of operations, expressed as a
percentage of net sales, for the periods indicated that are used in connection with the discussion herein:

Fiscal Year Ended
April 3, March 28, March 29,
2010 2009 2008

Statement of Operations Data:
Net sales 100.0% 100.0% 100.0%
Gross margin 30.8 33.2 344
Selling, general and administrative 17.3 15.7 14.8
Other, net 09 2.1 0.6
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Operating income

Interest expense, net

Loss on early extinguishment of debt
Other non-operating expense (income)
Income before income taxes

Provision for income taxes

Net income

12.6
0.7

(0.1)

12.0
3.1
8.9%

15.4
0.7
0.1
0.2

14.4
4.7
9.7%

19.0
1.0

(0.1)

18.1
6.0

12.1%
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Segment Information

We have four reportable product segments: Plain Bearings, Roller Bearings, Ball Bearings and Other. Other consists
primarily of precision ball screws and machine tool collets. The following table shows our net sales and operating
income with respect to each of our reporting segments plus Corporate for the last three fiscal years:

Fiscal Year Ended
April 3, March 28, March 29,
2010 2009 2008

(in thousands)
Net External Sales

Plain $ 134303 $ 166,658 $ 154,535
Roller 73,164 94,428 97,019
Ball 45,442 63,625 56,677
Other 21,793 31,085 22,369
Total $ 274,702 $ 355,796 $ 330,600
Operating Income

Plain $ 28554 $ 41517 $ 40,982
Roller 20,969 23,697 28,818
Ball 5,594 14,474 14,284
Other 1,992 2,375 2,669
Corporate (22,439) (27,093) (23,903)
Total $ 34670 $ 54970 $ 62,850

Geographic Information

The following table summarizes our net sales, by shipping location, for the periods shown:

Fiscal Year Ended
April 3, March 28, March 29,
2010 2009 2008

(in thousands)
Geographic Revenues

Domestic $ 234329 $ 301413 $ 280,510
Foreign 40,373 54,383 50,090
Total $ 2747702 $ 355,796 $ 330,600

For additional information concerning our business segments, see Part II, Item 8. “Financial Statements and
Supplementary Data,” Note 20 “Reportable Segments.”

Fiscal 2010 Compared to Fiscal 2009

Net Sales. Net sales for fiscal 2010 were $274.7 million, a decrease of $81.1 million, or 22.8%, compared to
$355.8 million for the same period in fiscal 2009. During fiscal 2010, we experienced net sales declines in all of our
four segments, driven by lower demand across our end markets due to the weak economic climate. Overall, net sales
to aerospace and defense customers fell 22.5% in fiscal 2010 compared to the same period last year, mainly driven by
a slowdown in the business jet market and inventory liquidations by aircraft distributors. Net sales to diversified
industrial customers decreased 23.2% in fiscal 2010 compared to the same period last year as a result of the overall
decline in the global industrial markets. This decline was offset by the inclusion of our Lubron acquisition which
contributed $2.3 million of net sales to our diversified industrial customers in fiscal 2010.
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The Plain Bearings segment achieved net sales of $134.3 million in fiscal 2010, a decrease of $32.4 million, or 19.4%,
compared to $166.7 million for the same period in the prior year. The weak economy contributed to the overall net
sales decline in this segment, with a $27.7 million decrease in net sales to aerospace and defense customers combined
with a $7.0 million decline in net sales to diversified industrial customers. This decline was offset by the inclusion of
our Lubron acquisition which contributed $2.3 million of net sales to our diversified industrial sector.
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The Roller Bearings segment achieved net sales of $73.2 million in fiscal 2010, a decrease of $21.2 million, or 22.5%,
compared to $94.4 million for the same period in the prior year. The weak economic performance of the industrial
sector contributed $17.9 million of this net sales decline combined with a $3.3 million decrease in net sales to
aerospace and defense customers.

The Ball Bearings segment achieved net sales of $45.4 million in fiscal 2010, a decrease of $18.2 million, or 28.6%,
compared to $63.6 million for the same period in the prior year. Of this decline, $4.7 million was attributable to the
impact of the economic downturn on the industrial sector while net sales to the aerospace and defense sector declined
$13.5 million compared to the same period in fiscal 2009.

The Other segment, which is focused mainly on the sale of machine tool collets and precision components, achieved
net sales of $21.8 million in fiscal 2010, a decrease of $9.3 million, or 29.9%, compared to $31.1 million for the same
period last year. Of this decrease, $6.8 million was attributable to a decline in the sale of machine tool collets in
Europe combined with a decline of $2.5 million due to the general industrial decline for mechanical components.

Gross Margin. Gross margin was $84.6 million, or 30.8% of net sales, in fiscal 2010, versus $118.2 million, or 33.2%
of net sales, for the comparable period in fiscal 2009. The decrease in our gross margin as a percentage of net sales
was primarily the result of the current economic downturn combined with costs of approximately $2.6 million
associated with our expansion into large bearing product lines.

Selling, General and Administrative. SG&A expenses decreased by $8.4 million, or 15.1%, to $47.4 million in fiscal
2010 compared to $55.8 million for the same period in fiscal 2009. The decrease was primarily due to a decline of
$9.2 million in compensation expenses, professional fees and general expense offset by higher stock compensation
expense of $0.7 million and $0.1 million associated with acquisitions. As a percentage of net sales, SG&A was 17.3%
in fiscal 2010 compared to 15.7% for the same period in fiscal 2009.

