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tem 1. BUSINESS.

This annual report on Form 10-K contairmdeshents which are not historical facts and arsidened forward-looking within the meaning
of the Private Securities Litigation Reform ActX#95. These forwartboking statements contain projections of our fattesults of operatior
our financial position or state other forward-langiinformation. In some cases you can identify éhgatements by forward-looking words
such as "anticipate,” "believe," "could," "estiméatexpect,” "intend," "may," "should,” "will" antvould" or similar words. You should not
rely on forward-looking statements, because theglire known and unknown risks, uncertainties ateofactors, some of which are beyond
our control. These risks, uncertainties and othetofr's may cause our actual results, performanaetievements to differ materially from the
anticipated future results, performance or achiemmexpressed or implied by the forward-lookirsgeshents. Some of the factors that might
cause these differences are described under ItetMaragement's Discussion and Analysis of Finarn€idition and Results of
Operations—€ertain Factors Affecting Future Results." You ddaarefully review all of these factors, and ydwugld be aware that there
be other factors that could cause these differefidesse forward-looking statements were based fonnvation, plans and estimates at the date
of this report, and we do not promise to updatefanyard-looking statements to reflect changesndarlying assumptions or factors, new
information, future events or other changes.

Overview

For more than 125 years, we have designddraanufactured valves and related products themhpte the comfort and safety of people
and the quality and conservation of water use mroercial, residential and light industrial applioas. Watts has focused on the valve indt
since our inception in 1874, when we were foundedetsign and produce steam regulators for New Bdgkextile mills and power plants. We
were incorporated in Delaware in 1985.

Our primary objective is to increase saled earnings by expanding into new markets, growviternal sales within existing and new
markets, making selected acquisitions and redutiagufacturing costs.

We intend to expand into new markets bytiooially targeting selected new markets based owtr potential. For example, we entered
the do-it-yourself (DY) market through our acqtih of Jameco Industries in July 1994. Since themhave increased our DIY sales to
approximately $124 million, primarily through inted growth driven by merchandising and new prodhicbduction.

We intend to grow internal sales withingtixig and new markets and continue to introducedymts in both existing and new markets. We
are focused on enhancing our preferred brands]agag new complementary products, promoting plumgbéode development to drive sales
of safety and water quality products and continlyoimsproving merchandising in both the DIY and wlsdle distribution channels. We
promote the adoption of plumbing codes that oftgmpsrt the use of our products, such as thermostaking valves, that reduce the risk of
being scalded by water.

We are selective in making acquisitions hade completed nine acquisitions in the last tearg. Our acquisitions have increased our
market share in our core markets and provided cassado new complementary markets as well as atzésser-cost manufacturing
operations worldwide. Our acquisition of F&R Foersind Rothmann GmbH in July 2002 expanded ourathvgaiuge product offering and
increased our presence in both the French and Gemmagkets. Our acquisition of Hunter Innovation$fay 2002 provided next-generation
technology for backflow prevention devices for btith fire protection and plumbing markets. The ioved product features include lighter
weight, more compact design, better flow charasties, improved serviceability and multiple end-geation options. Our acquisition of
Powers Process Controls in September 2001 broademed

product line offering in the thermostatic mixingwes into the commercial and institutional facdi Our acquisition of Premier Manufactured
Systems in June 2001 marked our entry into thendfiftration products market.

We have made a commitment to significargijuce our manufacturing costs. We are consoligdsiatories and reducing our
manufacturing capacity in both North America anddpe, while at the same time expanding our manufexg capacity in lower cost areas of
the world. In 2002, we established our second jeémtture in China, as well as began constructicenwholly owned factory in Tianjin, China,
which we expect to be operational during 2003. Vileraanufacture some of our traditional bronze watentrol valves and backflow
prevention devices in this new facility. We acqdigefactory in Tunisia during 2002, which currenttanufactures our thermostatic control
product line, and we will be transferring additibpeoduction from some of our European factorie$aaisia during 2003. We completed !



expansion of our Bulgarian plant in 2002 and ameerily manufacturing our line of temperature anelsgure gauges at this facility. Most
importantly, we have organized our manufacturirgireeturing program in a manner that we believaigssthe continued quality and timely
delivery of our products to customers, and we ealhtinue to seek opportunities for further cosuribns.

Recent Developmen

On August 7, 2002, we announced the appint of a new Chief Executive Officer, Patrick SK€&efe, to replace Timothy P. Horne who
retired as Chairman of the Board, Chief Executivic@r and President. Mr. Horne retired as an erygdoof the Company on December 31,
2002. Mr. Horne is a consultant to the Companyranthins as a Director. The Board has nominatecebauded Mr. Gordon W. Moran as its
non-executive Chairman. Mr. Moran has served orBiterd since 1990. Mr. O'Keefe has also been aldotéhe Board.

On July 29, 2002, we acquired F&R Foeratet Rothmann GmbH (F&R) located in Neuenburg amiRl@&@ermany, for approximately
$2.3 million in cash less assumed net debt of 80l&n. F&R manufactures and distributes a linegatiges predominantly to the French and
German OEM markets. F&R's annual revenue, prithécacquisition, was approximately 4 million eubur December 31, 2002 Consolidated
Balance Sheet contains a purchase price allocatingistent with the guidelines in Financial AccongtStandards Board Statement No. 141,
"Business Combinations" (FAS 141).

On July 15, 2002, we acquired ADEV Elecicd®A (ADEV) located in Rosieres, France and itsely affiliated distributor, E.K. Emine
A.B. (Eminent) located in Gothenburg, Sweden fgragimately $12.9 million in cash less assumeddedt of $3.5 million. ADEV also has a
low cost manufacturing facility located in TuniskDEV manufactures and distributes electronic systeredominantly to the OEM market.
Their product lines include thermostats and costfof heating, ventilation and air conditioningnt! systems for hydronic and electric floor
warming systems, and controls for other resideafglications. Eminent distributes electronic colstrmechanical thermostats and other
electric control related products throughout thedpean Nordic countries. The two companies' combareual revenue preceding the
acquisition was approximately 30 million euro. @acember 31, 2002 Consolidated Balance Sheet osrdgburchase price allocation
consistent with the guidelines in FAS 141.

On May 9, 2002, we acquired Hunter Innawagiof Sacramento, California for $25 million, dfiah approximately $10 million was paid
in cash at the closing and the balance in intdreating notes, payable in equal installments dwenext four years. Hunter Innovations was
founded in 1995 and has developed a line of laegflow prevention devices that represent a sigaiift advance in technology. The improved
product features that are important to the backfiogwention markets include lighter weight, morenpact design, better flow characteristics,
improved serviceability and multiple end-connectémd shutoff valve options. Hunter Innovationsésaluring the twelve months preceding
the acquisition were approximately $1.5 million.lilde most of our acquisitions, Hunter did
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not have significant historical revenues or earsidpnetheless, the purchase price was based fmtigw revenues and earnings as utilized in
other acquisitions. During the quarter ending Seper 30, 2002, we obtained a third-party valuatmallocate the purchase price. Consistent
with the guidelines in FAS 141, the allocation fmodwill was approximately $16.8 million and apgroately $11.7 million was for
intangibles, which are classified in "Other Ass@ther" in our Consolidated Balance Sheet as oebwer 31, 2002. Of the $11.7 million of
acquired intangible assets, $9.2 million was asgigo unpatented technology that is not currenthject to amortization and $2.5 million to
patents (twentyear useful life). The $16.8 million of goodwill wassigned to the North American segment, nonehaftwis deductible for te
purposes.

On March 5, 2002, we entered into a joertture with the Yuhuan County Cheng Guan Metal Hesstory (Cheng Guan) located in
Taizhou, Zhejiang Province of the People's RepudfliChina. Cheng Guan, with annual sales prioh&ttansaction of approximately
$15 million, is a manufacturer of a variety of plimg products sold both into the Chinese domestiket and export markets. Its product |
were contributed to the joint venture and includséy hose connectors, multi-layer tubing and staméteel braided hose. The joint venture is
owned 60% by us and 40% by our Chinese partnemilVevest $7.8 million to obtain this 60% intete$5.0 million of which had been paid
as of December 31, 2002. Our December 31, 2002dlidated Balance Sheet contains a purchase piimea#ibn of the joint venture. The
allocation for goodwill was approximately $3 miltiand approximately $2 million was for other anmatile intangibles, which are classifiet
"Other Assets: Other" in our Consolidated Balankee$ as of December 31, 2002.

We are in the process of implementing a pdaconsolidate several of our manufacturing @dath in North America and Europe. At the
same time we are expanding our manufacturing cgpiscChina and other low cost areas of the woFlte implementation of this
manufacturing restructuring plan began during theth quarter of fiscal 2001. The projects for whaharges were recorded in the fourth
quarter of fiscal 2001 are essentially completerimu2002, we decided to expand the scope of theufaaturing restructuring plan and tran
certain production to low cost manufacturing plant3unisia and Bulgaria. The expanded plan is etqueto be completed by the end of fiscal
2003. We anticipate that the pre-tax cost of thaufecturing restructuring plan will be $12.8 milliowe recorded pre-tax manufacturing
restructuring and other costs of $5.8 million ie fhurth quarter of fiscal 2001 and $4.1 milliom fizscal 2002. We anticipate recording
additional pre-tax costs of approximately $2.9 imillin fiscal 2003 as we continue to implementghegram. The manufacturing restructuring
and other costs recorded in 2001 and 2002 coréisaply of severance costs, asset write-downsamuelerated depreciation. The severance
costs, which have been recorded as restructuniegpa 38 employees in manufacturing and admirtistnegroups, 26 of whom have been
terminated as of December 31, 2002. Asset -downs consist primarily of wri-offs of inventory related to product lines that hgve



discontinued as part of this restructuring plan &y have been recorded in cost of goods soldel&écated depreciation is based on shorter
remaining estimated useful lives of certain fixedets and has been recorded in cost of goods@thldr costs consist primarily of removal and
shipping costs associated with relocation of mactufing equipment and has been recorded in cagbads sold. The tax benefits of costs
incurred and asset write-downs will approximateaheunt of cash outlays to implement this progratrich would allow us to complete the
restructuring plan with a minimum consumption ofttaFollowing the completion of the plan, we estenan annual pre-tax savings of
approximately $5.0 million at current productionwmoe.

Products

We are a leading supplier of products f in the water quality, water safety, water flamtrol and water conservation markets in both
North America and Europe. We believe that, withimaority

of the markets we serve, we have the broadest ptdides in terms of design distinction, size andfiuration. Our principal product lines
include:

. backflow preventers for preventing contaminatiompofable water caused by reverse flow within watgply lines and fire
protection systems;

flow control valves, including ball valves, buttigrfalves, gate valves and globe valv

thermostatic mixing valves for tempering water @menercial and residential applicatiol

a wide range of water pressure regulators for bothmercial and residential applications;

water supply and drainage products for commercidlrasidential applications;

temperature and pressure relief valves for watatdns, boilers and associated systems; and

point-of-use water filtration and reverse osmog&eams for both commercial and residential appbeet

Customers and Markets

We sell our products to plumbing, heating amechanical wholesale distributors, major DIYinkand original equipment manufacturers
(OEMS).

Wholesalers. Approximately 67% of our 2002 sales were to l@bale distributors for both commercial and resiid¢mpplications. We
rely on commissioned representative organizatisosie of which maintain a consigned inventory of naducts, to market our product lines.

DIY retail. Approximately 20% of our 2002 sales were to DéYail customers, primarily in North America. Ay customers demar
less technical products, but are highly receptivimbovative designs and new product ideas. Our i2bil sales over the past several years
have increased dramatically as a result of ourldpweent of unique new products and successful nagdising efforts.

OEMs. Approximately 13% of our 2002 sales were to GEHMboth North America and Europe. In North Amayiour typical OEM
customers are water heater manufacturers, equipmamifacturers, who need flow control devices, water systems manufacturers, who
need backflow preventers. Our sales to OEMs in giaye primarily to boiler manufacturers and radéstems manufacturers.

Our largest customer, The Home Depot, Bacpunted for approximately $63.0 million, or 28,2f our total net sales in 2002. Our
second largest customer represented approximatdy 8f our total net sales in 2002. Our top tert@uers accounted for approximately
25.4% of our total net sales in 2002; thousandstleér customers comprised the remaining 74.6%.

Marketing and Sales

We rely primarily on commissioned, indepentrepresentatives, some of which maintain a goesi inventory of our products, to mar
our product lines. These representatives sell piiyn plumbing and heating wholesalers or seniid¥ store locations in North America. We
also sell products for the residential construcdod home repair and remodeling industries thrddighplumbing retailers, national catalog
distribution companies, hardware stores, buildiregerial outlets and retail home center chains brmlgh our existing plumbing and heating
wholesalers. In addition, we sell products diretdlgertain large OEMs and private label accounts.

Manufacturing

We have fully integrated and highly autoetatnanufacturing capabilities, including bronze &od foundries, machining, plastic injecti
molding and assembly operations. Our foundry opmratinclude metal pouring systems, automatic coaking, yellow brass forging and br
and bronze die



castings. Our machining operations feature compegatrolled machine tools, high-speed chucking nrehwith robotics and automatic
screw machines for machining bronze, brass andl gtegponents. We have invested heavily in receats/® expand our manufacturing base
and to ensure the availability of the most effitiand productive equipment. We are committed tonta&iing our manufacturing equipment at
a level consistent with current technology in orttemaintain high levels of quality and manufaatgrefficiencies.

Our capital expenditure budget for fisc@02 is $18.0 million, primarily for manufacturingachinery and equipment. We have
substantially completed our implementation of aednated enterprise-wide software system (ERPuinbS. and Canadian locations with a
focus on inventory management, production schedwimd electronic data interchange. This has enalsie¢d provide better service to our
customers, improve working capital management, fdvagmsaction costs and improve e-commerce cagiabili

Capital expenditures and depreciation andrtization for the following historical periods veeas follows:

Depreciation and

Period Capital Expenditures Amortization

Twelve months ending December 31, 2! $ 19.6 millior $ 22.3 millior
Twelve months ending December 31, 2! $ 16.0 millior $ 23.7 millior
Twelve months ending December 31, 2 $ 14.2 millior $ 20.1 millior

Raw Materials

The three most significant raw materialsdus our production processes are bronze ingagsbrod and cast iron. While we historically
have not experienced significant difficulties intahing these commodities in quantities sufficiemtour operations, there have been signifi
changes in their prices. Our gross profit margiesaalversely affected to the extent that the ggfinces of our products do not increase
proportionately with increases in the cost of beimgot, brass rod and cast iron. Any significamnticipated increase or decrease in the
of these commodities could materially affect owgules of operations. We manage this risk by moimtprelated market prices, working with
our suppliers to achieve the maximum level of ditgtin their costs and related pricing, seekingpalative supply sources when necessary and
passing increases in commodity costs to our cusmn@ethe maximum extent possible, when they ackdditionally, on a limited basis, we
use commodity futures contracts to manage this Yk did not purchase any commodity futures cotgrdaring fiscal 2002. See
"Management's Discussion and Analysis of Finan€a@idition and Results of Operations—Quantitativé @ualitative Disclosures About
Market Risk."

Code Compliance

Products representing a majority of ouesare subject to regulatory standards and coaecemhent which typically require that these
products meet stringent performance criteria. Steaglare established by such industry test andication organizations as the American
Society of Mechanical Engineers (A.S.M.E.), the &#an Standards Association (C.S.A.), the AmerBaciety of Sanitary Engineers
(A.S.S.E.), the University of Southern Californiaufdation for Cross-Connection Control, the Intdomal Association of Plumbing and
Mechanical Officials (I.A.P.M.O.), Factory Mutudtil) and Underwriters Laboratory (UL). These staddaare incorporated into state and
municipal plumbing and heating, building and firetection codes.

European regulatory standards vary by eguiihe major standards which our products musttraeeAFNOR (France), DVGW
(Germany), UNI (ltaly), KIWA (Netherlands) and WRABnited Kingdom). Certain products must be appdovg The European Committee
for Standardization (CEN).

Together with our manufacturers' repreger@arganizations, we have consistently advocttteddevelopment and enforcement of
plumbing codes. We maintain stringent quality colnéind testing procedures at each of our manufacgtdiacilities in order to manufacture
products in compliance with code requirements. \Mebe that significant product development, pradasting capability and investment in
plant and equipment is needed to manufacture ptsducompliance with code requirements. Additibned majority of our manufacturing
facilities are 1ISO 9000, 9001 or 9002 certifiedtbg International Organization for Standardization.

Product Development and Engineerir

We maintain our own product development design teams in North America, Europe and Asiadbatinuously enhance our existing
products and develop new products. We maintainistphted product development and testing laboiedoOur efforts in this area have been
particularly successful in the retail DIY marketigh values innovation in product design.

Competition



The domestic and international markets/édves are intensely competitive and require ustopete against some companies possessing
greater financial, marketing and other resourcas tiurs. Our management considers brand preferengeering specifications, plumbing
code requirements, price, technological expertlséyery times and breadth of product offeringdéothe primary competitive factors. We
believe that new product development and produgineering are also important to success in theevalsiustry and that our position in the
industry is attributable in significant part to ability to develop new and innovative productscly and to adapt and enhance existing
products. We continue to develop new and innovaiieglucts to enhance market position and are agintjrto implement manufacturing and
design programs to reduce costs. We cannot bercéntt our efforts to develop new products willduecessful or that our customers will
accept our new products. Although we own certatema and trademarks that we consider to be of itapoe, we do not believe that our
business and competitiveness as a whole are depemi@any one of our patents or trademarks or denpar trademark protection generally.

Backlog

Backlog was $42.7 million at February 1d02 and $25.1 million at February 8, 2002. We dblmtieve that our backlog at any point in
time is indicative of future operating results.

Employees

As of December 31, 2002, our domestic ameifin operations employed approximately 3,765 f@qpus 1,282 employees in our joint
ventures in China. None of our employees in Nonthefica is covered by collective bargaining agredseédur European employees are
subject to the traditional national collective teirgng agreements. We believe that our employegioels are good.

Available Information

We maintain a website with the addnesav.wattsind.com The information contained on our website is motided as a part of, or
incorporated by reference into, this Annual Reportorm 10-K. Other than an investor's own inteauetess charges, we make available free
of charge through our website our Annual ReporForm 10-K, quarterly reports on Form 10-Q and aurreports on Form 8-K, and
amendments to these reports, as soon as reasqmabticable after we have electronically filed sucéterial with, or furnished such material
to, the Securities and Exchange Commission.

Executive Officers and Director

Set forth below are the names of our exeeutfficers and directors, their respective ages positions with our Company and a brief
summary of their business experience for the pestyears:

Name Age Position

Patrick S. O'Keefi 50 Chief Executive Officer, President and Direc

William C. McCartney 48 Chief Financial Officer, Treasurer and Secre

Ernest E. Elliott 50 Executive Vice President of Wholesale Sales and
Marketing

Jeffrey A. Polofsky 43 Executive Vice President of Retail Sales and
Marketing

Robert T. McLaurir 71 Corporate Vice President of Asian Operati

Paul A. Lacourciert 47 Corporate Vice President of Manufactur

Dennis Cawt¢ 51 Group Managing Director Euroy

Lester J. Taufen 58 General Counsel, Vice President of Legal Affi

and Assistant Secreta
Timothy P. Horne 64 Director
Kenneth J. McAvoy(1 62 Director

Gordon W. Moran(1)(2) 63 Non-Executive Chairman of the Board and



Director
Daniel J. Murphy, 1lI(1)(2 60 Director

Roger A. Young(1 56 Director

() Member of the Audit Committe
(2) Member of the Stock Option and Compensation Coree

Patrick S. O'Keef@ined our Company in August 2002. Prior to joinimgr Company, Mr. O'Keefe served as President,f@hiecutive
Officer and Director of Industrial Distribution Qup, a supplier of maintenance, repair, operatiry@nduction products, from 1999 to 2001.
He was Chief Executive Officer of Zep Manufacturiagunit of National Service Industries and a maaotufrer of specialty chemicals
throughout North America, Europe and Australianfrb997 to 1999. He has also held various senioagement positions with Crane Co.
from 1994 to 1997.

William C. McCartneyoined our Company in 1985 as Controller. He wasoapted our Vice President of Finance in 1994 asrdex as
our Corporate Controller from April 1988 to Decemtb899. Mr. McCartney was appointed Chief Finan€i#ficer, Treasurer and Secretary
January 1, 2000.

Ernest E. Elliotjoined our Company in 1986, serving in a varietpales and marketing roles. Mr. Elliott was appentice President «
Sales in 1991 and Executive Vice President of WdaleSales and Marketing in 1996. Prior to joindag Company, Mr. Elliott was Vice
President of BTR Inc.'s Valve Group, a diversifiadnufacturer of industrial and commercial valvedords.

Jeffrey A. Polofskjoined our Company in October 1998 as the Vice iBeses and General Manager of Anderson Barrows Metal
Company. He was named Executive Vice PresidenetdiR

Sales and Marketing in January 2000. Prior to j@irthe Company, Mr. Polofsky was employed at Dagarmational, a manufacturer of
consumer hard goods, from 1988 to 1998.

Robert T. McLaurirwas appointed Corporate Vice President of Asianr@mns in August 1994. He served as the Senioe Piesident
of Manufacturing of Watts Regulator Co. from 1983August 1994. He joined Watts Regulator Companyies President of Manufacturing
in 1978.

Paul A. Lacourciergoined our Company in 1986 and became Vice PresiofeNew Hampshire operations in 1989. He was appdi
Vice President of Manufacturing for our Watts Regait division in 1991 and moved to corporate aschtiee Vice President in 1993.
Mr. Lacourciere served as President of the WattsuReor division for two years before taking overGorporate Vice President of
Manufacturing in 1997.

Dennis Cawtgoined our Company in October 2001 and was appoiG®up Managing Director Europe. Prior to joinimgr Company,
Mr. Cawte was President of Precision Castparts Carmanufacturer of components and castings ta¢henautical industry, from 1999 to
2001. Mr. Cawte had also worked for Keystone Vahternational, a manufacturer and distributor afustrial valves, for 20 years, his most
recent position was the Director of Northern Euaop®©perations.

Lester J. Taufejpined our Company in January 1999 as Associatp@ate Counsel. He was appointed General CoundeVime
President of Legal Affairs, and Assistant Secretaryanuary 2000. Prior to joining our Company, Maufen was employed for 13 years at EIf
Atochem North America, a chemical manufacturing pany, serving as Senior Counsel.

Timothy P. Horndas been a Director since 1962. Mr. Horne was eyapldy Watts since September 1959 and served d3resident
from 1976 to 1978, from 1994 to April 1997 and fr@utober 1999 to August 2002. He served as Chietttwe Officer from 1978 to
August 2002, and he served as Chairman of our BafaBdrectors from April 1986 to August 2002. Mrokhe retired from Watts on
December 31, 2002.

Kenneth J. McAvowas Controller of the Company from 1981 to 1986 @hikf Financial Officer and Treasurer from 1986.899. He
also served the offices of Vice President of Firaitom 1984 to 1994; Executive Vice President ofdpean Operations from 1994 to 1996;
and Secretary from 1985 to 1999. Mr. McAvoy retifexin our Company on December 31, 1999.

Gordon W. Morarhas been the Chairman of Hollingsworth & Vose Comypa paper manufacturer, since 1997, and servid as
President and Chief Executive Officer from 1983.998.



Daniel J. Murphy, lllhas been the Chairman of Northmark Bank, a comiadvenk, since August 1987. Prior to forming Norénkn
Bank in 1987, Mr. Murphy was a Managing DirectoKafightsbridge Partners, a venture capital firmoprirJanuary to August 1987, and
President and a Director of Arltru Bancorporatiamank holding company, and its wholly-owned subsjd Arlington Trust Company from
1980 to 1986. Mr. Murphy is a Director of Bay St&tas Company and CIRCOR International.

Roger A. Younpas been the Chairman of the Board of DirectoBayf State Gas Company, a wholly-owned subsidiafyiSburce,
since 1996 and has served on its Board since Mi75¢oung was elected President and Chief Operdiiffiger of Bay State Gas Company in
1981 and Chief Executive Officer in 1990, servinguch positions until 1999. Mr. Young has alsonbe®irector of NiSource since 1999.

Product Liability, Environmental and Other Litigatin Matters

We are subject to a variety of potentiabilities connected with our business operatiamduding potential liabilities and expenses
associated with possible product defects or faslared compliance with environmental laws. We mainpaoduct liability and other insurance
coverage, which we believe to be generally in adance with industry practices. Nonetheless, sustirance coverage may not be
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adequate to protect us fully against substantialadge claims, which may arise from product defentsfailures.
James Jones Litigatic

On June 25, 1997, Nora Armenta (the Relatoed James Jones Company, Watts Industries, vigricterly owned James Jones, Mueller

Co. and Tyco International (U.S.) in the Califor&aperior Court for Los Angeles County. By this gdamnt and an amended complaint filed
on November 4, 1998 (First Amended Complaint), Antaga former employee of James Jones, sued off b&éB4 municipalities as a qui ta
plaintiff under the California False Claims ActgtArmenta case). Late in 1998, the Los Angeles Byt of Water and Power (LADWP)
intervened. In December 2000, the court allowedRéktor to file a Second Amended Complaint, widdded a number of new cities and
water districts as plaintiffs and brought the tetainber of plaintiffs to 161. On June 3, 2002, @adifornia Superior Court excluded 47 cities
from this total of 161. The Relator was not ablelain appellate modification of this order. Taadd 4 of the total number of plaintiffs have
intervened.

The First Amended Complaint alleges thatfotmer subsidiary (James Jones Company) solduystedhat did not meet contractually
specified standards used by the named municipafitietheir water systems and falsely certified thech standards had been met. The Relator
claims that these municipalities were damaged by ffurchase of these products and seeks treblagksnlegal costs, attorneys' fees and civil
penalties under the False Claims Act.

The LADWP's intervention, filed on DecemBen1998, adopted the First Amended Complaint alud claims for breach of contract,
fraud and deceit, negligent misrepresentation amjukstienrichment. The LADWP also sought past amgréureimbursement costs, punitive
damages, contract difference in value damagedetdatmages, civil penalties under the False Cla@intsand costs of the suit.

One of the First Amended Complaint's alteges is the suggestion that because some of ttuhased James Jones products are out of
specification and contain more lead than the "&hbe specified, a risk to public health might exIdtis contention is predicated on the ave
difference of about 2% lead content in "81 broré# (o 8% lead) and "85 bronze (4% to 6% lead) allmyd the assumption that this would
mean increased consumable lead in public drinkiatgw The evidence and discovery available to ihalieate that this is not the case.

In addition, bronze that does not contaarerthan 8% lead, like “81 bronze, is approvedifanicipal and home plumbing systems by
municipalities and national and local codes, amdRederal Environmental Protection Agency definegahfor pipe fittings with no more than
8% lead as "lead free" under Section 1417 of thoeFe Safe Drinking Water Act.

In June 2001, we and the other defend@atshed a proposed settlement with the LADWP, onibeoplaintiffs, which was approved by
the California Superior Court on October 31, 208d by the Los Angeles City Council on December2Df1.

The Relator seeks three times an unspddaifieount of actual damages and alleges that thécipalities have suffered hundreds of
millions of dollars in damages. The Relator alseksecivil penalties of $10,000 for each false claind alleges that defendants are responsible
for tens of thousands of false claims. We settlél the City of Los Angeles, by far the most sigraht city, for $5.7 million plus the Relator's
statutory share and attorneys' fees. Co-defendattsontribute $2.0 million toward this settlemeiithe court has required the Relator to select
cities with the strongest claims to be tried fisstter we settled with the City of Los Angeles, tRelator made an offer to settle the balance of
this case for $121.9 million, which we have rejdct&e have a reserve in the amount of $10.5 millitter-tax with respect to the James Jones
Litigation in our consolidated balance sheet aBefember 31, 2002. We believe on the basis ofvallable information, that this reserve is
adequate to cover our probable and reasonably asigntosses resulting from the James
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Jones Litigation. However, litigation is inherentigcertain, and we believe that there exists aoredde possibility that we may ultimately
incur losses in the James Jones Litigation in exoéthe amount accrued. We are currently unabieake an estimate of the range of any
additional losses.

On February 14, 2001, we filed a complairthe California Superior Court against our inssifer coverage of the claims in the Armenta
case. The James Jones Company filed a similar eamypthe cases were consolidated, and on Octdhe2®1 the California Superior Court
made a summary adjudication ruling that Zurich Aicger Insurance Company must pay all reasonablengefeosts incurred by us in the
Armenta case since April 23, 1998 as well as otur&idefense costs in this case until its finabketton. On September 5, 2002, in compliance
with the October 30, 2001 ruling and a subsequatifdnia Superior Court order, Zurich paid us apgmately $9.5 million for defense costs
with 10% interest that we had previously submitedurich for payment. On October 24, 2002, theifGalia Superior Court made another
summary adjudication ruling that Zurich must indéimand pay us for the amounts we must pay undes#itlement agreement with the City
of Los Angeles, and, on January 16, 2003, Zuriét pa $2.7 million in compliance with this ordeurZh has asserted that all amounts paid
are subject to reimbursement under Deductible Agesds between the Company and Zurich and as su¢taveenot recorded income
associated with these payments. Management andgeloainticipate that we will still be challenged that we will ultimately prevail on this
issue. Zurich has sought appellate review of thieis requiring it to pay the $9.5 million of deferests and to indemnify us for the settlen
with the City of Los Angeles, and the CaliforniauCoof Appeal has agreed to review the ordersnbgire payment of defense costs. We are
currently unable to predict the outcome of thedition relating to the Los Angeles indemnificat@mverage. We intend to continue to contest
vigorously this insurance coverage case and tlateclitigation.

Based on management's assessment, we telieMe that the ultimate outcome of the Jamessloase will have a material adverse e
on our liquidity, financial condition or results operations. While this assessment is based @vailable information, litigation is inherently
uncertain, and the actual liability to us to fulgsolve this litigation cannot be predicted witly @ertainty. We intend to continue to contest
vigorously the James Jones case and the relatgatitin.

Environmenta

Certain of our operations generate solidl lzazardous wastes, which are disposed of elsevlyeaarangement with the owners or
operators of disposal sites or with transportersuch waste. Our foundry and other operations@geet to various federal, state and local |
and regulations relating to environmental qual@gmpliance with these laws and regulations requiss® incur expenses and monitor our
operations on an ongoing basis. We cannot prdutcetfect of future requirements on our capitalesgitures, earnings or competitive position
due to any changes in federal, state or local enwiental laws, regulations or ordinances.

For several years, the New York Attorneyn&al (NYAG) has threatened to bring suit agaipgraximately 16 Potentially Responsible
Parties (PRPs), including Watts for incurred reragdn costs and for operation and maintenance toatsvill be incurred in connection with
the cleanup of a landfill site in Babylon, Longdistl. The NYAG has identified recovery numbers bem®19 million and $24 million, but it
too early to know what the final recovery numbelt ¢, what the final number of PRPs will be or wheoportion of the final costs may be
allocated to us.

In addition to the Babylon Site, we arerently a party to or otherwise involved in variadministrative or legal proceedings under
federal, state or local environmental laws or ragahs involving a limited number of sites. Basedfacts presently known to us, we do not
believe that the outcome of these environmentatgedings will have a material adverse effect onfioancial condition or results of
operations. Given the nature and scope of our naaturfing operations, there can be no assurancevéhaiill not become subject to other
environmental proceedings and liabilities
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in the future which may be material to us. See N&t®f the Notes to the Consolidated Financialestants.
Asbestos Litigatiol

As of December 31, 2002, we are a defenidaagproximately 60 actions filed in MississippiceNew Jersey state courts and alleging
injury or death as a result of exposure to asbestosse filings typically name multiple defendartsd are filed on behalf of many plaintiffs.
They do not identify any particular products of ®as a source of asbestos exposure, and theredasun to conclude that these filings will
have a material effect on our liquidity, finanataindition or results of operations.

Chinese Joint Venture

In the course of the audit of our consdkdafinancial statements for the year ended Dece®be2002, we became aware of a number of
unauthorized actions taken by our joint venturdrmarin Tianjin Tanggu Watts Valve Company Limited, TWT, our joint venture located in
Tianjin, China, that may result in liability to L



First, our joint venture partner divertexsle from and diverted cash receipts into an acadesignated to cover various employee benefit
obligations of TWT, to pay other expenses, inclgdiayment of other TWT expenses and for other mepoWe believe that this unauthorized
activity commenced in 1994 and continued throughytsar ended December 31, 2002. In the quarteddddeember 31, 2002, we recorded a
charge, net of tax benefit, of $164,368 to accdontunrecorded expenses and other identified ligsl resulting from the unauthorized activity
in the account over the eight-year period.

Second, our joint venture partner, actirith@ut our authorization, appears to have obtafnem the Chinese government business lice
on behalf of a number of distributors of TWT protiuthat may cause TWT to be liable for unsatiséibtigations, if any, of these distributors
of TWT products. At this time, we are unable tdreate the amount of any such liabilities. We akértg action to rescind any unauthorized
transactions and to minimize any liability to uattmay arise as a result of these actions.

We are continuing to gather informationhwiéspect to these matters. Management does netdd¢he contingencies relating to either the
account noted above or the liabilities arising fritra business licenses will result in a materiglast on the Company's financial statements.
See Note 19 of the Notes to the Consolidated FinhStatements.

Other Litigation

Other lawsuits and proceedings or claimisjrag from the ordinary course of operations, &s® pending or threatened against us and our
subsidiaries. Based on the facts currently knownstonve do not believe that the ultimate outcoméhe$e other litigation matters will have a
material adverse effect on our financial conditimmesults of operation. See Note 15 of the Naighe Consolidated Financial Statements
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Item 2. PROPERTIES.

We maintain 40 facilities worldwide withrocorporate headquarters located in North Anddviaissachusetts. The manufacturing
operations include five casting foundries, two dfieh are located in the United States, one in Eeieopd two in Tianjin, China, and we
maintain one yellow brass forging foundry locatedtaly. Castings and forgings from these foundaed other components are machined and
assembled into finished valves at 25 manufactuiacidities located in the United States, Canadapge and China. Many of these facilities
contain sales offices or warehouses from which fe inished goods to customers and commissionpesentative organizations. All our
operating facilities and the related real estageoavned by us, except the buildings and land lacetdianjin, China which are leased by our
joint venture, with a remaining term of approximgt23 years, the land on which our manufacturinglitg is located in Taizhou, China, with
remaining term of 50 years and except for the foithg facilities, each of which is leased:

Type of Facility Location Lease Expiration
Manufacturing Springfield, MO 2004
Manufacturing Phoenix, AZ 201C
Manufacturing Woodland, CA 200¢
Manufacturing Sacramento, C, 200t
Warehous:t Reno, NV 2002
Sales Office Kennesaw, G/ 2007
Sales Office Des Plaines, Il 200¢
Manufacturing Rosieres, Franc 201t
Manufacturing Monastir, Tunisie 200/
Manufacturing Neuenburg am Rhein, Germa 200¢
Manufacturing Barcelona, Spai 2004
Sales Office Evesham, Uk 201¢
Sales Office Molndal, Swedet 2007
Sales Office Gliwice, Polanc 200:
Sales Office Vilnius, Lithuania 200:
Warehous:t Wingene, Belgiun 200:
Warehous:t Chartres, Franc 2004

Certain of our facilities are subject tongages and collateral assignments under loan eugmets with long-term lenders. In general, we
believe that our properties, including machineopl$ and equipment, are in good condition, wellnteihed and adequate and suitable for their
intended uses. We believe that our manufacturinijtfas are currently operating at a level that management considers normal capacity.
This utilization is subject to change as a restiboreases or decreases in sales.

Item 3. LEGAL PROCEEDINGS.




Item 3(a). We are from time to time involved in various legad administrative procedures. See Part |, ItehBsiness—Product
Liability, Environmental and Other Litigation Matss.

Item 3(b). See Part |, Item 1, "Busine—Product Liability, Environmental and Other Litigai Matters".

ltem 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There were no matters submitted duringfdlieth quarter of the fiscal year covered by thimmAal Report to a vote of security holders
through solicitation of proxies or otherwise.
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PART Il

Item5. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND RELAED STOCKHOLDER MATTERS.

Market Information

The following tabulation sets forth the ignd low sales prices of our Class A Common Stocthe New York Stock Exchange during
fiscal 2002, fiscal 2001 and fiscal 2000 and cdstdends paid per share.

2002 2001 2000
High Low Dividend High Low Dividend High Low Dividend
First Quartel $17.22$13.8. % 0.0€ $17.2($11.7: $ 0.0€ $ 15.5( $12.3t $ .087¢
Second Quarte 20.0C 16.0t 0.0¢ 18.1C 14.1¢ 0.0e 13.3¢ 10.5C 0.0¢
Third Quartel 20.12 15.82 0.0€ 16.3C 11.7C 0.0€ 13.0C 9.5¢€ 0.0€
Fourth Quarte 18.3C 14.8( 0.0¢ 15.4C 12.7¢ 0.0e 13.8¢ 9.7t 0.0¢

There is no established public trading reafér our Class B Common Stock, which is held esiglely by members of the Horne family
and management. The principal holders of such stoelsubject to restrictions on transfer with respe their shares. Each share of our Cla
Common Stock (10 votes per share) is convertitite dme share of Class A Common Stock (1 vote paresh

Aggregate common stock dividend paymentsi$aal 2002, 2001 and 2000 were $6,490,000, $6000 and $7,107,000, respectively.
While we presently intend to continue to pay casiddnds, the payment of future cash dividends ddpeipon the Board of Directors’
assessment of our earnings, financial conditiopitabrequirements and other factors.

The number of record holders of our Clagsofnmon Stock as of February 14, 2003 was 140. 8lieve that the number of beneficial
shareholders of our Class A Common Stock was appaigly 2,459 as of February 14, 2003. The numbesaord holders of our Class B
Common Stock as of February 14, 2003 was 11.
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ltem 6. SELECTED FINANCIAL DATA.

The selected financial data set forth bedtmuld be read in conjunction with our consoliddteancial statements, related Notes thereto
and "Management's Discussion and Analysis of Fils@ondition and Results of Operations" includeddin.

FIVE YEAR FINANCIAL SUMMARY
(Amounts in thousands, except per share information

Twelve(1) Twelve(2) Twelve(3) Six(4)(5)(6) Twelve(3)(5) Twelve(5)
Months Months Months Months Months Months
Ended Ended Ended Ended Ended Ended

12/31/02 12/31/01 12/31/00 12/31/99 6/30/99 6/30/98



Selected Date

Net sales $ 615,52t $ 548,94( $ 516,10( $ 261,01¢ $ 477,86¢ $ 444.7:
Income from continuing operatiol 32,62: 26,55¢ 31,171 16,46¢ 29,45¢ 28,1:
Income/(loss) from discontinued operatiol

net of taxe: — — (7,170 (1,22¢) 6,50z 25,2¢
Net income 32,62: 26,55¢ 24,00! 15,24 35,95¢ 53,3t
Total asset 634,51. 520,47( 482,02! 487,07¢ 637,74. 552,8!
Long-term debt, net of current portic 56,27¢ 123,21 105,37" 123,99: 118,91¢ 71,6
Income per share from continui

operation-diluted 1.21 0.9¢ 1.17 0.61 1.1C 1.C

Income/(loss) per share from discontint

operation-diluted — — (0.27) (0.05) 0.24 0.¢
Net income per sha-diluted 1.21 0.9¢ 0.9C 0.5€ 1.34 1.¢
Cash dividends declared per common sl $ 024 % 024 % 0.26¢ $ 0.17t $ 0.3t $ 0.2

@ For the fiscal year ended December 31, 2002, mee includes the following pre-tax costs: restitiog of $638,000; other costs
consist of: inventory and other asset write-dowms accelerated depreciation of $2,491,000; and $9600f other related charges. The
after-tax cost of these items was $2,552,000.

2 For the fiscal year ended December 31, 2001, menie includes the following pre-tax costs: restitiog of $1,454,000; other costs
consist of: inventory and other asset write-dowms accelerated depreciation of $4,300,000; andd®D7of other related charges. The
after-tax cost of these items was $3,593,000.

3 In September 1996, we divested our Municipal Wé&eup of businesses, which included Henry PrathetaJones Company and
Edward Barber and Company Ltd. Costs and expeet#ed to the Municipal Water Group, for fiscal QGthd 1999 relate to legal and
settlement costs associated with the James Jaigesidin. The loss, net of taxes, consists of $J,0400 and $3,000,000 for the twelve
months ended December 31, 2000 and the twelve memithed December 31, 1999, respectively.

(4)  For the six months ended December 31, 1999, netrirdncludes restructuring and other costs of $1,080 pr-tax or $861,000 net
tax.

(5) On October 18,1999, we spun-off our industrial ait@nd gas businesses into a separate publiaiett@ompany, CIRCOR
International, Inc., or CIRCOR. Under the termshef spin-off transaction, we distributed to ourrghalders a tax-free dividend of one
share of CIRCOR common stock for every two shafesmipcommon stock owned as of the record date.

(6) In May 1999, we changed our fiscal year end fromeJ80 to a calendar year. As a result, we repa@tgs-month transition period
ending December 31, 1999.
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Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION AND RESULTS OF OPERATIONS.

Recent Developmen

On August 7, 2002, we announced the appint of a new Chief Executive Officer, Patrick SK€&efe, to replace Timothy P. Horne who
retired as Chairman of the Board, Chief Executivic@r and President. Mr. Horne retired as an erygdoof the Company on December 31,
2002. Mr. Horne is a consultant to the Companyranthins as a Director. The Board has hominatecebauded Mr. Gordon W. Moran as its
non-executive Chairman. Mr. Moran has served orBiterd since 1990. Mr. O'Keefe has also been aldotéhe Board.

On July 29, 2002, we acquired F&R Foeratet Rothmann GmbH (F&R) located in Neuenburg amiRl@&@ermany, for approximately
$2.3 million in cash less assumed net debt of 80l#n. F&R manufactures and distributes a lineggatiges predominantly to the French and
German OEM markets. F&R's annual revenue, pridhécacquisition, was approximately 4 million eubur December 31, 2002 Consolidated
Balance Sheet contains a purchase price allocatingistent with the guidelines in Financial AccongtStandards Board Statement No. 141,
"Business Combinations" (FAS 141).