Other, net. Other, net in fiscal 2010 was $2.5 million compared to $7.5 million for the same period in fiscal 2009. In
fiscal 2010, other, net included $1.3 million of amortization of intangibles, $1.2 million of restructuring and moving
expenses, primarily related to reductions in workforce and the consolidation of our Houston, Texas facility, and a loss
of $0.2 million on the disposal of fixed assets offset by $0.2 million of other miscellaneous income. In fiscal 2009,
other, net included $1.6 million of amortization of intangibles, $1.1 million of plant consolidation and moving
expenses primarily related to the consolidation of our Walterboro, South Carolina facility, a loss on disposal and
impairment of fixed assets and intangibles of $4.4 million and bad debt expense of $0.4 million.

Operating Income. Operating income was $34.7 million, or 12.6% of net sales, in fiscal 2010 compared to
$55.0 million, or 15.4% of net sales, in fiscal 2009. Operating income for the Plain Bearings segment was
$28.6 million in fiscal 2010, or 21.3% of net sales, compared to $41.5 million for the same period last year, or 24.9%
of net sales. The Roller Bearings segment achieved an operating income in fiscal 2010 of $21.0 million, or 28.7% of
net sales, compared to $23.7 million, or 25.1% of net sales, in fiscal 2009. The Ball Bearings segment achieved an
operating income of $5.6 million, or 12.3% of net sales, in fiscal 2010, compared to $14.5 million, or 22.7% of net
sales, for the same period in fiscal 2009. The Other segment achieved an operating income of $2.0 million, or 9.1% of
net sales, in fiscal 2010, compared to $2.4 million or 7.6% of net sales, for the same period in fiscal 2009. The
decrease in operating income in all four of our business segments was driven by a decrease in volume due to the
current economic climate. Our operating income as a percentage of net sales declined in two of our four business
segments as a result of the current economic downturn and costs for our large bearing product lines.

Interest Expense, net. Interest expense, net decreased by $0.8 million to $1.8 million in fiscal 2010, compared to $2.6
million in fiscal 2009, driven by debt reduction.
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Other Non-Operating Expense (Income). In fiscal 2010, we incurred a foreign exchange loss of approximately $0.1
million related primarily to a loan to our Phoenix subsidiary denominated in British Pound Sterling. This was offset by
approximately $0.2 million in payments received under the U.S. Continued Dumping and Subsidy Offset Act
(CDSOA) compared to $0.4 million in payments received in fiscal 2009. The CDSOA distributes antidumping duties
paid by overseas companies to domestic firms hurt by unfair trade.

Income Before Income Taxes. Income before taxes was $33.0 million in fiscal 2010 compared to income before taxes
of $51.4 million in fiscal 2009.
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Income Taxes. Income tax expense in fiscal 2010 was $8.6 million compared to $16.9 million in fiscal 2009. The
effective income tax rate in fiscal 2010 was 26.1% compared to 33.0% in fiscal 2009. For fiscal 2010, the income tax
expense of $8.6 million and the effective tax rate of 26.1% include the benefit of the Advanced Manufacturing Tax
Credit under Internal Revenue Code 48C (“Section 48C Credit”). Without consideration of this tax credit, the income
tax expense would have been $11.3 million and the effective tax rate would have been 34.2% for fiscal 2010.

Net Income. Net income was $24.4 million in fiscal 2010 compared to net income of $34.5 million in fiscal 2009.
Fiscal 2009 Compared to Fiscal 2008

Net Sales. Net sales for fiscal 2009 were $355.8 million, an increase of $25.2 million, or 7.6%, compared to
$330.6 million for the same period in fiscal 2008. During fiscal 2009, we experienced net sales growth in three of our
four segments, driven by demand across end markets as well as continued efforts to supply new products to existing
and new customers. Overall, net sales to aerospace and defense customers grew 18.6% in fiscal 2009 compared to the
same period last year, driven mainly by commercial and military aerospace aftermarket, OEM demand and the $11.6
million contribution of newly-acquired divisions AID, BEMD and PIC Design. Net sales to diversified industrial
customers decreased 4.6% in fiscal 2009 compared to the same period last year. This decline was offset by the
inclusion of our PIC Design acquisition which contributed $5.3 million of net sales to our diversified industrial
customers in fiscal 2009.

The Plain Bearings segment achieved net sales of $166.7 million in fiscal 2009, an increase of $12.2 million, or 7.8%,
compared to $154.5 million for the same period in the prior year. The commercial and military aerospace market grew
$13.9 million due to an increase in airframe and aerospace bearing shipments to aircraft manufacturers and continued
demand for aftermarket product. The inclusion of AID accounted for $5.9 million of this increase. This increase was
offset by a $1.7 million decline in net sales to our diversified industrial customers. This decline was mainly due to a
shift in manufacturing capacity in response to growing aerospace demand and lower industrial OEM and aftermarket
demand.

The Roller Bearings segment achieved net sales of $94.4 million in fiscal 2009, a decrease of $2.6 million, or 2.7%,
compared to $97.0 million for the same period in the prior year. Net sales to the diversified industrial market declined
by $3.9 million primarily driven by a continued slowdown in our Class 8 truck market and the overall diversified
industrial market offset by an increase of $1.3 million in sales to the aerospace and defense sector.

The Ball Bearings segment achieved net sales of $63.6 million in fiscal 2009, an increase of $6.9 million, or 12.3%,
compared to $56.7 million for the same period in the prior year. Strong aerospace and defense-related demand
contributed an increase of $9.9 million which was offset by a decline of $3.0 million in sales to customers in the
diversified industrial markets.

The Other segment, which is focused mainly on the sale of machine tool collets and precision components, achieved
net sales of $31.1 million in fiscal 2009, an increase of $8.7 million, or 39.0%, compared to $22.4 million for the same
period last year. Contributing to this increase was $11.0 million from the inclusion of BEMD and PIC Design offset
by a decrease of $2.3 million in sales of machine tool collets in Europe and a decline in precision ball screws.

Gross Margin. Gross margin was $118.2 million, or 33.2% of net sales, in fiscal 2009, versus $113.6 million, or
34.4% of net sales, for the comparable period in fiscal 2008. The decrease in our gross margin as a percentage of net
sales was mainly driven by start-up costs associated with our expansion into new bearing products of approximately
$2.3 million and the inclusion of recent acquisitions which are currently operating at lower gross margin levels.

Selling, General and Administrative. SG&A expenses increased by $6.9 million, or 14.1%, to $55.8 million in fiscal
2009 compared to $48.9 million for the same period in fiscal 2008. The increase was primarily due to an increase of
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$3.4 million for personnel necessary to support increased volume, higher incentive stock compensation expense of
$1.2 million, and $2.3 million associated with acquisitions. As a percentage of net sales, SG&A was 15.7% in fiscal
2009 compared to 14.8% for the same period in fiscal 2008.

Other, net. Other, net in fiscal 2009 was $7.5 million compared to $1.8 million for the same period in fiscal 2008. In
fiscal 2009, other, net included $1.6 million of amortization of intangibles, $1.1 million of plant consolidation and
moving expenses primarily related to the consolidation of our Walterboro, South Carolina facility, a loss on disposal
and impairment of fixed assets and intangibles of $4.4 million and bad debt expense of $0.4 million. In fiscal 2008,
other, net included $1.3 million of amortization of intangibles, $0.5 million of moving expenses related to the
relocation of our aircraft products manufacturing facility and a loss on disposal of fixed assets of $0.4 million, offset
by other miscellaneous income of $0.4 million.
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Operating Income. Operating income was $55.0 million, or 15.4% of net sales, in fiscal 2009 compared to
$62.9 million, or 19.0% of net sales, in fiscal 2008. Operating income for the Plain Bearings segment was
$41.5 million in fiscal 2009, or 24.9% of net sales, compared to $41.0 million for the same period last year, or 26.5%
of net sales. The Roller Bearings segment achieved an operating income in fiscal 2009 of $23.7 million, or 25.1% of
net sales, compared to $28.8 million, or 29.7% of net sales, in fiscal 2008. This segment was impacted by the
non-cash impairment charge of $3.8 million associated with the Class 8 truck market. The Ball Bearings segment
achieved an operating income of $14.5 million, or 22.7% of net sales, in fiscal 2009, compared to $14.3 million, or
25.2% of net sales, for the same period in fiscal 2008. The Other segment achieved an operating income of
$2.4 million, or 7.6% of net sales, in fiscal 2009, compared to $2.7 million or 11.9% of net sales, for the same period
in fiscal 2008. The increase in operating income in the Plain and Ball segments was driven primarily by an increase in
net sales. The decrease in operating income in the Roller segment was primarily driven by the decrease in net sales to
industrial customers.

Interest Expense, net. Interest expense, net decreased by $0.8 million to $2.6 million in fiscal 2009, compared to $3.4
million in fiscal 2008, driven by debt reduction.

Loss on Early Extinguishment of Debt. For fiscal 2009, loss on early extinguishment of debt was $0.3 million for the
non-cash write-off of deferred financing fees associated with the paydown of $15.5 million of industrial revenue
bonds.

Other Non-Operating Expense (Income). In fiscal 2009, we incurred a foreign exchange loss of approximately $1.0
million related primarily to a loan to our Phoenix subsidiary denominated in British Pound Sterling. This was offset by
approximately $0.4 million in payments received under the U.S. Continued Dumping and Subsidy Offset Act
(CDSOA) for 2008. This compared to $0.3 million in payments received in fiscal 2008 for 2007. The CDSOA
distributes antidumping duties paid by overseas companies to domestic firms hurt by unfair trade.

Income Before Income Taxes. Income before taxes was $51.4 million in fiscal 2009 compared to income before taxes
of $59.9 million in fiscal 2008.

Income Taxes. Income tax expense in fiscal 2009 was $16.9 million compared to $19.7 million in fiscal 2008. The
effective income tax rate in fiscal 2009 was 33.0% compared to 32.9% in fiscal 2008.

Net Income. Net income was $34.5 million in fiscal 2009 compared to net income of $40.2 million in fiscal 2008.
Liquidity and Capital Resources

Our business is capital intensive. Our capital requirements include manufacturing equipment and materials. In
addition, we have historically fueled our growth in part through acquisitions. We have historically met our working
capital, capital expenditure requirements and acquisition funding needs through our net cash flows provided by
operations, various debt arrangements and sale of equity to investors.