On July 15, 2002, we acquired ADEV ElectcdBA (ADEV) located in Rosieres, France and itsely affiliated distributor, E.K. Emine
A.B. (Eminent) located in Gothenburg, Sweden fgragimately $12.9 million in cash less assumeddedt of $3.5 million. ADEV also has a
low cost manufacturing facility located in TuniskDEV manufactures and distributes electronic systeredominantly to the OEM market.
Their product lines include thermostats and costfot heating, ventilation and air conditioningntiol systems for hydronic and electric floor
warming systems, and controls for other resideaflications. Eminent distributes electronic colstrmechanical thermostats and other
electric control related products throughout thedpean Nordic countries. The two companies' combareual revenue preceding



acquisition was approximately 30 million euro. @acember 31, 2002 Consolidated Balance Sheet osrdgburchase price allocation
consistent with the guidelines in FAS 141.

On May 9, 2002, we acquired Hunter Innawagiof Sacramento, California for $25 million, dfiah approximately $10 million was paid
in cash at the closing and the balance in intdreating notes, payable in equal installments dwenext four years. Hunter Innovations was
founded in 1995 and has developed a line of laegkftow prevention devices that represent a sigaiift advance in technology. The improved
product features that are important to the backfiogwention markets include lighter weight, morenpact design, better flow characteristics,
improved serviceability and multiple end-connectémd shutoff valve options. Hunter Innovationsésaluring the twelve months preceding
the acquisition were approximately $1.5 million.lilde most of our acquisitions, Hunter did not haignificant historical revenues or earnin
Nonetheless, the purchase price was based on fEojexvenues and earnings as utilized in otherisitigns. During the quarter endil
September 30, 2002, we obtained a third-party Vi@oao allocate the purchase price. Consistertt tie guidelines in FAS 141, the allocation
for goodwill was approximately $16.8 million andpapximately $11.7 million was for intangibles, whiare classified in "Other Assets: Ott
in our Consolidated Balance Sheet as of Decemhe2@®R. Of the $11.7 million of acquired intangiblesets, $9.2 million was assigned to
unpatented technology that is not currently suliigetmortization and $2.5 million to patents (twepear useful life). The $16.8 million of
goodwill was assigned to the North American segimeore of which is deductible for tax purposes.

On March 5, 2002, we entered into a joertture with the Yuhuan County Cheng Guan Metal Hessetory (Cheng Guan) located in
Taizhou, Zhejiang Province of the People's Repudflichina. Cheng Guan, with annual sales prioh#ttansaction of approximately
$15 million, is a manufacturer of a variety of ploimg products sold both into the Chinese domestiket and export markets. Its product |
were contributed to the joint venture and includsé) hose connectors, multi-layer
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tubing and stainless steel braided hose. The yainture is owned 60% by us and 40% by our Chinasm@r. We will invest $7.8 million to

obtain this 60% interest, $5.0 million of which hagen paid as of December 31, 2002. Our Decemh&0BP Consolidated Balance Sheet
contains a purchase price allocation of the joarture. The allocation for goodwill was approxiniate3 million and approximately $2 millia
was for other amortizable intangibles, which aeessified in "Other Assets: Other" in our ConsokdhBalance Sheet as of December 31, 2

As part of our $18.7 million capital expénde budget for fiscal 2002, we expected to inaggiroximately $9.0 million to establish a
100% controlled bronze and brass manufacturingt atefianjin, China. We anticipate that the constion of the plant will be completed in
early 2003. Any remaining costs are expected tdisieursed over the next two quarters of fiscal 2@@3of December 31, 2002, we have sj
approximately $7.7 million.

We are in the process of implementing a pdaconsolidate several of our manufacturing @doath in North America and Europe. At the
same time we are expanding our manufacturing cgpiscChina and other low cost areas of the woFlte implementation of this
manufacturing restructuring plan began during theth quarter of fiscal 2001. The projects for whaharges were recorded in the fourth
quarter of fiscal 2001 are essentially completerifi2u2002, we decided to expand the scope of theufaaturing restructuring plan and tran
certain production to low cost manufacturing plant3unisia and Bulgaria. The expanded plan is etqueto be completed by the end of fiscal
2003. We anticipate that the pre-tax cost of thaufecturing restructuring plan will be $12.8 milliowWe recorded pre-tax manufacturing
restructuring and other costs of $5.8 million ie fhurth quarter of fiscal 2001 and $4.1 milliom fizscal 2002. We anticipate recording
additional pre-tax costs of approximately $2.9 imillin fiscal 2003 as we continue to implementghegram. The manufacturing restructuring
and other costs recorded in 2001 and 2002 consisaply of severance costs, asset write-downsatglerated depreciation. The severance
costs, which have been recorded as restructuniegpa 38 employees in manufacturing and admirtistnagroups, 26 of whom have been
terminated as of December 31, 2002. Asset writertosonsist primarily of write-offs of inventory a#éd to product lines that we have
discontinued as part of this restructuring plan trey have been recorded in cost of goods soldel&cated depreciation is based on shorter
remaining estimated useful lives of certain fixedets and has been recorded in cost of goods@thldr costs consist primarily of removal and
shipping costs associated with relocation of mastufing equipment and has been recorded in cagbads sold. The tax benefits of costs
incurred and asset write-downs will approximateah®unt of cash outlays to implement this prognatrich would allow us to complete the
restructuring plan with a minimum consumption ofttaFollowing the completion of the plan, we estenan annual pre-tax savings of
approximately $5.0 million at current productionwoe.

Our 2002 Annual Report to Shareholdersudises earnings as adjusted to exclude manufact@stgicturing and other costs and
goodwill amortization for fiscal 2002 and 2001. Magement believes this information to be an appabpisupplemental measure of the
operating performance of our Company because jishalestors understand the impact of changesdoueating principles and the impact of
our restructuring plan. It should not be considearalternative to net income as an indicationusfgerformance.
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A reconciliation of adjusted earnings tonéags as reported for the twelve months ended Déee 31, 2002, 2001 and 2000 is provided
below. Adjusted earnings exclude restructuring,aimpent and related costs for the twelve monthedridkecember 31, 2002 and 2001 and
excludes goodwill amortization, based on the adopbif FAS 142, for the twelve months ended Decertie001 and 200!



Twelve Months Twelve Months Twelve Months

Ended Ended Ended
12/31/02 12/31/01 12/31/00
(in thousands)
Earnings as report—continuing operation $ 32,62: $ 26,55¢ $ 31,17:
Cost of restructurini 2,552 3,59: —
Goodwill amortizatior — 3,22( 2,66¢
Adjusted earninc—continuing operation $ 35,17 $ 33,36¢ $ 33,83¢

The components of restructuring and other costsatiaed below

Restructuring $ 63¢ $ 145, % _
Other costt 3,451 4,377 —
Total costs 4,08¢ 5,831 —
Tax benefi (1,537) (2,239 —
After tax cosi $ 255 $ 359: % —

Results of Operation

Twelve Months Ended December 31, 2002 Compared to
Twelve Months Ended December 31, 2001

Net Sales. Net sales for the twelve months ended Decerdbg2002 increased $66,586,000 (12.1%) to $6150BP6&;ompared to
$548,940,000 for the same period in 2001. The as@eén net sales is attributable to the following:

(in thousands)

Internal Growtt $ 11,77 2.1%
Acquisitions 47,08( 8.€%
Foreign Exchang 7,738 1.4%
Total Change $ 66,58¢ 12.1%

The increase in net sales from internalginds primarily attributable to increased unitesaln the do-it-yourself (DIY) market in North
America. The growth in net sales from acquired besses is due to the inclusion of the net sales Rowers Process Controls of Skokie,
lllinois, acquired on September 28, 2001; Premianiactured Systems of Phoenix, Arizona, acquiredume 13, 2001; Fimet of Milan, Ita
acquired on June 1, 2001; Cheng Guan, our jointuwenwhich we established on March 5, 2002; ADEM &minent, acquired on July 15,
2002; and F&R acquired on July 29, 2002. The irseeaa foreign exchange is due primarily to the eappreciating against the U.S. dollar
compared to the same period in 2001.

We monitor our net sales in three geograglgegments: North America, Europe and Asia. Arad below, North America, Europe and
Asia accounted for 73.1%, 23.7% and 3.2% of netssakspectively, in the twelve months ended Deeerdb, 2002 compared to 75.7%,
22.1%, and 2.2%, respectively, in the twelve moetided in December 31, 2001.
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Our net sales in each of these geograggments for the twelve months ended December 3 a0d 2001 were as follows:

Twelve Months Twelve Months
Ended Ended
12/31/02 12/31/01 Change

(in thousands)

North America $ 450,23. $ 415,68¢ $ 34,54«
Europe 145,62¢ 121,22¢ 24,40:



Asia 19,66 12,02: 7,641

Total $ 615,52t $ 548,94( $ 66,58¢

The increase in net sales in North Ameisadue to the inclusion of Powers Process ConamotsPremier Manufactured Systems, as well
as increased unit sales to the DIY market. Thee®e in net sales in Europe is due to the inclusiégtimet, ADEV, Eminent and F&R and the
appreciation of the euro against the U.S. doll&e hcrease in net sales in Asia is primarily dughe inclusion of our Chen Guan joint vent

Gross Profit. Gross profit for the twelve months ended Decendi, 2002 increased $25,188,000 (13.7%) fronctimeparable prior
year period and increased as a percentage of lesttsa33.9% from 33.4%. We charged $2,907,000%2n2553,00 of costs associated with
manufacturing restructuring plan to cost of sale2002 and 2001, respectively. Excluding the cesbeiated with the manufacturing
restructuring plan in 2002 and 2001, gross profitld have increased $23,842,000 (12.7%) and woaNe increased as a percentage of net
sales to 34.4% from 34.2%.

Selling, General and Administrative ExpenseSelling, general and administrative expensereased $18,758,000 (14.2%) to
$150,553,000 from $131,795,000 for the comparabte pear period. This increase is attributabléhte inclusion of the selling, general and
administrative expenses of acquired companiesy@ease in the cost of product and general lighitisurance and administrative stapg-cost
associated with our new manufacturing plant in @hiWe adopted Financial Accounting Standards B8&atement No. 142 "Goodwill and
Other Intangibles" (FAS142) on January 1, 2002, acwbrdingly did not record any goodwill amortinatifor fiscal 2002. We recorded
goodwill amortization of $3,220,000 as part of salling, general and administrative expenses fwafi2001.

Restructuring and Other Charges.Restructuring and other charges for the twatesths ended December 31, 2002 decreased $816,00
(56.1%) to $638,000 compared to $1,454,000 fostree period in 2001. These costs are primarilgdoerance costs. The costs related to the
twelve months ended December 31, 2002 were fon3zlayees, 12 of which have been terminated as oeBer 31, 2002, compared to the
costs related to December 31, 2001 which were4caertiployees, all of which have been terminated &esoember 31, 2002.

Operating Income. Operating income for the twelve months endedebwer 31, 2002 increased $7,246,000 (14.4%) t6397/000
compared to $50,283,000 for the same period in 20@lto increased gross profit and the cessatigoadwill amortization, partially offset k
increased other
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selling, general and administrative expenses. @ipgrancome by segment for the twelve months eridedember 31, 2002 and 2001 was as
follows:

Twelve Months Twelve Months
Ended Ended
12/31/02 12/31/01 Change

(in thousands)

North America $ 57,26¢ $ 47,34¢ $ 9,92(
Europe 13,107 11,25¢ 1,851
Asia (230) 1,36¢ (1,59%)
Corporate (12,619 (9,689 (2,930
Total $ 57,52¢ $ 50,28: $ 7,24¢

The increase in North America is due to@ased gross profit, primarily due to the inclusidoperating results of acquired companies
partially offset by increased premiums for prodaiotl general liability insurance. The increase inojga is due to the inclusion of the operating
results of acquired companies and the euro appimgiagainst the U.S. dollar compared to the pyear. The decrease in China is primarily
due to increased bad debt and warranty expenspotaae expenses are primarily for compensationres@eprofessional fees, including legal
and audit expenses and product liability and gétielzlity insurances. The increase in corporatpaenses is primarily due to increased legal
and audit expenses and administrative start-ugs @sstociated with our new manufacturing plant im&h

Interest Expense. Interest expense for the twelve months endezbBber 31, 2002 decreased $730,000 (7.7%) to $8@32ompared
to $9,422,000 for the same period in 2001, prirgatile to lower interest rates on variable rate litelgness and capitalized construction period
interest on our startup manufacturing plant in @hjartially offset by the increased levels of dabtirred to fund acquisitions. On
September 1, 2001, we entered into an interessred@ with respect to our $75,000,008/8 % notes due December 2003. The swap
converted the interest from fixed to floating. Onglist 5, 2002, we sold the swap and received $2)805n cash. Interest expense for the
twelve months ended December 31, 2002 has beengediy $1,711,000 from the benefit of the swap evhdtive and by the amortization



the adjustment to the fair value subsequent te#e of the swap.

Income Taxes. Our effective tax rate for continuing operatidar the twelve months ended December 31, 20@2e#sed to 35.0% fro
33.9% for the comparable prior year period. Thedase is primarily due to a change in our earniniysto jurisdictions with higher tax rates.
Also in 2001, the costs for the manufacturing redtiring plan were recorded in tax jurisdictionshatex rates higher than our effective rate,
which caused the overall effective rate for 200beédower than would normally be expected. Exclgdime impact of the after-tax
manufacturing costs and goodwill amortization inhb2002 and 2001, the effective tax rate would hageeased to 35.2% from 32.2%.
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Net Income From Continuing OperationsNet income from continuing operations for thelve months ended December 31, 2002
increased $6,066,000 (22.8%) to $32,622,000, &1$fer common share compared to $26,556,000, 68$&r common share, for the twelve
months ended December 31, 2001 on a diluted basis.

Twelve Months Ended December 31, 2001 Compared to
Twelve Months Ended December 31, 2000

Net sales. Net sales for the twelve months ended Dece®bge2001 increased $32,840,000 (6.4%) to $548,800;0mpared to
$516,100,000 for the same period in 2000. The aswzén net sales is attributable to the following:

(in thousands)

Internal Growtr $ (12,769 (2.9%
Acquisitions 50,20z 9.7%
Foreign Exchang (4,599 (0.9%
Total Change $ 32,84( 6.4%

The decrease in net sales from internaltirgs attributable to decreased unit sales toINArherican and European plumbing and hee
wholesalers resulting from the continued weakneske North American plumbing market and the weakieBuropean economy. These
decreases were patrtially offset by increased atgtssin the DIY market. The growth in net salesrfracquired businesses is due to the inclt
of the net sales from Powers Process Controls okigklllinois, acquired on September 28, 2001 nitee Manufactured Systems of Phoenix,
Arizona, acquired on June 13, 2001, Fimet of Milsaly, acquired on June 1, 2001, Dumser MetallBawbH & Co., KG of Landau, Germar
acquired on January 5, 2001, the business acgnordChiles Power Supply and Bask, LLC of SprinfgfjMissouri, now doing business as
Watts Radiant, acquired on August 30, 2000, and i€y, Inc. of Santa Ana, California, doing businas Spacemaker, acquired on May 12,
2000. The decrease in foreign exchange is due ghima the devaluation of the euro against the .Ui&@lar compared to the same period in
2000.

We monitor our net sales in three geograglgegments: North America, Europe and Asia. Arad below, North America, Europe and
Asia accounted for 75.7%, 22.1% and 2.2% of netssakspectively, in the twelve months ended Deeer@b, 2001 compared to 77.6%,
20.0%, and 2.4%, respectively, in the twelve moetided December 31, 2000. Our net sales in eattiesé geographic segments for the
twelve months ended December 31, 2001 and 2000 agsi@lows:

Twelve Months Twelve Months
Ended Ended
12/31/01 12/31/00 Change

(in thousands)

North America $ 415,68¢ $ 400,38 $ 15,30¢
Europe 121,22¢ 103,08 18,14:
Asia 12,02: 12,63! (60¢)
Total $ 548,94( $ 516,10( $ 32,84(

The increase in net sales in North Ameisadue to the inclusion of Powers Process ContRismier Manufactured Systems, Watts
Radiant, and Spacemaker acquisitions, as wellasased unit sales to the DIY market, partiallgefftby decreased unit sales to plumbing and
heating wholesalers. The increase in net salesiiofd® is due to the inclusion of Fimet and Dumgartially offset by decreased unit sales to
European plumbing and heating wholesalers andut®sedevaluation against the U.S. dollar.
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Gross Profit. Gross profit for the twelve months ended Decendi, 2001 decreased $1,772,000 (1.0%) from thgacable prior year
period and decreased as a percentage of net 88486 from 35.9%. We charged $4,253,000 of casssciated with our manufacturing
restructuring plan to cost of sales. Excluding ¢hemnufacturing restructuring costs, the grossitprnafuld have increased $2,481,000 and
declined as a percentage of sales to 34.2% froB9@5T his decreased percentage is primarily attaibletto an unfavorable sales mix cause
the decreased sales to plumbing and heating wheleses well as the inclusion of the gross mar@iacguired companies, which operated at a
lower gross margin than the remainder of our bissine

Selling, General and Administrative Expenséelling, general and administrative expenseeased $6,478,000 (5.2%) to $131,795,000
from $125,317,000 for the comparable prior yearquerThis increase is attributable to the inclusidithe selling, general and administrative
expenses of acquired companies, partially offsahbylower exchange rate of the euro relative ¢oUtsS. dollar and reduced spending levels.

Restructuring and Other Charges.Restructuring and other charges are primaelyesance and related costs in the current yedr4for
employees, 13 of which were terminated as of Deezr@h, 2001.

Operating Income. Operating income for the twelve months endeddbeber 31, 2001 decreased $9,704,000 (16.2%) t@85000
compared to the same period in 2000 due to redgiaess profit and manufacturing restructuring coSygerating income by segment for the
twelve months ended December 31, 2001 and 200@svéslows:

Twelve Months Twelve Months
Ended Ended
12/31/01 12/30/00 Change

(in thousands)

North America $ 47,34¢ $ 55,66 $ (8,31%
Europe 11,25¢ 13,22¢ (1,969
Asia 1,36¢ 882 482
Corporate (9,689 (9,78)) 97
Total $ 50,28: $ 59,987 $ (9,709

The decrease in both North American andpean operating income is due to decreased ue# salplumbing and heating wholesalers
and manufacturing restructuring plan costs. Theseehses were partially offset by the operatingiegs of acquired companies. The increase
in China is primarily due to decreased bad debéengp due to the stabilization of the accounts vabé aging in the domestic Chinese market.
Corporate expenses are primarily for compensatiperse, professional fees, including legal andtagienses, product liability and general
liability insurances.

Interest Expense. Interest expense for the twelve months endezkBber 31, 2001 decreased $475,000 (4.8%) to $9@@2ompared
to $9,897,000 for the same period in 2000, prirgatile to lower interest rates on variable rate lnelgness, partially offset by the increased
levels of debt incurred for acquisitions. On Septentl, 2001, we entered into an interest rate swtiprespect to our $75,000,006 88 %
notes due December 2003. The swap converted thregttfrom fixed to floating and reduced our inséexpense by $641,000 during 2001.

Income Taxes. Our effective tax rate for continuing operaiatecreased to 33.9% from 36.7% for the comparaie year period. The
decrease is primarily due to statutory rate redustiaffecting income tax in Canada and other tarmphg opportunities. The costs for the
manufacturing restructuring plan were recordedhinjtirisdictions with tax rates higher than the efiective rate, which lowered the overall
effective rate for fiscal 2001.
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Net Income from Continuing OperationsNet income from continuing operations for thvelive months ended December 31, 2001
decreased $4,615,000 (14.8%) to $26,556,000, 80%ier common share, compared to $31,171,000,.&7 $r common share for the twelve
months ended December 31, 2000 on a diluted bagis net of tax basis, the manufacturing restrimgyplan costs accounted for $0.13 per
share of this reduction.

Discontinued Operations. For the twelve months ended December 31, 28i86pntinued operations reported a net loss of ®7QDO, o
$0.27 per share, on a diluted basis. We did natrceany costs associated with discontinued opersifior the twelve months ended
December 31, 2001 or 2002. See Note 3 of Noteotsdlidated Financial Statements.

Liquidity and Capital Resource



During the twelve month period ended Decendi, 2002, we generated $51,425,000 of cash demtinuing operations. We spent
$16,399,000 on capital equipment for the twelve theended December 31, 2002, net of proceeds 298300, primarily from the sale of
two facilities that were closed as part of our nfanturing restructuring plan. The largest comporérdur capital expenditures was the
establishment of a 100% controlled bronze and bressufacturing plant in Tianjin, China, with aniestted total cost of $9,000,000, of which
approximately $7,700,000 was invested in the twehomths ended December 31, 2002. The remainingat&ipenditures were primarily for
manufacturing machinery and equipment as part pEommitment to continuously improve our manufaictyrcapabilities.

In addition, during the twelve months en@etember 31, 2002, we invested approximately $50@D to establish our joint venture in
China, $10,000,000 to acquire Hunter Innovationsl, @proximately $10,900,000 for our three acqois#tin Europe, ADEV, Eminent and
F&R.

We had positive free cash flow of $28,586,(defined as net cash provided by continuing atp@rs minus capital expenditures and
dividends plus proceeds from sale of assets) duhiegwelve months ended December 31, 2002 verssitye free cash flow of $29,035,000
in the comparable prior year period. We experierareéhcrease in accounts receivable due to inctesases volume, a change in industrigle
payment terms from The Home Depot, Inc., our largastomer, while remaining within normal indusstgndards, and the addition of
accounts receivable from our Cheng Guan joint vengstablished in March 2002. This is offset byéased income from continuing
operations and increased depreciation expense cethpathe comparable period.

We believe free cash flow to be an appaiprsupplemental measure of the operating perfaenahour Company because it provides
investors with a measure of our ability to repajtdend to fund acquisitions. Our computation mat/beocomparable to other companies that
may define free cash flow differently. Free casiwfldoes not represent cash generated from opelatingties in accordance with Generally
Accepted Accounting Principles (GAAP). Thereforshibuld not be considered an alternative to nét flaws from operating activities as an
indication of our performance. Free cash flow si@lso not be considered an alternative to net ftagls from operating activities as defined
by GAAP.
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A reconciliation of free cash flow to neist provided by continuing operations is providetbi:

Twelve Months Twelve Months
Ended Ended
12/31/02 12/31/01

(in thousands)

Net cash provided by continuing operatis $ 51,42¢ $ 51,23
Less: additions to property, plant, and equipn (19,599 (16,04
Plus: proceeds from the sale of property, plard, eguipmen 3,194 267
Less: dividend: (6,490 (6,422)
Free cash flov $ 28,53t $ 29,03t

On September 6, 2002, we received $9,5B400@ash from Zurich American Insurance Compamyéimbursement of defense costs
incurred by us in the James Jones case since ZRrll998. This cash, net of tax, is classifiediasahtinued operations in our Consolidated
Statements of Cash Flows. In addition on Januar®063, we received $2,726,000 of cash from Zufioterican Insurance Company for
indemnification costs incurred in the James Joass.cSee Part |, Item 1, "Product Liability Envimental and Other Litigation Matters—
James Jones Case."

On February 28, 2002, we entered into alké@vg credit facility with a syndicate of bank& ¢t Revolving Credit Facility), which replaced
our $100.0 million (U.S.) facility and our 39.4 tioh euro facility. The Revolving Credit Facilitygvides for borrowings of up to
$150.0 million (U.S.), which includes a $100.0 ioifi tranche for U.S. dollar borrowings and a $5@ilion tranche for eurdsased borrowinc
and matures in February 2005. Approximately $46l0an of borrowings under the Revolving Credit Hag were used to repay amounts
outstanding under the prior facilities. The RevotyCredit Facility is being used to support ouriasiion program, working capital
requirements and for general corporate purposesf Recember 31, 2002, lortgrm debt included $41.6 million outstanding on Rexolving
Credit Facility for both U.S. dollar and euro-basedrowings.

Outstanding indebtedness under the Rewpl€iredit Facility bears interest at one of threstamary rates plus a margin of 100 basis
points, depending on the applicable base rate andand rating. The average interest rate for wairrgs under the Revolving Credit Facility
was approximately 3.9% at December 31, 2002. Th@Riag Credit Facility includes operational anddncial covenants customary for
facilities of this type, including, among otherssirictions on additional indebtedness, liens amdstments and maintenance of certain leve
ratios. As of December 31, 2002, we were in conmgkawith all covenants related to the RevolvingdirEacility.

Working capital (defined as current astegts current liabilities) as of December 31, 20@3 %77.2 million compared to $142.6 millior



of December 31, 2001. This decrease is primarity touhe classification of our $75.0 millior? 88 % notes due December 2003 as current
portion of long-term debt partially offset by arigase in accounts receivable. Excluding the $#libn 8 2/ 8% notes, the working capital
would have been $152.2 million. The ratio of cutrassets to current liabilities was 1.3 to 1 aBe¢ember 31, 2002 compared to 2.3 to 1 as of
December 31, 2001. Cash and cash equivalents Wér8 fhillion as of December 31, 2002 compared @ Ginillion as of December 31,

2001. Proceeds from the exercise of stock opticer®\88.0 million for December 31, 2002, primarilyedo the exercising of expiring options.
The increase in total debt to $138.5 million a®etember 31, 2002 from $126.9 million as of Decen®ig 2001 was due to the funding of
acquisitions, the increase in working capital (asste of the current portion of long-term debt iro)and debt incurred to fund capital
expenditures. Net debt to capitalization (definedlaort and long term interest-bearing liabilitess cash and cash equivalents as a percentag
of the sum of short and long term interest-bealimtgjlities less cash and cash equivalents plue gibckholders equity, including minority
interest) was 29.4% as of December 31, 2002 cordarg0.9% as of December 31, 2001.
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Our net debt to capitalization is not comelin accordance with GAAP. Management believes lite an appropriate supplemental
measure because it helps investors understandiity 8o meet our financing needs. Our computatioaly not be comparable to other
companies that may define debt to capitalizatidfedintly.

A reconciliation of net debt is providedde:

Twelve Months Twelve Months

Ended Ended
12/31/02 12/31/01
(in thousands)
Current portion of lon-term deb! $ 82,21 $ 3,69¢
Plus: Lon¢-term debt, net of current portic 56,27¢ 123,21
Less: Cash and cash equivale (20,979 (11,99))
Net Debt $ 127,51 $ 114,90¢

A reconciliation of capitalization is proMd below:

Twelve Months

Twelve Months

Ended Ended
12/31/02 12/031/01
(in thousands)
Total stockholders' equit $ 29593t $ 249,31:
Plus: Minority interes 10,13¢ 7,30¢
Capitalization $ 306,07C $ 256,62:

Our net capital expenditure budget fordls2003 is $15,536,000, which includes expectedgrds from the sale of a facility that was
closed as part of our manufacturing restructurilagpin January 2003, we contributed $3,000,008utopension plan and expect to contribute
approximately $800,000 within the first six montifdiscal 2003 to fund the minimum contribution uagd. We also intend to refinance our
$75.0 million 82/ 8% notes prior to the stated maturity of Decembe0D3.

We anticipate that available funds fromrent operations and other sources of liquidity wélsufficient to meet current operating
requirements and anticipated capital expenditweatfleast the next 24 months. However, we mag tbaxconsider external sources of

financing for any large future acquisitions.

Our long-term financial obligations are g@eted in the following table:

Less than After
Total 1 year 1-3 years 4-5 years 5years
(in thousands)
Long-term debt, including current maturities $ 138,48 $ 82,21: $ 50,69 $ 4,67C $ 91z
Operating lease 7,49 1,66¢ 2,13¢ 1,36¢ 2,32¢



Capital lease 1,671 73C 693 254 —

Total $ 147,66. $ 84,61( $ 53,52. $ 6,29: $ 3,231

(a) as recognized in the consolidated balance sheet

Letters of credit are purchased guararttestsensure our performance or payment to thirtlgsin accordance with specified terms and
conditions. Amounts outstanding were approxima$dl9,522,000 as of December 31, 2002 and $14,993900 December 31, 2001. These
instruments may exist or expire without being dralemwn. Therefore, they do not necessarily reprefsgate cash flow obligations.
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Certain of our loan agreements contain nawés that require, among other items, the mainemaf certain financial ratios and limit our
ability to enter into secured borrowing arrangeraent

We from time to time are involved with erorimental proceedings and other legal proceedindsreur costs on an ongoing basis related
to these matters. We have not incurred materidbdndiscal 2002 in connection with any of thesattars. During the twelve months ended
December 31, 2002, we disbursed approximately $@lbn after-tax of defense and settlement costated to the James Jones case. In
September 2002, we received $5.7 million afterftaxeimbursement of defense costs related toaheed Jones case. These amounts are
recorded as discontinued operations in our cors@distatement of cash flows. In addition, on Jgnli&, 2003, we received $1.7 million after
tax for indemnification incurred in the James JoBase. See Part |, Item 1, "Business—Product LitgpEnvironmental and Other Litigation
Matters—James Jones Litigation."

Critical Accounting Policies and Key Estimates

The preparation of our financial statemémtaccordance with generally accepted accountimgiples (GAAP) requires us to make
judgments, assumptions and estimates that affeantounts reported. A critical accounting estinistn assumption about highly uncert
matters and could have a material effect on thenfiral statements if another, also reasonable, atweere used, or, a change in the estimate is
reasonably likely from period to period. We baseassumption on historical experience and on cghmates that we believe are reasonable
under the circumstances. Actual results could d#fgnificantly from these estimates. Note 2 of &oto Consolidated Financial Statements
describes the significant accounting policies zeili in the preparation of the consolidated findratetements.

We have discussed the development, seteatid disclosure of the estimates with our Audiin@uottee. Management believes the
following critical accounting policies reflect onrost significant estimates and assumptions:

Allowance for doubtful accoun

We encounter risks associated with theectibhility of customer accounts. Management spegliiy analyzes individual accounts
receivable, historical bad debts and allowancesceuntration of receivables by customer, customeditworthiness, current economic trends
and changes in customer payment terms when evadutdie allowance for doubtful accounts. These facatong with the aging of the accou
receivable are used in determining the adequadyeoéllowance. If circumstances relating to speditistomers change, our estimates of the
recoverability of receivables could be further atial.

Inventory valuatior

Inventories are generally stated at theeloef cost or market with costs determined onstfim, first-out basis. We utilize our historical
experience as the basis for determining the valweioexcess or obsolete inventories. Changes imkehaonditions, lower than expected
customer demand or changes in technology or featuigeld result in additional obsolete inventorytikanot saleable and could require
additional inventory reserve provisions.

Legal contingencie

We are a defendant in numerous legal nsitetuding those involving environmental law amdguct liability as discussed further in
Note 15 of Notes to Consolidated Financial Statameks required by Financial Accounting Standardaf8 Statement No. 5 "Accounting
Contingencies" we determine whether an estimatesifftom a loss contingency should be accrued lBsasg) whether a loss is deemed
probable and the loss amount can be reasonabiyagstil, net of any applicable
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insurance proceeds. We develop our estimates isuttation with outside counsel handling our defeéngese matters, which involves an
analysis of potential results. Final settlementhefse matters could result in significant effectdte results of operations, cash flows and
financial position.

Goodwill and other intangibles

We adopted Financial Accounting StandardarB Statement No. 142 "Goodwill and Other Intalegfkssets” (FAS 142) on January 1,
2002, and as a result we no longer amortize gobadi#ik valuation of goodwill and intangible assistseviewed for impairment annually in
accordance with FAS 142. Intangible assets sugluahased technology are generally recorded inextion with a business acquisition. In
our larger, more complex acquisitions, the valuggm®d to intangible assets is determined by aepeddent valuation firm based on estimates
and judgments regarding expectations of the suaetife cycle of products and technology acquitédctual product acceptance differs
significantly from the estimates, we may be reqlibeerecord an impairment charge to write downabsets to their realizable value. The
annual goodwill impairment test involves the usestimates related to the fair market value ofthginess unit with which the goodwill is
associated. The value is estimated using the futagh flow valuation methodology. A severe decimmarket value could result in an
unexpected impairment charge to goodwill which ddudve a material impact on the results of opamnatioash flows and financial position.

Business combinatior

In addition to the requirements set forthFAS 141 regarding intangible assets, it is neogd® make other estimates relating to the asset:
acquired, liabilities assumed, and assumptionsitofré growth of the acquired companies. There arassurances that such estimates or
assumptions will be accurate.

Pension benefit

The calculation of employee pension beruefiits and obligations by actuaries are dependeatipassumptions. These assumptions
include salary growth, long-term return on plaredssdiscount rates and other factors. The keypfacttilized by the actuaries are discussed in
further detail in Note 14 of Notes to ConsolidaFédancial Statements.

Income taxe

We recognize deferred tax liabilities asdets for the expected future consequences ofetraithave been reflected in our consolidated
financial statements. We present our financialdoordance with the rules of Financial Accountitgn8ards Board Statement No. 109
"Accounting for Income Taxes" (FAS 109). Deferrad tiabilities and assets are determined basedffarahces between the book values and
tax bases of particular assets and liabilitiengisax rates in effect for the years in which tifeedences are expected to reverse. A valuation
allowance is provided to offset any net deferredassets if, based upon the available evidencenibre likely than not that some or all of the
deferred tax assets will not be realized.

Certain Factors Affecting Future Results

This annual report on Form 10-K contairmdeshents which are not historical facts and arsidened forward-looking within the meaning
of the Private Securities Litigation Reform Actk#95. These forwartboking statements contain projections of our fattgsults of operatior
our financial position or state other forward-lamfiinformation. In some cases you can identify ér&atements by forward-looking words
such as "anticipate,” "believe," "could," "estiméatexpect,” "intend," "may," "should,” "will" antvould" or similar words. You should not
rely on forward-looking statements, because theglire known and unknown risks, uncertainties afpfactors, some of which are beyond

our control. These risks, uncertainties and othetdf's may cause our actual results,
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performance or achievements to differ materialyfrthe anticipated future results, performancecbrevements expressed or implied by the
forward-looking statements. Some of the factors thight cause these differences are as follows:

We face intense competition and, if we are not thblespond to competition in our markets, our rew@s may decrease

Competitive pressures in our markets caualeersely affect our competitive position, leadiog possible loss of market share or a
decrease in prices, either of which could resutténreased revenues and profits. We encountesimtsmpetition in all areas of our business.
Additionally, customers for our products are attéimgpto reduce the number of vendors from whictytperchase in order to reduce the size
and diversity of their inventories and their tract&mn costs. To remain competitive, we will needneest continuously in manufacturing,
marketing, customer service and support and otrilglision networks. We may not have sufficient neses to continue to make such
investments and we may be unable to maintain ompetitive position. In addition, we anticipate thag may have to reduce the prices of
some of our products to stay competitive, potelytigsulting in a reduction in the profit marginr fand inventory valuation of, these produ



Some of our competitors are based in foreign céesyind have cost structures and prices in foreigrencies. Accordingly, currency
fluctuations could cause our U.S. dollar-pricedduats to be less competitive than our competifaucts which are priced in other
currencies.

Implementation of our acquisition strategy may lo@tsuccessful, which could affect our ability tor@ase our revenues or our profitabil

Our growth through the last two years haesrblargely driven by acquisitions. One of ourtsg@es is to increase our revenues and
profitability and expand our markets through acigjoiss that will provide us with complementary watelated products. We cannot be certain
that we will be able to identify, acquire or prafity manage additional companies or successfulggnate such additional companies without
substantial costs, delays or other problems. Alsmpanies acquired recently and in the future nzdyanhieve revenues, profitability or cash
flows that justify our investment in them. We expicspend significant time and effort in expandmg existing businesses and identifying,
completing and integrating acquisitions. We expedace competition for acquisition candidates vahigay limit the number of acquisition
opportunities available to us and may result ihbBigacquisition prices, possibly leading to a daseein our revenues and profitability. In
addition, acquisitions may involve a number of sgletsks, including, but not limited to:

. adverse shc-term effects on our reported operating resi

. diversion of management's attenti

. loss of key personnel at acquired companies; and

. unanticipated management or operational problentegai liabilities.

Down economic cycles, particularly reduced levéleausing starts and remodeling, have an adverfgetedn our revenues and operati
results

We have experienced and expect to contimesperience fluctuations in revenues and opega#sults due to economic and business
cycles. The businesses of most of our customerscplarly plumbing and heating wholesalers and Bomprovement retailers, are cyclical.
Therefore, the level of our business activity hasrbcyclical, fluctuating with economic cycles. \lso believe our level of business activity is
influenced by housing starts and renovation anddsting, which are, in turn, heavily influencedmprtgage interest rates, consumer debt
levels, changes in disposable income, employmenttiirand consumer confidence. If these and ottetofa cause a material reduction in
housing and remodeling starts, our revenues arfitgwould decrease and result in a material adveffect on our financial condition and
results of operations.
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Economic, political and other risks associated viitternational sales and operations could adverséfgct our business and future operat
results

Since we sell and manufacture our prodwotddwide, our business is subject to risks assedigvith doing business internationally. Our
business and future operating results could be &dimy a variety of factors, including:

. trade protection measures and import or exponhéitey requirements, which could increase our oofstioing business
internationally;

. potentially negative consequences from changesxitatvs, which could have an adverse impact orpoafits;

. hiring and retaining senior management in overspasations;

. difficulty in staffing and managing widespread agt@ns, which could reduce our productivi

. costs of compliance with differing labor regulatioespecially in connection with restructuring ouerseas operation

. laws of some foreign countries, which may not peotaur intellectual property rights to the sameeexis the laws of United
States;

. unexpected changes in regulatory requirements,hwhizy be costly and require significant time to liempent; anc

. political risks specific to foreign jurisdictions.

Fluctuations in foreign exchange rates could maiiyiaffect our reported resul

We are exposed to fluctuations in foreigrrencies, as a significant portion of our saled egrtain portions of our costs, assets



liabilities are denominated in currencies othenthlaS. dollars. Approximately 31.4% of our salesimiy 2002 were from sales outside of the
U.S. For the twelve months ended December 31, 20@2appreciation of the euro against the U.Saddlhd a positive impact on sales of
$7,949,000. For the twelve months ended Decemhe2(®I1, the depreciation of the euro against ti& dollar had an adverse impact on s
of $3,385,000. If our share of revenue in non-adal@nominated currencies continues to increaseturd periods, exchange rate fluctuations
will likely have a greater impact on our resultsopkrations and financial condition.

There are significant risks in expanding our marwtifising operations in China

As part of our strategy, we are shiftingjgnificant portion of our manufacturing operatiagasChina to reduce our production costs. This
will subject a greater portion of our operationghe risks of doing business in China. The Chinegal system is relatively new and lacks
transparency, which gives the Chinese central acal government authorities a higher degree ofrobover our business in China than is
customary in developed economies and makes thegsaf obtaining necessary regulatory approvahim&inherently unpredictable. In
addition, the protection accorded our proprietaghhology and know-how under the Chinese legaésy$$ not as strong as in the United
States and, as a result, we may lose valuable seatets and competitive advantage.

Although the Chinese government has beesumg economic reform and a policy of welcomingefgn investments for the past two
decades, there can be no assurance that the Clginesgment will not change its current policieshia future, making continued business
operations in China difficult or unprofitable.
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Reductions or interruptions in the supply of ramtenzls and increases in the prices of raw materieduld reduce our profit margins a
adversely impact our ability to meet our customeliveéry commitments

We require substantial amounts of raw niterincluding bronze, brass and cast iron andtsuntially all raw materials we require are
purchased from outside sources. The availability @ices of raw materials may be subject to curtaiit or change due to, among other thii
new laws or regulations, suppliers' allocationsttter purchasers, interruptions in production kyypdiers, changes in exchange rates and
worldwide price levels. We are not currently pardyany long-term supply agreements. Our inabibitpbtain adequate supplies of raw
materials for our products at favorable pricesataall, could have a material adverse effect onbmsiness, financial condition or results of
operations by decreasing our profit margins andibglering our ability to deliver products to ourstomers on a timely basis. For example, in
November 1994 one of a limited number of brasssigupliers went on strike and simultaneously ca-based metals prices increased
dramatically. The combination of these events cduaseincrease in our operating costs and adveadtdgted our financial results.

To the extent we are not successful in implemewtimgnanufacturing restructuring plan, our resutiisoperations and financial condition
could be adversely affected

Our manufacturing restructuring plan, whieh began in 2001 and we expanded in 2002, wasimgited to reduce our manufacturing
cost. If our planned manufacturing plant consol@tat in the United States and Europe and our pttaztucapability expansion in China are
successful, our results of operations and finarc@abition could be materially adversely affected.

If we cannot continue operating our manufacturiagilities at current or higher utilization levelsur results of operations could be advers
affected

The equipment and management systems raggdes the operation of our manufacturing facdgimay break-down, perform poorly or
fail, resulting in fluctuations in our ability toanufacture our products and to achieve manufag@fficiencies. We operate a number of
manufacturing facilities, all of which are subjéetthis risk, and such fluctuations at any of thiesdities could cause an increase in our
production costs and a corresponding decreaseriprofitability. For example, in 2001 one of our muacturing facilities was shut down for a
period of time as a result of a fire and we werpineed to source products from external vendosuibstantially higher costs. We also have a
vertically-integrated manufacturing process. Eaansent is dependent upon the prior process antr@akdown in one segment will
adversely affect all later components. Fluctuationsur production process may affect our abild@ydeliver products to our customers on a
timely basis. Our inability to meet our deliveryligitions could result in a loss of our customerd aegatively impact our business, financial
condition and results of operations.

If we experience delays in introducing new prodwcts our existing or new products do not achievenaintain market acceptance, c
revenues and our profitability may decrease

Failure to develop new and innovative pdwr to custom design existing products couldltes the loss of existing customers to
competitors or the inability to attract new busmesther of which may adversely affect our reven@ur industry is characterized by:

. intense competition;

. changes in specifications required by our custoraedgor plumbing code:
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. technically complex products; and

. constant improvement to existing products and duotions of new products.

We believe our future success will depémghart, on our ability to anticipate or adapthese factors and to offer, on a timely basis,
products that meet customer demands. The develdmhaew or enhanced products is a complex andrtaingprocess requiring the
anticipation of technological and market trends. M&y experience design, manufacturing, marketingtloer difficulties, such as an inability
to attract a sufficient number of experienced eegis, that could delay or prevent our developmetibduction or marketing of new products
or enhancements and result in unexpected expedsel.difficulties could cause us to lose busines® four customers and could adversely
affect our competitive position; in addition, addegenses could decrease the profitability assetiaith those products that do not gain
market acceptance.