Liquidity

RBCA has a credit agreement (the “KeyBank Credit Agreement”) and related security and guaranty agreements with
certain banks, KeyBank National Association, as Administrative Agent, and J.P. Morgan Chase Bank, N.A. as
Co-Lead Arrangers. The KeyBank Credit Agreement provides RBCA with a $150.0 million five-year senior secured
revolving credit facility which can be increased by up to $75.0 million, in increments of $25.0 million, under certain
circumstances and subject to certain conditions (including the receipt from one or more lenders of the additional
commitment).
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Amounts outstanding under the KeyBank Credit Agreement generally bear interest at the prime rate, or LIBOR plus a
specified margin, depending on the type of borrowing being made. The applicable margin is based on our consolidated
ratio of net debt to adjusted EBITDA from time to time. Currently, our margin is 0.0% for prime rate loans and
0.625% for LIBOR rate loans. Amounts outstanding under the KeyBank Credit Agreement are due and payable on the
expiration date of the credit agreement (June 24, 2011). We can elect to prepay some or all of the outstanding balance
from time to time without penalty.

The KeyBank Credit Agreement requires us to comply with various covenants, including among other things,
financial covenants to maintain a ratio of consolidated net debt to adjusted EBITDA not to exceed 3.25 to 1, and a
consolidated fixed charge coverage ratio not to exceed 1.5 to 1 and a limit on capital expenditures (excluding
acquisitions) in any fiscal year to an amount not to exceed $30.0 million. As of April 3, 2010, we were in compliance
with all such covenants.
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The KeyBank Credit Agreement allows us to, among other things, make distributions to shareholders, repurchase our
stock, incur other debt or liens, or acquire or dispose of assets provided that we comply with certain requirements and
limitations of the credit agreement. Our obligations under the KeyBank Credit Agreement are secured by a pledge of
substantially all of our and RBCA’s assets and a guaranty by us of RBCA’s obligations.

On June 26, 2006, we borrowed approximately $79.0 million under the KeyBank Credit Agreement and used such
funds to (i) pay fees and expenses associated with the KeyBank Credit Agreement and (ii) repay the approximately
$78.0 million balance outstanding under a credit agreement in place at that time. We recorded a non-cash pre-tax
charge of approximately $3.6 million in fiscal 2007 to write off deferred debt issuance costs associated with the early
termination of the Amended Credit Agreement. Deferred financing fees of $0.9 million associated with the KeyBank
Credit Agreement were also recorded in fiscal 2007.

On September 10, 2007, we entered into an amendment of the KeyBank Credit Agreement. Pursuant to the terms of
the amendment, the commitment fees payable under the KeyBank Credit Agreement were decreased from a range of
10 to 27.5 basis points, based on our leverage ratio (as defined under the KeyBank Credit Agreement) to a range of
7.5 to 20 basis points. Further, the margin payable under the KeyBank Credit Agreement for revolving loans that are
base rate loans, based on our leverage ratio, was decreased from a range of O to 75 basis points to a range of 0 to 25
basis points. The margin payable under the KeyBank Credit Agreement for revolving loans that are fixed rate loans,
based on our leverage ratio (as defined under the agreement) was decreased from a range of 62.5 to 165 basis points to
a range of 37.5 to 115 basis points. Also, the covenant requiring us to limit capital expenditures (excluding
acquisitions) in any fiscal year to an amount not to exceed $20,000 was amended to increase the limit to an amount
not to exceed $30,000. As of April 3, 2010, $37.0 million was outstanding under the KeyBank Credit
Agreement. Approximately $6.0 million of the KeyBank Credit Agreement is being utilized to provide letters of
credit to secure our obligations relating to certain insurance programs. As of April 3, 2010, we had the ability to
borrow up to an additional $107.0 million under the KeyBank Credit Agreement.

On October 27, 2008, Schaublin entered into a new bank credit facility with Credit Suisse which replaced the prior

bank credit facility of December 8, 2003 and its amendment of November 8, 2004. This facility provides for up to 4.0

million Swiss francs, or $3.8 million, of revolving credit loans and letters of credit. Borrowings under this facility bear

interest at Credit Suisse’s prevailing prime bank rate. As of April 3, 2010, there were no borrowings under the Swiss
Credit Facility.

Our ability to meet future working capital, capital expenditures and debt service requirements will depend on our
future financial performance, which will be affected by a range of economic, competitive and business factors,
particularly interest rates, cyclical changes in our end markets and prices for steel and our ability to pass through price
increases on a timely basis, many of which are outside of our control. In addition, future acquisitions could have a
significant impact on our liquidity position and our need for additional funds.

From time to time we evaluate our existing facilities and operations and their strategic importance to us. If we
determine that a given facility or operation does not have future strategic importance, we may sell, partially or
completely, relocate production lines, consolidate or otherwise dispose of those operations. Although we believe our
operations would not be materially impaired by such dispositions, relocations or consolidations, we could incur
significant cash or non-cash charges in connection with them.

Cash Flows
Fiscal 2010 Compared to Fiscal 2009

In the fiscal year ended April 3, 2010, we generated cash of $41.2 million from operating activities compared to
$44.7 million for the fiscal year ended March 28, 2009. The decrease of $3.5 million was mainly a result of a decrease
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of $10.1 million in net income and the net of non-cash charges of $4.1 million offset by a change in operating assets
and liabilities of $10.7 million. The change in working capital investment was primarily attributable to a decrease in
accounts receivable, a decrease in inventory, a decrease in other non-current assets and an increase in accounts
payable offset by an increase in prepaid expenses and other current assets, a decrease in accrued expenses and other
current liabilities and a decrease in non-current liabilities.

Cash used for investing activities for fiscal 2010 included $9.9 million relating to capital expenditures compared to
$27.6 million for fiscal 2009. Investing activities also included $7.2 million for the purchase of short-term investments

and $1.9 million related to the acquisition of Lubron.

In fiscal 2010, financing activities used $31.4 million, primarily for the paydown of our revolver by $30.0 million.
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Fiscal 2009 Compared to Fiscal 2008

In the fiscal year ended March 28, 2009, we generated cash of $44.7 million from operating activities compared to
$27.1 million for the fiscal year ended March 29, 2008. The increase of $17.6 million was mainly a result of a change
in operating assets and liabilities of $7.4 million and the net of non-cash charges of $15.9 million offset by a decrease
of $5.7 million in net income. The change in working capital investment was primarily attributable to a decrease in
accounts receivable, a decrease in prepaid expenses and other current assets and an increase in accounts payable offset
by decrease in accrued expenses and other current liabilities, a decrease in non-current liabilities and an increase in
other non-current assets.

Cash used for investing activities for fiscal 2009 included $27.6 million relating to capital expenditures compared to
$17.8 million for fiscal 2008. $13.5 million of capital expenditures was associated with the building of a new wind
bearing facility in Texas. Investing activities also included $6.3 million relating to the acquisition of PIC Design.

In fiscal 2009, financing activities provided $9.9 million. We received $26.0 million from an increase in our revolving
credit facility, $0.2 million from the exercise of stock options and an income tax benefit of $0.1 million related to the
exercise of non-qualified stock options. This was offset by the payoff of IRBs for $15.5 million, the repurchase of
common stock of $0.6 million, capital lease payments of $0.2 million and payments on notes payable of $0.1 million.

Capital Expenditures

Our capital expenditures in fiscal 2010 were $9.9 million. We expect to make capital expenditures of approximately
$9.0 to $12.0 million during fiscal 2011 in connection with our existing business. We have funded our fiscal 2010
capital expenditures, and expect to fund fiscal 2011 capital expenditures, principally through existing cash, internally
generated funds and borrowings under our KeyBank Credit Agreement. We may also make substantial additional
capital expenditures in connection with acquisitions.

Obligations and Commitments

The contractual obligations presented in the table below represent our estimates of future payments under fixed
contractual obligations and commitments. Changes in our business needs, cancellation provisions and interest rates, as
well as actions by third parties and other factors, may cause these estimates to change. Because these estimates are
necessarily subjective, our actual payments in future periods are likely to vary from those presented in the table. The
following table summarizes certain of our contractual obligations and principal and interest payments under our debt
instruments and leases as of April 3, 2010:

Payments Due By Period

Less than 1 to 3to More than

Contractual Obligations Total 1 Year 3 Years 5 Years 5 Years
(in thousands)

Total debt(1) $ 38453 § 1,453 $ 37,000 $ — 3 —
Capital lease obligations 516 257 205 54 —
Operating leases 18,528 4,861 6,933 3,931 2,803
Interest on fixed rate debt(2) 1,828 1,472 355 1 —
Interest on variable rate debt(3) 76 61 15 — —
Pension and postretirement
benefits 18,216 1,649 3,387 3,548 9,632

Total contractual cash obligations $ 77,617 $ 9,753 $ 47,895 $ 7,534 $ 12435
(D
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Includes the $37.0 million five-year senior secured revolving credit facility under our KeyBank Credit Agreement,
which expires on June 24, 2011 and $1.5 million notes payable.

(2) Interest payments are calculated based on a LIBOR rate of 3.64% (per the interest rate swap agreement) plus the
current bank margin per our bank agreement.

3) Interest payments are calculated based on beginning of period debt balances that reflect contractual debt
amortization over the term of the instruments and assume a constant LIBOR rate of 0.5% plus bank
margin per our KeyBank Credit Agreement. To the extent that actual rates change, our interest rate
obligations will change accordingly.
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Quarterly Results of Operations

Quarter Ended
Apr. 3, Dec. 26, Sept.26, Jun.27, Mar.28, Dec.27, Sept.27, Jun.28,
2010 2009 2009 2009 2009 2008 2008 2008
(Unaudited)
(in thousands, except per share data)
Net sales $ 79,832 $ 67,481 $ 63,657 $ 63,732 $ 83,841 $ 85,281 $ 94,294 $ 92,380
Gross margin 25,130 20,439 19,093 19,904 28,946 28,502 30,217 30,555
Operating income 11,515 8,139 7,237 7,779 9,961 12,795 15,168 17,046
Net income $ 9,665 $ 5249 $ 4404 $ 5067 $ 6483 $ 7,700 $ 9,588 $ 10,683

Net income per
common share:
Basic(1)(2) $ 045 $ 024 $ 020 $ 023 $ 030 $ 036 $ 044 $ 050
Diluted(1)(2) $ 04 $ 024 $ 020 $ 023 $ 030 $ 035 $ 044 $ 049

(1)See Part II, Item 8. “Financial Statements and Supplementary Data,” Note 2 “Summary of Significant Accounting
Policies-Net Income Per Common Share.”