Environmental compliance costs and liabilities @bircrease our expenses or reduce our profitab

Our operations and properties are subgeektensive and increasingly stringent laws andlegmns relating to environmental protection,
including laws and regulations governing air enaissj water discharges, waste management and digpubaorkplace safety. Such laws and
regulations can impose substantial fines and samgfor violations and require the installatiorcostly pollution control equipment or
operational changes to limit pollution emissiond/andecrease the likelihood of accidental hazesdmbstance releases. We also could be
required to halt one or more portions of our operet until a violation is cured. We could also table for the costs of property damage or
personal injury to others. Although we attempt pem@te in compliance with these environmental lamesmay not succeed in this effort at all
times. The costs of curing violations or resolvérgorcement actions that might be initiated by gokreent authorities could be substantial.

Under certain environmental laws, the aureend past owners or operators of real property Inediable for the costs of cleaning up
contamination, even if they did not know of or war responsible for such contamination. These k&@ impose liability on any person who
arranges for the disposal or treatment of hazard@sse at any site. Therefore, our ownership amdaijpn of real property and our disposal of
waste could lead to liabilities under these laws.

We have incurred, and expect to continuiedar, costs relating to these environmental msitte addition, new laws and regulations,
stricter enforcement of existing laws and regulaidhe discovery of previously unknown contamimatdr the imposition of new clean up
requirements could require us to incur additiorats or become the basis for new or increaseditiabithat could be significant.
Environmental litigation, enforcement and compliaace inherently uncertain and we may experiergrgfgiant costs in connection with
environmental matters.

Third parties may infringe our intellectual propgrand we may expend significant resources enforaingights or suffer competitive injury

We rely on a combination of patents, cogiyts, trademarks, trade secrets, confidentialibywigions and licensing arrangements to
establish and protect our proprietary rights. We i@ required to spend significant resources toitooand police our intellectual property
rights. If we fail to successfully enforce our ileetual property rights, our competitive positicould suffer, which could harm our operating
results. We have been limited from time-to-timenireelling products because of existing patents.
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We face risks from product liability and other laiits, which may adversely affect our business

We may be subjected to various productlitglziaims or other lawsuits, including, amondets that our products include inadequate or
improper instructions for use or installation, madequate warnings concerning the effects of tieéaof our products. In the event that we do
not have adequate insurance or contractual indéatidn, damages from these claims would have tpdie from our assets and could have a
material adverse effect on our results of operatibiquidity and financial condition. In particujaf we settle or conclude litigation in a
quarterly or annual reporting period, there cowddatmaterial impact on our operating results fat tiuarter or year. We, like other
manufacturers and distributors of products desidaexbntrol and regulate fluids, face an inheré&k of exposure to product liability claims
and other lawsuits in the event that the use ofpooducts results in personal injury, property dgenar business interruption to our customers.
Although we maintain strict quality controls an@gedures, including the testing of raw material$ safety testing of selected finished
products, we cannot be certain that our produdideicompletely free from defect. In addition,dartain cases, we rely on third-party
manufacturers for our products or components ofppaducts. Although we have product liability arehgral insurance coverage, we cannc
certain that this insurance coverage will contitube available to us at a reasonable cost, axaflable, will be adequate to cover any such
liabilities. See Part |, Item 1, "Product Liabilitgnvironmental and Other Litigation Matters"

The requirements of FAS 142 may result in a voff of all or a portion of our goodwill, which walihegatively impact our operating rest



and financial condition

If we are required to take an impairmerdrgle to our goodwill in connection with the requients of FAS 142 our operating results may
decrease and our financial condition may be harmsaf December 31, 2002, we had goodwill, netazfummulated amortization, of
$163.2 million, or 25.7% of our total assets an®%&of our total stockholders' equity. Under FAR 1doodwill and identifiable intangible
assets that have indefinite useful lives are ngdéommortized. In lieu of amortization, we wereuieed to perform an initial impairment review
of goodwill and are required to perform annual impant reviews thereafter. We have concluded tbatmpairment existed at January 1,
2002, the time of adoption of FAS 142 and at Oat@¥e 2002, the time of our annual review. As reggiiby FAS 142, we will perform annual
tests in October of each year for indications addyill impairment.

The loss of a major customer could have an adweffeet on our results of operations

For the twelve months ended December 302 26ur largest customer, The Home Depot, Incoacted for approximately $63.0 million,
or 10.2%, of our total net sales. Our second largestomer represented approximately 3.5% of auat teet sales in 2002. Our top ten
customers accounted for approximately 25.4% oftotal net sales in 2002. Our customers generadlynat obligated to purchase any
minimum volume of products from us and are abletminate their relationships with us at any tilesignificant reduction in orders or
change in terms from The Home Depot, Inc. couldehmwmaterial adverse effect on our future resdltperations.

One of our stockholders can exercise substantfalénce over our company

As of March 18, 2003, Timothy P. Horne, eamiber of our Board of Directors, beneficially owr8f16% of our outstanding shares of
Class A Common Stock and 94.4% of our outstandirges of Class B Common Stock, which represen®)7 of the total outstanding voting
power. As long as Mr. Horne controls shares remtasg at least a majority of the total voting poweéour outstanding stock, Mr. Horne will
be able to unilaterally determine the outcome bétalckholder votes and other stockholders will b@table to affect the outcome of any
stockholder vote.
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On August 15, 2002, the Securities Exchadgemission commenced a civil action against Mmdthy P. Horne alleging violations of
the Securities Exchange Act of 1934. The SEC ailehat Mr. Horne, a member of our Board of Direstaur controlling stockholder, and
former Chief Executive Officer and Chairman, reeeivconfidential information as an officer of Wadttglustries, Inc. (the "Company") and
used it to profit from trading he did in shareGantral Sprinkler Corp. in May 1999. The complail¢ged violations of Section 10(b) of the
Securities Exchange Act of 1934 and Rule 10b-5 pitgated thereunder based on insider trading.

Mr. Horne has entered into an agreemerit ihié SEC to settle the civil action. Pursuanh®dgreement, Mr. Horne, without admitting or
denying the allegations of the complaint filed bg SEC, has consented to the entry of a final jugragainst him which requires him to
disgorge profits gained as a result of the condlieged in the complaint, pay prejudgment intenglsis a civil money penalty, and which
permanently restrains and enjoins him from violagiof Section 10(b) of the Securities Exchangedhdt934 and Rule 10b-5 thereunder.

Shares of our Class A Common Stock eligible fotipglale could adversely affect the market pricewf Class A Common Stock

As of March 18, 2003 there were 18,873,3déres of our Class A Common Stock and 8,185,2@¢slof our Class B Common Stock
outstanding. All of the shares of Class A Commarckiare freely transferable without restrictiorfunther registration under the federal
securities laws, except for any shares held byaffiliates, sales of which will be limited by Rul&4 under the Securities Act of 1933. In
addition, under the terms of a registration rigggseement with respect to outstanding shares o€tags B Common Stock (8,185,224 shares),
the holders of our Class B Common Stock have riglitts respect to the registration of the underlyitass A common shares under the
Securities Act of 1933. Under these registratights, these Class B Common Stockholders may requite/o occasions that we register their
shares for public resale. If we are eligible to Bsem S-3 or similar shoform registration statement, these Class B ComntookBolders ma
require that we register their shares for publgate up to two times per year. If we elect to negiany of our shares of common stock for any
public offering, these Class B Common Stockhol@deesentitled to include shares of common stockénregistration. However, we may
reduce the number of shares proposed to be regjisierview of market conditions. We will pay allpnses in connection with any
registration, other than underwriting discounts aathmissions.

Pursuant to the exercise of these registraights, we have registered the resale of 1(H@Dshares of our Class A Common Stock
(underlying Class B Common Stock) on a Form S-¥shgistration statement. If Mr. Horne were tol sl of the registered shares into the
public market, or sell other shares owned by hiva,ttading price of our Class A Common Stock calddline.

Our Class A Common Stock has insignificant votioger

Our Class B Common Stock entitles its hidde ten votes for each share. Class B Commork$testitutes 30.3% of our total
outstanding common stock and 81.3% of the totadtantling voting power and thus is able to exemisentrolling influence over our busine
The Class A Common Stock entitles its holders t®awte per shar
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Provisions in our charter documents and Delawam taay prevent or delay an acquisition of us, whicbld decrease the value of our Clas
Common Stock

Our certificate of incorporation and bylasarsd Delaware law contain provisions that could eniakarder for a third party to acquire us
without the consent of our Board of Directors. Tdpsovisions include those that:

. authorize the issuance of up to 5,000,000 sharpsetérred stock in one or more series withoubaldtolder vote
. limit stockholders' ability to call special meetmy@nd
. establish advance notice requirements for nominatior election to the Board of Directors or fooposing matters that can be

acted on by stockholders at stockholder meetings.

Delaware law also imposes restrictions @ngars and other business combinations betweenduargy holder of 15% or more of our
outstanding common stock.

Restrictions in our revolving credit facility maynit our ability to pay dividends, incur additiondebt and make acquisitions and ot
investments

Our revolving credit facility contains opéional and financial covenants that restrict dailitt to make distributions to stockholders, in
additional debt and make acquisitions and otheestments unless we satisfy certain financial stscomply with various financial ratios. If
we do not maintain compliance with these covenantsgcreditors could declare a default under ouolkéng credit facility and our
indebtedness could be declared immediately dugayable. Our ability to comply with the provisioofsour revolving credit facility may be
affected by changes in economic or business camdifbeyond our control.

New Accounting Standard

In August 2001, the Financial Accountingr&tards Board (FASB) issued Financial Accountiran8ards Board Statement No. 143,
"Accounting for Asset Retirement Obligations" (FA&3) which requires companies to record the fdinevaf an asset retirement obligation as
a liability in the period it incurs a legal obligat associated with the retirement of tangible Wiagd assets that result from the acquisition,
construction, development and/or normal use ofdsts. The company must also record a corresgpimdirease in the carrying value of the
related long-lived asset and depreciate that castthe remaining useful life of the asset. Thbiligy must be increased each period for the
passage of time with the offset recorded as anatipgrexpense. The liability must also be adjusteadthanges in the estimated future cash
flows underlying the initial fair value measuremedbmpanies must also recognize a gain or losh®@sdttlement of the liability. The
provisions of FAS 143 are effective for fiscal yeaeginning after June 15, 2002. At the date oathaption of FAS 143, companies are
required to recognize a liability for all existiagset retirement obligations and the associated etfrement costs. We adopted FAS 143 and
our adoption was not material in our consolidatedricial statements.

Effective January 1, 2002, we also adoptiedncial Accounting Standards Board StatementlMd."Accounting for the Impairment or
Disposal of Long-Lived Assets" which addressesattmounting and reporting for the impairment or diy of long-lived assets. FAS 144
supercedes FAS 121, but retains many of the fundthprovisions of FAS 121. FAS 144 also superceédesccounting and reporting
provisions of Accounting Principles Board Opinion.N80, "Reporting the Results of Operations—Repgrthe Effects of Disposal of a
Segment of a Business, and Extraordinary, Unuswualrequently Occurring Events and Transactiqdd®B 30) for the disposal of a segm
of a business. However, FAS 144 retains the remérdgs of APB 30 to report discontinued operati@pasately and extends that reporting
requirement to components of an entity
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that has either been disposed of or is classiféededd for sale. FAS 144 excludes goodwill and oih&angibles that are not amortized from its
scope. Our former distribution center for the Gammearket was closed during fiscal 2002 due to oamufacturing restructuring plan. The
building is being actively marketed and we expkethuilding to be sold during fiscal 2003. In actzorce with FAS 144 we have classified
asset as an "Asset held for sale" in the Conse@liiBalance Sheet as of December 31, 2002, andcageng the asset at the fair value less ¢
to sell.

In April 2002, the FASB issued Financialchanting Standards Board Statement No. 145, "Resci®f FASB Statements No. 4, 44 and
64, Amendment of FASB Statement No. 13, and Tecthi@orrections” (FAS 145). FAS 145 rescinds FAS\d BAS 64 related to
classification of gains and losses on debt extsiguient such that most debt extinguishment gaindassés will no longer be classified as
extraordinary. FAS 145 also amends FAS 13 witheestp sale-leaseback transactions. We adopted the provisibR&8 145 effective



April 1, 2002, and the adoption was not materiadtio consolidated financial statements.

In July 2002, the FASB issued Financial &utting Standards Board Statement No. 146, "Acdogribr Costs Associated with Exit or
Disposal Activities" (FAS 146). The principal difence between this Statement and Issue 94-3 rétatissrequirements for recognition of a
liability for a cost associated with an exit orghsal activity. This Statement requires that ailiigtfor a cost associated with an exit or disgc
activity be recognized when the liability is incedlr Under Issue 94-3, a liability for an exit castdefined in Issue 94-3 was recognized at the
date of an entity's commitment to an exit plan. pravisions of this statement are effective foit exidisposal activities that are initiated after
December 31, 2002. We are currently evaluatingeffext of the adoption of FAS 146 will have on oessults of operations and financial
position.

In December 2002, the FASB issued Finanialounting Standards Board Statement No. 148, 8&nting for Stock-based
Compensation—Transition and Disclosure (FAS 148)s Btatement, which is effective for fiscal yeansling after December 15, 2002,
amends FAS 123 and provides alternative methottaie$ition for a voluntary change to the fair vahssed method of accounting for stock-
based compensation. In addition, FAS 148 amenddisisosure requirements of FAS 123 regardlesh@ftcounting method used to account
for stock-based compensation. We have chosen tincerto account for stock-based compensation g@i@yees using the fair value method
prescribed in APB No. 25. However we have adoptedenhanced disclosure provisions as defined by F#83hat are effective for
December 31, 2002.

In November 2002, the FASB issued Finans@lounting Standards Board Interpretation No."@yarantor's Accounting and Disclosure
Requirements for Guarantees, Including Indirectr@oi@es of Indebtedness of Others" (FIN 45). FINetfuires that a liability be recorded in
the guarantor's balance sheet upon issuance arargee. In addition, FIN 45 requires disclosutesuathe guarantees that an entity has is
including a roll-forward of the entity's product santy liabilities. We will apply the recognitiorrquisions of FIN 45 prospectively to
guarantees issued after December 31, 2002. Wedttned the disclosure provisions of FIN 45 effecibecember 31, 2002. We do offer
warranties, but the returns under warranty have lmeenaterial. The warranty reserve is part of @serve for sales returns and allowances, a
component of our allowance for doubtful accountg &¥e currently in the process of evaluating themq@al impact that the adoption of FIN
will have on our consolidated financial positiordaesults of operations.

In January 2003, the FASB issued Finar&galounting Standards Board Interpretation No. &&risolidation of Variable Interest
Entities” (FIN 46) which requires the consolidatminvariable interest entities by the primary béciafy of the entity if the equity investors in
the entity do not have the characteristics of arofimg financial interest or do not have sufficteequity at risk for the entity to finance its
activities without additional subordinated finan@apport from other parties. FIN 46 is effectioe &ll new variable interest entities created or
acquired after January 31, 2003. For
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variable interest entities created or acquiredrgdd-ebruary 1, 2003, the provisions of FIN 46 trhesapplied for the first interim or annual
period beginning after June 15, 2003 (Q3 of fi&203). We are currently evaluating the effect thatadoption of FIN 46 will have on our
results of operations and financial condition.

We are currently evaluating whether we wichg required to consolidate Jameco Internatidnal, in our fiscal 2003 financial statemer
Jameco International, LLC imports and sells vitieohina, imported faucets and faucet parts anditegdathroom accessories to the North
American retail market. Jameco International, LL&viormed on November 14, 1996. We have a 49%eisiten Jameco International, LLC
and we are not involved in the operations on aydskis. Loan amounts totaling $2,231,000 are dedun the carrying amount upon which
Jameco International, LLC accrues and pays intéoass. The agreement provides for 70% of net ircamto $500,000 to be allocated to us
and the amounts thereafter to be allocated in dec@e with membership interest. Its annual salesvelve months ended December 31, 2002
were $16,685,000. The assets of $3,821,000 ldstitles of $1,971,000, which excludes our loanJameco International, LLC are sufficient
to substantially cover the carrying amount $2,000,&hich is classified as "Other Assets: Otherdun Consolidated Balance Sheet. The a:
are comprised primarily of accounts receivable iardntory that we believe is collectable and sdkeabspectively within the normal course of
business.

Item 7A.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

We use derivative financial instrumentsnaiily to reduce exposure to adverse fluctuatiorfeiieign exchange rates, interest rates and
prices of certain raw materials used in the mariufag process. We do not enter into derivativaficial instruments for trading purposes. As
a matter of policy, all derivative positions areddgo reduce risk by hedging underlying economfmosxre. The derivatives we use are
instruments with liquid markets.

Our consolidated earnings, which are reggbim United States dollars are subject to traimsiaisks due to changes in foreign currency
exchange rates. This risk is concentrated in tiohaxge rate between the U.S. dollar and the elued))tS. dollar and the Canadian dollar; and
the U.S. dollar and the Chinese RMB.

Our foreign subsidiaries transact mostess, including certain intercompany transactiong&reign currencies. Such transactions



principally purchases or sales of materials andlareminated in European currencies or the U.Eamadian dollar. We use foreign currency
forward exchange contracts to manage the riskeelat intercompany purchases that occur duringtliese of a fiscal year and certain open
foreign currency denominated commitments to seltipcts to third parties. At December 31, 2002, a@ ho forward contracts to buy foreign
currencies and no unrealized gains or losses. 81 of the Notes to the Consolidated Finandiaieshents.

We have historically had a very low expestar changes in interest rates. Interest rate samggsed to mitigate the impact of interest rate
fluctuations on certain variable rate debt instrotae@nd reduce interest expense on certain fixedmatruments. Information about our long-
term debt including principal amounts and relatedriest rates appears in Note 11 of the Notesst@tnsolidated Financial Statements
included herein.

We purchase significant amounts of bromg®i, brass rod and cast iron, which are utilizecthanufacturing our many product lines. Our
operating results can be adversely affected bygdsmim commodity prices if we are unable to pasgetated price increases to our customers.
We manage this risk by monitoring related marketgs; working with our suppliers to achieve the immaxn level of stability in their costs al
related pricing, seeking alternative supply soumksn necessary and passing increases in comnuamdity to our customers, to the maximum
extent possible, when they occur. Additionally,eolimited basis, we use commaodity futures contretaanage this risk, but we did not in
2002. See Note 16 of the Notes to the Consolidéteancial Statements.
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tem 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

The index to financial statements is ineldidh page 40 of this Report.

tem 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACOUNTING AND FINANCIAL DISCLOSURE.

None.
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PART llI

Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT.

Directors

The information appearing under the captioformation as to Nominees for Director" in thedgstrant's Proxy Statement relating to the
Annual Meeting of Stockholders to be held on May2@03 is incorporated herein by reference. Witlpeet to Directors and Executive
Officers, the information appearing under the aaptiSection 16(a) Beneficial Ownership Reportingrtiance” in the Registrant's Proxy
Statement relating to the Annual Meeting of Stod#tars to be held on May 20, 2003 is incorporate®iheby reference.

Executive Officers

Information with respect to the executifiicers of the Company is set forth in Item 1 oftReport under the caption "Executive Officers
and Directors."

ltem 11. EXECUTIVE COMPENSATION.

The information appearing under the captidampensation Arrangements” in the RegistrantsyStatement relating to the Annual
Meeting of Stockholders to be held on May 20, 280Bcorporated herein by reference.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANDMANAGEMENT.

The information appearing under the captrincipal and Management Stockholders" in theieant's Proxy Statement relating to



Annual Meeting of Stockholders to be held on May2@03 is incorporated herein by reference.
Equity Compensation Plan Informatiol

The following table gives information abdlié shares of Class A Common Stock that may lkedsapon the exercise of options undel
Company's 1986 Incentive Stock Option Plan, 1988-Raoalified Stock Option Plan, 1996 Incentive St@jtion Plan and the Management
Stock Purchase Plan, as of December 31, 2002.abe does not include any shares for which shadeha@lpproval is being sought at the
annual meeting.

Number of shares remaining
available for future

Number of shares to be Weighted average issuance under equity
issued upon exercise of exercise price of compensation plans
outstanding options, outstanding options, (excluding shares reflected
warrants and rights warrants and rights in column (a))
Plan Category (a) (b) (c)

Equity compensation plans approvec

security holder: 1,687,49(1)% 13.5¢ 2,392,41/(2)
Equity compensation plans r

approved by security holde — — —

Total 1,687,49. $ 13.5¢ 2,392,41

(D) Represents 1,454,981 outstanding options underd8é Incentive Stock Option Plan, 1989 Non-Qualifgtock Option Plan, 1991
Directors' Non-Qualified Stock Option Plan, 1996dntive Stock Option Plan and the Management Stackhase Plan, and 232,511
outstanding restricted stock units under the Mameege Stock Purchase Plan.
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2) Includes 1,797,810 shares available for futureainsa under the 1996 Incentive Stock Option Plad 584,608 restricted stock un
available for future issuance under the Manager8&otk Purchase Plan.

ltem 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.

The information appearing under the capti@ampensation Arrangements-Certain RelationshigsRelated Transactions” in the
Registrant's Proxy Statement relating to the AniMéting of Stockholders to be held on May 20, 2B08corporated herein by reference.

Item 14. CONTROLS AND PROCEDURES.

(@) Evaluation of disclosure controls and procedu

As required by new Rule 13a-15 under theuBges Exchange Act of 1934, within the 90 dayismto the date of this report, we carried
out an evaluation under the supervision and wighpirticipation of our management, including oure€Executive Officer and Chief Financ
Officer, of the effectiveness of the design andrafien of our disclosure controls and procedureses upon that evaluation, our Chief
Executive Officer and Chief Financial Officer comdéd that our disclosure controls and proceduresffective to ensure that information
required to be disclosed by us in the reports Veeoii submit under the Exchange Act is recordegdggssed, summarized and reported, within
the time periods specified in the Securities andnaxge Commission's rules and forms. We continueview and document our disclosure
controls and procedures, including our internaltada and procedures for financial reporting, arayrfrom time to time make changes aimed
at enhancing their effectiveness and to ensureotitasystems evolve with our business. However noamagement, including our Chief
Executive Officer and our Chief Financial Officezcognizes that any set of controls and procedaematter how well designed and opere
can provide only reasonable, not absolute, assarahachieving the desired control objectives.

(b) Changes in internal controls.

In the course of the audit of our consdkddfinancial statements for the year ended DeceBithe2002, we became aware of deficiencies
in internal controls at Tianjin Tanggu Watts Val@empany Limited, or TWT, our joint venture locaiedlianjin, China. We learned that we
had not been maintaining adequate controls andtiegavith respect to (i) disbursements from a castount which had been established to
fund certain employee benefit programs, and (i8haeeceipts. After disclosing this deficiency te thudit Committee of our Board of
Directors, our Audit Committee retained independamditors and attorneys to investigate and repothis matter. We then took the followi



corrective actions to restore control over thisoart and cash receipts:

. Ceased paying for these employee benefit prograrsgh an account maintained by our joint ventuener and now pay on
properly authorized obligations directly from arcaent maintained by TWT;

. Implemented tighter reporting and management ogktsiver the account and cash collections.

We believe that we now have establishedaeably effective internal controls to avoid ansttier impairment of the assets and liabilities
of TWT.
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PART IV

ltem 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTSON FORM 8K.

(a)(1) Financial Statements

The following financial statements are ut#d in a separate section of this Report commgrairthe page numbers specified below:

Report of Independent Audito 47
Consolidated Statements of Operations for the tvalenths ended December

2002, December 31, 2001 and December 31, 48
Consolidated Balance Sheets as of December 31, &D2001 49
Consolidated Statements of Stockholders' Equitytfertwelve months ended

December 31, 2002, 2001 and 2( 5C
Consolidated Statements of Cash Flows for the ®vetenths ended December

31, 2002, 2001 and 20C 51
Notes to Consolidated Financial Stateme 52-78

All other schedules for which provisiomigde in the applicable accounting regulations ef3kcurities and Exchange Commission are
included in the Notes to the Consolidated Finan8tatements, or are not required under the relagtdictions or are inapplicable, and
therefore have been omitted.

(2)(3) Exhibits

Exhibits 10.1-10.7, 10.9, 10.17, 10.23 48?7 constitute all of the management contraatscampensation plans and arrangements of
the Company required to be filed as exhibits te #kmnual Report. Upon written request of any stotttér to the Chief Financial Officer at the
Company's principal executive office, the Compaiily provide any of the Exhibits listed below.

Exhibit No. Description and Location

2.1  Distribution Agreement between Watts Industries, Bnd CIRCOR International, Inc.(2

3.1 Restated Certificate of Incorporation, as amend&jy

3.2  Amended and Restated -Laws, as amended July 24, 2002

9.1  Horne Family Voting Trust Agreement-1991 dated a®ctober 31, 1991(2), Amendments dated Novembgi996(18),
February 24, 1997(18), June 5, 1997(18), Augusii2687(18), and October 17, 1997(21), an extensimerAdment dated
October 25, 2001(27) and an extension Amendmeerdda¢ptember 3, 200z

9.2 The Amended and Restated George B. Horne Votingtkgreemer-1997 dated as of September 14, 1999.

10.1  Supplemental Compensation Agreement effective &epfember 1, 1996 between the Registrant and minftHorne.(14),



Amendment No. 1, dated July 25, 2000(23), and Ameaard No. 2 dated October 23, 200
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10.z  Deferred Compensation Agreement between the Ragtsind Timothy P. Horne, as amendec
10.2  Indemnification Agreement between the Registradt Bimothy P. Horne dated August 7, 200
10.4 1996 Stock Option Plan, dated October 15, 1996@r],First Amendment dated February 28, 20
10.5 1989 Nonqualified Stock Option Plan.{
10.€  Watts Industries, Inc. Retirement Plan for SalaBetpbloyees dated December 30, 1994, as amende@stated effective as
of January 1, 1994,(12), Amendment No. 1(14), Ammeewdt No. 2(14), Amendment No. 3(14), Amendment Ndated
September 4, 1996.(18), Amendment No. 5 dated #piud998, Amendment No. 6 dated May 3, 1999(aajl Amendment
No. 7 dated June 7, 1999.(-
10.7  Watts Industries, Inc. Pension Plan (amended astdtezl effective as of January 1, 1997),* and Rirsendment dated
October 25, 2002.
10.6  Registration Rights Agreement dated July 25, 183
10.€  Executive Incentive Bonus Plan, as amended.
10.1C Indenture dated as of December 1, 1991 betweeRehéstrant and The First National Bank of BostanTeustee, including
form of 83/ 8% Note Due 2003.(8)
10.11  Amended and Restated Stock Restriction Agreemdatidactober 30, 1991(2), Amendment dated Augusi287.(18)
10.1z2  Watts Industries, Inc. 1991 N-Employee Directors' Nonqualified Stock Option Pin@Amendment No. 1.(1¢
10.1:  Watts Industries, Inc. 2003 N-Employee Directors' Stock Option Plai
10.1¢  Letters of Credit relating to retrospective paigdansurance programs.(1
10.1¢  Form of Stock Restriction Agreement for managensémtkholders.(5
10.1¢  Loan Agreement dated September 1987 with, andegtldibrtgage to, N.V. Sallandsche Bank
10.17  Agreement of the sale of shares of Intermes, S, [RBAF Holding A.G. and the participations in Mgitope Due S.R.L. dated
November 6, 1992.(¢
10.1¢  Revolving Credit Agreement dated as of February2®82 among the Registrant, Watts Regulator Cot{dNadustries
Europe B.V., the lenders listed therein and Flestidhal Bank, as Administrative Agent.(z
10.1¢  Watts Industries, Inc. Management Stock Purchase &ited October 17, 1995(13), Amendment No. ldda&tgyust 5, 1997.
(18), Amendment No 2, dated November 1, 1999, Ameard No. 3 dated March 1, 200:
10.2C  Stock Purchase Agreement dated as of June 19,H986d among Mueller Co., Tyco Valves Limited, Wdttvestment
Company, Tyco International Ltd. and Watts Indestrinc.(16
41
10.21  Guaranty dated as of February 28, 2002 among thestRant Watts Investment Company, Watts Spaceméhker Watts
Distribution Company, Inc., Anderson-Barrows Met@lsrporation, Watts Drainage Products, Inc., Webétdve, Inc. and
Jameco Industries, Inc. in favor of Fleet NatidBahk and the lenders under the Revolving Credieagrent dated
February 28, 2002 Revolving Credit Agreement.(24)
10.2z2  Promissory Note dated as of May 9, 2002 issued bjtd\Regulator Company and Watts Industries, latcarowers.(26



10.2:  Separation and Release Agreement by and betwedetjistrant and Michael O. Fifer dated Decembe2802.*
11  Statement Regarding Computation of Earnings perr@omShare.(19
21  Subsidiaries.
23  Consent of KPMG LLP.
99.1  Certification Pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarl-Oxley Act of 2002.*

99.2  Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarl-Oxley Act of 2002.*

1) Incorporated by reference to relevant exhibit tgiBteant's Form 10-Q for quarter ended SeptembeP@02.

2) Incorporated by reference to relevant exhibit tgiReant's Form -K dated November 14, 199

3) Incorporated by reference to relevant exhibit tgiRteant's Form 10-K for the year ended June 38919

4) Incorporated by reference to relevant exhibit tgiBeant's Form S-1 (No. 33-6515) dated June 18619

(5) Incorporated by reference to relevant exhibit tgiReant's Form -1 (No. 3:-6515) as part of the Second Amendment to such -1
dated August 21, 1986.

(6) Incorporated by reference to relevant exhibit tgiBteant's Form S-1 (No. 33-27101) dated Februéry1 289.

) Incorporated by reference to relevant exhibit tgiReant's Amendment No. 1 to Form 10-K for yeadeshJune 30, 1992.

(8) Incorporated by reference to relevant exhibit tgiBeant's Form 1-K for year ended June 30, 19¢

9) Ilné:;zrporated by reference to relevant exhibit tgiBeant's Amendment No. 2 dated February 22, 18%rm 8-K dated November 6,

(10) Incorporated by reference to relevant exhibit tgiReant's Form 1-K for year ended June 30, 19¢

(11) Intentionally omitted

(12) Incorporated by reference to relevant exhibit tgiReant's Form 10-K for year ended June 30, 1995.
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(13) Incorporated by reference to relevant exhibit tgiReant's Form S-8 (No. 33-64627) dated NovemBer1295.

(14) Incorporated by reference to relevant exhibit tgiBeant's Form 1-K for year ended June 30, 19¢

(15) Incorporated by reference to relevant exhibit tgiReant's Form -8 (No. 33:-32685) dated August 1, 19¢

(16) Incorporated by reference to relevant exhibit tgiReant's Form 8-K dated September 4, 1996.

(17) Intentionally omitted.

(18) Incorporated by reference to relevant exhibit tgiReant's Form 1-K for year ended June 30, 19¢

(19) Incorporated by reference to notes to ConsolidBirdncial Statements, Note 2 of this Rep

(20) Incorporated by reference to exhibit 2.1 to CIRCIdfrnational, Inc. Amendment No. 1 to its registna statement on Form 10 filed
on September 22, 1999. (File No. 000-26961).

(21) Incorporated by reference to relevant exhibit tgiBeant's Form 1-K for year ended June 30, 19¢

(22) Incorporated by reference to relevant exhibit tgiReant's Form 10-K for year ended June 30, 1999.

(23)

Incorporated by reference to relevant exhibit tgiBteant's Form 10-Q for quarter ended SeptembgP@00.



(24) Incorporated by reference to relevant exhibit tgiReant's Form 10Q for the quarter ended Marc2802.

(25) This Guaranty is substantially similar in all m@érespects to the Guaranties entered into by 3\@dtzzaniga S.p.A. and Watts Oc
B.V.

(26) This Note is substantially similar in all mateniabpects to all other Notes issued to the sharetsfaf Hunter Innovations, Inc.
(27) Incorporated by reference to relevant exhibit tgiReant's Form 1-K for the year ended December 31, 2C

* Filed as an exhibit to this Annual Report with 8ecurities and Exchange Commission

(b) Reports on Form 8-K

There were no reports filed on Form 8-Ktfoe quarter ending December 31, 2002.
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, ribgistrant has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

WATTS INDUSTRIES, INC.

By: /sl PATRICK S. O'KEEFE

Patrick S. O'Keefe
Chief Executive Officer
President and Directo

DATED: March 26, 200:

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beenesidgrelow by the following persons on behalf
of the registrant and in the capacities and orddtes indicated.

Signature Title Date

/sl PATRICK'S. O'KEEFE Chief Executive Office

President and Director March 26, 2003

Patrick S. O'Keefi

/s/ WILLIAM C. MCCARTNEY Chief Financial Officer and Treasurer (Principal

Financial and Accounting Officer), Secretary

March 26, 2003
William C. McCartney

/s/ GORDON W. MORAN

Chairman of the Board March 26, 2003
Gordon W. Morar
/s TIMOTHY P. HORNE
Director March 26, 2003
Timothy P. Horne
/s/ KENNETH J. MCAVOY
Director March 26, 2003

Kenneth J. McAvoy

/s/ DANIEL J. MURPHY, IlI Director March 26, 2003




Daniel J. Murphy, llI

Isi ROGER A. YOUNG
Director March 26, 2003

Roger A. Younc
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WATTS INDUSTRIES, INC.
CERTIFICATION PURSUANT TO
SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

CERTIFICATIONS
I, Patrick S. O'Keefe, certify that:
1. | have reviewed this annual reporfFonm 10-K of Watts Industries, Inc.

2. Based on my knowledge, this annuadriedoes not contain any untrue statement of &niahfact or omit to state a material fact
necessary to make the statements made, in lightdafircumstances under which such statementsmwade, not misleading with respect to the
period covered by this annual report;

3. Based on my knowledge, the finansiatements, and other financial information inctidethis annual report, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this annual
report;

4. The registrant's other certifyingicdfs and | are responsible for establishing anithtai@aing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-14)He registrant and we have:

a) designed such disclosure controlsprnodedures to ensure that material informatioatirg) to the registrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this annual repor
being prepared;

b) evaluated the effectiveness of thggsteant's disclosure controls and procedures asdafte within 90 days prior to the filing
date of this annual report (the "Evaluation Datetjd

c) presented in this annual report auratusions about the effectiveness of the discksontrols and procedures based on our
evaluation as of the Evaluation Date;

5. The registrant's other certifyingicdfs and | have disclosed, based on our most resatuation, to the registrant's auditors and the
audit committee of registrant's board of direc{@rspersons performing the equivalent function):

a) all significant deficiencies in thesign or operation of internal controls which coattversely affect the registrant's ability to
record, process, summarize and report financia datl have identified for the registrant's auditorng material weaknesses in internal
controls; and

b) any fraud, whether or not materiattinvolves management or other employees who aaugnificant role in the registrant's
internal controls; and

6. The registrant's other certifyingicéfs and | have indicated in this annual reporétivar or not there were significant changes in
internal controls or in other factors that coulginsficantly affect internal controls subsequenthte date of our most recent evaluation, inclu
any corrective actions with regard to significaefidiencies and material weaknesses.

Date: March 26, 2003 Is/ PATRICK S. O'KEEFE

Patrick S. O'Keefe
Chief Executive Office
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WATTS INDUSTRIES, INC.
CERTIFICATION PURSUANT TO
SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

CERTIFICATIONS
[, William C. McCartney, certify that:
1. I have reviewed this annual reporfomm 10-K of Watts Industries, Inc.

2. Based on my knowledge, this annuadredoes not contain any untrue statement of @mahfact or omit to state a material fact
necessary to make the statements made, in lightdafircumstances under which such statementsmwade, not misleading with respect to the
period covered by this annual report;

3. Based on my knowledge, the finansfatements, and other financial information inctlidtethis annual report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this annual
report;

4. The registrant's other certifyingicdfs and | are responsible for establishing anithtaiaing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-1#he registrant and we have:

a) designed such disclosure controlspandedures to ensure that material informatioatirg to the registrant, including its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during teriod in which this annual repor
being prepared;

b) evaluated the effectiveness of tiggsteant's disclosure controls and procedures asdafte within 90 days prior to the filing
date of this annual report (the "Evaluation Datafjcl

c) presented in this annual report auratusions about the effectiveness of the disclsontrols and procedures based on our
evaluation as of the Evaluation Date;

5. The registrant's other certifyingicéfs and | have disclosed, based on our most rewatuation, to the registrant's auditors and the
audit committee of registrant's board of direc{arspersons performing the equivalent function):

a) all significant deficiencies in thesijn or operation of internal controls which coattversely affect the registrant's ability to
record, process, summarize and report financia datl have identified for the registrant's auditong material weaknesses in internal
controls; and

b) any fraud, whether or not materiahttinvolves management or other employees who aaignificant role in the registrant's
internal controls; and

6. The registrant's other certifyingicdfs and | have indicated in this annual reporétiver or not there were significant changes in
internal controls or in other factors that coulginsficantly affect internal controls subsequenthe date of our most recent evaluation, inclu
any corrective actions with regard to significaeficiencies and material weaknesses.

Date: March 26, 2003 /s/ WILLIAM C. MCCARTNEY

William C. McCartney
Chief Financial Officer and Treasurt
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Independent Auditors' Report

The Board of Directors and Stockholders
Watts Industries, Inc



We have audited the accompanying conselitbalance sheets of Watts Industries, Inc. ansidiabies as of December 31, 2002 and
2001, and the related consolidated statementsevhtipns, stockholders' equity, and cash flows#mwh of the years in the three-year period
ended December 31, 2002. These consolidated fialesteitements are the responsibility of the Comisamanagement. Our responsibility is to
express an opinion on these consolidated finastagéments based on our audits.

We conducted our audits in accordance wadtthiting standards generally accepted in the UrBtates of America. Those standards rec
that we plan and perform the audit to obtain reabnassurance about whether the financial statisraea free of material misstatement. An
audit includes examining, on a test basis, evidesopporting the amounts and disclosures in then6iilsh statements. An audit also includes
assessing the accounting principles used and gignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the consolidated finanattements referred to above present fairly, imallerial respects, the financial position of Watts
Industries, Inc. and subsidiaries as of Decembg302 and 2001, and the results of their operatéord their cash flows for each of the years
in the three-year period ended December 31, 200&nformity with accounting principles generallycapted in the United States of America.

As discussed in Note 2 to the financialesteents, effective January 1, 2002, the Compangggtiits method of accounting for goodwill
and other intangible assets based on the adogtiBimancial Accounting Standards No. 142, "Goodwaild Other Intangible Assets."

KPMe LLP

Boston, Massachusetts
February 12, 2003,
except as to Note 19
which is as of

March 25, 2003.
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Watts Industries, Inc. and Subsidiaries
Consolidated Statements of Operations

(Amounts in thousands, except per share information

For the Twelve Months Ended
December 31,

2002 2001 2000
Net sales $ 615,52t $ 548,94( $ 516,10(
Cost of goods sol 406,80¢ 365,40¢ 330,79¢
GROSS PROFI 208,72( 183,53. 185,30
Selling, general and administrative exper 150,55: 131,79 125,31°
Restructuring and other charg 63€ 1,454 —
OPERATING INCOME 57,52¢ 50,28: 59,981
Other (income) expens
Interest income (992 (68E) (827)
Interest expense 8,69: 9,42: 9,891
Other (389) 1,37¢ 1,70¢
7,311 10,11t 10,77t
INCOME FROM CONTINUING OPERATION(
BEFORE INCOME TAXES 50,21¢ 40,16¢ 49,21
Provision for income taxe 17,59¢ 13,61: 18,04

INCOME FROM CONTINUING OPERATIONS 32,62 26,55¢ 31,171



Loss from discontinued operations, net of te

NET INCOME

Basic EPS

Income (loss) per shar
Continuing operation
Discontinued operatior

NET INCOME

Weighted average number of sha

Diluted EPS

Income (loss) per shar
Continuing operations
Discontinued operations

NET INCOME

Weighted average number of sha

Dividends per shar

— — (7,170
$ 32620 $ 2655t $ 24,00
| | |
$ 1.2: $ 1.0C $ 1.1¢
— — (0.27)

$ 1.2: $ 1.0C $ 0.91
| | |
26,71¢ 26,49’ 26,40¢
| | |
$ 1.21 $ 0.9¢ $ 1.17
— — (0.27)

$ 1.21 $ 0.9¢ $ 0.9¢
| | |
27,05¢ 26,80: 26,557
| | |
$ 0.24C $ 0.24C $ 0.26¢
| | |

The accompanying notes are an integral part okthessolidated financial statements.

Watts Industries, Inc. and Subsidiaries
Consolidated Balance Sheets

(Amounts in thousands, except share information)

ASSETS
CURRENT ASSETS

Cash and cash equivalel

December 31

2002

2001

Trade accounts receivable, less allowance for doludtcounts of $7,322 in 20(

and $6,070 in 200

Inventories, ne

Prepaid expenses and other as
Deferred income taxe

Asset held for sal

Total Current Asset

PROPERTY, PLANT AND EQUIPMENT, NE’

OTHER ASSETS

Goodwill, net of accumulated amortization of $1 /88 2002 and 200

Other

TOTAL ASSETS

$ 10,971 $ 11,99°
123,50 95,49¢
133,41t 115,86
10,73 7,087

27,70¢ 25,32¢

2,46¢ 34¢

308,79t 256,12
134,37t 128,60t
163,22t 124,54
28,11/ 11,19¢

$ 634,51 $ 520,47(
I



LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:

Accounts payabl $ 64,70¢ $ 42,87
Accrued expenses and other liabilit 69,20: 55,93(
Accrued compensation and bene 15,51« 11,03:
Current portion of lon-term deb! 82,21 3,69:
Total Current Liabilities 231,63: 113,52¢
LONG-TERM DEBT, NET OF CURRENT PORTIO 56,27¢ 123,21
DEFERRED INCOME TAXES 20,79: 15,69:
OTHER NONCURRENT LIABILITIES 19,74: 11,41«
MINORITY INTEREST 10,13¢ 7,30¢
STOCKHOLDERS' EQUITY
Preferred Stock, $.10 par value; 5,000,000 sharém®ezed; no shares issued or
outstanding — —
Class A Common Stock, $.10 par value; 80,000,0@0eshauthorized; 1 vote per
share; issued and outstanding, 18,863,482 shag80mhand 17,776,509 shares i
2001 1,88¢ 1,77¢
Class B Common Stock, $.10 par value; 25,000,08@eshauthorized; 10 votes pi
share; issued and outstanding, 8,185,224 shag80 and 8,735,224 shares in
2001 81¢ 874
Additional paic-in capital 45,13 37,18
Retained earning 259,89: 233,76:
Accumulated other comprehensive inca (11,799 (24,28))
Total Stockholders' Equit 295,93t 249,31
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 634,51 $ 520,47(
I

The accompanying notes are an integral part oktheasolidated financial statements.
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Watts Industries, Inc. and Subsidiaries
Consolidated Statements of Stockholders' Equity
(Amounts in thousands, except share information)

Class A Class B
Common Stock Common Stock Accumulated
Additional Other Total
Paid-In Retained Comprehensive Treasury Stockholders'
Shares Amount Shares Amount Capital Earnings Income Stock Equity
Balance at December 31, 18 16,888,50 $ 1,68¢ 9,485,24° $ 94¢ $ 35,33( $ 196,73. $ (15,199 $ — $ 219,50:.