(2)Net income per common share is computed independently for each of the quarters presented. Therefore, the sum of
the quarterly earnings per share may not necessarily equal the total for the year.

Critical Accounting Policies

Our discussion and analysis of our financial condition and results of operations are based upon our consolidated
financial statements, which have been prepared in accordance with U.S. generally accepted accounting principles. The
preparation of these financial statements requires us to make estimates and judgments that affect the reported amounts
of assets, liabilities, revenues and expenses and related disclosure of contingent assets and liabilities. On an on-going
basis, we evaluate our estimates, including those related to product returns, bad debts, inventories, recoverability of
intangible assets, income taxes, financing operations, pensions and other postretirement benefits and contingencies
and litigation. We base our estimates on historical experience and on various other assumptions that are believed to be
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these
estimates under different assumptions or conditions.

We believe the following critical accounting policies affect our more significant judgments and estimates used in the
preparation of our consolidated financial statements.

Revenue Recognition. We recognize revenue in accordance with SEC Staff Accounting Bulletin 101 "Revenue
Recognition in Financial Statements as amended by Staff Accounting Bulletin 104.” We recognize revenue upon the
passage of title on the sale of manufactured goods, which generally is at time of shipment.

Accounts Receivable. We are required to estimate the collectibility of our accounts receivable, which requires a
considerable amount of judgment in assessing the ultimate realization of these receivables, including the current
credit-worthiness of each customer. Changes in required reserves may occur in the future as conditions in the
marketplace change.

Inventory. Inventories are stated at the lower of cost or market value. Cost is principally determined by the first-in,

first-out method. We account for inventory under a full absorption method. We record adjustments to the value of
inventory based upon past sales history and forecasted plans to sell our inventories. The physical condition, including
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age and quality, of the inventories is also considered in establishing its valuation. These adjustments are estimates,
which could vary significantly, either favorably or unfavorably, from actual requirements if future economic
conditions, customer inventory levels or competitive conditions differ from our expectations.

Goodwill. Goodwill (representing the excess of the amount paid to acquire a company over the estimated fair value of
the net assets acquired) and intangible assets with indefinite useful lives are not amortized but instead are tested for
impairment annually (performed by us during the fourth quarter of each fiscal year), or when events or circumstances
indicate that its value may have declined. This determination of any goodwill impairment is made at the reporting unit
level and consists of two steps. First, we determine the fair value of a reporting unit and compare it to our carrying
amount. Second, if the carrying amount of the reporting unit exceeds its fair value, an impairment loss is recognized
for any excess of the carrying amount of the reporting unit's goodwill over the goodwill's implied fair value. The fair
value of our reporting units is calculated by the combination of a present value of future cash flow method and a
multiple of EBITDA method. Although no changes are expected as a result of the comparison, if the assumptions
management makes regarding estimated cash flows are less favorable than expected, we may be required to record an
impairment charge in the future.
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Income Taxes. As part of the process of preparing the consolidated financial statements, we are required to estimate
the income taxes in each jurisdiction in which we operate. This process involves estimating the actual current tax
liabilities together with assessing temporary differences resulting from the differing treatment of items for tax and
financial reporting purposes. These differences result in deferred tax assets and liabilities, which are included in the
Consolidated Balance Sheet. We must then assess the likelihood that the deferred tax assets will be recovered, and to
the extent that we believe that recovery is not more than likely, we are required to establish a valuation allowance. If a
valuation allowance is established or increased during any period, we are required to include this amount as an
expense within the tax provision in the Consolidated Statements of Operations. Significant judgment is required in
determining our provision for income taxes, deferred tax assets and liabilities, accrual for uncertain tax positions and
any valuation allowance recognized against net deferred tax assets.

Pension Plan and Postretirement Health Care. We have a noncontributory defined benefit pension plan covering
union employees in our Heim division plant in Fairfield, Connecticut, our Bremen subsidiary plant in Plymouth,
Indiana and former union employees of our Tyson subsidiary in Glasgow, Kentucky and Nice subsidiary in
Kulpsville, Pennsylvania.

Our pension plan funding policy is to make the minimum annual contribution required by the Employee Retirement
Income Security Act of 1974. Plan obligations and annual pension expense are determined by independent actuaries
using a number of assumptions provided by us including assumptions about employee demographics, retirement age,
compensation levels, pay rates, turnover, expected long-term rate of return on plan assets, discount rate and the
amount and timing of claims. Each plan assumption reflects our best estimate of the plan's future experience. The
most sensitive assumption in the determination of plan obligations for pensions is the discount rate. The discount rate
that we use for determining future pension obligations is based on a review of long-term bonds that receive one of the
two highest ratings given by a recognized rating agency. The discount rate determined on this basis has increased from
6.25% at March 29, 2008 to 7.00% at March 28, 2009 and decreased to 6.00% at April 3, 2010. In developing the
overall expected long-term rate of return on plan assets assumption, a building block approach was used in which rates
of return in excess of inflation were considered separately for equity securities and debt securities. The excess returns
were weighted by the representative target allocation and added along with an appropriate rate of inflation to develop
the overall expected long-term rate of return on plan assets assumption. The expected long-term rate of return on the
assets of our pension plan was 8.25% in fiscal 2010 and 8.50% in fiscal 2009.