Comprehensive incom

Net income 24,00: 24,00:

Cumulative translation

adjustmen (4,529 (4,529

Comprehensive incomnr 19,47:

Shares of Class B Common Stoc
converted to Class A Common
Stock 250,02 25 (250,029 (25)
Shares of Class A Common Stoc
issued upon the exercise of stoc
options 39,60¢ 4 30¢ 31z
Purchase of treasury stock, 10,0
shares @ co: (10%) (105)
Retirement of treasury stor (20,000 ) (104 108
Net change in restricted stock ur 57,82¢ 6 461 467
Common Stock dividenc (7,107) (7,107)




Balance at December 31, 2C
Comprehensive incom

Net income
Cumulative translation
adjustmen

Comprehensive incorr

Shares of Class B Common Stoc
converted to Class A Common
Stock

Shares of Class A Common Stoc
issued upon the exercise of stoc
options

Purchase of treasury stock, 110,
shares @ cot

Retirement of treasury sto
Net change in restricted stock ur

Common Stock dividenc

Balance at December 31, 20C
Comprehensive income

Net income

Cumulative translation
adjustment

Pension plan additional
minimum liability, net of tax
of $2,444

Comprehensive income

Shares of Class B Common Stoc
converted to Class A Common
Stock

Shares of Class A Common Stoc
issued upon the exercise of stoc
options

Net change in restricted stoct
units

Common Stock dividends

Balance at December 31, 20C

17,225,96 $ 1,72 9,23522. $ 924 $ 3599 $ 213,62 $ (19,72 $ — % 232,54;
26,55¢ 26,55¢
(4,559 (4,55%)
22,00¢

500,00! 50 (500,000 (50)
110,51( 11 1,572 1,58¢
(1,385 (1,385

(110,300 (11) (1,379 1,38¢

50,33 5 98¢ 992
(6,427 (6,42)
17,776,50 $ 1,77¢  8,73522. $ 874 $ 37,18. $ 233,76 $ (24,28) $ — 3 249,31
32,62 32,62
16,47¢ 16,47¢
(3,98¢) (3,98¢)
45,10¢

550,00 55 (550,000 (55)
501,64t 50 7,15: 7,20z
35,32; 3 79¢ 801
(6,490) (6,490)
18,863,48 $ 1,88¢  8,18522: $ 81¢ $ 4513. $ 259,89 $ (11,799 $ — 3 295,93

The accompanying notes are an integral part oktheasolidated financial statements.
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Watts Industries, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

(Amounts in thousands)

For the Twelve Months Ended
December 31,

2002 2001 2000
OPERATING ACTIVITIES
Income from continuing operatiol $ 32,62 $ 26,55¢ $ 31,17!
Adjustments to reconcile net income from continuipgrations to net cast
provided by continuing operating activitie
Depreciatior 21,817 19,97: 16,96!
Amortization 477 3,70 3,10¢
Deferred income taxes (benet 1,88¢ (3,427 1,38(
Loss/(Gain) on disposal of property, plant and pougnt (1349 1,92¢ 29¢



Equity in undistributed earnings/(loss) of affiéa (101 6 (120
Changes in operating assets and liabilities, neffetts from busines
acquisitions and divesture

Accounts receivabl (13,762) 6,29t (5,544
Inventories (2,764 4,21: 3,64¢
Prepaid expenses and other as (3,40%) (780) 5,52¢
Accounts payable, accrued expenses and otheliitied 14,791 (7,230) 1,328
Net cash provided by continuing operatis 51,42t 51,231 57,75¢
INVESTING ACTIVITIES
Additions to property, plant and equipmi (29,599 (16,04 (14,239
Proceeds from the sale of property, plant and eqei 3,194 267 587
Decrease/(Increase) in other as! (1,189 50¢ (61€)
Business acquisitions, net of cash acqu (26,23)) (42,977 (9,987)
Net cash used in investing activiti (43,82) (58,249 (24,249
FINANCING ACTIVITIES
Proceeds from lor-term borrowings 122,91° 124,99: 71,00(
Payments of lor-term debt (137,51) (114,03) (92,43()
Proceeds from exercise of stock optir 8,00: 2,57¢ 78C
Dividends (6,490 (6,427) (7,107%)
Purchase and retirement of common st — (1,385 (105)
Net cash provided by/(used in) financing activi (13,089 5,72¢ (27,862)
Effect of exchange rate changes on cash and casvaénts 2,281 (214) (49¢)
Net cash provided by/(used in) discontinued opena 2,17¢ (1,740 (2,929
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT (1,029 (3,239 2,21¢
Cash and cash equivalents at beginning of 11,99% 15,23t 13,01¢
CASH AND CASH EQUIVALENTS AT END OF YEAF $ 10,97: $ 11,997 $ 15,23t

NON CASH INVESTING AND FINANCING ACTIVITIES
Acquisition of businesse

Fair value of assets acquir $ 66,17¢ $ 64,95, $ 10,82¢
Cash paid, net of cash acquil 26,23: 42,977 9,98
Liabilities assume: $ 39,94 $ 21,97: $ 844

The accompanying notes are an integral part oktbessolidated financial statements.
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Watts Industries, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
(1) Description of Business

Watts Industries, Inc. (the Company) designanufactures and sells an extensive line ofegaénd other products for the water quality,
water safety, water flow control and water constiovemarkets located predominantly in North AmeriEarope, and Asia.

(2) Accounting Policies



Principles of Consolidatiol

The consolidated financial statements idelthe accounts of the Company and its majorityveimolly owned subsidiaries. Upon
consolidation, all significant intercompany accauand transactions are eliminated.

Cash Equivalents
Cash equivalents consist of highly liguigéstments with maturities of three months or &gbe date of original issuance.
Allowance for Doubtful Accoun

Allowance for doubtful accounts are accedrfor by analyzing the aging of accounts receiaibidividual accounts receivable, historical
bad debts and allowances, concentration of reckigdly customer, customer credit worthiness, ctigeanomic trends and changes in
customer payment terms.

Concentration of Credit

The Company sells products to a diversifiestomer base and, therefore, has no signifiaamtantrations of credit risk, except that
approximately 10.2% of the Company's total saleX)d2 are to The Home Depot, Inc.

Inventories

Inventories are stated at the lower of ¢fst-in, first-out method) or market. Market valis determined by replacement cost or net
realizable value. Historical experience is usethasasis for determining the value of our excesshgolete inventories.

Goodwill and Other Intangible Assets

Goodwill represents the excess of cost twefair value of net assets of businesses aajulitee Company adopted Financial Accounting
Standards Board Statement No. 141, "Business Catibins" (FAS 141) in fiscal 2001 and Financial Agoting Standards Board Statement
No. 142, "Goodwill and Other Intangible Assets" &A42) on January 1, 2002. FAS 141 requires tiaptinchase method of accounting
used for all business combinations initiated aftere 30, 2001. FAS 141 also specifies the critbgaiintangible assets acquired in a purchase
method business combination must meet in ordee teebognized and reported apart from goodwill. B4 requires that goodwill and
intangible assets with indefinite useful lives nader be amortized, but instead be tested for impait, at least annually. FAS 142 also
requires that intangible assets with definite ulskiefas be amortized over their respective estimatseful lives to their estimated residual va
and reviewed for impairment in accordance with Reial Accounting Standards Board Statement No. 14dcounting for the Impairment or
Disposal of Long-Lived Assets" (FAS 144).
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FAS 142 requires the Company to perfornassessment of whether there is an indication tigatemaining recorded goodwill is impail
as of the date of adoption. This assessment ing@uo-step transitional impairment test. To agaih this, the Company must identify its
reporting units and determine the carrying valueath reporting unit by assigning the assets ailities, including the existing goodwill and
intangible assets, to those reporting units aso@idry 1, 2002. To the extent that a reportingsindrrying amount exceeds its fair value, an
indication exists that the reporting unit's goodiwihy be impaired and the Company must perfornmséoend step of the transitional
impairment test. Any transitional impairment losfl tve recognized as a cumulative effect of a cleaimgaccounting principle. In connection
with the adoption of FAS 142, the Company has cetepl the first step of the transitional goodwiliairment test, which requires the
Company to compare the fair value of its reportings to the carrying value of the net assets efréspective reporting units as of January 1,
2002. Based on this analysis, the Company has ededlthat no impairment existed at the time of #dapand accordingly, the Company has
not recognized any transitional impairment loss.

FAS 142 also requires goodwill to be testedually and between annual tests if events amcaircumstances change that would more
likely than not reduce the fair value of a repagtimit below its carrying amount. The Company Hasted to perform its annual tests for
indications of goodwill impairment as of the endistal October of each year. The Company perforitgefiscal 2002 annual test as of
October 27, 2002 and concluded that no impairmeiste.

The effect of the adoption of the standamgrior period earnings, excluding goodwill amzation expense, net of tax, is as follows:

Twelve Months Ended
December 31,

2002 2001 2000




(in thousands, except
per share information)

Net income, as reporte $ 3262 $ 26,55¢ $ 24,00:
Add back: goodwill amortization, net of ti — 3,22( 2,66¢
Adjusted net incom $ 3262 $ 29,77¢ $ 26,66¢

Basic earnings per shai

Net income, as reporte $ 12z % 1.0C $ 0.91
Goodwill amortizatior — 0.12 0.1C
Adjusted net incom $ 122 $ 112 $ 1.01

Diluted earnings per shat

Net income, as reporte $ 121 % 09¢ $ 0.9
Goodwill amortizatior — 0.1z 0.1C
Adjusted net incom $ 121 $ 111 $ 1.0C
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The changes in the carrying amount of gabdev the twelve months ended December 31, 20@2as follows:

(in thousands)

Carrying amount as of December 31, 2 $ 124,54
Goodwill acquired during the ye 30,66:
Effect of change in rates used for transla 8,02(
Carrying amount as of December 31, 2 $ 163,22¢

|

Amortized Intangible Assets include thddaling and are presented in "Other Assets: "Otharthe Consolidated Balance Sheet:

As of December 31, 2002

Gross Carrying Accumulated
Amount Amortization

(in thousands)

Patents $ 8,35 $ (3,44%)
Other 15,14« (917)
Total $ 23,497 $ (4,362)

Aggregate amortization expense for amadtiztmer intangible assets for the twelve monthsedridecember 31, 2002 was $477,000.
Additionally, future amortization expense on othgangible assets approximates $597,000 for fi26aB, $542,000 for fiscal 2004 and
$521,000 for fiscal 2005, 2006 and 2007.

Prior to the adoption of FAS 141 and FA2,1goodwill was amortized over 40 years using theght-line method. Also, the Company
previously assessed the recoverability of intargéssets by determining whether the intangiblet dsdance can be recovered through
undiscounted cash flows of the acquired busine3g¢esamount of impairment, if any, was measure@das projected discounted future
operating cash flows using a discount rate refigcthe Company's average cost of funds.

Property, Plant and Equipme

Property, plant and equipment are recoedexbst. Depreciation is provided on a straighe-liasis over the estimated useful lives of the
assets, which range from 10 to 40 years for bugisliand improvements and 3 toyears for machinery and equipme



Income Taxe

Income taxes are accounted for under thetamd liability method. Deferred tax assets @tllities are recognized for the future tax
consequences attributable to differences betweefirtancial statement carrying amounts of existingets and liabilities and their respective
tax bases and operating loss and tax credit carwalrds. Deferred tax assets and liabilities arasueed using enacted tax rates expected to
apply to taxable income in the years in which thieseporary differences are expected to be recovarsdttled. The effect on deferred tax
assets and liabilities of a change in tax ratesdsgnized in income in the period that includesdhactment date.

54

Foreign Currency Translatio

The financial statements of subsidiariested outside the United States generally are megésising the local currency as the functional
currency. Balance sheet accounts, including goddefiforeign subsidiaries are translated into BdiStates dollars at fiscal year end exchange
rates. Income and expense items are translatedighied average exchange rates for each periodr&detiation gains or losses are include
other comprehensive income, a separate componatwadholders’ equity. The Company does not profadé&).S. income taxes on foreign
currency translation adjustments since it doepnotide for such taxes on undistributed earning®ign subsidiaries. Gains and losses from
foreign currency transactions of these subsidiaiesncluded in net earnings.

Stock Based Compensation

The Company accounts for stock based cosgtiems in accordance with Accounting PrinciplesuBioOpinion No. 25, "Accounting for
Stock Issued to Employees” (APB No. 25), and relateerpretations. The Company records stock basatpensation expense associated with
its Management Stock Purchase Plan due to theutisémm market price. Stock-based compensatioresg is amortized to expense on a
straight-line basis over the vesting period. THB¥ang table illustrates the effect on reported imeome and earnings per common share if the
Company had applied the fair value method to measstock-based compensation, which is describee fatly in Note 13 as required under
the disclosure provisions of Financial Accountirigrélards Board No. 123, "Accounting for Stock-BaSednpensatiofl (FAS 123) as
amended by Financial Accounting Standards BoardlM8."Accounting for Stock-Based Compensation Titemmsand Disclosure"(FAS 148).

Twelve Months Twelve Months Twelve Months
Ended Ended Ended
December 31, December 31, December 31,
2002 2001 2000

(in thousands)

Net income, as reporte $ 32,62: $ 26,55¢ $ 24,00:

Add: Stock-based employee compensati

expense from the Management Stock

Purchase Plan included in reported net

income, net of ta: 228 282 74

Deduct: Stock-based employee expense
determined under the fair value method,
of tax:

Restricted stock units (Management

Stock Purchase Pla (97) (92 (73)
Employee stock optior (58%) (561) (489)
Proforma net incom $ 32,16 $ 26,18 $ 23,51

Earnings per shar

Basic—as reportet $ 122 $ 1.0 $ 0.91
Basic—proforma 1.2C 0.9¢ 0.8¢
Dilutive—as reportel 1.21 0.9¢ 0.9C
Dilutive—proforma $ 11¢ % 0.9t $ 0.8¢
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Net Income Per Common Shz

Basic net income per common share is caled|by dividing net income by the weighted avemragaber of common shares outstanding.

The calculation of diluted earnings per share agsutime conversion of all dilutive securities (seseNL3).

Net income and number of shares used t@atemet earnings per share from continuing opmratibasic and assuming full dilution, are

reconciled below:

Twelve Months Ended
December 31, 2002

Twelve Months Ended
December 31, 2001

Twelve Months Ended
December 31, 2000

Income from Per Income from Per Income from Per
Continuing Share Continuing Share Continuing Share
Operations Shares Amount Operations Shares Amount Operations Shares  Amount
(Amounts in thousands, except per share information
Basic EP< $ 32,62: 26,71¢ $ 1.2z $ 26,55¢ 26,497 $ 1.0C $ 31,17 26,40¢ $ 1.1¢
Dilutive securities
principally common
stock options — 33¢ 0.01 — 30t 0.01 14z 0.01
Diluted EPS $ 32,62: 27,05¢ $ 121 % 26,55¢ 26,807 $ 0.9¢ $ 31,17: 26,551 % 1.17

Derivative Financial Instrumenti

In the normal course of business, the Cappaanages risks associated with commaodity pricesign exchange rates and interest rates
through a variety of strategies, including the obedging transactions, executed in accordande auit policies. The Company's hedging
transactions include, but are not limited to, tBe of various derivative financial and commoditgtinments. As a matter of policy, the
Company does not use derivative instruments unkese is an underlying exposure. Any change irviiiee of our derivative instruments
would be substantially offset by an opposite changhle value of the underlying hedged items. ThenBany does not use derivative

instruments for trading or speculative purposes.

Using qualifying criteria defined in FinaalcAccounting Standards Board Statement No. 13&®unting for Derivative Instruments and
Hedging Activities" (FAS 133), derivative instrumerare designated and accounted for as eithergelefda recognized asset or liability (fair
value hedge) or a hedge of a forecasted transa@ést flow hedge). For a fair value hedge, bothetfiective and ineffective portions of the
change in fair value of the derivative instrumexidng with an adjustment to the carrying amourthefhedged item for fair value changes
attributable to the hedged risk, are recognizegaimings. For a cash flow hedge, changes in thedaie of the derivative instrument that are
highly effective are deferred in accumulated ottemprehensive income or loss until the underlyiagded item is recognized in earnings.

The ineffective portion of fair value chasgon qualifying hedges is recognized in earningeeédiately. If a fair value or cash flow hedge
were to cease to qualify for hedge accounting aebainated, it would continue to be carried onlthéance sheet at fair value until settled, but
hedge accounting would be discontinued prospegtived forecasted transaction were no longer po&ibaf occurring, amounts previously
deferred in accumulated other comprehensive inooméd be recognized immediately in earnings. Orasmmn, the Company may enter int
derivative instrument for which hedge accountingds required because it is entered into to offbeinges in the fair value of an underlying

transaction which is required to be recognizedsimimgs (natural hedge). These
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instruments are reflected in the Consolidated BadaBheet at fair value with changes in fair vakmognized in earnings.

Certain forecasted transactions, primantgrcompany sales between the United States anddaaand assets are exposed to foreign
currency risk. The Company monitors its foreignreacy exposures on an ongoing basis to maximizevbeall effectiveness of its foreign
currency hedge positions. During fiscal year 2@B2,Company used foreign currency forward contrasta means of hedging exposure to
foreign currency risks. The Company's foreign aueyeforwards have been designated and qualify sis ffew hedges under the criteria of
FAS 133. FAS 133 requires that changes in fairevaluderivatives that qualify as cash flow hedgesdrognized in other comprehensive

income while the ineffective portion of the derivats change in fair value be recognized immedjatekarnings.
The Company also uses interest rate swapedges for certain forecasted interest costs.

Shipping and Handlin



Shipping and handling costs included itirsgl general and administrative expense amourt&?0,900,000, $21,002,000 and
$19,492,000 for the fiscal years ended Decembe?®12, 2001 and 2000, respectively.

Revenue Recognitic

The Company recognizes revenue when @hefollowing criteria have been met: the produss been shipped and title passes, the sales
price to the customer is fixed or is determinahle] the collectability of the price is reasonaldglaed. Provisions for estimated returns and
allowances are made at the time of sale and asepted in the "Allowance for Doubtful Accounts'tite Consolidated Balance Sheet.

Sales Incentives and Other

During 2000, the Financial Accounting Start$ Board's Emerging Issues Task Force (EITF)atmés agenda various revenue
recognition issues that could impact the incomtestant classification of certain promotional paytsein May 2002, the EITF reached a
consensus on Issue 00-14, "Accounting for CertalesSIncentives"(EITF 00-14). EITF 00-14 addreskesecognition and income statement
classification of various sales incentives. Thesemsus became effective in the first quarter 02208 was not material to the Company's
consolidated financial statements.

Effective January 1, 2002, the Company &etbfITF Issue No 09; "Accounting for Consideration Given by a Ventlma Customer or
Reseller of the Vendor's Products” (EITF 01-9).sldiid not have a material impact as the Companyistsrically accounted for this type of
consideration as a reduction of revenue.

Advertising
The Company records advertising expensecasred.
Basis of Presentatio
Certain amounts in fiscal years 2001 an@D2tave been reclassified to permit comparison thigh2002 presentation.
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Estimates

The preparation of financial statementsdnformity with accounting principles generally apted in the United States requires
management to make estimates and assumptiondfinetttae reported amounts of assets and liakslisied disclosure of contingent assets and
liabilities at the date of the financial statemeamsl the reported amounts of revenues and expduoseg the reporting period. Actual results
could differ from those estimates.

New Accounting Standari

In August 2001, the Financial Accountingr&tards Board (FASB) issued Financial Accountiran8ards Board Statement No. 143,
"Accounting for Asset Retirement Obligations" (FA&3) which requires companies to record the fdinevaf an asset retirement obligation as
a liability in the period it incurs a legal obligat associated with the retirement of tangible Wiagd assets that result from the acquisition,
construction, development and/or normal use ofdsets. The company must also record a corresppimtirease in the carrying value of the
related long-lived asset and depreciate that castthe remaining useful life of the asset. Thbilisy must be increased each period for the
passage of time with the offset recorded as anatipgrexpense. The liability must also be adjusteadthanges in the estimated future cash
flows underlying the initial fair value measureme@bmpanies must also recognize a gain or lose®séttlement of the liability. The
provisions of FAS 143 are effective for fiscal yeaeginning after June 15, 2002. At the date oathaption of FAS 143, companies are
required to recognize a liability for all existiagset retirement obligations and the associated estfrement costs. The Company has adopted
FAS 143 and its adoption was not material in thesotidated financial statements.

Effective January 1, 2002, the Company aldapted FAS 144 which addresses the accountingegdting for the impairment or dispo
of long-lived assets. FAS 144 supercedes FAS 12iebains many of the fundamental provisions of F&3. FAS 144 also supercedes the
accounting and reporting provisions of Accountimge€iples Board Opinion No. 30, "Reporting the Resof Operations—Reporting the
Effects of Disposal of a Segment of a Business,Eattchordinary, Unusual and Infrequently Occurrifdgents and Transactions” (APB 30) for
the disposal of a segment of a business. Howeyes, F44 retains the requirements of APB 30 to regmtontinued operations separately and
extends that reporting requirement to componengnantity that has either been disposed of daissdied as held for sale. FAS 144 excludes
goodwill and other intangibles that are not amedifrom its scope. The Company's former distributienter for the German market was
closed during fiscal 2002 due to the Company's rfzaturing restructuring plan. The building is bemgively marketed and the Company
expects the building to be sold during fiscal 20@3accordance with FAS 144 the Company has clasgsihis asset as an "Asset held for sale"
in the Consolidated Balance Sheet as of Decemhet(®R and is carrying the asset at the fair vbdas costs to sel



In April 2002, the FASB issued Financialchanting Standards Board Statement No. 145, "Reisci®f FASB Statements No. 4, 44 and
64, Amendment of FASB Statement No. 13, and Tecthi@orrections” (FAS 145). FAS 145 rescinds FAS\d BAS 64 related to
classification of gains and losses on debt extstguient such that most debt extinguishment gaindassés will no longer be classified as
extraordinary. FAS 145 also amends FAS 13 witheesp sales-leaseback transactions. The Compaptextithe provisions of FAS 145
effective April 1, 2002, and the adoption was natt@nial to its consolidated financial statements.

In July 2002, the FASB issued Financial dwtting Standards Board Statement No. 146, "Acdogribr Costs Associated with Exit or
Disposal Activities" (FAS 146). The principal diffesnce
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between this Statement and Issue 94-3 relates tequirements for recognition of a liability focast associated with an exit or disposal
activity. This Statement requires that a liabifiby a cost associated with an exit or disposavigtbe recognized when the liability is incurred.
Under Issue 94-3, a liability for an exit cost afined in Issue 94-3 was recognized at the data@ntity's commitment to an exit plan. The
provisions of this statement are effective for exitlisposal activities that are initiated aftecBber 31, 2002. The Company is currently
evaluating the effect the adoption of FAS 146 Wéle on its results of operations and financialtjwrs

In December 2002, the FASB issued Finanialounting Standards Board Statement No. 148, 8&nting for Stock-based
Compensation—Transition and Disclosure (FAS 148)s Btatement, which is effective for fiscal yeansling after December 15, 2002,
amends FAS 123 and provides alternative methottaesition for a voluntary change to the fair vab#sed method of accounting for stock-
based compensation. In addition, FAS 148 amenddisisosure requirements of FAS 123 regardlesh@ftcounting method used to account
for stock-based compensation. The Company has ehosmntinue to account for stock-based compemsati employees using the fair value
method prescribed in APB No. 25. However the enbdmtisclosure provisions as defined by FAS 14&#extive for December 31, 2002 and
have been adopted by the Company.

In November 2002, the FASB issued Finang@lounting Standards Board Interpretation No."@yarantor's Accounting and Disclosure
Requirements for Guarantees, Including Indirectr@utzes of Indebtedness of Others." (FIN 45) reguinat a liability be recorded in the
guarantor's balance sheet upon issuance of a deardn addition, FIN 45 requires disclosures altbetguarantees that an entity has issued,
including a roll-forward of the entity's product santy liabilities. The Company will apply the repgution provisions of FIN 45 prospectively
to guarantees issued after December 31, 2002. ©hgény has adopted the disclosure provisions of4dMffective December 31, 2002. The
Company does offer warranties, but the returns unaeranty have been immaterial. The warranty resey part of the sales returns and
allowances, a component of the Company's allowé&rcgoubtful accounts. The Company is currentlyhia process of evaluating the potential
impact that the adoption of FIN 45 will have ondtmsolidated financial position and results ofragiens.

In January 2003, the FASB issued Finans@iounting Standards Board Interpretation No. 4&risolidation of Variable Interest
Entities" (FIN 46) which requires the consolidatminvariable interest entities by the primary béciafy of the entity if the equity investors in
the entity do not have the characteristics of arofimg financial interest or do not have suffieteequity at risk for the entity to finance its
activities without additional subordinated finanaapport from other parties. FIN 46 is effectioe &ll new variable interest entities created or
acquired after January 31, 2003. For variable ésteentities created or acquired prior to FebrdaB003, the provisions of FIN 46 must be
applied for the first interim or annual period hagng after June 15, 2003 (Q3 of fiscal 2003 fa& @ompany). The Company is currently
evaluating the effect that the adoption of FIN 48 ave on its results of operations and financiahdition.

The Company is currently evaluating whethamould be required to consolidate Jameco Intiéonal, LLC in its fiscal 2003 financial
statements. Jameco International, LLC imports &fld sitreous china, imported faucets and faucetspand imported bathroom accessories to
the North American retail market. Jameco IntermatipLLC was formed on November 14, 1996. The Camgeas a 49% interest in Jameco
International, LLC and is not involved in the optéas on a daily basis. Loan amounts totaling $2,@30 are included in the carrying amount
upon which Jameco International, LLC accrues ang jrterest to the Company. The agreement profaes0% of net income up to
$500,000 to be allocated to the Company and thaiatadhereafter to be allocated in accordance mimbership interest. Its annual sales for
twelve months ended December 31, 2002
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were $16,685,000. The assets of $3,821,000 Idsities of $1,971,000, which excludes the loamirthe Company, of Jameco International,
LLC are sufficient to substantially cover the camgyamount $2,009,000 which is classified as "Oth&sets: Other" on its Consolidated
Balance Sheet. The assets are comprised primdrdgomunts receivable and inventory that the Comtetieves are collectable and saleable
respectively within the normal course of business.

(3) Discontinued Operations

In September 1996, the Company divestellitsicipal Water Group of businesses, which inctlithenry Pratt, James Jones Company
and Edward Barber and Company Ltd. Costs and ergeetated to the Municipal Water Group, for fis@00 relate to legal and settlem



costs associated with the James Jones litigatem Nete 15).

Condensed operating statement data ofiftemtinued operations is summarized below:

Twelve Months Twelve Months Twelve Months

Ended Ended Ended
December 31, December 31, December 31,
2002 2001 2000
(in thousands)
Net sales $ — 8 — 3 —
Costs and expens
Municipal Water Grouj — — 11,95(

Income/(loss) before income tax — — (11,950
Provision for income taxes (benef — — (4,780
Loss from discontinued operations, ne
taxes $ — $ — 3 (7,170

(4) Restructuring and Other Charges

The Company is in the process of implermgné plan to consolidate several of its manufactuplants both in North America and
Europe. At the same time it is expanding its mactufdng capacity in China and other low cost amfate world. The implementation of this
manufacturing restructuring plan began during theth quarter of fiscal 2001. The projects for whaharges were recorded in the fourth
guarter of fiscal 2001 are essentially completerimu2002, the Company decided to expand the sobtiee manufacturing restructuring plan
and transfer certain production to low cost manuif@eg plants in Tunisia and Bulgaria. The expangkeoh is expected to be completed by the
end of fiscal 2003. The Company recorded pre-tamufecturing restructuring and other costs of $5,830Q in the fourth quarter of fiscal 2001
and $4,089,000 for fiscal 2002. The manufacturggjructuring and other costs recorded in 2001 &3@ 2onsist primarily of severance costs,
asset write-downs and accelerated depreciations&herance costs, which have been recorded asatesing, are for 38 employees in
manufacturing and administration groups, 26 of whawe been terminated as of December 31, 2002t Asite-downs consist primarily of
write-offs of inventory related to product linesatithe Company has discontinued as part of thtsuasiring plan and are recorded in cost of
goods sold. Accelerated depreciation is based oriestremaining estimated useful lives of cert@ed assets and has been recorded in cost o
goods sold. Other costs consist primarily of remhaval shipping costs associated with relocatiomahufacturing equipment and has been
recorded in cost of goods sold.

60

Details of our manufacturing restructurargd other costs through December 31, 2002 ardlas/fo

Initial Utilized Balance Additional Utilized Remaining
Provision During 2001 2001 Provisions During 2002 Balance
(in thousands)
Restructuring/Othe $ 145 % 69z $ 76z $ 63€ $ 981 $ 41¢
Asset Writ-downs 4,30( 4,30( — 2,491 2,491 —
Other costt 77 77 — 96C 96( —
Total $ 5831 % 5,06¢$ 76z $ 4,08¢ $ 4,43. % 41¢

(5) Business Acquisitions

On July 29, 2002 a wholly-owned subsidiaiyhe Company acquired F&R Foerster and Rothmamibl& (F&R) located in Neuenburg
am Rhein, Germany, for approximately $2.3 milliarcash less assumed net debt of $0.8 million. F&Rufactures and distributes a line of
gauges predominately to the French and German OBMaets. F&R's annual revenue, prior to the acqaisitvas approximately 4 million
euro. The December 31, 2002 Consolidated Balaneet&tfi the Company contains a purchase price dikocaonsistent with the guidelines in
FAS 141.

On July 15, 2002, a wholly-owned subsidiaiyhe Company acquired ADEV Electronic SA (ADENg¢ated in Rosieres, France and its
closely affiliated distributor, E.K. Eminent A.BEfninent) located in Gothenburg, Sweden for appraxéty $12.9 million in cash less assun



net debt of $3.5 million. ADEV also has a low costnufacturing facility located in Tunisia. ADEV m#actures and distributes electronic
systems predominantly to the OEM market. Their pobdines include thermostats and controls for ingatventilation and air conditioning,
control systems for hydronic and electric floor marg systems, and controls for other residentigliaations. Eminent distributes electronic
controls, mechanical thermostats and other electntrol related products throughout the Europeard countries. The two companies'
combined annual revenue preceding the acquisitemapproximately 30 million euro. The December28)2 Consolidated Balance Sheet of
the Company contains a purchase price allocatiogistent with the guidelines in FAS 141.

On May 9, 2002, a wholly-owned subsidiafyhe Company acquired Hunter Innovations of Saeram, California for $25 million, of
which approximately $10 million was paid in caslitet closing and the balance in interest bearingsigayable in equal installments over the
next four years. Hunter Innovations was foundetidg5 and has developed a line of large backflowegmton devices that represent a
significant advance in technology. The improveddoict features that are important to the backfloevpntion markets include lighter weight,
more compact design, better flow characteristioproved serviceability and multiple end-connectonl shutoff valve options. Hunter
Innovations' sales during the twelve months prewettie acquisition were approximately $1.5 milliemlike most of our acquisitions, Hunter
did not have significant historical revenues onéags. Nonetheless, the purchase price was basptbfatted revenues and earnings as uti
in other acquisitions. During the quarter endingt8mber 30, 2002, the Company obtained a thady valuation to allocate the purchase p
Consistent with the guidelines in FAS 141, thecdton for goodwill was approximately $16.8 milliand approximately $11.7 million was
intangibles, which are classified in "Other Ass@sher" in the Company's Consolidated Balance Sheef December 31, 2002. Of the
$11.7 million of acquired intangible assets, $9illiom was assigned to unpatented technology thabt currently subject to amortization and
$2.5 million to patents (twenty-year useful
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life). The $16.8 million of goodwill was assignexithe North American segment, none of which is d&ble for tax purposes.

On March 5, 2002, the Company enteredarntuint venture with the Yuhuan County Cheng GuatdlHose Factory (Cheng Guan)
located in Taizhou, Zhejiang Province of the PesgRepublic of China. Cheng Guan, with annual sat&s to the transaction of
approximately $15 million, is a manufacturer ofaigty of plumbing products sold both into the Gise domestic market and export markets.
Its product lines were contributed to the jointtwea and include hose, hose connectors, multi-layEng and stainless steel braided hose. The
joint venture is owned 60% by the Company and 4§%sbChinese partner. The Company will invest $WiBion to obtain this 60% interes
$5.0 million, of which, had been paid as of Decen8fe 2002. The December 31, 2002 ConsolidatedriBal&heet of the Company contains a
purchase price allocation of the joint venture. @Hecation for goodwill was approximately $3 nolti and approximately $2 million was for
other amortizable intangibles, which are classifietiOther Assets: Other" in the Company's Constéd Balance Sheet as of December 31,
2002.

On September 28, 2001, a wholly-owned slidsi of the Company acquired the assets of theelPoRrocess Controls Division of Mark
Controls Corporation, a subsidiary of Crane Coated in Skokie, lllinois and Mississauga, Onta@anada for approximately $13 million in
cash. Powers designs and manufactures thermostixiitg valves for personal safety and process ocbapplications in commercial and
institutional facilities. It also manufactures camtvalves and commercial plumbing brass produntfiding shower valves and lavatory
faucets.

On June 13, 2001, a wholly-owned subsididihe Company acquired Premier Manufactured Systénc., located in Phoenix, Arizona
for approximately $5 million in cash. Premier maamitires water filtration systems for both residdrand commercial applications and other
filtration products including under-the-counterrattiolet filtration as well as a variety of sedinhand carbon filters.

On June 1, 2001, a wholly-owned subsidairthe Company acquired Fimet S.r.l. (Fabbricddted Manometri e Termometri) located in
Milan, Italy and its wholly-owned subsidiary, MTBDA which is located in Bulgaria for approximatel§y illion. The acquired business
manufactures pressure and temperature gaugesefam tise HVAC market.

On January 5, 2001, a wholly-owned subsjdid the Company acquired Dumser Metallbau GmbEB& KG located in Landau,
Germany for approximately $20 million in cash. Thain products of Dumser include brass, steel aadlsss steel manifolds used as a prime
distribution device in hydronic heating systemsmni3er's annualized sales prior to the acquisitiorewa@proximately $24 million. Dumser has
a 51% controlling share of Stern Rubinetti. SteabiRetti is an Italian manufacturing company prdadgdrass components located in Brescia,
Italy.

On August 30, 2000, a wholly-owned subsidif the Company acquired certain assets of Cltiteser Supply and Bask LLC, located in
Springfield, Missouri for approximately $3 millian cash. The acquired business, now operating uhéerame Watts Radiant, manufactures
and distributes a complete line of hydronic andtele radiant heating and snow melting systems.

On May 12, 2000, a whollywned subsidiary of the Company acquired McCrahey, located in Santa Ana, California for approately
$7 million in cash. McCraney, doing business asc8peker, manufactures a complete line of seisrsitaiat straps for water heaters as well
as water heater stands and enclosures.
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(6) Allowance for Doubtful Trade Accounts Receivale

Activity in the allowance for doubtful traciccounts receivable, including reserves for edéthreturns, is as follows:

Twelve Months
Ended
December 31,
2002

Twelve Months Twelve Months
Ended Ended
December 31, December 31,
2001 2000

Balance at beginning of ye $
Additions, charged to operatio

Other additions, primarily related
acquisitions

Deductions, losses charged to rese

(in thousands)

Balance at end of ye: $

(7) Inventories

Inventories consist of the following:

Raw material
Work in proces!
Finished good

(8) Property, Plant and Equipment

Property, plant and equipment consisthefftllowing:

Land

Buildings and improvemen
Machinery and equipmel
Construction in progres

Accumulated Depreciatic
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$ 6,61, $ 6,73(
1,697 1,211

392 25

(2,639) (1,357)

$ 6,07C $ 6,61¢

December 31, December 31,
2002 2001

(in thousands)

$ 40,59 $ 34,27¢
17,28¢ 13,03
75,53¢ 68,55¢
$ 133,41 $ 115,86«

December 31, December 31,
2002 2001

(in thousands)

$ 8,98( $ 8,89(
64,93 61,04¢

166,68« 142,61!

8,33¢ 5,68¢

248,93 218,23!

(114,55) (89,629

$ 134,37t $ 128,60¢

(9) Income Taxes

The significant components of the Compadgfrred income tax liabilities and assets afelésns:



December 31, December 31,
2002 2001

(in thousands)

Deferred income tax liabilities

Excess tax over book depreciation $ 13,80¢ $ 12,94t
Intangibles 4,49¢ _
Other 2,49( 2,747

Total deferred income tax liabilities 20,79: 15,69:

Deferred income tax asse

Accrued expenses 12,18¢ 12,18¢
Net operating loss car-forward 4,66¢ 3,29¢
Other 11,56¢ 10,49¢
Total deferred income tax assets 28,417 25,97¢
Valuation allowanct (709) (649)
Net deferred income te 27,70¢ 25,32¢
Net deferred income tax ast $ 6,91¢ $ 9,637

The provision for income taxes from contingioperations is based on the following pre-taoome:

Twelve Months Twelve Months Twelve Months
Ended Ended Ended
December 31, December 31, December 31,
2002 2001 2000

(in thousands)

Domestic $ 37,93. % 30,15 $ 35,56¢
Foreign 12,28 10,01¢ 13,64%
$ 50,21¢ $ 40,16¢ $ 49,21:
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The provision for income taxes from contingioperations consists of the following:

Twelve Months Twelve Months Twelve Months
Ended Ended Ended
December 31, December 31, December 31,
2002 2001 2000

(in thousands)

Current tax expens

Federal $ 12,40¢ $ 11,417 % 10,29¢
Foreign 4,241 4,23¢ 4,544
State 2,13¢ 2,12t 1,84t

18,78t¢ 17,77¢ 16,68

Deferred tax expense (bene
Federal (35¢) (2,096 1,55¢



Foreign (630 (1,599 (414)

State (204) (479 21¢
(1,197) (4,167) 1,35¢
$ 17,59¢ $ 13,61 $ 18,04

Actual income taxes reported from contiguaperations are different than would have beenpetied by applying the federal statutory
rate to income from continuing operations beforime taxes. The reasons for this difference afellasvs:

Twelve Months Twelve Months Twelve Months
Ended Ended Ended
December 31, December 31, December 31,
2002 2001 2000

(in thousands)

Computed expected federal income expe $ 17,57¢ $ 14,05¢ $ 17,22
State income taxes, net of federal tax bel 1,257 1,07¢ 1,341
Goodwill amortizatior — 751 714
Foreign tax rate differenti (862) (1,025) (64¢€)
Other, ne (375) (2,24%) (592)

$ 17,59¢ $ 13,61: $ 18,04:

At December 31, 2002, the Company had petaiing loss carryforwards of $12.3 million focame tax purposes. $10.7 million of the
net operating losses are foreign losses and caarbied forward indefinitely, with the remaindelifg U.S. losses expiring in fiscal 2022. The
Company had a valuation allowance of $0.7 milliod 0.6 million as of December 31, 2002 and 2084pectively, against a portion of the
net operating loss carryforwards. Undistributechzsys of the Company's foreign subsidiaries amaltdeapproximately $78.1 million at
December 31, 2002, $55.5 million at December 30,12aGnd $57.3 million at December 31, 2000. Tha@saiags are considered to be
indefinitely reinvested, and, accordingly, no psiwn for U.S. federal and state income taxes has becorded thereon. Upon distribution of
those earnings, in the form of dividends or otheeywthe Company will be subject to withholding spayable to the various foreign countries.
Determination of the amount of U.S. income taxiligbthat would be incurred is not practicable base of the complexities associated witt
hypothetical calculation; however, unrecognizeeiign tax credits would be available to reduce sporéon of any U.S. income tax liability.
Withholding taxes of
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approximately $3.4 million would be payable upomittance of all previously unremitted earnings acBmber 31, 2002.

The Company made income tax payments of&idlion for the fiscal year ended December 3102, $19.7 million for the fiscal year
ended December 31, 2001 and $18.4 million in figeal ended December 31, 2000.

The Company believes that more likely thahthat it will be able to recover the deferrexl agsets not subject to valuation allowance.
(10) Accrued Expenses and Other Liabilities

Accrued expenses and other liabilities iref the following:

December 31 December 31
2002 2001

(in thousands)

Commissions and sales incentives pay. $ 13,37C % 12,21
Accrued insuranc 14,16¢ 12,41¢
Pension Liability 5,38 4,16:
Other 23,87 18,91¢
Income Taxes Payab 1,86( 1,76¢

Accrued legal/settleme 10,54: 6,45¢




$ 69,20: $ 55,93(
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(11) Financing Arrangements
Long-term debt consists of the following:
December 31 December 31
2002 2001
(in thousands)
83/ 8% notes due December 2003 $ 75,000 $ 75,00(

Hunter Innovations notes with principal payablédar equal
annual installments, accruing interest monthly, Mag 2006
(4.10625% at December 31, 20( 15,00( —

Industrial Revenue Bond, matured in September 20092
accrued interest at a variable rate based on weakigxempt
interest rates (1.90% at December 31, 2( — 5,00(

$150 million revolving credit facility maturing iRebruary
2005, includes a $100 million tranche for U.S. baing and a
$50 million tranche for euro based borrowing. Udan interes
accruing at a variable rate (4.25% at Decembe2B02) of
either eurocurrency rate loans at a LIBOR rate files
applicable margin with respect to eurocurrency l@a@s in
effect for that period, or the U.S. base rate, Whscthe higher
of the "prime rate" and (0.5%) above the Federaldsu
Effective Rate. European loan interest accruing \ariable
rate (3.84% at December 31, 2002) of either eureaay rate
loans at a EURIBOR rate plus the applicable mangih
respect to eurocurrency rate loans in effect fat freriod, or
the euro base rate plus the greater of 1.0% andppkcable
margin with respect to euro base rate loans ircefée that
period. Of the $41,649,000, $6,000,000 was borrowetkr th:
U.S. tranche and $35,649,000 was borrowed for based
borrowings. 41,64¢ —

$100 million revolving line of credit facility, acging interest

at a variable rate (3.42% and at December 31, 200difher

eurodollar rate plus 0.185%, prime rate or a coitipetmoney

market rate specified by the Lender, and expiredck12002 — 5,00(

10.4 million euro tranche at December 31, 2001rdcg
interest at a variable rate of EURIBOR plus .75%%4 at
December 31, 2001) expired February 2( — 9,25i

29 million euro line of credit, accruing interestavariable rat
of EURIBOR plus 0.75% (4.3% at December 31, 200i) a

expired March 200 — 25,457
Other (at interest rates ranging from 4.3% to 1%p 6,83¢ 7,191
138,48 126,90!

Less: current portio 82,21 3,69
$ 56,27¢ $ 123,21



Principal payments during each of the it fiscal years are due as follows (in thousang8p3—$82,211; 2004—%$4,628; 2005—
$46,066; 2006—%$4,261 and 2007—3$409. Interest maidlf periods presented in the accompanying cadesteld financial statements
approximates interest expense.
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On February 28, 2002, the Company entearda revolving credit facility with a syndicate ledinks (the "Revolving Credit Facility"),
which replaced the Company's $100 million (U.Scjlfey and its 39,350,000 euro facility. The Revioly Credit Facility provides for
borrowings of up to $150 million (U.S.), which indes a $100 million tranche for U.S. dollar bornogs and a $50 million tranche for euro
based borrowings and matures in February 2005. dxpiately $46 million of borrowings under the Rewiog Credit Facility were used to
repay amounts outstanding under the prior faddlitehe Revolving Credit Facility is being used tipgort the Company's acquisition program,
working capital requirements and for general caapopurposes.

Letters of credit are purchased guararttesgsensure the Company's performance or paymehirtbparties in accordance with specified
terms and conditions. Amounts outstanding were@pprately $19,522,000 as of December 31, 2002 d4d9$7,000 as of December 31,
2001. These instruments may exist or expire with@ing drawn down. Therefore, they do not necdgsapresent future cash flow
obligations.

Certain of the Company's loan agreementtagm covenants that require, among other itengspthintenance of certain financial ratios
limit the Company's ability to enter into securedrbwing arrangements.

(12) Common Stock

Since fiscal 1997, the Company's Board ioé€ors has authorized the repurchase of 4,38%88€es of the Company's common stock in
the open market and through private purchaseseSimecinception of this repurchase program, 3, d®dhares of the Company's common
stock have been repurchased and retired.

The Class A Common Stock and Class B Com8&took have equal dividend and liquidation rigiiach share of the Company's Class A
Common Stock is entitled to one vote on all matsetsmitted to stockholders and each share of ®@smmon Stock is entitled to ten votes
on all such matters. Shares of Class B Common Stoekonvertible into shares of Class A Commonli§too a one-to-one basis, at the option
of the holder. As of December 31, 2002, the Compgeag/reserved a total of 4,079,910 of Class A Com8tock for issuance under its stock-
based compensation plans and 8,185,224 sharesrfeersion of Class B Stock to Class A Common Stock.

(13) Stock-Based Compensation

The Company has several stock option plauaer which key employees and outside directore l@en granted incentive (ISOs) and
nonqualified (NSOs) options to purchase the Comsadlass A common stock. Generally, options becereecisable over a five year period
at the rate of 20% per year and expire ten yeaes thfe date of grant. ISOs and NSOs granted uhégulans have exercise prices of not less
than 100% and 50% of the fair market value of timon stock on the date of grant, respectivelyDAtember 31, 2002, 2,392,418 shares of
Class A common stock were authorized for futurenggraf options under the Company's stock optiongla
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The following is a summary of stock optietivity and related information:

Twelve Months Ended
December 31, 2002

Twelve Months Ended
December 31, 2001

Twelve Months Ended
December 31, 2000

Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Options Price Options Price Options Price
(Options in thousands)
Outstanding at beginning of ye 1,751 $ 13.3] 1,71 $ 13.0¢ 196 $ 13.2¢
Granted 275 15.5(C 23C 15.1¢ 20€& 11.6¢
Cancellec (73) 11.7¢ (76) 13.8¢ (415) 13.7¢
Exercisec (502) 11.8¢ (111 12.5¢ (39 8.5¢
Outstanding at end of ye 1455 $ 14.2¢ 1,757 $ 13.31 1,712 $ 13.0¢



— — —
Exercisable at end of ye 85¢ % 14.11 1,171 $ 13.2( 1,10: $ 13.3]
— — —
The following table summarizes informatamout options outstanding at December 31, 2002:
Options Outstanding Options Exercisable
Weighted
Average Weighted Weighted
Remaining Average Average
Number Contractual Exercise Number Exercise
Range of Exercise Prices Outstanding Life (years) Price Exercisable Price
(Options in thousands)
$ 9.20- $10.59 99 60 $ 10.5¢ 9¢ $ 10.5¢
$10.72- $14.05 39¢ 8.1 12.0¢€ 217 12.0¢
$14.29- $16.40 96C 5.9 15.5¢ 54z 15.5¢
1,45¢ 6.6 $ 14.2¢ 85¢ $ 14.11
I I

The Company has a Management Stock Purétiasehat allows for the granting of RestrictedcRtUnits (RSUs) to key employees to
purchase up to 1,000,000 shares of Class A comiongck at 67% of the fair market value on the datgraht. RSUs vest annually over a three
year period from the date of grant. The differebneaveen the RSU price and fair market value atlttte of award is amortized
compensation expense ratably over the vesting gpefibDecember 31, 2002, 232,511 RSUs were outatgn®ividends declared for RSUs
that remain unpaid at December 31, 2002 total $856,2

The Company has elected to follow APB N®aRd related interpretations in accounting fositek-based compensation. In addition the
Company provides proforma disclosure of stock-basedpensation, as measured under the fair valugresgents of FAS 123. These
proforma disclosures, which are calculated for @saranted after June 30, 1995, are provided itreo® 2 as required under FAS 148. The
weighted average grant date fair value of opticasitgd are $4.43, $6.74 and $4.67 for the yearsmgrdkcember 31, 2002, 2001 and 2000,
respectively. Also, the weighted average grant thitesalue of RSUs related to Management Stoclckase Plan are $2.40, $4.16 and $3.67
for the years ending December 31, 2002, 2001 af0,2@spectively. The fair value of the Company's
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stock-based awards to employees and the Manag&twk Purchase Plan (used in reconciliation of kotet 2) was estimated using a Black-
Scholes option pricing model and the following asptions:
Twelve Months

Twelve Months Twelve Months

Ended Ended Ended
December 31, December 31, December 31,
2002 2001 2000
Expected life (years 5.C 5.C 5.C
Expected stock price volatilit 33.2% 52.4% 48.2%
Expected dividend yiel 1.6% 1.6% 2.2%
Risk-free interest rat 2.65% 4.36% 4.92%

(14) Employee Benefit Plans

The Company sponsors defined benefit pansi@ans covering substantially all of its domesticployees. Benefits are based primarily on
years of service and employees' compensation. drdrfg policy of the Company for these plans isdaotribute an annual amount that d
not exceed the maximum amount that can be dedémtdederal income tax purposes.

The components of the pension plans afellasvs:

Twelve Months
Ended
December 31,
2002

Twelve Months

Twelve Months

Ended Ended
December 31, December 31,
2001 2000



(in thousands)

Components of net benefit expens

Service co—benefits earne $ 151z $ 1,38: $ 1,31«
Interest costs on benefits obligati 2,68 2,48 2,371
Estimated return on asst (2,520 (3,007 (2,93))

1,67¢ 867 754
Net amortization /deferr: (50) (282) 271
Total benefit expens $ 1,62t $ 58t $ 482
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The funded status of the defined benefihEnd amounts recognized in the balance sheasdo#lows:

December 31, December 31,
2002 2001

(in thousands)

Change in projected benefit obligatior

Balance at beginning of peri $ 36,03¢ $ 31,80:
Service cos 1,512 1,382
Interest cos 2,68 2,481
Actuarial loss 3,49¢ 1,182
Amendments/curtailmen 96 631
Benefits paic (1,86%) (1,447

Balance at end of peric $ 41,96: $ 36,03¢

Change in fair value of plan assets

Balance at beginning of peri $ 28,72¢ $ 33,94
Actual loss on asse (1,519 (4,010
Employer contribution 18¢ 23¢
Benefits paic (1,86%) (1,447

Fair value of plan assets at end of period $ 25,53t % 28,72¢

Plan assets less than benefit obliga $ (16,42¢) $ (7,315
Unrecognized transition obligatic (403) (657)
Unrecognized prior service co: 1,567 1,67
Unrecognized net actuarial g¢ 10,00: 2,47¢

Net accrued benefit cos $ (5,259 $ (3,82))

Accrued minimum pension liability adjustme $ (7,52¢) $ (47€)
Intangible asse $ 1,09¢ $ 47¢€

Additionally, substantially all of the Comupy's domestic employees are eligible to partieip@éa 401(k) savings plan. Under this plan,
Company matches a specified percentage of employ@eibutions, subject to certain limitations.

The Company's match expense for the yeatsdeDecember 31, 2002, 2001 and 2000, were $330$324,000 and $225,000,
respectively.

The weighted average assumptions usedt@rrdiming the obligations of pension benefit plans shown below:



December 31, December 31,

2002 2001
Discount rate 6.75% 7.5(%
Expected return on plan ass 9.0(% 9.0(%
Rate of compensation incree 4.0(% 4.5(%

The pension intangible asset was recondedd¢ordance with Financial Accounting StandardarB&tatement No. 87, "Employers
Accounting for Pensions" (FAS 87), which states theninimum
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additional liability is required if an unfunded acculated benefit obligation exists and (a) an asastbeen recognized as prepaid pension cost
(b) the liability already recognized as unfundedraed pension cost is less than the unfunded adatmdubenefit obligation, or (c) no accrued
or prepaid pension cost has been recognized. A¢éldber 31, 2002, the Company had an unfunded acperegion cost less than the unfunded
accumulated benefit obligation, accordingly a mimimadditional liability was required of approximigt&7.5 million. If an additional

minimum liability is recognized pursuant to FAS &n, equal amount is recognized as an intangibkt ,geovided that the asset recognized
does not exceed the amount of unrecognized priwicgecost. At December 31, 2002, unrecognizedrs@ovice cost is $1.1 million,
accordingly, the related intangible asset is $1lilliam. In the Company's case, the additional minimliability exceeded the unrecognized p
service cost by almost $6.4 million, accordinghe tdditional liability in excess of unrecognizetpservice cost, (which represents a net loss
not yet recognized as net periodic pension cosgpsrted as a separate component of other commsileencome in stockholder's equity, net
of any tax benefits that result from consideringtslosses as timing differences in accordance Riithncial Accounting Standards Board
Statement No. 109, "Accounting for Income TaxeRA$FL09). The deferred tax component of the mininadditional liability was

$2.4 million. The underlying reason for the Compangrge minimum additional liability lies in theder performing capital markets in the
United States.

The Company entered into a Supplemental gamsation Agreement (the Agreement) with Timothi#rne on September 1, 1996. Per
the Agreement, upon ceasing to be an employeesd€tdmpany, Mr. Horne must make himself availabdeeguested by the Board, to work a
minimum of 300 but not more than 500 hours per ysaa consultant in return for certain annual camepgon as long he is physically able to
do so. If Mr. Horne complies with the consultingyisions of the agreement above, he shall receipplemental compensation on an annual
basis of $400,000 per year in exchange for theses\performed, as long as he is physically abliotso. In the event of physical disability,
subsequent to commencing consulting services BCimpany, Mr. Horne will continue to receive $400 annually. The payment for
consulting services provided by Mr. Horne will bgpensed as incurred by the Company. Mr. Horneeg#&ffective December 31, 2002, and
therefore the Supplemental Compensation periodrbegalanuary 1, 2003. In accordance with Finaaabunting Standards Board
Statement No. 106, "Employers Accounting for Pastir@ment Benefits Other Than Pensions", the Compalhaccrue for the future post-
retirement disability benefits over the period frdamuary 1, 2003, to the time in which Mr. Hornediaes physically unable to perform his
consulting services (the period in which the dikgbbenefits are earned).

(15) Contingencies and Environmental Remediation
Contingencies

In April 1998, the Company became awara obmplaint that was filed under seal in the Sedt€alifornia alleging violations of the
California False Claims Act. The complaint allegfest a former subsidiary of the Company (Jamessl@uoenpany) sold products utilized in
municipal water systems that failed to meet contraty specified standards and falsely certifieat tbuch standards had been met. The
complaint further alleges that the municipal easithave suffered damages as a result of defeatiekigts and seeks treble damages,
reimbursement of legal costs and penalties. Thgrai complaint has been amended, and the totabeuwf named plaintiffs is 161, 14 of
which have intervened and 47 of which have beerrediexcluded from the case. In June 2001, the @oynand other defendants reached a
proposed settlement with the Los Angeles DepartroEWater and Power, one of the plaintiffs in tiaengs Jones case, which was approve
the California Superior
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Court on October 31, 2001 and by the Los Angelég Council on December 14, 2001. The other pladmtiémain, and the Company is
vigorously contesting this matter.

In this case, Nora Armenta (the RelatoBdsdiames Jones Company,Watts Industries, Inc. ljMibinerly owned James Jones), Mueller
Co. and Tyco International (U.S.) in the Califor@aperior Court for Los Angeles County. The Relaeks three times an unspecified am
of actual damages and alleges that the municigslitave suffered hundreds of millions of dollardamages. The Relator also seeks civil
penalties of $10,000 for each false claim and aBepat defendants are responsible for tens oftmals of false claims. The Company settled
with the City of Los Angeles, by far the most sfigant city, for $5.7 million plus the Relator'siaitory share and attorneys' fees-



defendants will contribute $2.0 million toward tisisttlement. The court has required the Relateelect cities with the strongest claims to be
tried first. After the Company settled with theCiif Los Angeles, the Relator made an offer tdedtie balance of this case for $121.9 milli
which the Company has rejected. The Company haseave in the amount of $10.5 million after-taxharéspect to the James Jones Litigation
in its consolidated balance sheet as of Decemhe2@®2. The Company believes, on the basis ofvallable information, that this reserve is
adequate to cover its probable and reasonably a&skinfosses resulting from the James Jones Litigakiowever, litigation is inherently
uncertain, and the Company believes that ther¢seaiseasonable possibility that it may ultimafelyur losses in the James Jones Litigation in
excess of the amount accrued. The Company is dlyri@mable to make an estimate of the range ofeaddjtional losses.

On February 14, 2001, the Company filedmaint in the California Superior Court agairistinsurers for coverage of the claims in the
Armenta case. The James Jones Company filed asiooinplaint, the cases were consolidated, andavob®r 30, 2001 the California
Superior Court made a summary adjudication ruliveg Zurich American Insurance Company must payealéonable defense costs incurre
the Company in the Armenta case since April 2381&89well as the Company's future defense costgsictase until its final resolution. On
September 5, 2002, in compliance with the OctoBe2801 ruling and a subsequent California Sup&imurt order, Zurich paid the Company
approximately $9.5 million for defense costs wii¥4d interest that the Company had previously sulechitb Zurich for payment. On
October 24, 2002, the California Superior Court enadother summary adjudication ruling that Zuriakstrindemnify and pay the Company
for the amounts the Company must pay under itlesgtnt agreement with the City of Los Angeles, amdJanuary 16, 2003, Zurich paid the
Company $2.7 million in compliance with this ordBurich has asserted that all amounts paid areestity) reimbursement under Deductible
Agreements between the Company and Zurich andcmsveel have not recorded income associated witlethagments. Management and
counsel anticipate that the Company will still I@lkenged but that it will ultimately prevail onighissue. Zurich has sought appellate review of
the orders requiring it to pay the $9.5 milliondeffense costs and to indemnify the Company fosétideement with the City of Los Angeles,
and the California Court of Appeal has agreed were the orders that require payment of defenséscd®ie Company is currently unable to
predict the outcome of the litigation relating be _os Angeles indemnification coverage. The Comparends to continue to contest
vigorously the Armenta case and its related litayat

Environmental Remediatic

The Company has been named as a poterméaihpnsible party with respect to a limited numdfadentified contaminated sites. The le
of contamination varies significantly from sitedite as do the related levels of remediation effdEnvironmental liabilities are recorded based
on the most probable cost, if known, or on thenested minimum cost of remediation. The Companycsueat
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estimated environmental liabilities are based @uptions, which are subject to a number of facdos uncertainties. Circumstances which
can affect the reliability and precision of theséraates include identification of additional sjteavironmental regulations, level of cleanup
required, technologies available, number and firdmondition of other contributors to remediatiamd the time period over which remedial
may occur. The Company recognizes changes in dstinaag new remediation requirements are defined aew information becomes
available. The Company estimates that its accrogtanmental remediation liabilities will likely bgaid over the next five to ten years.

For several years, the New York Attorneyn&al (NYAG) has threatened to bring suit agaipgraximately 16 Potentially Responsible
Parties (PRPs), including Watts (Jameco) for iredimremediation costs and for operation and maintsaosts that will be incurred in
connection with the cleanup of a landfill site inl®lon, Long Island. The NYAG has identified recgveumbers between $19 million and
$24 million, but it is too early to know what thiedl recovery number will be, what the final numbéPRPs will be or what proportion of the
final costs may be allocated to the Company.

Asbestos Litigatiol

As of December 31, 2002, The Company wasfandant in approximately 60 actions filed in Nsgpi and New Jersey state courts and
alleging injury or death as a result of exposuradbestos. These filings typically name multipléeddants, and are filed on behalf of many
plaintiffs. They do not identify any particular phacts of ours as a source of asbestos exposuréhargdis no reason to conclude that these
filings will have a material effect on the Companiquidity, financial condition or results of opgions.

Other Litigation

Other lawsuits and proceedings or claimisjrag from the ordinary course of operations, &s® pending or threatened against the
Company and its subsidiaries. Based on the factemtly known to it, the Company does not belidvat the ultimate outcome of these other
litigation matters will have a material adverseeeffon its financial condition or results of opérat

(16) Financial Instruments
Fair Value

The carrying amounts of cash and cash atprits, trade receivables and trade payables ajppeaitexfair value because of the st



maturity of these financial instruments.

The fair value of the Company's /8% notes, due December 2003, is based on quotedethyaikes. The fair value of the Company's
variable rate debt approximates its carrying valtee carrying amount and the estimated fair markite of the Company's long-term debt,
including the current portion, are as follows:

December 31, December 31,
2002 2001

(in thousands)

Carrying amoun $ 138,48 $ 126,90!
Estimated fair valu $ 142,16. $ 131,99(
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Derivative Instrument

The Company uses foreign currency forwaahange contracts to reduce the impact of currémcyuations on certain anticipated
intercompany purchase transactions that are exgémteccur within the fiscal year and certain otfogeign currency transactions. Related
gains and losses are recognized in other incomefmsepwhen the contracts expire, which is geneirallige same period as the underlying
foreign currency denominated transaction. Theséraots do not subject the Company to significantketrisk from exchange movement
because they offset gains and losses on the rdlatgidn currency denominated transactions. At bdmer 31, 2002, 2001 and 2000, the
Company had no outstanding forward contracts tofbrgign currencies.

The Company uses commodity futures corgriactix the price on a certain portion of certeaw materials used in the manufacturing
process. These contracts highly correlate to theahpurchases of the commodity and the contrdaiegaare reflected in the cost of the
commodity as it is actually purchased. At Junel®®9, the Company had outstanding contracts witbtimnal value of $3.5 million and a fair
value of $0.2 million. In December 1999, these aot#t were sold and the Company realized a gaippaimately $0.5 million. This gain
was deferred at December 31, 1999 and was offgsghst the costs of January and February 2000 ratgnal purchases, hedged in the
original transaction. There were no commodity cacts outstanding at December 31, 2002, 2001 and. 200

At December 31, 2001, the Company had &standing interest rate swap that converted 20anikuro of the borrowings under variable
rate euro Line of Credit to a fixed rate borrowirag<l.3%. This swap agreement expired in March 20@Pits value and its impact on the
Company's results was not material at Decembe?(d12.

In September 2001, the Company enteredtareist rate swap for its $75 million notes. Thenpany swapped the fixed interest rate of 8

3/8% to floating LIBOR plus 3.74%. On August 5, 20€% Company sold the swap and received $2,315;068sh. In accordance with
FAS 133 based on the Company terminating this h&@dgeaction, the adjustment to the fair value béllamortized, during 2003, over the t
of the notes as a reduction of interest expenséaad value of $1,420,000 at December 31, 2002.

Leases

The Company leases certain manufacturiojtfas, sales offices, warehouses, and equipn@enherally the leases carry renewal
provisions and require the Company to pay mainteaaosts. Future minimum payments as of Decemhe2(®X2 are as follows:

Lease

Expiration Operating Leases  Capital Leases
2003 $ 1,66¢ $ 73C
2004 1,28¢ 45¢
2005 84¢ 234
2006 684 14E
2007 68t 10¢
Total $ 517 $ 1,677
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(17) Segment Information

The following table presents certain opgagasegment information:

North
America Europe Asia Corporate Consolidated
(in thousands)

Twelve Months Ended December 31, 20(C

Net sales $ 450,23. $ 145,62¢ $ 19,66« $ — 8 615,52t
Operating income 57,26¢ 13,10% (230) (12,619 57,52¢
Identifiable assets 373,96¢ 209,48! 51,06: — 634,51:
Capital expenditures 5,71¢ 6,171 7,704 — 19,59
Depreciation and amortization 14,73: 6,37( 1,19¢ — 22,29
Twelve Months Ended December 31, 2(

Net sales $ 415,68¢ $ 121,22¢ % 12,02: $ — $ 548,94(
Operating incomi 47,34¢ 11,25¢ 1,36t (9,689 50,28
Identifiable asset 343,18 153,00° 24,27¢ — 520,47(
Capital expenditure 10,50¢ 3,351 2,18¢ — 16,04
Depreciation and amortizatic 16,10¢ 6,82( 74€ — 23,67¢
Twelve Months Ended December 31, 2(

Net sales $ 400,38: $ 103,08 $ 12,63. $ — 8 516,10(
Operating incomi 55,66: 13,22 882 (9,78)) 59,981
Identifiable asset 332,62: 125,21 24,19 — 482,02!
Capital expenditure 11,46¢ 2,55¢ 214 — 14,23¢
Depreciation and amortizatic 14,22¢ 5,18¢ 657 — 20,07:

Each operating segment is individually ngathand has separate financial results that arewed by the Company's chief operating
decision-maker.

Corporate expenses are primarily for conspgon expense, professional fees, including laegdlaudit expenses, product liability and
general liability insurances.

Goodwill amounts to $163,226,000 in whid0$,862,000 is reported in the North American segraad $60,364,000 is reported in the
European segment.

All intercompany transactions have beemiglated, and intersegment revenues are not signific
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(18) Quarterly Financial Information (unaudited)
First Second Third Fourth
Quarter Quarter Quarter Quarter
(in thousands, except per share information
Twelve months ended December 31, 20l
Net sales $ 143,32( $ 151,50 $ 159,81: $ 160,89(
Gross profit 49,47¢ 52,23: 53,50 53,50:
Net income from continuing operations 8,05¢ 8,63: 8,77: 7,16(
Net income 8,05¢ 8,63: 8,77: 7,16(
Per common share:
Basic
Income from continuing operations 0.3C 0.3 0.3t 0.27
Net income 0.3C 0.32 0.3< 0.27
Diluted

Income from continuing operations 0.3( 0.32 0.32 0.2¢



Net income 0.3C 0.32 0.32 0.2¢

Dividends per common share .060( .060( .060( .060(
Twelve months ended December 31, 2
Net sales $ 135,92 $ 135,56 $ 138,00¢ $ 139,44
Gross profil 46,66« 46,34¢ 46,94 43,57¢
Net income from continuing operatio 7,27: 7,03t 7,80¢ 4,43¢
Net income 7,27: 7,03t 7,80¢ 4,43¢
Per common shar
Basic
Income from continuing operatiol 0.27 0.27 0.2¢ 0.17
Net income 0.27 0.27 0.2¢ 0.17
Diluted
Income from continuing operatiol 0.2 0.2¢ 0.2¢ 0.1%
Net income 0.27 0.2¢ 0.2¢ 0.17
Dividends per common sha .060( .060( .060( .060(
Twelve Months Ended December 31, 2(
Net sales $ 131,65. $ 131,18 $ 125,65¢ $ 127,60¢
Gross profil 47,37¢ 47,22¢ 45,85¢ 44.,84*
Net income from continuing operatio 7,94( 8,02 7,67C 7,53¢
Net income 7,94( 8,02 7,67C 364
Per common shar
Basic
Income from continuing operations 0.3 0.3 0.2¢ 0.2¢
Net income 0.3C 0.3C 0.2¢ 0.01
Diluted
Income from continuing operatiol 0.3( 0.3( 0.2¢ 0.2¢
Net income 0.3C 0.3C 0.2¢ 0.01
Dividends per common sha .087¢ .060( .060( .060(
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(19) Subsequent Events

The Company maintains a 60% interest mira penture Tianjin Tanggu Watts Valve Company iteéd (TWT), a Company operating in
Tianjin, China. Joint ventures in Tianjin Municiglhave historically been required under Tianjiatal Regulations, to establish a Chinese
Employee Account (the Account). The purpose ofAbeount is to disburse funds to the Chinese emg@syé the joint venture for items such
as wages and other fringe benefits pertaining tpleyment. The joint venture's responsibility iStad the Account, which essentially places
the funds in trust for the Chinese employees. QineéAccount is funded, the joint venture recordsréduction to cash and records the
associated expenses in that reporting period. Tdrerghe funds in the Account are not includethia balance sheet of the joint venture. For
funds that were historically placed in the AccooptTWT for benefit of the employees, it appearsjthiet venture has appropriately recorded
the expenses in its results from operations. Thad&3lke Party representatives of the joint ventueer@sponsible for the appropriate
disbursement of these funds to the employees. &is, W T does not have specific control of the Aaatou

The Account had been properly approvedfanded by TWT. Subsequent to year end, certain thioaized activities were noted
pertaining to the Company's Chinese joint ventaneéner's handling of the Account. Certain paymentsch benefited TWT, the Chinese joint
venture partners and others, were improperly maata the Account. Such payments that benefited TVéfewot properly reflected in its
results of operations. Additionally, certain fundseived in the Account, pertaining to TWT, weré appropriately reflected in the results of
operations of TWT. All identified items impactiniget results of operations pertaining to the Accdavte been recorded by TWT and are
included in the accompanying financial statemehtese items amounted to a charge, net of tax, proapnately $164,000 to the Company's
consolidated financial statements, based on igest in TWT.

Under new Chinese legislation, joint veretuin Tianjin are no longer required to maintaimee and benefit Account for the Chinese
employees. Under the legislation, TWT has the tgtiidi close the Account whereby any funds remaitingpe Account in 2007 (after
consideration of employee claims) would revert biacKWT and be recorded in the TWT statement ofafjgens. Watts' management will
require TWT to close the Account in accordance withnew legislation. As of year-end 2002, the Antddad assets of approximately
$2.2 million. Based on the 60% ownership of Wdits potential impact to the consolidated statemganperations ranges from a ptae« gain o
approximately $1.3 million to a ptax loss of $1.2 million. The Company is not aldestimate a liability under FAS 5 based on thésfaote:
above.

As a result of our review of the activitiested above, it was also determined that the j@nture partners of TWT had improperly
established approximately 15 subsidiary branch&@/MT in China without the approval of the TWT boarfddirectors as required by Chine



law and by the terms of the joint venture agreemista result, TWT could be found to be legallyp@ssible under Chinese law for possible
claims against these branches. Watts' managemeumtrently unaware of any existing liabilities daims pertaining to these branches for
which TWT would be responsible.

Management does not believe the contingsnalating to either the Account or the branchids@sult in a material impact on the
Company's financial statements.
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EXHIBIT 9.1
AMENDMENT
TO THE
HORNE FAMILY VOTING TRUST AGREEMENT 1991

This Amendment to the HORNE FAMILY VOTING TRUST AEEMENT - 1991 is made as of the 3rd day of Septen#ti®2, by and
among TIMOTHY P. HORNE, as Trustee hereunder, WATNBUSTRIES, INC., a Delaware Corporation, and PETW&. HORNE,
Individually and as Trustee of the PETER W. HORNRUIST - 1976.

RECITALS

1. Timothy P. Horne currently serves as the solestBe of the Home Family Voting Trust Agreemen®91, hereinafter referred to as the
"Voting Trust".

2. Peter W. Horne is currently the sole Benefigiand the Peter W.
Horne Trust - 1976 the sole Depositor/Stockholdehe Voting Trust.

3. The Peter W. Horne Trust - 1976 is the registerener of 1,085,840 Voting Trust Certificates mdupy the Voting Trust, representing an
equal number of shares of the Class B common stbékatts Industries, Inc.

4. The subject Voting Trust will end on October 3202 in accordance with the terms of the Trusteggrent as previously amended as of
October 25, 2001.

5. In accordance with Section 13 of the subjecsfTAgreement, the term of the Voting Trust may kierded for an additional term not
exceeding ten years from the scheduled expiratie df the Voting Trust.

6. Peter W. Horne, individually and as the solestea of the Peter W. Horne Trust - 1976, desirextend the term of the Voting Trust for a
period of one year from the Voting Trust's scheddgpiration date.

7. Timothy P. Horne as Trustee hereunder has aad¢ipé directive to extend the term of the Votimgsl for a period of one year.

8. Watts Industries, Inc. has acknowledged thectiire and the Trustee's consent and the said Catiporhereby assents to the subject
extension of the term of the Voting Trust.



AMENDMENT

In accordance with the provisions of Section 18hefVoting Trust and
Section 218 of Delaware General Corporation Law tédrm of the Voting Trust is hereby extended fona year period, and the Voting Trust
shall continue in accordance with the terms ofAjeeement, until October 31, 2003.

In all other respects, the terms of the subjecieAgrent are hereby ratified and republished in #ngtirety as of the date first entered above.

This Agreement may be executed in any number oftesparts with same effect as if all parties hagmead the same document, and all
counterparts shall be construed together and sbafititute the same instrument.

/sl Timothy P. Horne /sl Peter W. Horne
Timothy P. Horne, Trustee Peter W. Horn e,
as Aforesaid Individually

Watts Industries, Inc.

by: /s/ William C. McCartney /sl Peter W. Horne

Title: CFO Peter W. Horn e
Trustee of th e Peter W. Horne Trust - 1976



EXHIBIT 10.1

AMENDMENT NO. 2 TO
SUPPLEMENTAL COMPENSATION AGREEMENT

Amendment No. 2 to Supplemental Compensation Agee¢ifiAmendment”) made as of the 23 day of OCTOBHER?2, by and between
WATTS INDUSTRIES, INC., a Delaware corporation with principal place of business in North Andovdgssachusetts (the "Company"),
and Timothy P. Horne, an individual residing in Awdr, Massachusetts ("Mr. Horne"). Capitalized ®used herein and not otherwise def
will have the meanings ascribed thereto in the iBaigAgreement (as defined below).

WITNESSETH:

WHEREAS, the Company and Mr. Horne are partiesSaoiaplemental Compensation Agreement dated Septeinth®96, as amended by
Amendment No. 1 dated July 25, 2000 (the "Orighgieement"); and

WHEREAS, Mr. Horne desires to resign as Chairmah@hief Executive Officer on August 7, 2002; and

WHEREAS, the Company desires Mr. Horne to remgiaré-time employee of the Company until December2802 to provide transitional
services to the Company; and

WHEREAS, the Company and Mr. Horne desire to ambadDriginal Agreement as provided in this Amendien

NOW, THEREFORE, in consideration of the premised ie mutual promises herein contained and othed god valuable consideration, !
receipt and sufficiency of which are hereby ackrezlgled, the parties agree as follows:

1. Subsection (a) of Section 1 of the Original Agnent is hereby amended by adding the followingesexe after the first sentence thereof:

“In addition, for each of calendar years 2003, 2804 2005, Mr. Horne shall receive additional Seppntal Compensation payments in the
amount of $100,000 per year and for calendar y@aé2Mr. Horne shall receive additional Suppleme@@mpensation payments in the
amount of $10,668."

2. Section 1 of the Original Agreement is herebyaded by adding the following subsections (e) dndt(the end thereof:
"(e) The Company shall provide the following fringenefits to Mr. Horne for life:

(i) Secretarial services including the maintenawicall financial matters relating to the Horne famncluding tax records which are maintair
for Walter Flowers;



(i) The use of an executive office (either currenequivalent alternate);
(iii) Tax and financial planning as currently perfeed by Walter Flowers;

(iv) Assistance with regard to other financial readtincluding the maintenance of the Horne Votingst, maintenance of Watts share
certificates, conversion of same through Equiserfien converting to Class A, etc.;

(v) Maintenance of an automobile (currently the 298guar);

(vi) Continuation of Lanam Club membership;

(vii) Reimbursement of travel costs including aief@and hotel accommodations when visiting Compauififies; and
(viii) Retiree health insurance.

(H The Company will enter into an IndemnificatiBigreement with Mr. Horne in the form attached hert Exhibit A."
3. Section 2 of the Original Agreement is herebyeaded and restated in its entirety to read asvstio

"2. Services of Mr. Horne. From August 7, 2002 tiglo December 31, 2002, Mr. Horne shall remain &tpae employee of the Company and
shall provide transition services to the CompanyotUMr. Horne's retirement on December 31, 2002,Hdrne hereby agrees to make him
available to serve the Company and its subsidiaadeng as he is physically able to do so, upgoest of the Board of Directors, as a
consultant for a minimum of 300 hours per year c@maing on January 1, 2003; provided, however,ithab event shall Mr. Horne be
required to devote more than 500 hours per yetret@erformance of services hereunder; and provigiglder, however, that Mr. Horne's
physical inability to perform services hereundealshot affect or limit the Company's obligationden Section 1. The obligations of Mr. Horne
under this Section 2 will terminate upon paymenti®/Company of the Lump Sum Payment.”
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4. Miscellaneous

(a) Except as expressly amended by this AmendrttenQriginal Agreement shall remain in full foraedaeffect in accordance with its terms.

(b) More than one counterpart of this Amendment imagxecuted by the parties hereto, but all of swchnterparts taken together shall be
deemed to constitute one and the same Amendment.

(c) This Amendment shall be construed in accordavitteand governed by the laws of the Commonwealthlassachusetts.

IN WITNESS WHEREOF, this Amendment has been execatea sealed instrument by the Company, by itsaluthorized representative,
and by Mr. Horne, as of the date and year firsvaheritten.

WATTS INDUSTRIES, INC.

By: /s/ Daniel J. Murphy Il

Name: Daniel J. Murphy Il
Title: Compensation Committee
Chairman

/sl Timothy P. Horne

Timothy P. Horne



EXHIBIT 10.3
INDEMNIFICATION AGREEMENT

This Agreement made and entered into as of AuguadG2 (the "Agreement"), by and between Watts $trikes, Inc., a Delaware corporation
(the "Company,"” which term shall include, where rampiate, any Entity (as hereinafter defined) colfed directly or indirectly by the
Company) and Timothy P. Horne (the "Indemnitee"):

WHEREAS, the Company's Amended and Restated @attfiof Incorporation, as amended, and AmendedrRasthted By-laws (the
"Certificate of Incorporation" and "By-laws," regpiely) require it to indemnify its directors aofficers to the fullest extent permitted by law
and permit it to make other indemnification arramgets and agreements;

WHEREAS, the Company desires to provide Indemnititle specific contractual assurance of Indemnitgglgts to full indemnification
against litigation risks and expenses (regardes®ing other things, of any amendment to or revogaif the Certificate of Incorporation or
By-laws or any change in the ownership of the Camypa the composition of its Board of Directors)da

WHEREAS, the Company intends that this Agreemeovigde Indemnitee with greater protection than thiich is provided by the Company's
Certificate of Incorporation and By-laws.

NOW, THEREFORE, in consideration of the promised tire covenants contained herein, the Companyradehinitee do hereby coven:
and agree as follows:

1. DEFINITIONS.

(a) "Corporate Status" describes the status ofsopg(i) who is serving or has served (A) as adatimeand/or officer of the Company, (B) in ¢
capacity with respect to any employee benefit pliathe Company, or (C) as a director, partner téeisofficer, employee, or agent of any other
Entity at the request of the Company or (ii) whatcols or may be deemed to control the Company pEgposes of subsection (C) of Section |
(a)(i), if Indemnitee is serving or has served aéactor, partner, trustee, officer, employee gerat of a Subsidiary, Indemnitee shall be
deemed to be serving at the request of the Company.

(b) "Entity" shall mean any corporation, partnepshimited liability company, joint venture, trudgundation, association, organization or other
legal entity.

(c) "Expenses” shall mean all fees, costs and esgzeimcurred by Indemnitee in connection with arpcBeding (as defined below), including,
without limitation, attorneys' fees, disbursemend retainers (including, witholiiitation, any such fees, disbursements and retaiimcurre:
by Indemnitee



pursuant to Sections 10 and 11(c) of this Agreejnésrs and disbursements of expert withessesaterinvestigators and professional advit
(including, without limitation, accountants and @stment bankers), court costs, transcript costs, d¢€ experts, travel expenses, duplicating,
printing and binding costs, telephone and fax trgission charges, postage, delivery services, sg@kservices, and other disbursements and
expenses.

(d) "Indemnifiable Expenses,” "Indemnifiable Liatéds" and "Indemnifiable Amounts” shall have theanings ascribed to those terms in
Section 3(a) below.

(e) "Liabilities" shall mean judgments, damageahilities, losses, penalties, excise taxes, fimesamounts paid in settlement.

(f) "Proceeding" shall mean any threatened, pendimgpmpleted claim, action, suit, arbitrationeatiate dispute resolution process,
investigation, administrative hearing, appeal, oy ather proceeding, whether civil, criminal, adisirative, arbitrative or investigative,
whether formal or informal, including a proceedingiated by Indemnitee pursuant to Section 1thig Agreement to enforce Indemnitee's
rights hereunder.

(9) "Subsidiary" shall mean any corporation, parthi, limited liability company, joint ventureust or other Entity of which the Company
owns (either directly or through or together witiother Subsidiary of the Company) either (i) a gehgartner, managing member or other
similar interest or (ii) (A) 50% or more of the ireg power of the voting capital equity interestssath corporation, partnership, limited liabi
company, joint venture or other Entity, or (B) 5@¥amore of the outstanding voting capital stoclothrer voting equity interests of such
corporation, partnership, limited liability comparjgint venture or other Entity.

2. SERVICES OF INDEMNITEE. In consideration of tBempany's covenants and commitments hereundeminitee agrees to continue to
serve as a director and/or officer of the Compé&towever, this Agreement shall not impose any oliligeon Indemnitee or the Company to
continue Indemnitee's service to the Company bepmyderiod otherwise required by law or by othgneaments or commitments of the
parties, if any.

3. AGREEMENT TO INDEMNIFY. The Company agrees tdémnify Indemnitee as follows:

(2) PROCEEDINGS OTHER THAN BY OR IN THE RIGHT OF BEHCOMPANY. Subject to the exceptions containedect®n 4(a) below,
if Indemnitee was or is a party or



is threatened to be made a party to any Proceédihgr than an action by or in the right of the @amy) by reason of Indemnitee's Corporate
Status, Indemnitee shall be indemnified by the Camypagainst all Expenses and Liabilities incurredaid by Indemnitee in connection with
such Proceeding (referred to herein as "Indemnéi&xpenses" and "Indemnifiable Liabilities," restpeely, and collectively as "Indemnifiak
Amounts").

(b) PROCEEDINGS BY OR IN THE RIGHT OF THE COMPANSubject to the exceptions contained in Section Bé)w, if Indemnitee
was or is a party or is threatened to be madets fiaany Proceeding by or in the right of the Campby reason of Indemnitee's Corporate
Status, Indemnitee shall be indemnified by the Camypagainst all Indemnifiable Expenses.

(c) CONCLUSIVE PRESUMPTION REGARDING STANDARD OF &&. In making any determination required to be mauder Delawar
law with respect to entitlement to indemnificatioereunder, the person, persons or entity makiniy datermination shall presume that
Indemnitee is entitled to indemnification undestAigreement if Indemnitee submitted a request tbene accordance with Section 5 of this
Agreement, and the Company shall have the burdenooff to overcome that presumption in connectidgth the making by any person,
persons or entity of any determination contrarthett presumption.

4. EXCEPTIONS TO INDEMNIFICATION. Indemnitee shakk entitled to indemnification under Sections (@) 3(b) above in all
circumstances other than with respect to any speddim, issue or matter involved in the Procegdint of which Indemnitee's claim for
indemnification has arisen, as follows:

(2) PROCEEDINGS OTHER THAN BY OR IN THE RIGHT OF BHCOMPANY. If indemnification is requested undeccen 3(a) and it

has been finally adjudicated by a court of compgtersdiction that, in connection with such spéciflaim, issue or matter, Indemnitee failed
to act (i) in good faith and (ii) in a manner Ind@tee reasonably believed to be in or not opposdlle best interests of the Company, or, with
respect to any criminal action or proceeding, Indiée® had reasonable cause to believe that Indeesitonduct was unlawful, Indemnitee
shall not be entitled to payment of Indemnifiabledunts hereunder.

(b) PROCEEDINGS BY OR IN THE RIGHT OF THE COMPANW.indemnification is requested under Section

(i) it has been finally adjudicated by a court ompetent jurisdiction that, in connection with sgiecific claim, issue or matter, Indemnitee
failed to act (A) in good faith and (B) in a mantedemnitee reasonably believed to be in or nobsp(d to
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the best interests of the Company, Indemnitee sioglbe entitled to payment of Indemnifiable Expenkereunder; or

(i) it has been finally adjudicated by a courtcoimpetent jurisdiction that Indemnitee is liabléhie Company with respect to such specific
claim, Indemnitee shall not be entitled to paynafiihdemnifiable Expenses hereunder with respestitth claim, issue or matter unless the
Court of Chancery or another court in which suabcBeding was brought shall determine upon apptindtiat, despite the adjudication of
liability, but in view of all the circumstances thife case, Indemnitee is fairly and reasonablyledtib indemnification for such Indemnifiable
Expenses which such court shall deem proper; or

(iii) it has been finally adjudicated by a courtaafmpetent jurisdiction that Indemnitee is lialdehie Company for an accounting of profits
made from the purchase or sale by the Indemnitseairities of the Company pursuant to the promsiaf Section 16(b) of the Securities
Exchange Act of 1934, the rules and regulationsnpiigated thereunder and amendments thereto omsipribvisions of any federal, state or
local statutory law, Indemnitee shall not be eatitto payment of Indemnifiable Expenses hereunder.