Lowering the discount rate assumption used to determine net periodic pension cost by 1.00% (from 7.00% to 6.00%)
would have increased our pension expense for fiscal 2010 by approximately $0.2 million. Increasing the discount rate
assumption used to determine net periodic pension cost by 1.00% (from 7.00% to 8.00%) would have had no impact
on our pension expense for fiscal 2010.

Lowering the expected long-term rate of return on the assets of our pension plan by 1.00% (from 8.25% to 7.25%)
would have increased our pension expense for fiscal 2010 by approximately $0.2 million. Increasing the expected
long-term rate of return on the assets of our pension plan by 1.00% (from 8.25% to 9.25%) would have reduced our
pension expense for fiscal 2010 by approximately $0.2 million.

Lowering the discount rate assumption used to determine the funded status as of April 3, 2010 by 1.00% (from 6.00%
to 5.00%) would have increased the projected benefit obligation of our pension plans by approximately $2.3 million.
Increasing the discount rate assumption used to determine the funded status as of April 3, 2010 by 1.00% (from 6.00%
to 7.00%) would have reduced the projected benefit obligation of our pension plans by approximately $2.0 million.

Our investment program objective is to achieve a rate of return on plan assets which will fund the plan liabilities and
provide for required benefits while avoiding undue exposure to risk to the plan and increases in funding requirements.
Our actual target allocation of plan assets was 100 percent short-term investments as of April 3, 2010 and March 28,
2009. In our opinion, there is still uncertainty in the global equity and debt markets and the global financial system.
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We have developed a new asset allocation strategy for fiscal 2011 and beyond based on a 60% to 80% equity
allocation and 20% to 40% fixed income allocation, but until we see stabilization in the global financial markets, we
will continue to be vested 100% in short-term investments.

Stock-Based Compensation. The Company recognizes compensation cost relating to all share-based payment
transactions in the financial statements based upon the grant-date fair value of the instruments issued over the requisite
service period.
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The fair value for our options was estimated at the date of grant using the Black-Scholes option pricing model with the
following weighted-average assumptions:

Fiscal Year Ended
April 3, March 28, March 29,
2010 2009 2008
Dividend yield 0.0% 0.0% 0.0%
Expected weighted-average life (yrs.) 4.7 4.5 5.0
Risk-free interest rate 2.25% 1.78% 5.0%
Expected volatility 39.8% 42.8% 35.4%

The Black-Scholes option pricing model was developed for use in estimating the fair value of traded options which
have no vesting restrictions and are fully transferable. In addition, option valuation models require the input of highly
subjective assumptions, including the expected stock price volatility. Because our options have characteristics
significantly different from those of traded options, and because changes in the subjective input assumptions can
materially affect the fair value estimate, the existing models do not necessarily provide a reliable single measure of the
fair value of our options.

Derivative Instruments. We recognize all derivatives on the balance sheet at fair value. Derivatives that are not
designated as hedges must be adjusted to fair value through earnings. If the derivative is designated and qualifies as a
hedge, depending on the nature of the hedge, changes in the fair value of the derivative is either offset against the
change in fair value of the hedged assets, liabilities, or firm commitments through earnings or recognized in other
comprehensive loss until the hedged item is recognized in earnings. In fiscal 2008, we entered into an interest rate
swap agreement to hedge a portion of our debt. This instrument qualifies as a cash flow hedge. Accordingly, the gain
or loss on both the hedging instrument and the hedged item attributable to the hedged risk are recognized currently in
other comprehensive income (loss).

Impact of Inflation, Changes in Prices of Raw Materials and Interest Rate Fluctuations

To date, inflation in the economy as a whole has not significantly affected our operations. However, we purchase steel
at market prices, which fluctuate as a result of supply and demand in the marketplace. To date, we have generally been
able to pass through these price increases through price increases on our products, the assessment of steel surcharges
on our customers or entry into long-term agreements with our customers which often contain escalator provisions tied
to our invoiced price of steel. However, even if we are able to pass these steel surcharges or price increases to our
customers, there may be a time lag of up to 3 months or more between the time a price increase goes into effect and
our ability to implement surcharges or price increases, particularly for orders already in our backlog. As a result, our
gross margin percentage may decline, and we may not be able to implement other price increases for our products.

Competitive pressures and the terms of certain of our long-term contracts may require us to absorb at least part of
these cost increases, particularly during periods of high inflation. Our principal raw material is 440c and 52100 wire
and rod steel (types of stainless and chrome steel), which has historically been readily available. We have never
experienced a work stoppage due to a supply shortage. We maintain multiple sources for raw materials including steel
and have various supplier agreements. Through sole-source arrangements, supplier agreements and pricing, we have
been able to minimize our exposure to fluctuations in raw material prices.

Our suppliers and sources of raw materials are based in the U.S., Europe and Asia. We believe that our sources are

adequate for our needs in the foreseeable future, that there exist alternative suppliers for our raw materials and that in
most cases readily available alternative materials can be used for most of our raw materials.

58



Edgar Filing: RBC Bearings INC - Form 10-K

Because we have indebtedness which bears interest at floating rates, our financial results will be sensitive to changes
in prevailing market rates of interest. As of April 3, 2010, we had $38.5 million of indebtedness outstanding, of which
$7.0 million bore interest at floating rates after taking into account an interest rate swap agreement that we entered
into to mitigate the effect of interest rate fluctuations. Under this agreement, we pay a fixed rate of interest of 3.64%
and receive floating rates of interest based on one month LIBOR, as required. This agreement matures on June 24,
2011. Depending upon market conditions, we may enter into additional interest swap or hedge agreements (with
counterparties that, in our judgment, have sufficient credit worthiness) to hedge our exposure against interest rate
volatility.

30

59



Edgar Filing: RBC Bearings INC - Form 10-K

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to market risks, which arise during the normal course of business from changes in interest rates and
foreign currency exchange rates.

Interest Rates. We are exposed to market risk from changes in the interest rates on a significant portion of our
outstanding indebtedness. Outstanding balances under our KeyBank Credit Agreement generally bear interest at the
prime rate or LIBOR (the London inter-bank offered rate for deposits in U.S. dollars for the applicable LIBOR period)
plus a specified margin, depending on the type of borrowing being made. The applicable margin is based on our
consolidated ratio of net debt to adjusted EBITDA from time to time. As of April 3, 2010, our margin is 0.0% for
prime rate loans (prime rate at April 3, 2010 was 3.25%) and 0.625% for LIBOR rate loans (one month LIBOR rate at
April 3, 2010 was 0.25%).

Our interest rate risk management objective is to limit the impact of interest rate changes on our net income and cash
flow. To achieve our objective, we regularly evaluate the amount of our variable rate debt as a percentage of our
aggregate debt. During fiscal 2010 and 2009, our average outstanding variable rate debt, after taking into account the
average outstanding notational amount of our interest rate swap agreement, was 18% and 54% of our average
outstanding debt, respectively. We manage a significant portion of our exposure to interest rate fluctuations in our
variable rate debt through an interest rate swap agreement. This agreement effectively converts interest rate exposure
from variable rates to fixed rates of interest. Please read Part II, Item 8. “Financial Statements and Supplementary Data”
Note 2 “Summary of Significant Accounting Policies-Derivative Financial Instruments” and Note 11 “Debt” included
elsewhere in this Annual Report on Form 10-K which outline the principal and notional interest rates, fair values and
other terms required to evaluate the expected cash flow from this agreement.

Based on the outstanding amount of our variable rate indebtedness of $7.0 million, a 100 basis point change in interest
rate would have changed our interest expense by $0.1 million per year, after taking into account the $30.0 million
notional amount of our interest rate swap agreement at April 3, 2010.

Foreign Currency Exchange Rates. As a result of our operations in Europe, we are exposed to risk associated with
fluctuating currency exchange rates between the U.S. dollar, the Euro, the Swiss Franc and the British Pound Sterling.
Our Swiss operations utilize the Swiss Franc as the functional currency, our French operations utilize the Euro as the
functional currency and our English operations utilize the British Pound Sterling as the functional currency. Foreign
currency transaction gains and losses are included in earnings. Approximately 15% of our net sales were denominated
in foreign currencies for fiscal 2010 and 2009, respectively. We expect that this proportion is likely to increase as we
seek to increase our penetration of foreign markets, particularly within the aerospace and defense markets. Foreign
currency transaction exposure arises primarily from the transfer of foreign currency from one subsidiary to another
within the group, and to foreign currency denominated trade receivables. Unrealized currency translation gains and
losses are recognized upon translation of the foreign subsidiaries’ balance sheets to U.S. dollars. Because our financial
statements are denominated in U.S. dollars, changes in currency exchange rates between the U.S. dollar and other
currencies have had, and will continue to have, an impact on our earnings. We currently do not have exchange rate
hedges in place to reduce the risk of an adverse currency exchange movement. Although currency fluctuations have
not had a material impact on our financial performance in the past, such fluctuations may materially affect our
financial performance in the future. The impact of future exchange rate fluctuations on our results of operations cannot
be accurately predicted.

Off-Balance Sheet Arrangements
We have no off-balance sheet arrangements.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders
of RBC Bearings Incorporated

We have audited the accompanying consolidated balance sheets of RBC Bearings Incorporated as of April 3, 2010
and March 28, 2009, and the related consolidated statements of operations, stockholders’ equity and comprehensive
income, and cash flows for each of the three years in the period ended April 3, 2010. These financial statements are
the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of RBC Bearings Incorporated at April 3, 2010 and March 28, 2009, and the consolidated results of
its operations and its cash flows for each of the three years in the period ended April 3, 2010, in conformity with U.S.
generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the effectiveness of RBC Bearings Incorporated’s internal control over financial reporting as of April 3, 2010,
based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated June 2, 2010 expressed an unqualified opinion
thereon.

/s/ Ernst & Young LLP

Hartford, Connecticut
June 2, 2010
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