(c) INSURANCE PROCEEDS. To the extent payment tsaty made to the Indemnitee under a valid antectble insurance policy in
respect of Indemnifiable Expenses in connectioih witch specific claim, issue or matter, Indemnstea| not be entitled to payment of
Indemnifiable Expenses hereunder except in resgety excess beyond the amount of payment unaérissurance.

5. PROCEDURE FOR PAYMENT OF INDEMNIFIABLE AMOUNT3ndemnitee shall submit to the Company a writtequest specifying
the Indemnifiable Amounts for which Indemnitee sepkyment under Section 3 of this Agreement andbdisés for the claim. The Company
shall pay such Indemnifiable Amounts to Indemnitéthin sixty (60) calendar days of receipt of tieguest. At the request of the Company,
Indemnitee shall furnish such documentation andrinhtion as are reasonably available to Indemmaitekenecessary to establish that
Indemnitee is entitled to indemnification hereunder

6. INDEMNIFICATION FOR EXPENSES OF A PARTY WHO ISMOLLY OR PARTLY SUCCESSFUL. Notwithstanding any eth
provision of this Agreement, and without limitingyasuch provision, to the extent that Indemnitedysreason of Indemnitee's Corporate
Status, a party to and is successful, on the mariigherwise, in any Proceeding, Indemnitee dbmlihdemnified against all Expenses
reasonably incurred by Indemnitee or on Indemrsiteehalf in connection therewith. If Indemnite@d wholly successful in such Proceeding
but is successful, on the



merits or otherwise, as to one or more but less #flaclaims, issues or matters in such ProceedimgCompany shall indemnify Indemnitee
against all Expenses reasonably incurred by Indiemir on Indemnitee's behalf in connection witthesuccessfully resolved claim, issue or
matter. For purposes of this Agreement, the tertiinaf any claim, issue or matter in such a Prdeegby dismissal, with or without
prejudice, by reason of settlement, judgment, oodertherwise, shall be deemed to be a successultras to such claim, issue or matter.

7. EFFECT OF CERTAIN RESOLUTIONS. Neither the sattent or termination of any Proceeding nor thaifaibf the Company to award
indemnification or to determine that indemnificatis payable shall create a presumption that Indtesais not entitled to indemnification
hereunder. In addition, the termination of any pexting by judgment, order, settlement, convict@rypon a plea of nolo contendere or its
equivalent shall not create a presumption thatrimdiee did not act in good faith and in a manneicvindemnitee reasonably believed to be
in or not opposed to the best interests of the Gamppr, with respect to any criminal action or meding, had reasonable cause to believe that
Indemnitee's action was unlawful.

8. AGREEMENT TO ADVANCE EXPENSES; UNDERTAKING. Theompany shall advance all Expenses incurred byhdrehalf of
Indemnitee in connection with any Proceeding, iditlg a Proceeding by or in the right of the Compamyvhich Indemnitee is involved by
reason of such Indemnitee's Corporate Status wigmr{10) calendar days after the receipt by the@uoy of a written statement from
Indemnitee requesting such advance or advancestinoato time, whether prior to or after final disgition of such Proceeding. To the extent
required by Delaware law, Indemnitee hereby un#egdo repay any and all of the amount of Inderahl& Expenses paid to Indemnitee if
finally determined by a court of competent jurigitio that Indemnitee is not entitled under this @égment to indemnification with respect to
such Expenses. This undertaking is an unlimitecegarobligation of Indemnitee.

9. PROCEDURE FOR ADVANCE PAYMENT OF EXPENSES. Inddtae shall submit to the Company a written reqepstifying the
Indemnifiable Expenses for which Indemnitee seekadvancement under Section 8 of this Agreemegéther with documentation
evidencing that Indemnitee has incurred such Indfgaibte Expenses. Payment of Indemnifiable Expenseter Section 8 shall be made no
later than ten (10) calendar days after the Confpaegeipt of such request.

10. REMEDIES OF INDEMNITEE.

(2) RIGHT TO PETITION COURT. In the event that Inal@tee makes a request for payment of Indemnifidlnb®unts under Sections 3 an
above or a request for an advancement of Indenbiéfiexpenses under Sections 8 and 9 above andotmp&y fails to make such paymen
advancement in a timely manner pursuant to theg@fithis Agreement, Indemnitee may petition then€of Chancery to enforce the
Company's obligations under this Agreement.



(b) BURDEN OF PROOF. In any judicial proceedingumybt under Section 10(a) above, the Company sha# the burden of proving that
Indemnitee is not entitled to payment of IndemmifgeAmounts hereunder.

(c) EXPENSES. The Company agrees to reimburse Indeenin full for any Expenses incurred by Inderaaitn connection with investigatir
preparing for, litigating, defending or settlingyaaction brought by Indemnitee under Section 18fsjve, or in connection with any claim or
counterclaim brought by the Company in connectimrawith, whether or not Indemnitee is successfwhole or in part in connection with
any such action,

(d) FAILURE TO ACT NOT A DEFENSE. The failure ofalCompany (including its Board of Directors or amynmittee thereof, independt
legal counsel, or stockholders) to make a detertimin@oncerning the permissibility of the paymehtralemnifiable Amounts or the
advancement of Indemnifiable Expenses under thredmgent shall not be a defense in any action brawggher Section 10(a) above, and shall
not create a presumption that such payment or agva@nt is not permissible.

11. DEFENSE OF THE UNDERLYING PROCEEDING.

(2) NOTICE BY INDEMNITEE. Indemnitee agrees to fipthe Company promptly upon being served with asmghnmons, citation, subpoena,
complaint, indictment, information, or other docurheelating to any Proceeding which may resulhiea payment of Indemnifiable Amounts or
the advancement of Indemnifiable Expenses hereupd®rided, however, that the failure to give angtsnotice shall not disqualify
Indemnitee from the right, or otherwise affect ityananner any right of Indemnitee, to receive paysef Indemnifiable Amounts or
advancements of Indemnifiable Expenses unless tigp@ny's ability to defend in such Proceeding itenily and adversely prejudiced
thereby.

(b) DEFENSE BY COMPANY. Subject to the provisiorfgtee last sentence of this Section 1l(b) and aftia 1I(c) below, the Company sh
have the right to defend Indemnitee in any Procegdihich may give rise to the payment of IndembigaAmounts hereunder; provided,
however that the Company shall notify Indemniteamyf such decision to defend within ten (10) cadertthys of receipt of notice of any such
Proceeding under Section 11(a) above. The Comgeadlyreot, without the prior written consent of Imdeitee, consent to the entry of any
judgment against Indemnitee or enter into anyes@ight or compromise which (i) includes an admissiofault of Indemnitee o

(i) does not include, as an unconditional ternrelo§ the full release of Indemnitee from all liilyiin respect of such Proceeding, which
release shall be in form and substance reasonatitfagtory to Indemnitee. This Section 1l(b) simait
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apply to a Proceeding brought by Indemnitee unéeti@ 10(a) above or pursuant to Section 19 below.

(c) INDEMNITEE'S RIGHT TO COUNSEL. Notwithstandiribe provisions of

Section 11(b) above, if in a Proceeding to whiatteimnitee is a party by reason of Indemnitee's Gatpdstatus, (i) Indemnitee reasonably
concludes that he may have separate defenses mieccaims to assert with respect to any issue lwhiay not be consistent with the position
of other defendants in such Proceeding, (ii) alodirdf interest or potential conflict of interesxists between Indemnitee and the Company, or
if the Company fails to assume the defense of puobeeding in a timely manner, Indemnitee shakitled to be represented by separate
legal counsel of Indemnitee's choice at the expehtiee Company. In addition, if the Company fadscomply with any of its obligations unc
this Agreement or in the event that the Compargnyrother person takes any action to declare thredment void or unenforceable, or
institutes any action, suit or proceeding to dentoadecover from Indemnitee the benefits intenttedde provided to Indemnitee hereunder,
Indemnitee shall have the right to retain counséhdemnitee's choice, at the expense of the Comfarrepresent Indemnitee in connection
with any such matter.

12. REPRESENTATIONS AND WARRANTIES OF THE COMPANYhe Company hereby represents and warrants to Imitksras
follows:

(a) AUTHORITY. The Company has all necessary poavet authority to enter into, and be bound by theseof, this Agreement, and the
execution, delivery and performance of the undémggkcontemplated by this Agreement have been alutlyorized by the Company.

(b) ENFORCEABILITY. This Agreement, when executedtiaelivered by the Company in accordance withptio@isions hereof, shall be a
legal, valid and binding obligation of the Compaaegforceable against the Company in accordanceitgiterms, except as such enforceability
may be limited by applicable bankruptcy, insolvermmpratorium, reorganization or similar laws affegtthe enforcement of creditors' rights
generally.

13. INSURANCE. For a period of six (6) years foliogy the date on which Indemnitee no longer serges director, officer or employee of t
Company or any Subsidiary, and for such longerggeif any, for which Indemnitee may be subjecat®roceeding by reason of Indemnitee's
Corporate Status, the Company

(i) shall maintain a policy or policies of insuranwith one or more reputable insurance compani@gging the Indemnitee with coverage (A)
in an amount not less than, and of a type and seopmaterially less favorable to Indemnitee ththe,directors’ and officers' liability insurar
coverage presently maintained by the Company, Bha/ich coverage will ensure the Company's perforog of its indemnification
obligations under this Agreement (except for sugsligations to Indemnitee if Indemnitee was or gaaty or is threatened to be made a par
any Proceeding solely by reason of Indemnitee'p@ate Status as a person that controls or is diémmmontrol the Company and
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not by reason of Indemnitee's Corporate Statuspessn serving as a director and/or officer of@eenpany, in any capacity with respect to
any employee benefit plan of the Company, or asegtr, partner, trustee, officer, employee, ceragf any other Entity at the request of the
Company), (i) shall pay on a timely basis all piems on such insurance and (iii) shall provide soatices and renewals in a complete and
timely manner and take such other actions as magdpéred in order to keep such insurance in fuité and effect. In all policies of director
and officer liability insurance, Indemnitee shadl tamed as an insured in such a manner as to prindémnitee the same rights and benefits
as are accorded to the most favorably insuredeoCiimpany's officers and directors.

14. CONTRACT RIGHTS NOT EXCLUSIVE. The rights toywmaent of Indemnifiable Amounts and advancementdémnifiable Expenses
provided by this Agreement shall be in additionltat not exclusive of, any other rights which Indgéi®@e may have at any time under
applicable law, the Company's Certificate of Inavgtion or By-laws, or any other agreement, votstotkholders or directors (or a committee
of directors), or otherwise, both as to actionnddmnitee's official capacity and as to actionrip ather capacity as a result of Indemnitee's
serving as a director and/or officer of the Company

15. SUCCESSORS. This Agreement shall be (a) bindpan all successors and assigns of the Compadyding any transferee of all or
substantially all of the business, stock and/oetssf the Company and any direct or indirect sssaeby merger or consolidation or otherwise
by operation of law) and (b) binding on and shalire to the benefit of the heirs, personal reprasiees, executors and administrators of
Indemnitee. In the event that the Company or antsafuccessors or assigns (i) consolidates withenges into any other person or entity and
shall not be the continuing or surviving corporatar entity of such consolidation or merger or fignsfers or conveys all or substantially al

its properties and assets to any person or efftigyy, and in each such case, proper provision bhathade so that the successors and assigns ¢
the Company assume the obligations of the Compadgnthis Agreement. This Agreement shall contifmughe benefit of Indemnitee and |
heirs, personal representatives, executors andnégtraitors after Indemnitee has ceased to havedCate Status.

16. SUBROGATION. In the event of any payment ofdnthifiable Amounts under this Agreement, the Comgrall be subrogated to the
extent of such payment to all of the rights of citmition or recovery of Indemnitee against othenspas, and Indemnitee shall take, at the
request of the Company, all reasonable action sacg$o secure such rights, including the executfosuch documents as are necessary to
enable the Company to bring suit to enforce sugitsi

17. CHANGE IN LAW. To the extent that a change iel@wvare law (whether by statute or judicial deci¥ishall permit broader
indemnification or advancement of expenses thandsided under the terms of the By-laws and thiseggent, Indemnitee shall be entitled to
such broader indemnification and advancementstldad\greement shall be deemed to be amended toesdent.
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18. SEVERABILITY. Whenever possible, each provisafrthis Agreement shall be interpreted in suchamner as to be effective and valid
under applicable law, but if any provision of thigreement, or any clause thereof, shall be detexthby a court of competent jurisdiction tc
illegal, invalid or unenforceable, in whole or iarfy such provision or clause shall be limited ardified in its application to the minimum
extent necessary to make such provision or claake, Vegal and enforceable, and the remainingigions and clauses of this Agreement shall
remain fully enforceable and binding on the parties

19. INDEMNITEE AS PLAINTIFF. Except as provided $ection 10(c) of this Agreement and in the nextessre, Indemnitee shall not be
entitled to payment of Indemnifiable Amounts or adeement of Indemnifiable Expenses with respeahjoProceeding brought by Indemn
against the Company, any Entity which it contralsy director or officer thereof, or any third pamyless the Board of Directors of the
Company has consented to the initiation of suclke€®ding. This Section shall not apply to countémtdeor affirmative defenses asserted by
Indemnitee in an action brought against Indemnitee.

20. MODIFICATIONS AND WAIVER. Except as provided Bection 17 above with respect to changes in Dekavaav which broaden the
right of Indemnitee to be indemnified by the Comypam supplement, modification or amendment of &dgseement shall be binding unless
executed in writing by each of the parties herstmwaiver of any of the provisions of this Agreerhehall be deemed or shall constitute a
waiver of any other provisions of this Agreemenhéther or not similar), nor shall such waiver ctnt a continuing waiver.

21. GENERAL NOTICES. All notices, requests, demaadd other communications hereunder shall be itingrand shall be deemed to have
been duly given (a) when delivered by hand, (b)winansmitted by facsimile and receipt is acknogkat] or (c) if mailed by certified or
registered mail with postage prepaid, on the thirdiness day after the date on which it is so maile

(i) If to Indemnitee, to:

Timothy P. Horne
94 Porter Road
Andover, MA 01801

(ii) If to the Company, to:

Watts Industries, Inc. 815 Chestnut Street
North Andover, MA 0184!

or to such other address as may have been furnistibd same manner by any party to the others.

22. GOVERNING LAW: CONSENT TO JURISDICTION; SERVIGBF PROCESS. This Agreement shall be governed dycanstrued in
accordance with the laws of the State of Delawatleout



regard to its rules of conflict of laws. Each o tBompany and the Indemnitee hereby irrevocablyuaiednditionally consents to submit to the
exclusive jurisdiction of the Court of Chancerytioé State of Delaware and the courts of the Uriiiades of America located in the State of
Delaware (the "Delaware Courts") for any litigatiamsing out of or relating to this Agreement ahd transactions contemplated hereby (and
agrees not to commence any litigation relatingatteexcept in such courts), waives any objectiotédaying of venue of any such litigation
in the Delaware Courts and agrees not to pleathgndn any Delaware Court that such litigation bgbt therein has been brought in an
inconvenient forum. Each of the parties hereto @gré) to the extent such party is not otherwikgest to service of process in the State of
Delaware, to appoint and maintain an agent in thtee®f Delaware as such party's agent for acceptahlegal process, and (b) that service of
process may also be made on such party by prepeifiled mail with a proof of mailing receipt vaéited by the United States Postal Service
constituting evidence of valid service. Service madrsuant to (a) or (b) above shall have the daged force and effect as if served upon <
party personally within the State of Delaware. parposes of implementing the parties' agreemeappmint and maintain an agent for service
of process in the State of Delaware, each sucly dads hereby appoint The Corporation Trust CompaR§9 Orange Street, Wilmington,
New Castle County, Delaware 19801, as such ageh¢ach such party hereby agrees to complete &@nsatecessary for such appointmt

[signature page follows]
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IN WITNESS WHEREOF, the parties hereto have exettiis Agreement as of the day and year first alvanitten.
WATTS INDUSTRIES, INC.

By: /s/ William C. McCartney

Name: William C. McCartney
Title: Chief Financial Officer

INDEMNITEE

/sl Timothy P. Horne

Timothy P. Horne
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EXHIBIT 10.4

FIRST AMENDMENT
TO THE
WATTS INDUSTRIES, INC.
1996 STOCK OPTION PLAN

WHEREAS, Watts Industries, Inc. ("Watts") has poagly adopted the Watts Industries, Inc. 1996 S@ptkion Plan (the "Plan™); and

WHEREAS, pursuant to Section 10 of the Plan, thet$\Board of Directors has the authority to améralRlan, and the Watts Board of
Directors desires to amend the Plan to provideéHferannual, automatic grant of options to non-eygdaomembers of the Watts Board of
Directors under the Plan.

NOW, THEREFORE, the Watts Board of Directors heratmends the Plan as follow

1. Section 1 of the Plan is hereby amended byidgl#te phrase "incentive for officers and otheptyees" appearing in the first sentence
thereof and replacing it with the phrase "incenfivedirectors, officers and other employees".

2. Section 4(a) of the Plan is hereby amended Hbingdhe following sentence at the end thereof:

“In addition, to the extent provided in Section Béreof, options may be granted or issued to menmdie¢he Board of Directors of the
Company who are not officers or employees of then@any or its Subsidiaries."

3. The Plan is hereby further amended by addinddlf@ving Section 6A between Section 6 and Secliaf the Plan:
"6A GRANT OF OPTIONS TO NON-EMPLOYEE DIRECTORS

(a) AUTOMATIC GRANT OF OPTIONS. On each of Novemlgr2001, and November 1, 2002, each member ddlaed of Directors of th
Company who is not an officer or employee of thenpany or any of its Subsidiaries and who is dugcedd and serving as a Director of the
Company on such date shall, without any furtheioaddy the Board of Directors, automatically berdeal on such date a Nonqualified Option
to acquire 3,094 shares of Common Stock. All Ogtigranted under this Section 6A shall be immediatekted and exercisable in full upon
grant.

(b) EXERCISE PRICE. The exercise price per shar¢hf® Common Stock covered by an Option grantecutids Section 6A shall be equal
to $10.583.

(c) PERIOD OF OPTION. In no event shall any Optimanted under this Section 6A be exercisable #ieearlier of (i) the date ten years
after the date such Option is granted or (ii) tatedn which the Director to whom such Option wasted ceases for any reason to serve as a
Director of the Company;



provided, however, that in the event that a Directases to serve as a result of disability ortdehe Director or his or her personal
representative may exercise any outstanding Optiohtheretofore exercised, to the extent exertésai the date of such disability or death,
during the 90-day period following such disabilitydeath."

4. Section 7(a) of the Plan is hereby amended kgtidg the phrase "an appropriate and proportioadjastment shall be made in the number
and kind of shares subject to the Plan, and" ajgear the first sentence thereof and replacingitih the phrase "an appropriate and
proportionate adjustment shall be made in the nurabeé kind of shares subject to the Plan, in thaber and kind of shares subject to options
that are to be automatically granted to non- ermgaogirectors under Section 6A hereof, and".

5. This Amendment shall be effective as of Octdhe2001.

6. Except as specifically amended hereby, the gtail continue in full force and effect.

IN WITNESS WHEREOF, this Amendment is executed bgt\/Industries, Inc. on this 28th day of Februangs.
WATTS INDUSTRIES, INC.

By: /s/ William C. McCartney
Title: Chief Financial Officer



EXHIBIT 10.7
WATTS INDUSTRIES, INC.
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INTRODUCTION

The Watts Industries, Inc. Retirement Plan for BathEmployees, previously known as the Watts RatguiCo. Retirement Plan for Salaried
Employees, (hereinafter the "Plan") was establisbffdctive January 1, 1985, as a successor taaodtinuation of the Retirement Plan for
Salaried Employees of the Watts Regulator Co. hadRetirement Plan for Employees of the WebstenBiguDivision (hereinafter "the Prior
Plans").

Effective January 1, 1997, Consolidated PrecisiorpCadopted the Plan for its Eligible Employee®wlad been employees of Circle Seal
Controls;

Effective January 1, 1998, Ames Company, Inc. aetbgite Plan for its Eligible Employees;
Effective March 17, 1998, Atkomatic Valve Compamppted the Plan for its Eligible Employees;

Effective April 1, 1998, Aerodyne Controls Corpaoatadopted the Plan for its Employees who becaligéble Employees of Circle Seal
Corporation on January 5, 1998;

Effective October 18, 1999, the following Employspin-off from the Plan into the CIRCOR Internasibrinc. Retirement Plan for Salaried
Employees: Circle Seal Controls, Inc., (includingrddyne Controls Corporation, Consolidated Pregi€lorp., Keane Controls Corporation,
Atkomatic Valve Company), KF Industries, Inc. (inding Eagle Value), Industrial Products Divisiomslie Controls, Inc., Spence/Nicholson
Engineering Company, Inc.;

Effective January 1, 2001, McCraney, Inc. (dba t®paaker") and Watts Heatway, Inc. (now called WR#sdiant, Inc.) adopted the Plan for
their Eligible Employees; and

Effective January 1, 2002, Premier Manufacturededys, Inc. adopted the Plan for its Eligible Emglesy.

Watts Industries, Inc. (hereinafter the "Sponsoftngployer") is hereby amending and restating tlae PAs hereinafter set forth, unless
specifically stated otherwise, effective Januar§997 and such later dates as may be specifiethitereomply with the General Agreement
Tariffs and Trade, the Uniformed Services Employhard Reemployment Rights Act of 1994, the Small

(i)



Business Job Protection Act of 1996, the TaxpaydieRAct of 1997, the Internal Revenue ServicetResuring and Reform Act of 1998, and
other applicable laws.

Effective December 31, 2001, the Watts Industtias, Hourly Pension Plan was merged into the Ptahits terms and conditions were
incorporated into the Plan as Part A. Effectiveudan 1, 2002, the Plan was renamed the Watts Iridsstnc. Pension Plan.

It is the intention of the Employer that the Planharein amended and restated shall continue tedognized as a qualified pension plan under
Sections 401(a) and 501(a) of the Internal Revé&uge. The provisions of the Plan as set forth i Bthan document shall apply only to an
Eligible Employee who terminates employment onfterahe effective date of a provision as set fdrghein. The rights and benefits, if any, of
an Employee who terminated employment prior toetfiective date of a provision as set forth herdiallsbe determined in accordance with the
provisions of the Plan as in effect on the dateshiployment terminated.

(ii)



ARTICLE |

- DEFINITIONS

The following words and phrases shall be definestat®d unless a different meaning is plainly rexuby the context:

1.01

1.02

"ACCUMULATED CONTRIBUTIONS ACCOUNT" means (i

any, contributed prior to January 1, 1987 by

Pension Plan for Employees of Spence Enginee

interest per year through December 31, 1987

under Section 411(c)(2)(C)(iii) of the Code
first day of the calendar month coincident w
the date of withdrawal or the date of benefi

"ACTUARIAL EQUIVALENT" or any term of simila
the Plan, means a benefit of equivalent valu

@)

(b)

For purposes of any determination req
under Article 15, the Actuarial Equiv
using a 5% interest rate and the UP-1
employees and the UP-1984 Mortality T
beneficiaries;

The following provisions of this subs
Limitation Years beginning on or afte
purposes of Section 5.04(e), the Actu
determined using either an interest r
Mortality Table or an interest rate o
prescribed by the IRS Commissioner in
80, whichever produces a larger reduc
amount. For purposes of Section 5.04(
shall be determined using either an i
UP-1984 Mortality Table or an interes
mortality table prescribed by the IRS
95-6, 1995-1 CB 80, whichever produce
maximum annual amount. For purposes o
Actuarial Equivalent will be determin
rate of 7% and the UP-1984 Mortality
5% and the mortality table prescribed
Rev. Rul. 95-6, 1995-1 CB 80, whichev
life annuity. In the event the benefi
lump sum payment, the 5% interest rat
rate on 30-year Treasury Constant Mat
November prior to the Plan Year of th

) the sum of the amounts, if
the Participant to the

ring Company, plus (ii) 5%
and at the rate(s) provided
from January 1, 1988 to the
ith or immediately following
t commencement.

r import, wherever used in
e determined as follows:

uiring actuarial equivalence
alent will be determined

984 Mortality Table for

able set back three years for

ection (b) shall apply to
rJanuary 1, 1995. For

arial Equivalent shall be

ate of 7% and the UP-1984
f 5% and the mortality table
Rev. Rul. 95-6, 1995-1 CB
tion in the maximum annual
f), the Actuarial Equivalent
nterest rate of 7% and the

t rate of 5% and the
Commissioner in Rev. Rul.
s the smaller increase in the
f Section 5.04(g), the

ed using either an interest
Table or an interest rate of
by the IRS Commissioner in
er produces the larger single
t is payable in the form of a
e shall be replaced by the
urities for the month of

e distribution date;



(c) For purposes of Section 8.05, 12.01, and 12268&jarial Equivalent will be determined by usimg tmortality table prescribed by the IRS
Commissioner in Rev. Rul. 95-6, 1995-1 CB 80, asidgi an interest rate equal to the rate on 30-Vesasury Constant Maturities for the
month of November prior to the Plan Year of theriistion date;

(d) For purposes of subsections (b) and (c) abitreeterm "distribution date" means the date asto€lwan amount is paid, except with respect
to payments under Section 12.01, in which casee#ns the first day of the month following the nioimt which the Participant terminates
employment; and

(e) For purposes of Article 13, the Actuarial Eqiént will be determined as specified in regulagipnromulgated by the Pension Benefit
Guaranty Corporation.

(f) For all other purposes, the Actuarial Equivalesil be

determined using a 7% interest rate a nd the UP-1984 Mortality
Table for employees and the UP-1984 M ortality Table set back three
years for beneficiaries;

1.03 "ACTUARY" means the actuarial consultant or actuarial consultants
designated from time to time to make actuari al computations in connection
with the Plan.

1.04 "AFFILIATED EMPLOYER" means any of the follo wing (other than the
Employer):

(a) Any corporation which is a member of a controlled group of
corporations which includes the Emplo yer, determined under the
provisions of Section 414(b) of the C ode;

(b) Any trade or business which is under common control (as defined in
Section 414(c) of the Code) with the Employer;

(c) Any organization which is a member of an affiliated service group
(as defined in Section 414(m) of the Code) which includes the

Employer; and



(d) Any other entity required to be aggregated \lith Employer

pursuant to regulations under Section

A corporation, trade or business or member o
shall be treated as an Affiliated Employer o
the controlled group.

1.05 "BENEFICIARY" means any person other than a
to receive any death benefits payable upon t

1.06 "BOARD OF DIRECTORS" or "BOARD" means the Bo
Industries, Inc. or any successor thereto.

1.07 "CODE" means the Internal Revenue Code of 19
time. Reference to a specific provision of t
provision, any valid regulation or ruling pr
provision of future law that amends, supplem
provision.

1.08 "COMMITTEE" means the Pension Plan Committee
Plan as set forth in Article 10.

1.09 "COMPENSATION" shall mean the total compensa
by the Employer and reportable to the Federa
purposes on Form W-2, or any form prescribed
Service to take its place, including salary,
overtime pay, but excluding stock option rig
termination pay, moving expenses, tuition re
of extraordinary earnings or the value there

Compensation includes contributions made on
Employer pursuant to a salary deferral agree
the Code and/or a salary reduction agreement
established under Section 125 of the Code.

In no event shall a Participant's Compensati
the Plan for any Plan Year exceed $150,000 o
Secretary of the Treasury may determine for
with Section 401(a)(17) of the Code. Any
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414(o) of the Code.

f an affiliated service group
nly while it is a member of

Contingent Annuitant entitled
he death of the Participant.

ard of Directors of Watts

86, as amended from time to
he Code shall include such
omulgated thereunder, and any
ents, or supersedes such

appointed to administer the

tion payable to an Employee
| Government for income tax
by the Internal Revenue
bonuses, commissions and
hts, any severance pay or
imbursement and other forms
of.

behalf of an Employee by the
ment under Section 401(k) of
pursuant to a cafeteria plan

on taken into account under
r such other amount as the
such Plan Year in accordance



change in the dollar amount set forth above
of the Treasury in accordance with Section 4
apply only to Compensation taken into accoun
with the Plan Year in which such change is e

For purposes of Section 1.18, Compensation shall al

1.10 "CONTINGENT ANNUITANT" means the person desi

111

1.12

1.13

an Affiliated Employer prior to the effectiv
this Plan.

receive a benefit under the Contingent Annui
death of the Participant in accordance with

"COVERED COMPENSATION" means, for any Plan Y

indexing) of the Social Security Taxable Wag
beginning of the Plan Year under Section 230
for each calendar year during the 35-year pe
of the calendar year in which the Participan
or her Social Security Retirement Age. In de
Covered Compensation for a Plan Year, the So
Base for the current Plan Year and any subse
assumed to be the same as those in effect fo
determination is being made. A Participant's
Plan Year after the 35-year period is the Pa
Compensation for the Plan Year in which the
her Social Security Retirement Age.

A Participant's Covered Compensation shall b
each Plan Year in accordance with these rule

"EFFECTIVE DATE" means January 1, 1997 for t
original Effective Date of the Plan is Janua

"ELIGIBLE EMPLOYEE" means any person who is
and who is paid on a salaried basis, includi
engaged in a capacity other than solely as a
"Employee" shall not include any person empl
covered under a collective bargaining agreem
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as adjusted by the Secretary
01(a)(17) of the Code shall

t for Plan Years beginning
ffective.

SO mean compensation paid by
e date of its inclusion in

gnated by the Participant to
tant Option following the
Article 8.

ear, the average (without

e Bases in effect at the

of the Social Security Act
riod ending with the last day
t attains or will attain his
termining a Participant's

cial Security Taxable Wage
quent Plan Year shall be

r the Plan Year for which the
Covered Compensation for any
rticipant's Covered
Participant attained his or

e automatically adjusted for
s.

his restated Plan. The
ry 1, 1985.

an Employee of the Employer
ng any officer or director
director. The term

oyed by the Employer who is
ent which does not provide



1.15

for this Plan, or any Employee who is a leas
meaning of Section 414(n)(2) of the Code.

1.14 "EMPLOYEE" means any person currently employ

Affiliated Employer. The term Employee also
of the Employer or an Affiliated Employer wi

414(n)(2) of the Code to the extent such emp
"Employees" in accordance with the provision

"EMPLOYER" means Watts Industries, Inc., or
any other entity now or hereafter affiliated
which adopts this Plan by vote of its Board
Industries, Inc. The term "Employer" also in
as the context may require. As of January 1,
Affiliated Employers have adopted the Plan a
to be an Employer: Watts Regulator Company,
KF Industries, Inc., Leslie Controls, Inc.,
Watts Automatic Control Valve Company, Inc.,
Contromatics, Inc., Nicholson Steam Trap, In
Anderson-Barrows Metal Corporation and Webst
January 1, 1998, the term "Employer" include
Effective October 18, 1999, Industrial Produ
Inc. (including Eagle Value), Circle Seal Co
Aerodyne Controls Corporation, Consolidated
Controls Corporation, Atkomatic Valve Compan
Contromatics, Inc. and Spence/Nicholson Engi
longer considered to be an Employer due to t
International, Inc. Effective January 1, 200
includes McCraney (dba "Spacemaker") and Wat
called Watts Heatway, Inc.). Effective Janua
"Employer" includes Premier Manufactured Sys

1.16 "ERISA" means the Employee Retirement Income

amended from time to time. Reference to a sp
shall include such provision, any valid regu
thereunder, and any provision of future law
supersedes such provision.
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ed employee within the

ed by the Employer or an
includes any leased employees
thin the meaning of Section
loyees are deemed to be

s of Section 16.04.

any successor thereto, and
with Watts Industries, Inc.
and with the consent of Watts
cludes all of the foregoing
1997, the following

nd are therefore considered
Spence Engineering Co., Inc.,
Rudolph Labranche, Inc.,
Circle Seal Controls, Inc.,

c., KF Sales Corp.,

er Valve, Inc. Effective

s Ames Company, Inc.

cts Division, KF Industries,
ntrols, Inc., (including
Precision Corp., Keane

y), Leslie Controls,

neering Company, Inc. are no
heir spin-off to CIRCOR

1, the term "Employer"”

ts Radiant, Inc. (formerly

ry 1, 2002, the term

tems, Inc.

Security Act of 1974, as
ecific provision of ERISA
lation or filing promulgated
that amends, supplements, or



"FIDUCIARY" means the Employer, the Committe
parties named as Fiduciaries pursuant to Sec
respect to the specific responsibilities of
administration, as described in Article 10.

"FINAL AVERAGE COMPENSATION" means the avera
Compensation for the sixty (60) consecutive
hundred and twenty (120) months of his Servi
Retirement Date (as defined in Section 4.01)
highest total Compensation. If a Participant
sixty (60) months of Service with the Employ
Compensation shall be the average of his Com
of Service with the Employer.

1.19 "HIGHLY COMPENSATED EMPLOYEE" means any acti

services for the Employer or an Affiliated E
Determination Year and who:

(@) was a 5% owner (within the meaning of
the Code at any time during the Deter
Look-Back Year; or

(b) received compensation from the Employ
in excess of $80,000 (as adjusted pur
during the Look-Back Year, and was am
when ranked on the basis of compensat
Year.

The term Highly Compensated Employee shall a
Compensated Employee who terminated employme
Affiliated Employer prior to the Determinati

for the Employer or an Affiliated Employer d

and was a Highly Compensated Employee in eit
termination of employment or in any Determin

his attainment of age 55.

For purposes of determining an Employee's co
1.20, compensation shall mean the "Employee’
(as defined in Section 5.04(c)) reportable o
contributions made on behalf of the Employee
Affiliated Employer pursuant to a salary def
the Employer or an Affiliated Employer under
arrangement described in Section 401(k) of t
reduction
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e, the Trustee, and/or other
tion 10.1, but only with
each for Plan and Trust

ge of the Employee's
months during the last one
ce prior to his Normal

for which he received the
has not completed at least
er, his Final Average
pensation during his period

ve Employee who performed
mployer during the

Section 416(i)(1)(B)(i) of
mination Year or the

er or an Affiliated Employer
suant to 415(d) of the Code)
ong the to 20% of Employees
ion paid during the Look-Back

Iso include any former Highly

nt with the Employer or an

on Year, performs no services
uring the Determination Year,
her his or her year of

ation Year ending on or after

mpensation under this Section
s Section 415 compensation”
n Form W-2, plus all

by the Employer or an

erral agreement maintained by
any cash or deferred

he Code or any salary



1.23

agreement pursuant to a cafeteria plan estab
the Code by the Employer or Affiliated Emplo
2001, any amounts deferred under Section 132

For purposes of this Section, the "Look-Back
the twelve consecutive months immediately pr
Year. Also for purposes of this Section, "De
Plan Year that is being tested for purposes

is a Highly Compensated Employee.

"LIMITATION YEAR" means the calendar year.

"MAXIMUM OFFSET ALLOWANCE" means at Social S
(ii), or (iii) below, whichever is applicabl
Social Security Retirement Age is 65, .0075
Compensation; (i) if a Participant's Social
66, .0068 of his Social Security Compensatio
Participant's Social Security Retirement Age
his Social Security Compensation, multiplied
Service (up to a maximum of 25 years).

Notwithstanding the foregoing, the Maximum O
exceed 1/2 of the benefit determined without
on the lessor of Social Security Compensatio
Compensation.

"NORMAL RETIREMENT AGE" means the Participan
the Participant's 65th birthday; or (b) the
Service, or (ii) the fifth anniversary of th
Participant began participation in the Plan,
Participant who on December 31, 1991 was par
or who on October 1, 1993 was participating
term "Normal Retirement Age" means the Parti

"PARTICIPANT" means any Employee who has sat
requirements for participation in the Plan a
is a Participant hereof.
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lished under Section 125 of
yer, and effective January 1,
(f)(4) of the Code.

Year" means the period of
eceding the Determination
termination Year" means the
of determining if an Employee

ecurity Retirement Age, (i),
e, (i) if a Participant's

of his Social Security
Security Retirement Age is
n; or (iii) if a

is 67 or higher, .00625 of
by his years of Benefit

ffset Allowance shall not
regard to the offset, based
n or Final Average

t's age on the later of: (a)
earlier of (i) five years of

e date on which the

except with respect to a
ticipating in the Spence Plan
in the Henry Pratt Plan, the
cipant's 65th birthday.

isfied the eligibility
s set forth in Article 3 and



1.24 "PLAN" means the Watts Industries, Inc. Reti rement Plan for Salaried
Employees as described in this instrument an d as it may be amended
hereafter. Effective January 1, 2002, the na me of the Plan was changed to
Watts Industries, Inc. Pension Plan.

1.25 "PLAN ADMINISTRATOR" means the Committee, no twithstanding the fact that
certain administrative functions under or wi th respect to this Plan may
have been delegated to any other person, per sons, or entity.

1.26 "PLAN YEAR" means the twelve-month period be ginning on January 1 and
ending on the following December 31.

1.27 "PRIOR PLAN" means each or both, as the cont ext may require, of the
following: (a) the Retirement Plan for Salar ied Employees of the Watts
Regulator Co., and (b) the Retirement Plan f or Employees of the Webster

Foundry Division.

1.28 "RETIRED PARTICIPANT" means a former Partici pant who has retired under
the terms of the Plan and who has become eli gible to receive benefits
under the Plan.

1.29 "SOCIAL SECURITY BENEFIT" means the primary insurance benefit payable
annually to an Employee under Title Il of th e Social Security Act as in
effect on the date he terminates his employm ent or on his Normal
Retirement Date (as defined in Section 4.01) , if earlier, computed
without regard to any reduction or loss of b enefits which may result due
to other income, delay in making application or any other reason;
provided, however, that in the case of an Em ployee who terminates his
employment prior to his attainment of age si xty-five, his Social Security
Benefit shall be computed in accordance with the following provisions:
(@) If such Employee has satisfied the el igibility requirements for

Early Retirement under Section 4.02 p rior to his termination, his
Social Security Benefit will be based on the assumption that he
received no further compensation from his termination date until

he reached age sixty-five;

(b) If such Employee has not satisfied th e requirements for Early
Retirement under Section 4.02 prior t o his termination, his Social
Security Benefit will be based on the assumption that he remained
in the Service of the Employer until he reached age

-8-



1.30

sixty-five and that he continued to r
compensation from the Employer as in
date until he reached age sixty-five.

The income used for purposes of computing a
Benefit will be the portion of his annual Co

as wages for purposes of the Social Security
income earned prior to his first full year o

will be estimated by applying a 6% salary sc
his first full year of employment with the E

In the event the Participant furnishes the C
from the Social Security Administration of h
year-by-year basis, the Participant's Social
adjusted accordingly. The Participant must m
Security Administration for such information
of time, but not longer than six (6) months
date the Participant ceases working for the
the Participant is notified of his benefit u
Participant's benefit is adjusted in accorda
the adjusted benefit will commence after the
furnishes to the Committee documentation of

"SOCIAL SECURITY COMPENSATION" means the les

Covered Compensation or the average of the P
the three year period ending with the Plan Y
retirement. In determining a Participant's C
year, earnings in excess of the Social Secur
effect for each year shall be disregarded.

eceive the same rate of
effect on his termination

Participant's Social Security
mpensation which is treated
Act. The Participant's

f employment as an Employee
ale projected backwards from
mployer.

ommittee with documentation
is actual salary history on a
Security Benefit will be

ake application to the Social
during a reasonable period
after the later of (i) the
Company, and (ii) the date
nder this Plan. If a

nce with this Section 1.30,
date the Participant

his actual salary history.

ser of the Participant's
articipant's Compensation in
ear of termination or
ompensation for any such
ity Taxable Wage Base in

1.31 "SOCIAL SECURITY RETIREMENT AGE" means:

(a) for persons born prior to 1938, age 65;
(b) for persons born in 1938 or later but priod 855, age 66; and
(c) for persons born in 1955 or later, age 67.

e contribution and benefit
ial Security Act on the first

1.32 "SOCIAL SECURITY TAXABLE WAGE BASE" means th
limit in effect under Section 230 of the Soc
day of the Plan Year.

1.33 "SPONSORING EMPLOYER" means Watts Industries
thereto.

, Inc. or any successor

-9-



1.34 "TERMINATED PARTICIPANT" means a former Part
an Employee prior to his Normal Retirement D
4.01) for any reason other than death or ret
the terms of the Plan.

1.35 "TRUST" means the agreement between the Empl
constitutes part of this Plan, or any other
between the Employer and a Trustee named the
constitute a part of this Plan, as the same
time.

1.36 "TRUST FUND" or "TRUST" means the Watts Indu
maintained in accordance with the terms of t
Trust was established, as it may be amended

1.37 "TRUSTEE" means the person, persons, or enti
successor to that office.
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irement in accordance with

oyer and the Trustee which
Trust created by agreement
rein which shall also

may be amended from time to

stries, Inc. Master Trust,
he agreement under which the
from time to time.

ty named as Trustee, or any



ARTICLE 2 - SERVICE

2.01 SERVICE PRIOR TO JANUARY 1, 1985

With respect to employment prior to January
"Service" as defined under the Prior Plans.

2.02 CREDITING OF SERVICE ON OR AFTER JANUARY 1,

An Employee must accumulate at least 1,000 H
12-month computation period in order to be ¢
Service. The 12-month computation period for
year of Service for vesting under Section 6.
12-month computation period for purposes of
for eligibility under Section 3.01 is the 12

the Employee first performs an Hour of Servi
computation periods shall be the Plan Year b
that includes the first anniversary of the d
performs an Hour of Service. The 12-month co
of determining a year of Service for Benefit
forth in Section 2.05 is the Plan Year. Duri
during which an Employee's Hours of Service
Employee shall be credited with 190 Hours of
during such period in which he or she comple

Notwithstanding any other provision of this
entities listed in Section 3.01(b) shall be
eligibility and vesting purposes.

2.021 BREAK IN SERVICE DEFINED ON AND AFTER JANUAR

Service shall be considered broken by the fo
Service will not be broken during any Plan Y

1, 1985, Service shall mean

1985

ours of Service during a
redited with a year of
purposes of determining a

02 is the Plan Year. The
determining a Year of service
-month period beginning when
ce and the subsequent
eginning with the Plan Year
ate the Participant first
mputation period for purposes
Service purposes as set

ng any computation period
cannot be determined, the
Service for each month

tes one Hour of Service.

Section 2, Service with the
taken into account for
Y 1, 1985

llowing, provided that
ear in which an Employee

completes more than 500 Hours of Service:
(a) voluntary quit;
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(b) discharge;

(c) iliness or injury in excess of one year,;

(d) layoff in excess of one year;

(e) authorized leave of absence in excess of oae ye

(f) failure to return to the Service of the Employgon the

expiration of an authorized leave of
of time entitling an Employee to reem
discharge from the Armed Forces of th

For purposes of the Plan, a one year Break i
have occurred at the end of any Plan Year in
accumulate more than 500 Hours of Service.

2.022 RECREDITING OF SERVICE UPON REEMPLOYMENT

If a Participant incurs a Break-in-Service a
and he thereafter meets the definition of El
one year of Service, as provided in Section
be reinstated as of his date of reemployment

2.03 HOUR OF SERVICE DEFINED
Hour of Service means:

(@) Each hour for which an Employee is di
entitled to payment for the performan
or an Affiliated Employer, such hours
computation period in which the dutie

(b) Each hour for which an Employee is di
entitled to payment on account of a p
duties are performed for the Employer
(irrespective of whether the employme

-12 -

absence; or within the period
ployment rights after
e United States of America.

n Service shall be deemed to
which an Employee fails to

nd is subsequently reemployed
igible Employee and completes
3.03, his prior Service shall

rectly or indirectly paid or

ce of duties for the Employer
to be credited to the

s are performed;

rectly or indirectly paid or
eriod of time during which no
or an Affiliated Employer

nt



()

(e)

®

relationship has terminated) due to v
incapacity (including disability), la

duty or leave of absence (but excludi
under a plan maintained solely for th
workmen's compensation, unemployment
insurance laws); provided, however, t
shall be credited to an Employee unde
account of any single continuous peri

Each hour, not credited under (a) or
listed in Section 2.02, which does no
that the Employee retires or returns
or an Affiliated Employer upon the ex

Each hour not counted under paragraph
which back pay, irrespective of mitig

or agreed to by the Employer or an Af
to be credited under the computation
award or agreement is applicable;

Hours credited under paragraphs (b) a
computed on the basis of the number o
Employee would have been compensated
his regular work schedule during his
however, that in the case of hours cr
such number of hours shall not be les
the Employee would receive if such co
accordance with the provisions of Sec
of the Labor Department Regulations w
by reference.

Solely for purposes of determining wh
occurred with respect to Section 2.02
during a period of absence from the E
Employee's pregnancy, (ii) by reason
Employee's child, (iii) by reason of
the Employee in connection with the a
Employee, or (iv) for purposes of car
period beginning immediately followin
shall be credited to the Employee. Fo

(f) the following special rules will apply:
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acation, holiday, illness,

y-off, jury duty, military

ng any payments made or due
e purpose of complying with
compensation, or disability
hat no more than 501 hours

r this paragraph (b) on

od of absence;

(b) above during any absence
t break his Service, provided
to the employ of the Employer
piration of such absence;

s (a), (b), or (c) above for

ation of damages, is awarded
filiated Employer; such hours
period to which the back pay

nd (c) above shall be

f hours for which the

if he had continued to work
period of absence; provided,
edited under paragraph (b),
s than the number of hours
mputation had been made in
tion 2530.200b-2(b) and (c)
hich are incorporated herein

ether a Break-in-Service has

1, each non-compensated hour
mployer (i) by reason of the

of the birth of the

the placement of a child with
doption of such child by the

ing for such child for a

g such birth or placement

r purposes of this subsection



(i) any Hour of Service credited hereunder withpezs to an absence shall be credited (A) onlyéRfan Year in which the absence begins, if
the Employee would be prevented from incurring eaBrinService in such year solely because of Hours ofi€ecredited hereunder for su

absence, or (B) in any other case in the immedgidtdbwing Plan Year;

(i) no Hours of Service shall be credited hereundgess the Employee furnishes the Committee suitth information as the Committee may
reasonably require (in such form and at such timma Committee may reasonably require) establisti) that the absence from work is an
absence described hereunder, and (B) the numlgysffor which the absence lasted;

(i) in no event shall more than 501 Hours of Segwbe

credited to an Employee hereu
reason of any one pregnancy o
child.

Hours of Service to be credited to an
described in this Section 2.03(f) abo
Committee with reference to the indiv
work schedule; provided that if the C
the number of Hours to be credited, t
credited eight (8) Hours of Service f

2.04 BENEFIT SERVICE

With respect to employment prior to January
shall mean "Benefit Service" as defined in t

With respect to employment on and after Janu
for purposes of determining a Participant's

his years of Service earned as an Eligible E
prior to such Eligible Employee's twenty fir
this Section 2.05, a year of Service is any
Participant is credited with 1000 Hours of S
computation period in which an Eligible Empl
cannot be determined, the
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nder for any absence by
r the placement of any one

individual during an absence
ve will be determined by the
idual's most recent normal
ommittee cannot so determine
here shall instead be

or each day of absence.

1, 1985, Benefit Service
he Prior Plans.

ary 1, 1985, Benefit Service,
benefit under the Plan means
mployee excluding any service
st birthday. For purposes of
Plan Year in which the

ervice. During any

oyee's Hours of Service



Eligible Employee shall be credited with 190 Hours of Service for each

month during such period in which he or she completes one Hour of
Service.

However, if an Eligible Employee does not ha ve 1,000 Hours of Service in
a Plan Year because he or she enters or, fol lowing a Break in Service,
re-enters employment with the Employer after the first day of a Plan Year
or terminates his or her employment or retir es prior to the end of a Plan
Year, he or she shall be deemed to have accr ued a partial year of service
for such Plan Year equal to the ratio that h is or her credited Hours of

Service for such Plan Year bears to 1,000.

2.05 VETERAN'S BENEFITS

Notwithstanding any provision of this Plan t o the contrary,
contributions, benefits and service credit w ith respect to qualified
military service will be provided in accorda nce with Section 414(u) of

the Internal Revenue Code.

- 15 -



ARTICLE 3 - PARTICIPATION
3.01 PARTICIPATION REQUIREMENTS
(a) Subject to the provisions of paragraph (b) Wwelo

Any Eligible Employee who was a Participant on Daber 31, 1996 shall continue to participate inRhen as of January 1, 1997 in
accordance with the provisions of this restated Pla

Any other Eligible Employee shall become a Partaipon the first day of the month coinciding withnext following the date on which he t
both attained age 21 and completed at least onmeoj&ervice, provided he is then an Eligible Enygle.

(b) Notwithstanding any provision in the Plan te ttontrary, the following provisions shall apply:

(i) Effective January 1, 1987, a nonunion emplogegames Jones Company on or after December 18, k88l be eligible to join the Plan on
the first day of the month coinciding with or néatiowing the date on which he attains age 21 andpetes one year of Service. Subject tc
rules of the Plan, service with James Jones Comfranythe later of December 31, 1969 or date of by James Jones Company and prior to
January 1, 1987 shall be recognized for vestingedigibility purposes. Service for benefit accrparposes shall begin on or after January 1,
1987 and shall end on the earlier of Septembe®96 br the date a Participant terminates his Servic

(i) Effective January 1, 1989, an Eligible Empleyef KF Industries, Inc., Leslie Controls, Inc.,d®iph LaBranche, Inc., or Watts Automatic
Control Valve Company, Inc. shall be eligible tinjthe Plan on the first day of the month coincigimith or next following the date on which
he attains age 21 and completes one year of Sefidgect to the rules of the Plan, service withlK#fustries, Inc., Leslie Controls, Inc.,
Rudolph LaBranche, Inc., or

-16 -



Watts Automatic Control Valve Company, Inc. priorJanuary 1, 1989 shall be recognized for vestimedigibility purposes. Service for
benefit accrual purposes shall begin on or afteadey 1, 1989. Service with KF Industries, Inc. &edlie Controls, Inc. for all purposes shall
not be taken into account after October 18, 1999.

(iii) Effective July 19, 1990, an Eligible Employeé& Nicholson Steam Trap, Inc. shall be eligiblgdim the Plan on the first day of the month
coinciding with or next following the date on whibk attains age 21 and completes one year of ®eiSitject to the rules of Article Il of the
Plan, service with Nicholson Steam Trap, Inc. ptioduly 19, 1990 shall be recognized for vestind aligibility purposes. Service for benefit
accrual purposes shall begin on or after July 8901 Service with Nicholson Steam Trap, Inc. fépakposes shall not be taken into account
after October 18, 1999.

(iv) Effective September 7, 1990, an Eligible Emyale of Circle Seal Controls, Inc. shall be eligitdgoin the Plan on the first day of the
month coinciding with or next following the date which he attains age 21 and completes one yegemwfce. Subject to the rules of the Plan,
service with Circle Seal Controls, Inc. prior tapBamber 7, 1990 shall be recognized for vestingedigibility purposes. Service for benefit
accrual purposes shall begin on or after SeptembE990. Service with Circle Seals Controls, lme.dll purposes shall not be taken into
account after October 18, 1999.

(v) Effective January 1, 1991, an Eligible Employééndustrial Products Division shall be eligiliejoin the Plan on the first day of the mo
coinciding with or next following the date on whibk attains age 21 and completes one year of 8eSitject to the rules of the Plan, service
with Industrial Products Division prior to Janudry1991 shall be recognized for all purposes. $eniith Industrial Products Division for all
purposes shall not be taken into account after lagett8, 1999.

(vi) Effective January 1, 1991, an Eligible Empleyaf Eagle Valve shall be eligible to join the Ptanthe first day of the month coinciding
with or next following the date on which he attadgge 21 and completes one year of
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Service. Subject to the rules of the Plan, semwitle Eagle Valve prior to January 1, 1991 shaltéeognized for vesting and eligibility
purposes. Service for benefit accrual purposes blgin on or after January 1, 1991. Service witlglE Valve for all purposes shall not be
taken into account after October 18, 1999.

(vii) Effective December 31, 1991, an Eligible Emy¢e of Spence Engineering Company, Inc. shallipidke to join the Plan on the first day
of the month coinciding with or next following tldate on which he attains age 21 and completes @aeof Service. Subject to the rules of the
Plan, service with of Spence Engineering Compamy, prior to January 1, 1992 shall be recognizedligpurposes. Service for benefit acci
purposes shall begin on or after January 1, 198&i& with of Spence Engineering Company, Incalbpurposes shall not be taken into
account after October 18, 1999.

(viii) Effective January 1, 1993, an Eligible Empée of Contromatics, Inc. shall be eligible to jtie Plan on the first day of the month
coinciding with or next following the date on whibk attains age 21 and completes one year of 8eiSitject to the rules of the Plan, service
with Contromatics, Inc. prior to January 1, 199alkhe recognized for vesting and eligibility pusgs. Service for benefit accrual purposes
shall begin on or after January 1, 1993. Servidh ®@bntromatics, Inc. for all purposes shall notddesn into account for October 18, 1999.

(ix) Effective October 1, 1993 an Eligible EmployafeHenry Pratt Company shall be eligible to jdie tPlan on the first day of the month
coinciding with or next following the date on whibk attains age 21 and completes one year of ®eiSidject to the rules of the Plan, service
with Henry Pratt Company prior to October 1, 1983lkbe recognized for vesting and eligibility pages. Service for benefit accrual purposes
shall begin on or after October 1, 1993 and shall@n the earlier of September 4, 1996 or the @®articipant terminates his Service.

(x) Effective August 31, 1995, a salaried emplogE&eane Controls Corporation who became an emploje€ircle Seal Controls, Inc. shall
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become an Eligible Employee for purposes of tha Blad shall become a Participant in the Plan aiseofater of August 31, 1995 or the date
such Eligible Employee meets the requirements ofi@e 3.01(a). An Eligible Employee's service witbane Controls Corporation, prior to its
acquisition by the Employer, shall be taken intocamt for eligibility and vesting purposes. Howewarch Eligible Employee's Benefit Service
shall be taken into account only with regard toieerwith the Employer commencing August 31, 199&rvice with Keane Controls
Corporation for all purposes shall not be taken axtcount after October 18, 1999.

(xi) Effective January 1, 1996 an Eligible Employ#eAnderson-Barrows Metal Corporation shall bgiblie to join the Plan on the first day of
the month coinciding with or next following the dain which he attains age 21 and completes oneof&arvice. Subject to the rules of the
Plan, service with AndersoBarrows Metal Corporation prior to January 1, 1886l be recognized for vesting and eligibility pases. Servic
for benefit accrual purposes shall begin on oraféauary 1, 1996.

(xii) Effective January 1, 1997, an employee of Suidated Precision Corp. who became an employ&irofe Seals Controls shall become
Eligible Employee for purposes of the Plan andldhestome a Participant in the Plan as of the lattdanuary 1, 1997 or the date the Eligible
Employee meets the requirements of Section 3.0A(aEligible Employee's service with Consolidateeédsion Corp. prior to its acquisition
by the Employer shall be taken into account fagibllity and vesting purposes. However, such Elgibmployee's Benefit Service shall be
taken into account only with regard to service wite Employer commencing January 1, 1997. Servitte@onsolidated Precision Corp. for
all purposes shall not be taken into account &ttober 18, 1999.

(xiii) Effective January 1, 1998, a salaried emgleyf Ames Company, Inc. shall become an EligilmgByee under this Plan and shall
become a Participant in the Plan as of the latdanfiary 1, 1998 or the date the Eligible Emplayeets the requirements of Section 3.01(a).
Such Eligible Employee's service with Ames Compang, prior to its
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acquisition by the Employer shall be taken intoocatt for eligibility and vesting. However, such dible Employee's Benefit Service shall be
taken into account only with regard to service wfite Employer commencing January 1, 1998.

(xiv) Effective March 17, 1998, a salaried emplogédtkomatic Valve Company who became an emplayfe@ircle Seal Controls, Inc. shall
become an Eligible Employee for purposes of the Blad shall become a Participant in the Plan &lseofater of March 17, 1998 or the date
Eligible Employee meets the requirements of Section

3.01(a). An Eligible Employee's service with Atkaima/alve Company, prior to its acquisition by tEmployer, shall be taken into account
eligibility and vesting. However, such Eligible Elopee's .Benefit Service shall be taken into actoumty with regard to service with the
Employer commencing March 17, 1998. Service witkofstatic Valve Company for all purposes shall notdden into account after October
18, 1999.

(xv) Effective April 1, 1998, a salaried employdef@rodyne Controls Corporation who became an BligEmployee of Circle Seal
Corporation on January 5, 1998 shall be eligiblpadicipate in the Plan on the first day of themiocoinciding with or next following the de
he attains age 21 and completes one year of SeS&eice with Aerodyne Controls Corporation ptimdanuary 5, 1998 shall be taken into
account for eligibility and vesting purposes. Hoeesuch Eligible Employee's Benefit Service shaltaken into account only with regard to
service with the Employer commencing April 1, 1988rvice with Aerodyne Controls Corporation forlkposes shall not be taken into
account after October 18, 1999.

(xvi) Effective January 1, 2001, a salaried empéogéMcCraney, Inc. (dba "Spacemaker") or Wattstitey, Inc. (now called Watts Radiant,
Inc.) shall become an Eligible Employee under Bign and shall become a Participant in the Plaf te later of January 1, 2001 or the date
the Eligible Employee meets the requirements ofi&ec

3.01(a). Such Eligible Employee's service with af®daney, Inc. (dba "Spacemaker")
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or Watts Heatway, Inc. (now called Watts Radiamt, )l prior to its acquisition by the Employer shzdl taken into account for eligibility and
vesting. However, such Eligible Employee's Bengéitvice shall be taken into account only with regarservice with the Employer
commencing January 1, 2001.

(xvii) Effective November 1, 2001, a salaried enygle of Powers Process Controls Division of Markat@is Corporation (PPC) shall beca
an Eligible Employee under this Plan and shall beza Participant in the Plan as of the later of&olver 1, 2001 or the date the Eligible
Employee meets the requirements of Section 3.0%(&jh Eligible Employee's service with PPC prioitdcacquisition by the Employer shall
be taken into account for eligibility and vestitfpwever, such Eligible Employee's Benefit Servicalsbe taken into account only with regard
to service with the Employer commencing Novembe2QD1.

(xviii) Effective January 1, 2002, a salaried enygle of Premier Manufactured Systems, Inc. shalbimecan Eligible Employee under this F
and shall become a Participant in the Plan aseofder of January 1, 2002 or the date the Eligisteoloyee meets the requirements of Section
3.01(a). Such Eligible Employee's service with tdriRier Manufactured Systems, Inc. prior to its asitjon by the Employer shall be taken
into account for eligibility and vesting. Howevstch Eligible Employee's Benefit Service shallddesh into account only with regard to
service with the Employer commencing January 12200

3.02 PARTICIPATION UPON REEMPLOYMENT

(a) Subject to the provisions of paragraph (b) Wwekach Participant who is reemployed followingradk in Service pursuant to Section 2.021
shall participate again as of his reemployment dateided he has met the requirements of Sectio?2.

(b) For participants who participated in the SpeRtz on December 31, 1991
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(i) Reemployment of Terminated Participant who &stéd in Retirement Benefit.

a. In the event of the reemployment of a Termin&adicipant who has met the requirements for aafeBenefit under Section 6.02(a), such
Terminated Participant shall be entitled to pgptité in the Plan immediately upon reemployment.

b. If such Terminated Participant has not receeefund of the balance in his Accumulated Contrims Account, his Benefit Service before
his termination of employment will be fully restdrand combined with his subsequent Benefit Setdiaalculate his benefit under the Plan
upon his subsequent retirement or other terminatf@mployment.

c. If such Terminated Participant has receivedanctof the balance in his Accumulated Contributhmtount, he may repay such amount to
the Employer pursuant to the requirements set farfubparagraph (iii) below. If he repays such anmphis Benefit Service before his
termination of employment will be fully restoreddaoombined with his subsequent Benefit Serviceatowate his benefit under the Plan upon
his subsequent retirement or other terminatiomgbleyment. If he does not repay such amount, ug@subsequent retirement or other
termination of employment he shall be entitleddoaive a benefit equal to the benefit providedent®n 5.03 as of his initial termination date
plus a benefit calculated using the Benefit Sereieglited to him from the date of reemploymentitodubsequent retirement or other
termination of employment.

(i) Reemployment of Terminated Participant whidNist Vested in Retirement Benefit.
a. In the event of the reemployment of a Termin&adicipant who has not incurred a Break in Sexviuit who has not met the

-22 -



requirements for a Vested Benefit under Sectio2(@)) such Terminated Participant shall be entitteparticipate in the Plan immediately
upon his reemployment.

(1) If such Terminated Participant has not receimedfund of the balance in his Accumulated Countiéim Account, his Benefit Service before
his termination of employment will be combined witis subsequent Benefit Service to calculate hifieunder the Plan upon his subsequent
retirement or other termination of employment.

(2) If such Terminated Participant has receivedfarrd of the balance in his Accumulated Contributdecount, he may repay such amount to
the Employer pursuant to the requirements set farfubparagraph (iii) below. If he repays such anphis Benefit Service before his
termination of employment will be combined with Bishsequent Benefit Service to calculate his benefler the Plan upon his subsequent
retirement or other termination of employment.uéls Terminated Participant does not repay such atnapon his subsequent retirement or
other termination of employment he shall be erditiea benefit calculated using the Benefit Sercreglited to him from the date of
reemployment to his subsequent retirement or dérarination of employment. If such Terminated Réptint does not repay such amount,
upon his subsequent retirement or other terminatf@mployment his benefit shall be calculated g$#enefit Service as defined in Section
2.05 provided, however, that Benefit Service ptindanuary 1, 1987 shall not be included.

(iii) REPAYMENT - A Terminated Participant who hesceived a refund of the balance in his Accumul&edtribution Account and who has
subsequently resumed employment prior to incurfiveconsecutive one-year Breaks in Service magydp the Employer for credit to the
Fund the
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full amount of such cash settlement with intereshpounded annually at the rate of 5% per annursyoh other rate as may be prescribed by
the Secretary of the Treasury) from the date aghiéh such cash settlement was determined to tteealaepayment. Repayment must be
made prior to the occurrence of the earlier of fieasecutive one-year Breaks in Service, or fiveryafter the date of reemployment.
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ARTICLE 4 - RETIREMENT DA

4.01 NORMAL RETIREMENT DATE

The Normal Retirement Date of a Participant
month coinciding with or next following his

4.02 EARLY RETIREMENT DATE

Except as provided below, a Participant who
birthday and who has completed at least ten
upon written notice to the Committee on an E
may be the first day of any month subsequent
and prior to his Normal Retirement Date.

Notwithstanding the foregoing, in the case o
prior to January 1, 1992 (excluding a former
Plan or the Henry Pratt Plan) who has reache
and who has completed at least five years of
written notice to the Committee an Early Ret
first day of any month subsequent to the dat
to his Normal Retirement Date.

4.03 DEFERRED RETIREMENT DATE

If a Participant remains in the Service of t
Employer after his Normal Retirement Date, h
shall be the first day of the month which co
the date of his actual retirement.
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shall be the first day of the
Normal Retirement Age.

has reached his fifth-fifth
years of Service may elect
arly Retirement Date which
to the date of such election

f a Participant who was hired
participant of the Spence

d his fifty-fifth birthday

Service may elect upon
irement Date which may be the
e of such election and prior

he Employer or an Affiliated
is Deferred Retirement Date
incides with or next follows



ARTICLE 5 - RETIREMENT BEN

5.01 FORM OF NORMAL RETIREMENT BENEFIT

Except as provided in Section 5.02, a Partic
Benefit under the Plan shall be an annuity f
commencing on the Participant's Normal Retir
Section 4.01) and terminating with the month
death.

5.02 SPOUSE JOINT AND SURVIVOR ANNUITY

In lieu of the life annuity payable under Se

is married on his benefit commencement date
benefit in the form of a Spouse Joint and Su
in Section 5.021, provided he has not made a
5.022 to have his benefit paid under the lif
Section 5.01 or under an optional form descr
Atrticle 8.

5.021 AMOUNT OF SPOUSE JOINT AND SURVIVOR ANNUITY

The Spouse Joint and Survivor Annuity shall
to a Participant for his lifetime with provi

of such reduced amount to the Participant's
the spouse's lifetime after the death of the

All such amounts shall be the Actuarial Equi
forth hereafter in this Article 5 which are
basis.

5.022 ELECTION OUT OF SPOUSE JOINT AND SURVIVOR AN

A married Participant may elect, pursuant to
receive his benefit in the form of the Spous
by delivering to the Committee, during the e
below, his written election to have his bene
described in Section 5.01 or under an option
5.051 or Atrticle 8. The election period with
form described in Section 5.01 and the Spous
shall be a ninety (90) day period ending on
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ction 5.01, a Participant who
shall receive his retirement
rvivor Annuity as described
n election under Section

e annuity form described in
ibed in Section 5.051 or

be a reduced amount payable
sion for continuation of 50%
spouse for the duration of
Participant

valent of the benefits set
payable on a single life

NUITY

Section 5.024, not to

e Joint and Survivor Annuity
lection period described

fits paid under the form

al form described in Section
respect to the life annuity

e Joint and Survivor Annuity
the



Participant's benefit commencement date. The Participant may revoke such

election by filing a written revocation with the Committee at any time
during such election period. The election by a married Participant of an
optional form described under Section 5.051 or Article 8 shall be made in
accordance with the provisions of Section 5. 024, and Section 5.051 or

Article 8, whichever is applicable.

5.023 INFORMATION FURNISHED TO PARTICIPANT

No fewer than 30 days and no more than 90 da ys before a Participant's
benefit commencement date, the Committee sha Il furnish each Participant
with general information on the Spouse Joint and Survivor Annuity. Such

general information shall be in writing and shatilude:

(a) The terms and conditions of the Spouse JoihtSamvivor Annuity:

(b) The Participant's right to elect, and the dffgelecting, to waive the Spouse Joint and SunvAnnuity;
(c) The rights of the spouse;

(d) The right to revoke, and the effect of revokiag election to waive the Spouse Joint and SunAvmuity;
(e) The eligibility conditions and material featsief the optional forms of payment available uritierPlan;
() The relative values of the optional forms of/peent available under the Plan; and

(9) Such other information as may be required uageticable regulations.

The Committee shall also furnish the Participapgruhis written request made within sixty (60) dégiowing the date he is furnished such
general information, additional information explaip the financial effect upon his pension (in temfislollars per pension payment) of making
such election. Such additional information shalfimaished to the
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Participant within thirty (30) days followin
written request is received by the Committee

The notice described above is not required i
value of the Participant's nonforfeitable ac
equal to $3,500 ($5,000 commencing October 1
benefit commencement date.

The benefit commencement date for a distribu
Spouse Joint and Survivor Annuity may be les
of the written explanation described in the

(a) the Participant has been provided with i
indicates that the Participant has at least

to waive the Spouse Joint and Survivor Annui
consent) to a form of distribution other tha
Annuity; (b) the Participant is permitted to
distribution election at least until the ben

later, at any time prior to the expiration o
begins the day after the explanation of the
Annuity is provided to the Participant' and
date is a date after the date the written ex
Participant.

5.024 SPOUSAL CONSENT REQUIRED

Notwithstanding anything herein to the contr
married Participant of an optional form desc
5.051 or the normal form described in Sectio
unless:

(a) his surviving spouse consents in writ
election specifies the Beneficiary an
elected by the Participant in lieu of
Survivor Annuity, and such consent ac
election and is witnessed by a Plan r
public; or

(b) itis established to the satisfaction
consent required under (a) above may
is no spouse or the spouse cannot be
can show by court order that he is le
spouse or has been abandoned by the s
local law, or due to other circumstan
Treasury may prescribe.
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5.03 AMOUNT OF NORMAL RETIREMENT BENEFIT

Any consent by a spouse under (a) above,
Committee with respect to such spouse un

effective only with respect to such spou

(a) Subiject to the provisions of Section

Normal Retirement Benefit payable to
under the Plan on or after January 1,
Normal Retirement Date but prior to J
amount equal to forty percent (40%) o
Compensation less fifty percent (50%)
Benefit, multiplied by a fraction (no
numerator of which is his years (and
Benefit Service and the denominator o

(b) Subiject to the provisions of Section

©

Normal Retirement Benefit payable to
under the Plan on or after January 1,
Normal Retirement Date but prior to J
amount equal to forty-five percent (4
Compensation less fifty percent (50%)
Benefit, multiplied by a fraction not

of which is his years (and fractions
Service and the denominator of which

Subject to the provisions of paragrap
5.031 and 5.04, the annual Normal Ret
Participant who retires under the Pla
and on or after his Normal Retirement
equal to the greater of (i), (ii), (i

(i) 1.67% times the Participant's
less the Maximum Offset Allowa
multiplied by his years of Ben
years);

(i) 1.00% times the Participant's
multiplied by his years of Ben
years);
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5.031 and 5.04, the annual
a Participant who retired
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anuary 1, 1989 shall be an
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of his Social Security
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irement Benefit payable to a
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Date shall be an amount
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nce, the result of which is
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Final Average Compensation
efit Service (maximum of 25



(iii) the Participant's accrued bene fit as of March 15, 1990 (or
December 31, 1988 if the Parti cipant is a highly
compensated employee as define d in Section 414(q)(1)(A) or
(B) of the Code);

(iv) the Participant's accrued bene fit under the Plan determined

as of the December 31 precedin g the date of determination.
(d) For Participants Who Participated in the Spence Plan on December

31,1991

(i) Notwithstanding the foregoing provisions of this Section,
with respect to a Participant who participated in the
Spence Plan on December 31, 19 91 and who retires under this
Plan on or after January 1, 19 94 and on or after his annual
Normal Retirement Date, his an nual Normal Retirement
Benefit shall equal the sum of (A) and (B) but in no event

less than (C) where:
(A) is equal to the sum of (1), (2), (3), and (€)dw:

(1) 5/8 of 1% of the Participant's Final Averagen@p@nsation multiplied by his years of benefit seevéarned prior to June 1, 1975 under the
Spence Plan.

(2) 3/4 of 1% of the Participant's Final Averagen@pensation multiplied by his years of benefit seevéarned on and after June 1, 1975
through May 31, 1980 under the Spence Plan.

(3) 7/8 of 1% of the Participant's Final Averagen@pensation multiplied by his years of benefit seevearned on and after June 1, 1980
through May 31, 1985 under the Spence Plan.

(4) 1% of the Participant's Final Average Compensanultiplied by his years of benefit service eatron and after June 1, 1985 through
December 31, 1986 under the Spence Plan.
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The amount of the benefit calculated in accordavitie this paragraph (d)(i)(A) shall be actuaridligreased to reflect the change in the noi
form of benefit payment from a 5 year certain aadtinuous annuity to a single life annuity.

(B) is equal to the greater of (1) or (2) below:

(1) 1.67% times the Participant's Final Average @ensation less the Maximum Offset Allowance, theulteof which is multiplied by his
years of Benefit Service earned under the Sperared? or after January 1, 1987 but prior to Janta®®92, and Benefit Service earned ur
the Plan on or after January 1, 1992 (maximum ofegs).

(2) 1.00% of the Participant's Final Average Congagion multiplied by his years of benefit servieereed under the Spence Plan on and after
January 1, 1987 but prior to January 1, 1992 asgdérs of Benefit Service earned on and afteratgriy 1992 under the Plan (up to a
maximum of 25 years).

Notwithstanding the foregoing, a Participant whersdited with a 1,000 Hours of Service under therse Plan during the twe-month

period beginning on June 1, 1985 and ending on 81ay1986 and during the twelve-month period begigrin January 1, 1986 and ending on
December 31, 1986 shall be credited with 2 yeaBewiefit Service for purposes of Section 5.03((A\i}4) to reflect the change in the Spence
Plan's plan year to a calendar year.

(C) is equal to the greater of (1) or (2) below:
(1) the Actuarial Equivalent of the Participantscéimulated Contributions Account.
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(2) the Participant's accrued benefit determinedbuthe Spence Plan as of December 31, 1991.
(e) For Participants Who Participated in the HdPrgtt Plan on September 30, 1993

Notwithstanding the foregoing provisions of thi<&en, with respect to a Participant who particgzhin the Henry Pratt Plan on Septembel
1993 and who retires under this Plan on or aftgteSeber 30, 1993 and on or after his annual NoRedkrement Date, his Normal Retirement
Benefit shall be an amount based on a maximum g&2%s of "Combined Total Benefit Service" (as dedi below) and equal to the sum of (i)
and (ii), where:

(i) is the Participant's accrued benefit earneceutioe Henry Pratt Plan as of September 30, 1998pted by a fraction, the numerator of
which equals the Participant's Final Average Corspgan determined as of his retirement date andéheminator of which equals the
Participant's Final Average Compensation determasedf December 31, 1993.

(i) is the Participant's accrued benefit, if adgtermined in accordance with Section 5.03(c) &arg of Benefit Service earned on or after
October 1, 1993 under the Plan.

For purposes of determining a Participant's acchesekfit under paragraph (e)(i) above, the follapshall apply:

(A) If the Participant was hired by the Henry P@timpany on or before September 7, 1988, he shaltddited with service under the Henry
Pratt Plan beginning on September 7, 1988 and gratirSeptember 30, 1993 and such service shablmged in years and completed mon

(B) If the Participant was hired by the Henry P@tmpany after September 7, 1988, he shall betegkdiith service under the Henry Pratt
Plan beginning on his date of employment and endin§eptember 30, 1993 and such service shalllmgen in years and completed months.
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For purposes of this Section 5.03(e), "CombinedlTBenefit Service" means service earned undertrey Pratt Plan and Benefit Service
earned under the Plan. In the event a Particip@otsbined Total Benefit Service exceeds twenty-five

(25) years on his date of retirement with the Empipthe Participant's Normal Retirement Benefétlsbe determined by decreasing his years
of service earned under the Henry Pratt Plan byitimber of years which exceeds twenty-five (25) #redbenefit calculated under paragraph
(e)(i) above shall be recalculated using the Fpeit's accrued benefit as of September 30, 1993.

(f) This subsection (f) shall apply to any Partaip who had his retirement benefit determined uidet B of the Plan and who after January 1,
1997, transferred to Regtrol Inc. (hereinafter mefg to as a "Transferred Jameco Participant™).

A Transferred Jameco Participant's Normal RetirdrBemefit shall be an amount based on a maximugbagfears of "Combined Total Benefit
Service" and equal to the sum of (i) and (ii) where

(i) is the Transferred Jameco Participant's acchggefit based on the formula under Part B of tha i effect as of the transfer date and
determined based upon (1) his years of Servicerupale B of the Plan as of the transfer date ahthi€Average Monthly Compensation un
Section 1.05 of Part B and his Covered Compensatigier Section 1.16 of Part B as of his retirenoenérmination date.

(i) is the Transferred Jameco Participant's aathenefit, if any, determined in accordance witht®a 5.03(c) for years of Benefit Service
earned on or after transfer date.

For purposes of this Section 5.03(f), "Combinedal Benefit Service" means benefit service earnetbuPart B of this Plan and Benefit
Service earned under subsection (ii) above. Irettemt a Participant's Combined Total Benefit Sereikceeds twenty-five (25) on his date of
retirement or termination of employment with the flfayer, the Transferred Jameco Participant's ratrg benefit shall be determined by
decreasing his years of service under subseciidny the
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number of years of service which exce
substituting such benefit service wit
under subsection (ii).

However, in no event shall a Transfer
accrued benefit be less than his accr
years of benefit Service as of his tr
under Part B.

5.031 MINIMUM BENEFIT FOR PARTICIPANTS ON JANUARY

The annual normal retirement benefit of a Pa
on January 1, 1979 shall in no event be less
sum of (a) and (b) below for each year of Be

(@) 1% of that portion of his Compensatio
subject to taxes under the Federal In
adjusted by regulation each year, plu

(b) 2% of that portion of his Compensatio
excess of that amount subject to taxe
Contributions Act, as adjusted by reg

5.032 ACCRUED BENEFIT

To determine a Participant's accrued benefit
(b) at any time prior to his Normal Retireme
determined the amount of Normal Retirement B
would have received if he had remained in th
his Normal Retirement Date but based on his
and Social Security Benefit as of the date s
determined. Such amount shall be multiplied
numerator is the number of years of Benefit
thereof) that the Participant has completed
number of years of Benefit Service (includin
Participant would have completed if he had r
Employer to his Normal Retirement Date.
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A Participant's accrued benefit under Sectio
benefit as defined under Section 5.03(c), (d
Average Compensation and Benefit Service as
benefit is being determined.

Notwithstanding the above, in the case of a
Compensation for a Plan Year beginning prior
$150,000, such Participant's Accrued Benefit
amount equal to the sum of his or her Accrue
December 31, 1993 plus an amount equal to th
Benefit determined in accordance with the pr
5.032 based on Years of Benefit Service earn

n 5.03(c), (d) and (e) is the
) or (e) based on Final
of the date the accrued

Participant whose

to January 1, 1994 exceeded
shall not be less than an

d Benefit determined as of

e Participant's Accrued
ovisions of this Section

ed by the Participant after

December 31, 1993.
5.04 MAXIMUM RETIREMENT BENEFITS

(a) For Plan Years beginning after 1986,
annual amount of a Participant's bene

the actual or projected
fit payable within a

Limitation Year shall not exceed the lesser of(j (ii) below:
(i) $90,000, or

(i) 100% of the Participant's average annual $ecdlil5 Compensation (as defined in paragraph (oydor the three consecutive calendar
years (or, if his period of employment is less thaee years, for his entire period of employmastia Participant during which he received
greatest aggregate Section 415 Compensation;

(b) In no event shall the limitations in paragrgghabove be less than $10,000 if the Participastriot at any time participated in a defined
contribution plan maintained by the Employer orAdfiliated Employer.

(c) The term "Section 415 Compensation" means wagaries, and fees for professional servicesodimel amounts received from the
Employer and all Affiliated Employers during thenhitation Year (without regard to whether or notanount is paid in cash) for personal
services actually rendered in the course of empéntrwith the Employer, to the extent such amourgdracludable in gross income, including,
but not limited to, overtime pay, tips, bonusesnaotssions to
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paid salesmen, compensation for services on the bha percentage of profits, commissions on iasoe premiums, fringe benefits,
reimbursements, and expense allowances, and erglttu following:

(i) amounts contributed by the Employer or AffigdtEmployer on behalf of the Employee pursuantgalary deferral agreement under this
Plan or any other cash or deferred arrangementidleddn Section 401(k) of the Code, to any sateduction agreement pursuant to a cafe
plan established under Section 125 of the Codi any other plan of deferred compensation, analvare not includable in the Employee's
gross income for the taxable year in which contdlduor any distributions from a plan of deferrethpensation;

(i) amounts realized from the exercise of a noalified stock option, or when restricted stock ooperty) held by the Employee either
becomes free transferable or is no longer subjeatdubstantial risk of forfeiture;

(iif) amounts realized with respect to the salehange, or other disposition of stock acquired uadgualified stock option; and

(iv) other amounts which receive special tax baggfir contributions made by the Employer (whetiremot under a salary reduction
agreement) towards the purchase of an annuity ibescin Section 403(b) of the Code (whether orthetamounts are excludable from the
Employee's gross income).

For purposes of applying the limitations of thisten, the term "Section 415 Compensation" meaastmpensation actually paid or
includable in the Employee's gross income for timitation Year.

Effective January 1, 1998, Section 415 Compensa&ionings shall include (i) any elective deferesdslefined in Code Section

402(9)(3), and (ii) any amount which is contributeddeferred by the Employer at the election ofEngployee and which is not includable in
the gross income of the Employee by reason of Code

Section 125 or 457. Effective January 1, 2001,i8eet15 Compensation shall include any amountsroedaunder Section 132(f)(4) of the
Code.
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(d) The dollar limitation described in paragrap}(ifeabove shall be increased by the cost of livafustment factor prescribed by the Secre
of the Treasury under Section 415(d) of the Codeh&djustment factor shall be applied to all Bgénts, including Participants and
Beneficiaries receiving benefits from the Plan mduch items as the Secretary shall prescribe.

(e) If the benefit payable to a Participant comnesnarior to the Participant's Social Security Ratient Age, but on or after the date he attains
age 62, the maximum annual amount determined yatagraph (a)(i) above shall be reduced as follows:

(i) if the Participant's Social Security Retiremage is 65, by 5/9ths of 1% for each month by whitthcommencement of payment of his
benefits precedes the month in which he attainggager

(ii) if the Participant's Social Security Retirenhege is 66 or 67, by 5/9ths of 1% for each offtte 36 months and 5/12ths of 1% for each
additional month by which the commencement of paynoé his benefits precedes the month in whichtteres his Social Security Retirement
Age.

If the benefit payable to a Participant commenedere age 62, the maximum annual amount determinddr paragraph (a)(i) above shall be
reduced in accordance with applicable regulatisaghat it is the Actuarial Equivalent of such amioas applied to a benefit beginning at age
62. For purposes of this paragraph, the Actuamgliglent shall be determined using the assumpspasified in Section 1.02(b).

(f If the payment of benefits to a Participant coences after his Social Security Retirement Age ntlaximum annual amount determined
under paragraph (a)(i) above shall be increasehagat is the Actuarial Equivalent of a $90,00éft multiplied by the adjustment factor
specified in paragraph (e) above, and payableemtirmal form at the Participant's Social SecuRégirement Age. For purposes of this
paragraph, the Actuarial Equivalent shall be deteechusing the assumptions specified in

Section 1.02(b).
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(9) The annual benefit is a retirement benefit urtde Plan which is payable annually in the fornaaiingle life annuity. If the benefit payable
to a Participant is not in the form of a single lénnuity nor in the form of a Spouse Joint and/i8ar Annuity, then the maximum annual
amount determined under paragraph

(a) above shall be reduced in accordance with ppéicable regulations so that it is the Actuariguivalent of such amount as payable in the
normal form. The interest rate and mortality asstimmg used to determine the Actuarial Equivalert bé the rates specified in Section 1.02

(b).

(h) If the Participant has completed less than ddry of Plan participation, the maximum annual amhdetermined under paragraph (a)(i)
above shall be adjusted by multiplying such amdayna fraction, the numerator of which is the Pgrat's number of years of Plan

participation (or parts thereof) and the denominafavhich is 10. To the extent provided in regigas or in other guidance issued by the
Internal Revenue Service, the preceding senteralelshapplied separately with respect to each ghémthe benefit structure of the Plan.

(i) If the Participant has completed less than &8rg of Service, the maximum amount determinednuBdetion paragraph (a)(ii) above
(without regard to paragraph (a)(i) above) shalabgisted by multiplying such amount by a fractith® numerator of which is the Participant's
number of years of Service (or parts thereof) &eddenominator of which is 10. To the extent predith regulations or in other guidance
issued by the Internal Revenue Service, the pragesintence shall be applied separately with réspeach change in the benefit structure of
the Plan.

() In no event shall the provisions of paragraphdr paragraph (i) above reduce the limitationpanagraph (a) to an amount less than one-
tenth of such limitations, determined without reyar the provisions of paragraph (h) and parag(gph

(k) If a Participant is, or has ever been, coveneder more than one defined benefit plan maintainethe Employer, the sum of the
Participant's annual benefits from all such plaasy mot exceed the maximum permissible amount.
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() TRANSITIONAL RULE. Notwithstanding the foregainprovisions of this Section 5.04, the maximum fation on annual benefits with
respect to any person who was a Participant ppidatuary 1, 1983 and whose annual benefit (detednwithout regard to any changes in the
plan after July 1, 1982 and without regard to afdtving adjustments, if any, occurring after Jdly1982) as of December 31, 1982, exceeds
the limitations set forth in this

Section 5.04, shall be such Participant's annuagfiteas of December 31, 1982; provided that suwsttid?pant's annual benefit did not exceed
the maximum limitation thereon as of December 3821

5.041 LIMITATION APPLICABLE TO DEFINED CONTRIBUTIONPLAN PARTICIPANTS

(a) If a Participant is also a participant in amfided contribution plan maintained by the Emplogean Affiliated Employer, the sum of the
defined benefit plan fraction and the defined dbotion plan fraction for any year shall not excde@ as provided in
Section 415(e) of the Code and any regulationessiiereunder.

(b) The DEFINED BENEFIT FRACTION for any Limitatioviear is a fraction, the numerator of which is slien of the Participant's projected
annual benefits under all defined benefit plansetivar or not terminated) maintained by the Emplpged the denominator of which is the
lesser of 1.25 times the dollar limit determinedi@nSections 415(b) and 415(d) of the Code andstatjun accordance with Section 5.04(h)
and (i) for the Limitation Year, or 1.4 times 10@¥the Participant's highest average annual

Section 415 Compensation (including any adjustmentier Section 415(b) of the Code) for any thregseoutive years.

Notwithstanding the above, if the Participant wasmeticipant as of the first day of the first Liagiion Year beginning after December 31, 1
in one or more defined benefit plans maintainedhigyEmployer which were in existence on May 6, 1986 denominator of this fraction will
not be less than 1.25 times the sum of the anrerafiis under such plans which the Participantdwdued as of the close of the last
Limitation Year beginning before January 1, 198%refjarding any changes in the terms and conditibtise Plan after May 5, 1986. The
preceding sentence applies only if the defined filgplens individually and in the aggregate
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satisfied the requirements of Section 415 of thdeClor all Limitation Years beginning before Jaryuhy 1987.

(c) The DEFINED CONTRIBUTION PLAN FRACTION for anlyimitation Year is a fraction, the numerator of whis the sum of the annual
additions to the Participant's accounts underefihéd contribution plans (whether or not termidt@aintained by the Employer for the
current and all prior Limitation Years (includiniget annual additions attributable to the Particiigambndeductible employee contributions tc
defined benefit plans, whether or not terminatedintained by the Employer, and the annual additatrutable to all welfare benefit funds,
as defined in Section 419(e) of the Code, and iddal medical accounts, as defined in Section 45 (bf the Code, maintained by the
Employer), and the denominator of which is the sifrthe maximum aggregate amounts for the curreditadirprior Limitation Years of servic
with the Employer (regardless of whether a defioeditribution plan was maintained by the Employ&He maximum aggregate amount in any
Limitation Year is the lesser of 1.25 times thelaolimitation determined under Sections 415(b) 448(d) of the Code in effect under Section
415(c)(1)(A) of the Code, or 35% of the Participsustection 415 Compensation (as defined in Seétidh(c)) for such Limitation Year.

For purposes of calculating the numerator in thfendd contribution plan fraction, a Participanteetax payroll deduction contributions made
before 1987, if any, shall be taken into accourithtoextent such contributions exceed the lesser of

(i) 6% of the Participant's Section 415 Compensafis defined in Section 5.04(c)) for the Limitatiéear, or
(i) 50% of the amount of such payroll deductiomtibutions for the Limitation Year.

If the Employee was a Participant as of the entthefiirst day of the first Limitation Year begingimafter December 31, 1986, in one or more
defined contribution plans maintained by the Emptoyhich were in existence on May 6, 1986, the maoe of this fraction will be adjusted
if the sum of this fraction and the defined benktittion would otherwise exceed 1.0 under the $eofrthis Plan. Under the
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adjustment, an amount equal to the product oft{@ )etxcess of the sum of the fractions over 1.0gi(8gthe denominator of this fraction, will
be permanently subtracted from the numerator gffthiction. The adjustment is calculated usingfthetions as they would be computed as of
the end of the last Limitation Year beginning beféanuary 1, 1987, and disregarding any changég iterms and conditions of the Plan made
after May 5, 1986, but using the Section 415 litiotaapplicable to the first Limitation Year beging on or after January 1, 1987.

(d) For the purpose of determining the denominatotke preceding two fractions, the maximum bdrafowable and the maximum annual
additions shall be deemed to be equal to the ledser

(i) 140% of the percentage limits, or
(il) 125% of the dollar limits provided in Sectiod45(b) and 415(c) of the Code for each such year.

(e) Any adjustment necessary to comply with thethtions of this section shall be made in the Bgudint's benefit payable under the relevant
defined benefit plan; but under no circumstanceg the accrued benefit of a Participant in a defibedefit plan decrease as a result of a Plan
amendment to change the combined plan limits.

(f) Effective January 1, 2000, the provisions a$tBection 5.041

shall no longer be effective.

5.042 AFFILIATED EMPLOYERS

For purposes of Sections 5.04 and 5.041, the Employer and all Affiliated
Employers shall be considered one employer, and the limitations shall be
applicable to the total benefits received fr om the Employer and all
Affiliated Employers. Further, in determinin g what is an Affiliated
Employer for the purposes of these Sections, the phrase "more than 50%"
shall be substituted for "at least 80%" each place it appears in Section

1563(a)(1) of the Code.
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5.05 EARLY RETIREMENT BENEFIT

The Early Retirement Benefit of a Participan
Early Retirement Date (as defined in Section
1985 shall be the benefit computed in (a) or
Participant:

(@) a benefit commencing on his Normal Re
Section 4.01) in an amount equal to h
Benefit determined in accordance with
5.03 or 5.031, whichever is applicabl

(b) areduced benefit commencing on his E
first day of any month thereafter but
Retirement Date, as elected by the Pa
shall be computed as in (a) above, re
of the first sixty months by which co
precedes his Normal Retirement Date,
month thereafter, if any, by which co
precedes his Normal Retirement Date.

Notwithstanding the foregoing provisions of
respect to a Participant who on September 30
the Henry Pratt Plan, his Early Retirement B
the benefit he could have received if he ret
retirement provisions of the Henry Pratt Pla

5.051 SOCIAL SECURITY OPTION

A Participant who is entitled to receive an
has elected to have such benefit commence pr
entitled to receive benefits under Title Il

may elect to receive a Social Security Optio
a larger monthly benefit prior to the date h
receive benefits under Title Il of the Socia
benefit after he is first entitled to receiv

the Social Security Act so that, to the exte
will receive a level monthly income when his
his income under Title Il of the Social Secu
account; provided, however, that his payment
Option will be the
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e, and Section 5.032;

arly Retirement Date or the
prior to his Normal
rticipant, which benefit
duced by 5/9 of 1% for each
mmencement of benefits
and by 5/18 of 1% for each
mmencement of benefits

this Section 5.05, with

, 1993 was participating in
enefit shall not be less than
ired under the early

n on September 30, 1993.

Early Retirement Benefit and
ior to the date he is

of the Social Security Act,

n under which he will receive
e is first entitled to

| Security Act and a smaller
e benefits under Title Il of

nt possible, the Participant
payments under the Plan and
rity Act are taken in to

s under the Social Security



Actuarial Equivalent of the Early Retirement
received if he had not elected such an optio

If a Participant elects a benefit under this
payable to anyone upon his death.

5.06 DEFERRED RETIREMENT BENEFIT
(a) RETIREMENT PRIOR TO AGE 70 1/2

Each Participant who continues in the
Affiliated Employer after attaining h
retires prior to age 70 1/2 shall be
retirement to receive a monthly Defer
Deferred Retirement Benefit payable u
be determined in accordance with Sect
is applicable, based on the Participa
(including fractions thereof) as of h
rate of benefit in effect under the P

(b) COMMENCEMENT OF BENEFITS WHILE ACTIVE

(b) Prior to January 1, 1997, the Deferre
to a Participant who attains age 70 1
Employee shall be equal to the Partic
determined as of the last day of the
Participant attains age 70 1/2. The D
payable under this paragraph (b) shal
with Section 5.03 or 5.031, whichever
payable in the form of a single life
Retirement Benefit shall commence no
immediately following the Plan Year i
attains age 70 1/2.

The monthly benefit of a Participant
benefits and who continues to be an E

of age 70 1/2 shall be adjusted, effe
following the Plan Year in which the
commenced and on each succeeding Janu
Participant's
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Section, no benefits will be

employ of the Employer or an
is Normal Retirement Age and
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red Retirement Benefit. The
nder this paragraph (a) shall
ion 5.03 or 5.031, whichever
nt's years of Benefit Service
is retirement date, and the

lan on his retirement date.

LY EMPLOYED

d Retirement Benefit payable
/2 and who continues to be an
ipant's accrued benefit

Plan Year in which the
eferred Retirement Benefit

| be determined in accordance
is applicable, and shall be
annuity. The Deferred

later than the January 1

n which the Participant

who has begun receiving
mployee after his attainment
ctive on the January 1
Participant's benefit

ary 1 prior to the



Deferred Retirement Date, to reflect
Participant's accrued benefit since t
final adjustment shall be made as of
Retirement Date. Adjustments required
include a reduction equal to the Actu
benefit payments already made with re
no event, however, will the benefit p
reduced as a result of this paragraph
of this paragraph will not affect the
previously elected by the Participant

Any Participant, other than a 5% owne
416(i), who attains age 70 1/2 after
January 1, 2002 shall have the option
retirement benefits at any time comme
1 following the Plan Year in which su
1/2. Any Participant, other than a 5%
Section 416(i), who attains age 70 1/
2002, shall commence receiving retire
the January 1 of the calendar year fo
which he attains age 70 1/2 or the ca
retires, whichever is later. Particip
continue to commence receiving benefi
the Plan Year in which they attained

Effective January 1, 1997, a Particip
Benefit shall be equal to the greater
Equivalent of his or her Deferred Ret
of April 1 of the calendar year follo
which the Participant attained age 70
Participant's Deferred Retirement Ben
her Deferred Retirement Date.

Upon such Participant's actual Deferr
then be eligible to make the election
5.022.
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ts on the January 1 following
age 70 1/2.

ant's Deferred Retirement
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ed Retirement Date, he shall
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5.07 SUSPENSION OF BENEFIT DISTRIBUTIONS

@

(b)

CONDITIONS FOR SUSPENSION

If any Participant is reemployed by t
Employer on or after his benefit comm
70 1/2, or if any Participant continu
Employer or an Affiliated Employer af
Date (as defined in Section 4.01), th
calendar month will be permanently wi
completes 40 or more Hours of Service
the four or five week payroll period

The benefit permanently withheld will
scheduled to be paid for the calendar
conditions for suspension are met.

REDETERMINATION OF BENEFITS

Upon the subsequent termination of em
was eligible to begin receiving payme
prior termination of employment date
payments had actually commenced), the
benefit shall be redetermined in acco
this Plan applicable to him as of his
employment date, as if no prior benef
His retirement benefit, as so redeter

by (i) the Actuarial Equivalent of th
previously made to such Participant p
Date or (ii) in the case of a lump su
Equivalent of the payment other than
attributable to the period (if any) a
Retirement Date and before his reempl
form of payment of any retirement ben
thereafter become entitled shall be d
the provisions of Article 5 at the ti
without regard to the form in which h
been paid.

The Participant's retirement benefit
be less than his retirement benefit p
payments.
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(c) RESUMPTION OF BENEFITS

In the case of a Participant who was receiving fiepayments prior to reemployment, payment of sbehefits shall resume no later than the
first day of the third calendar month following thmnth in which the Participant ceases to satiséydonditions for suspension described in
paragraph (a) above.

If the period of suspension is less than three hmrihe Participant's benefit shall continue teaie in the same form of payment as was in
effect before the suspension.

The amount of the Participant's benefit shall lieetermined, taking into account increased servickaay benefits paid before suspension, and
shall not be less than the amount of benefit thridiaant was receiving prior to suspension.

(d) NOTICE OF SUSPENSION

If a Participant continues to be empl oyed (or is reemployed) by
the Employer or an Affiliated Employe r after his Normal Retirement
Date (as defined in Section 4.01) and the commencement of his
benefit payments is delayed (or, in t he case of reemployment,
suspended) in accordance with the pro visions of paragraph (a)
above, the Committee shall give writt en notice to such Participant
as required under Department of Labor Regulations 2530.203-3(b)(4)
no later than the end of the first ca lendar month or payroll

period in which the payment of benefi ts would have commenced if
the Participant had not remained in o r returned to employment.

5.08 RETIREMENT PRIOR TO JANUARY 1, 1985

Except as specified otherwise here-in, the m onthly retirement benefit of
a Participant who retired from the Service o f the Employer prior to
January 1, 1985 shall be determined in accor dance with the applicable
provisions of the Prior Plan as in effect on the date of his retirement.
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5.09 PARTICIPANTS WHO ATTAINED NORMAL RETIREMENT
JANUARY 1, 1986

Commencing January 1, 1986, the monthly reti
Participant who attained Normal Retirement A
or of a Retired Participant who retired prio
increased by 2.5% for each year between the
attained Normal Retirement Age or the date s
retired and the anniversary of such date whi
that each such Participant or Retired Partic
monthly benefit increase of at least $10.00.

5.10 DISABILITY RETIREMENT BENEFITS

(a) Inthe event a Participant becomes di
2001 while employed with the Employer
disability benefits under the Employe
program and is eligible for and is re
under Title Il of the Social Security
or after October 1, 2001 while employ
he is eligible for and is receiving d
Title 1l of the Social Security Act,
continue to be credited with years of
years of Benefit Service for the peri
such crediting shall cease upon the e
recovery from disability, death, elec
Normal Retirement Date. During the pe
Participant shall be credited with Co
greater of his Compensation credited
disabled or the Compensation credited
preceding Plan Year. In addition, suc
Maximum Offset Allowance shall be det
becomes disabled. If a Participant's
his Normal Retirement Date, his Norma
commence as of the date elected by th
with the normal form of benefit descr
whichever is applicable, or the optio
elected by the Participant, as set fo

(b) A Participant who on December 31, 199
Plan for Salaried Employees of Spence
and who met the
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tion of Early Retirement or
riod of disability such
mpensation equal to the

in the Plan Year he becomes
for the immediately

h disabled Participant's
ermined as of the date he
disability continues until

| Retirement Benefit shall

e Participant in accordance
ibed as Section 5.01 or 5.02,
nal retirement benefit, if

rth in Article 5.

1 participated in the Pension
Engineering Company, Inc.



requirements for a monthly disability
continue to receive the disability be

The monthly disability benefit will terminat
preceding the earliest of the following to o

(i) the tenth day after the Trustee recei
that the Participant has ceased to be
benefits under the Social Security Ac

(i) the date of the Participant's death;

(i) the Participant's Normal Retirement D
Participant's Early Retirement Date.
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ARTICLE 6 - TERMINATION OF S ERVICE

6.01 REQUIREMENTS FOR VESTED BENEFITS

There are no benefits payable under the Plan if a Participant's
employment terminated prior to the date he i s entitled to retire and
receive a benefit under the Plan, except as provided in Section 7.03(d),

8.05, and this Article 6.

6.02 VESTED BENEFITS

(a) A Participant whose employment termin ates on or after January 1,
1989 and who ceases to be an Employee prior to Normal Retirement
Age for any reason except death or re tirement under the Plan shall
be entitled to a deferred vested bene fit commencing on his Normal
Retirement Date (as defined in Sectio n 4.01) equal to his accrued
Normal Retirement Benefit determined in accordance with the
provisions of Section 6.021 multiplie d by his vesting percentage

in accordance with the following schedule:

YEARS OF SERVICE VESTING PERCENTAGE
Less than 5 years 0%
5 years or more 100%

(b) A Participant shall be fully vested in his Acaulated Contribution Account, if any, at all times.

(c) Effective September 4, 1996, a Participant vehan Employee of Henry Pratt Company or JamessJGoenpany on September 4, 1996
shall be 100% vested and shall be entitled to arded vested benefit commencing on his Normal Bt Date equal to his Accrued Normal
Retirement Benefit determined in accordance withgtovisions of Section 6.021(c).
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6.021 COMPUTATION OF A VESTED BENEFIT

(a) The amount of a deferred vested benefit payatdeTerminated Participant under Section 6.0&ifa)l be equal to his accrued benefit as
determined under Section 5.032. Notwithstandingdhegoing, the amount of deferred vested beneafjaple to a Terminated Participant who
was an Employee on January 1, 1979 shall in notdaestess than his accrued benefit determineddordance with the provisions of Section
5.031.

(b) The amount of a deferred vested benefit pay@bdéeTerminated Participant under Section 6.02(a)I not be less than the Actuarial
Equivalent of the balance in his Accumulated Cdtiion Account, if any.

6.022 EARLY COMMENCEMENT OF A VESTED BENEFIT

(a) A Terminated Participant entitled to a Vestesh&it under

Section 6.02 may elect to have such benefit commanany time after he is eligible to elect an E&#tirement Date pursuant to

Section 4.02. In such case and subject to the gions of paragraph (b) below, his benefit shaltmputed as in Section 6.021, but shall be
reduced by 5/9 of 1% for each of the first sixt@)X&onths by which his benefit commencement dageqates his Normal Retirement Date,
by 5/18 of 1% for each month thereafter, if anymdich his benefit commencement date precedes timbl Retirement Date.

(b) The Vested Benefit of a Participant, who ont8eyber 30, 1993 was participating in the HenrytFR&tn and who elects early
commencement as described in paragraph (a) aboa#nst be less than the benefit he could haveived if he elected early commencement
of his benefit under the vested retirement prowvisiof the Henry Pratt Plan on September 30, 1993.
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ARTICLE 7 - DEATH OF PARTIC

7.01 DEATH PRIOR TO RETIREMENT

There are no death benefits payable under th
death of a Participant, Retired Participant
prior to the commencement of his retirement
except as may be provided under the Survivin
Section 7.02 or as may be provided under Sec

7.02 SURVIVING SPOUSE BENEFIT

Effective August 23, 1984, the spouse of a P
Participant shall be eligible to receive a S
the Participant's or Terminated Participant'
Terminated Participant has fulfilled the fol
date of death:

(@) He has been legally married to such s
twelve-month period ending on the dat

(b) He has met the requirements for a Ves
6.02;

IPANT

e Plan in the event of the

or Terminated Participant
benefits under the Plan,

g Spouse Benefit described in
tion 7.04.

articipant or a Terminated
urviving Spouse Benefit after
s death if the Participant or
lowing requirements at the

pouse throughout the
e of his death;

ted Benefit under Section

(c) He has not attained Normal Retirement Age; and
(d) He has not commenced receiving benefits udePtan.

7.03 AMOUNT OF SURVIVING SPOUSE BENEFIT

If a Participant or Terminated Participant d
requirements of Section 7.02, his spouse sha
benefit under the Plan. If the surviving spo
Terminated Participant consents, such benefi
day of the month following the later of the
Participant's death or the date the Particip
would have met the requirements for Early Re
If such surviving spouse does not consent to
described above, benefits shall commence on
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tirement under Section 4.02.
receive benefits as

the first day of any month



thereafter, as elected by the surviving spou
date the Participant or Terminated Participa
65.

The Surviving Spouse Benefit shall be equal
below:

(@) If the Participant or Terminated Part
the requirements for Early Retirement
4.02, the Surviving Spouse Benefit sh
which would have been payable to the
Terminated Participant had retired on
of death and he had been entitled to
Annuity;

(b) If the Participant or Terminated Part
the requirements for Early Retirement
4.02, but after meeting the requireme
under Section 6.02(a), the Surviving
to the amount which would have been p

se, but not later than the
nt would have attained age

to (a), (b), (c) or (d)

icipant dies after meeting

as provided under Section
all be equal to the amount
spouse if the Participant or
the date preceding his date
a Spouse Joint and Survivor

icipant dies before meeting
as provided under Section
nts for a Vested Benefit
Spouse Benefit shall be equal
ayable to the spouse if the

Participant or Terminated Participant had:

(i) terminated service on the date of his death;

(ii) survived to the earliest retirement age un8ection 4.02;

(iii) retired at that time and was entitled to reeea Spouse Joint and Survivor Annuity; and

(iv) died on the day following attainment of thelesst retirement age; or

(c) If the Participant's or Terminated Participastirviving spouse elects a benefit commencemeatadler than the first day of the month
following the date of the Participant's or TermathParticipant's death or the date the Participaierminated Participant would have met the
requirements for Early Retirement under Sectio 4tlde Surviving Spouse Benefit under (a) or (lva whichever is applicable, shall be
actuarially adjusted to reflect the actual datberiefit commencement.
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(d) FOR PARTICIPANTS WHO PARTICIPATED IN THE SPENGH.AN

If the Participant or Terminated Part
the requirements for Early Retirement

4.02 and before meeting the requireme

under Section 6.02(a), but after meet
Vested Benefit under Section 6.02(b),
shall be equal to the Actuarial Equiv
Participant's or Terminated Participa
Account and shall be paid to the spou

icipant dies before meeting
as provided under Section
nts for a Vested Benefit

ing the requirements for a

the Surviving Spouse Benefit
alent of the balance in the
nt's Accumulated Contribution
se as a life annuity.

7.04 DEATH AFTER COMMENCEMENT OF BENEFITS OR NORMAL RETIREMENT AGE

There are no death benefits payable under th
Participant on or after his Normal Retiremen

has commenced receiving benefits under the P

@)

(b)

©

If a Participant is receiving a Spous
as described in Section 5.02, any ben
paid in accordance with the terms of
Survivor Annuity;

If a Participant has elected an optio
any benefits becoming due will be pai
terms of such option;

If a Participant dies after attaining

but before his Deferred Retirement Da
Survivor Annuity as described in Sect
be in effect on behalf of such Partic
made an election under Section 5.022
another form of payment.
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e Plan upon the death of a
t Age or after a Participant
lan, except as follows:

e Joint and Survivor Annuity
efits becoming due will be
such Spouse Joint and

nal benefit under Article 8,
d in accordance with the

his Normal Retirement Age
te, the Spouse Joint and

ion 5.02 shall be deemed to
ipant, provided he has not
to receive his benefits under



ARTICLE 8 - OPTIONAL FORMS OF

8.01 TIME FOR ELECTION

Subject to the restrictions set forth in Sec
receiving the life annuity referred to in Se
Joint and Survivor Annuity referred to in Se
elect, by written application filed with the
retirement benefit paid under one of the for
this Article 8, provided that such election
retirement under the Plan and in accordance
in Section 5.024 (if such Participant is mar
Neither Section 5.01 nor Section 5.02 shall
election is made under this Article; provide
Participant may, at any time during the elec
the Committee under Section 5.022, rescind h
under this Article 8 and receive his retirem
annuity for life under Section 5.01 or a Spo
Annuity under Section 5.02 if he has met the

8.02 CONTINGENT ANNUITANT OPTION

A Participant may elect an option in accorda
which option he will receive an actuarially
lifetime after retirement and 100%, 66-2/3%
will be continued to a person designated by
of election of the option (and referred to a
the duration of the Contingent Annuitant's |

8.03 TEN YEAR CERTAIN LIFE ANNUITY OPTION

A Participant may elect an option in accorda
which option he will receive an actuarially
lifetime after retirement with a provision t
Normal Retirement Age or after commencement
prior to receiving one hundred twenty (120)

the balance of such one hundred twenty (120)
shall be paid to the Participant's Beneficia
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tion 8.08, in lieu of

ction 5.01 or the Spouse
ction 5.02, a Participant may
Committee, to have his

ms of benefit set forth in

is made prior to actual

with the procedures set forth
ried) and in this Article 8.
apply if an effective

d, however, that a married
tion period established by

is election of an option

ent benefit in the form of an
use Joint and Survivor
requirements therefor.

nce with Section 5.02, under
reduced benefit during his

or 50% of such reduced amount

the Participant at the time
s a Contingent Annuitant) for
ifetime.

nce with Section 502, under
reduced benefit during his
hat if he dies after his

of his benefit payments but
monthly retirement payments,
monthly retirement payments

ry.



8.04 FIVE YEAR CERTAIN LIFE ANNUITY OPTION

A Participant who was a participant in the S
employed by Spence Engineering Company, Inc.
elect an option at least ninety days prior t

date, under which option he will receive an
benefit during his lifetime after retirement

dies after his Normal Retirement Age or afte
payments but prior to receiving sixty (60) m

the balance of such sixty (60) monthly retir

to the Participant's Beneficiary.

8.05 REFUND OF ACCUMULATED CONTRIBUTION ACCOUNT

This Section shall apply only to a Participa
Spence Plan on December 31, 1991 and who mad
the Spence Plan prior to January 1, 1987.

(a) REFUND OF ACCUMULATED CONTRIBUTION AC
OR OTHER TERMINATION OF EMPLOYMENT.

A Participant may elect to receive on
retirement or other termination of em
benefit commencement date, a refund o
Accumulated Contribution Account.

If a Participant elects a refund of h
Account under this Section 8.05(a), h
provided in Section 5.03 shall be red
Equivalent of his Accumulated Contrib
Accumulated Contribution Account shal

Notwithstanding the foregoing provisi
if the Actuarial Equivalent value of
nonforfeitable benefit exceeds $3,500
1, 2001), the Participant's spouse, i
Participant's election to withdraw th
Contribution Account. For this purpos
only if made no earlier than 90 days

withdrawal, is effective when received by the Coitted and must:
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pence Plan and who was

prior to January 1, 1987 may
o his benefit commencement
Actuarially Equivalent

with a provision that if he

r commencement of his benefit
onthly retirement payments,
ement payments shall be paid

nt who participated in the
e employee contributions to

COUNT ON AND AFTER RETIREMENT

or after the date of his
ployment and before his
f the balance, if any, in his

is Accumulated Contribution
is Normal Retirement Benefit
uced by the Actuarial

ution Account and his

| be reduced to zero.

ons of this Section 8.05(a),

a Participant's entire

($5,000 commencing October
f any, must consent to the

e balance in his Accumulated
e, a spousal consent is valid
before the date of



(i) Be in writing on a form provided by the Comreitt
(i) Acknowledge the effect of the consent; and
(iif) Be witnessed by a notary public or Plan regmetative.

Any such consent will be valid only with respectloé spouse who signs the consent. Spousal coissestt required, however, if the Particip
establishes to the satisfaction of the Committaéttiere is no Spouse, the Spouse cannot be lo@atdte Participant can show by court order
that he is legally separated or has been abandpn#itk spouse within the meaning of local law fatlherwise permitted under applicable
regulations.

If the spouse is legally incompetent to give cohsire spouse's legal guardian, who may be théciRemt, may consent to the withdrawal.

(b) REFUND OF ACCUMULATED CONTRIBUTIONS UPON CESSAJN OF BENEFIT PAYMENTS OR UPON DEATH

Notwithstanding any contrary provisio
cessation of all benefit payments und
in respect of a Participant who has n

balance of his Accumulated Contributi

payments to a spouse, Contingent Annu

the death of a Participant in respect
payable, the excess, if any, of the b

Accumulated Contribution Account over
payments made hereunder in respect of

paid to his Beneficiary in a single |
benefits under Section 5.07 shall not
under this Section.

8.06 WHEN OPTION EFFECTIVE

If a Participant who elects an option under

Normal Retirement Age or prior to the date h

earlier, the election shall be void and no b

option. If the Participant's Contingent Annu
applicable, dies prior to the commencement o

Participant and prior to the Participant's N

Participant may either (a) designate another

Beneficiary, if applicable, prior to his Nor

receive the form of benefit at retirement wh
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of whom no benefits are
alance of the Participant's
the aggregate benefit

such Participant shall be
ump sum. A suspension of
be deemed to be a cessation
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f retirement benefits to the
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mal Retirement Age, (b)
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been payable to him had the option not been
optional form of benefit under Article 8. No
sentence of this Section 8.06, if the Partic
Retirement Date, and if the Participant dies
Date but before his Deferred Retirement Date
Beneficiary, if applicable, shall receive th
retirement benefit payable under the option.
elected a Deferred Retirement Date, and if e
Annuitant or Beneficiary, if applicable, die
Normal Retirement Date but before his Deferr
election shall be void and the Participant w
would have been payable to him had the optio
another option is elected.

8.07 BENEFICIARY

A Participant who elects an option under Sec
designate, on a form provided by the Committ
any death benefit which may become payable u
The Participant may change his designation o
time by written notice filed with the Commit
Beneficiary survives to receive all benefits

the Plan, any such benefits becoming due sha
of the following classes of successive Benef
Participant: the Participant's (a) spouse, (
brothers and sisters, or (e) executors and a

8.08 LIMITATION OF ELECTION OF OPTION

No option shall be effective under this Arti
would be to extend the period of payments be
expectancy of the Participant and his Contin
Beneficiary; or would violate the minimum di
requirement of Section 1.401(a)(9)-2 of the
provision of future law that amends, supplem
provision.

8.09 SPOUSAL CONSENT REQUIREMENT

Notwithstanding anything herein contained to
by a married Participant of an optional form
effect unless the requirements set forth in
satisfied.
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ed Retirement Date, the

ill receive the benefit which
n not been elected, unless

tion 8.03 or 8.04 shall

ee, a Beneficiary to receive
nder the designated option.

f Beneficiary from time to

tee. If no designated

which may become due under
Il be paid to any one or more
iciaries surviving the

b) issue, (c) parents, (d)
dministrators.

cle if the anticipated effect
yond the joint life

gent Annuitant or
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proposed regulations, or any
ents, or supersedes such

the contrary, the election
of benefit shall not take
Section 5.024 have been



ARTICLE 9 - CHANGE IN STATUS AN

9.01 CHANGE IN STATUS FROM ELIGIBLE EMPLOYEE TO N

If a Participant is included in this Plan fo
employment with the Employer or an Affiliate
status as an Eligible Employee, as defined i
accrue any further benefits under this Plan;
the Employer or an Affiliated Employer will
determining his eligibility rights to receiv
accrued under this Plan.

In the event an Employee loses his status as
benefit shall be determined using his Final
Compensation, and years of Benefit Service o
Eligible Employee. If the Employee's status

an Eligible Employee and resumes participati
of Benefit Service shall be aggregated and h
determined using his Final Average compensat
on the latest date he ceases to be an Eligib

9.02 CHANGE IN STATUS FROM NON-ELIGIBLE EMPLOYEE

If a Participant is included in this Plan af

the Employer when he was not an Eligible Emp
Plan, all his Service with the Employer or a
counted only for purposes of determining his

in the Plan and his rights to receive benefi

9.021 NON-DUPLICATION OF BENEFITS

If benefits are payable on account of the sa
the Employer or an Affiliated Employer, unde
qualified defined benefit plan toward which
has contributed), the benefits payable under
period shall be reduced by the Actuarial Equ
payable to him under such other plan calcula
manner as is the benefit payable under this
period of Service. However, if such other
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r a part of his period of

d Employer and then loses his
n this Plan, he will not
however, all Service with

be taken into account in

e any benefits previously

an Eligible Employee, his
Average Compensation, Covered
n the date he ceases to be an
again changes and he becomes
on under the Plan, his years

is benefit shall be

ion and Covered Compensation
le Employee.

TO ELIGIBLE EMPLOYEE

ter a period of Service with
loyee, as defined in this

n Affiliated Employer will be
eligibility to participate

ts under this Plan.

me period of employment with
r this Plan and another

the Employer contributes (or
this Plan on account of such
ivalent of any benefit

ted in the same form and

Plan on account of the same



Plan provides for a similar reduction of ben
shall be disregarded with respect to an Elig
recent period of participation in this Plan

recent period of participation in such other

9.03 TRANSFER IN EMPLOYMENT

For purposes of determining vested benefits
transfer in employment between the Employer
of the Employer, whether or not it adopts th
to effect any break in Service as to the Eli
so transferring, as long as he retains his s
with such subsidiary. His Benefit Service wi
the date of its adoption of the Plan shall b
Plan to the extent specified in the vote of
such subsidiary adopting the Plan. The Eligi
shall not lose his right to any Benefit Serv
Employer prior to the date of his transfer i
subsidiary, provided that there shall be no
on such Benefit Service.

9.031 EMPLOYMENT WITH AN AFFILIATED EMPLOYER

For purposes of determining a Participant's
the Plan and his right to a Vested Benefit u
employment with an Affiliated Employer shall
the Employer; such Service to be determined
accordance with the Service provisions of Ar
nondiscriminatory manner to all Participants
employment records of the Affiliated Employe
who has completed such Service enter the Pla
with the Employer or accrue any benefits und
such Service, except as provided in Section
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ible Employee whose most
is earlier than his most
plan.

and eligibility, a direct

and a wholly owned subsidiary
e Plan, shall not be deemed
gible Employee or Participant
tatus as an Eligible Employee
th such subsidiary prior to

e counted for purposes of the
the board of directors of

ble Employee or Participant
ice he had accrued with the

n employment to the
duplication in benefits based

eligibility to participate in
nder Section 6.02, any

be treated as Service with
by the Committee in

ticle 2 applied in a uniform,
and to be based on the

r. In no event shall a person
n prior to his employment
er the Plan in respect of
9.03.



9.04 EMPLOYMENT WITH WATTS FLUIDAIR CO.

If a Participant was included in one of the Prior P

Employee, as defined in such Prior Plan, bec
entered employment with and became included
Fluidair Co. (formerly known as Watts Fluid
accrue any further benefits under this Plan;
with Watts Fluidair Co. will be taken into a
eligibility rights to receive any benefits p

Prior Plan. If a Participant who transferred
Regulator Co. to Watts Fluidair Co. prior to
this Plan after a period of employment with
service with Watts Fluidair Co. will be coun
determining his eligibility to participate i
eligibility rights to receive benefits under
counted for purposes of determining his Bene
accrued benefit as determined under Section
Actuarial Equivalent of the benefit payable
Fluidair Co. plan calculated in the same for
payable under this Plan.

9.05 EMPLOYMENT WITH SPENCE ENGINEERING COMPANY,

If an Employee transfers from Spence Enginee
Regulator Co. prior to December 31, 1987, hi
Engineering Company, Inc. will be counted fo
eligibility to participate in this Plan and
benefits under this Plan, and will be counte

his Benefit Service hereunder.
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m and manner as the benefit
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ring Company Inc. to Watts

s total service with Spence

r purposes of determining his
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ARTICLE 10 - ADMINISTRAT

10.01 ALLOCATION OF RESPONSIBILITY AMONG FIDUCIARI

ADMINISTRATION

The Fiduciaries shall have only those powers
and obligations as are specifically given to
Trust. Any power, duty, responsibility or ob
control, management, or administration of th
not specifically allocated to any Fiduciary,
allocation is in doubt, shall be deemed allo
general, the Employer shall have the sole re
contributions, as specified in Article 11 an

of Article 11, necessary to provide benefits
Sponsoring Employer by action of its Board s
to appoint and remove the Trustee and the me
amend or terminate, in whole or in part, thi
Committee shall have the sole responsibility
this Plan, as specifically described in this
Trustee shall have the sole responsibility f
Trust and the management of the Trust assets
specifically provided in this Plan and the T

The Sponsoring Employer, by written instrume
the Plan, may designate fiduciary capacities
than those named herein. A Fiduciary may ser
capacity in respect to the Plan. A Fiduciary
delegate responsibilities, as provided above
parties to render advice with regard to any
the Plan.

10.02 INDEMNIFICATION

The Employer shall indemnify each member (an
Committee and any other employee, officer or
employee, officer or director) of the Employ
damage, expense and liability (other than am
approved by the Employer) reasonably incurre
any action or failure to act to which he may
membership on the Committee or performance o
responsibility for or on behalf of the Emplo
Trust unless the same is determined to be th
gross negligence or willful misconduct. Such
Employer
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under the Plan. The
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s Plan and the Trust. The
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Plan and the Trust. The

or the administration of the

, except as otherwise

rust.

nt filed with the records of
and/or Fiduciaries other

ve in more than one fiduciary
shall have the authority to

, and may employ one or more
responsibility he has under

d former member) of the
director (and former

er against any claims, loss,
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d by him in connection with
be party by reason of his

f an authorized duty or
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e result of the individual's
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shall be made only to the extent (i) such ex
payable to or on behalf of such person under
coverage; and (ii) the Trust is precluded fr
liability because of the operations of ERISA
applicable law. The foregoing right to indem
addition to any other rights to which any su

a matter of law.

10.03 APPOINTMENT OF COMMITTEE

The Plan shall be administered by a Committe
three (3) persons who shall be appointed by
the Board. A person who is selected as a mem
serve in one or more other fiduciary capacit
and may be a Participant. The Board shall ha
member of the Committee at any time, and am
by written resignation to the Board. The Boa
any vacancy in the membership of the Committ
expenses of the Committee incurred by them i
Plan and Trust, including but not limited to
professional advisors referred to above, sha
unless such expenses are paid by the Employe
expenses may be paid by the Employer, but th
obligation to pay any such expenses. Any mem
full-time employees of the Employer shall no
respect to their services as a member of the

10.04 RECORDS AND REPORTS

The Committee shall exercise such authority
deems appropriate in order to comply with th
governmental regulations issued thereunder r
Participants, Service and Benefit Service, b
Participants, annual registration with the |
annual reports to the Department of Labor. T
shall each keep or cause to be kept such Emp
and other records, and shall each reasonably
such information, as shall be proper, necess
effectuate the purpose of the Plan. Neither
Committee shall be required to duplicate any
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e Code, ERISA, and

elating to records of
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the Employer nor the
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10.05 OTHER COMMITTEE POWERS AND DUTIES

The Committee shall have such duties and pow

discharge its duties hereunder, including, b
the following:

@)

(b)

©

()

()

®

©)

(h)

To construe and interpret the Plan, i
omissions in accordance with the inte
questions of eligibility, determine t
payment of any benefits hereunder, an
benefits;

To prescribe forms and procedures to
Participants, spouses, and Beneficiar
benefits;

To prepare and distribute, in such ma
determines to be appropriate, informa

To receive from the Employer and from
information as shall be necessary for
the Plan;

To furnish the Employer, upon request
respect to the administration of the
appropriate;

To receive, review and keep on file (
proper) reports of the financial cond
and disbursements, of the Trust Fund

To appoint, employ or designate indiv
administration of the Plan and any ot
advisable, including legal and actuar

To make such equitable and practical
necessary to correct mistakes of fact

To authorize amendments of the Plan b
such amendments are of a non-substant
significantly increase the cost of th

ers as may be necessary to
ut not by way of limitation,

ncluding the supplying of any
nt of the Plan, decide all

he amount, manner and time of
d to authorize the payment of

be followed by the
ies filing applications for

nner as the Committee
tion explaining the Plan;

Participants such
the proper administration of

, such annual reports with
Plan as are reasonable and

as it may deem convenient or
ition, and of the receipts
from the Trustee;

iduals to assist in the
her agents it deems
ial counsel;

adjustments as may be
or other errors; and

y a Company officer, provided
ive nature and do not
e Plan; and



() To exercise such other powers and duties a8tlaed may delegate

to it.

The Committee may retain auditors, accountan
legal counsel and other professional advisor
of, or information and data contained in any
other material prepared by any such auditor,
accountant, legal counsel, or other professi
and complete authority and protection in res
suffered or omitted by the Committee or othe
in accordance with such opinion or informati
Committee or other Fiduciary shall be deemed
such action.

10.06 RULES AND DECISIONS

The Committee may adopt such rules as it dee
appropriate for the proper and efficient adm

as are consistent with the provisions of the

the Committee shall not discriminate in favo
Highly Compensated Employees of the Employer
or calculation, the Committee shall be entit
furnished by a Participant, spouse, Continge
the Employer, the legal counsel of the Emplo
or the Trustee. The Committee shall have and
discretionary authority to construe, interpr

of the Plan, including all matters relating
amount, time or form of benefits, and any di
Plan terms. Any such construction, administr
application shall be final, binding and conc
including, but not by way of limitation, Emp
spouses, Contingent Annuitants, Beneficiarie
personal representatives, and any other pers
the Plan and shall not be deemed imprudent.
discretion, the Committee shall give control
the Plan.
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. When making a determination
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10.07 COMMITTEE PROCEDURES

The Committee may act at a meeting or in wri
decisions of the Committee shall be made by
including actions in writing taken without a

adopt such operating procedures and regulati
the conduct of its affairs and may authorize

the Committee to act on its behalf in certai
deemed by them to be routine in nature, incl
documents. No Committee member who is a Part
in any decision of the Committee made unique
Committee member or his benefits hereunder.

10.08 AUTHORIZATION OF BENEFIT PAYMENTS

The Committee shall issue directions to the
benefits which are to be paid from the Trust
provisions of the Plan, and certify that all
accordance with the Plan.

10.09 APPLICATION AND FORMS FOR PAYMENT

The Committee shall require a Participant to
Committee an application for distribution of
approved by the Committee for the purpose an
information requested by the Committee. The
such information furnished to it, including
mailing address. To the extent that the Comm
for use by the Participants, former Particip
spouses, Contingent Annuitants or Beneficiar
Employer or the Committee, as the case may b
periods during which communications may be r
Employer shall respectively be protected in
communication for which a form shall so have
shall not be made on such form and any notic
receipt of which a period shall so have been
not be received during such period, or in ac
communication which shall not be made on the
during the proper period. The Employer and t
respectively also be protected in acting upo
communication purporting to be signed by any
believed to be genuine and accurate, and sha
reason of so doing.
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10.10 CLAIMS PROCEDURE

The Committee shall notify each Participant
benefits under this Plan, and shall provide
application for such benefits may be made.

Each Participant, spouse, Contingent Annuita
benefit under the Plan must complete and fil
the Committee. One Committee member (or his
to review all applications for benefits. He
writing of his decision within ninety (90) d
application. If special circumstances requir

to exceed ninety (90) days) for processing t

be notified in writing of the extension prio

initial ninety (90) day period.

The reviewing member of the Committee shall
behalf of the Committee as to the right of a
denial by the reviewing Committee member of
stated in writing and delivered or mailed to
shall be written to the best of the reviewin

in a manner that may be understood without |
Such notice shall set forth specific reasons
references to the pertinent Plan provisions

an explanation of the Plan's claim review pr

a description of additional material or info
claimant to perfect his claim. If the review

the application solely because the claimant
necessary material or information, the notic
additional material is needed and why, and a
may refile a proper application under the ab

10.11 APPEAL AND REVIEW PROCEDURE

If a claim has been denied by the reviewing
claimant may appeal the denial within sixty
of written notice thereof by submitting in w
request for review of the denial of such cla
submit a written statement of issues and com
and he may request an opportunity to review
other pertinent documents
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make all determinations on
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a claim for benefits shall be
the claimant. The notice

g Committee member's ability
egal or actuarial counsel.

for the denial, specific

on which the denial is based,
ocedures, and, if applicable,
rmation necessary for the

ing Committee member rejects
failed to furnish certain

e shall explain what

dvise the claimant that he
ove claim procedure.

Committee member, the
(60) days after his receipt
riting to the Committee a
im. A claimant may also
ments concerning his claim,
the Plan, the Trust and any



(which shall be made available to him by the
days after its receipt of a copy of the requ
during regular business hours.

If an appeal is made, the Committee shall re
the specific reasons therefor in writing and
by certified mail within 60 days of its rece
(or within 120 days in the event a hearing i

All interpretations, determinations, and dec
its designated representative with respect t
final, conclusive, and binding upon all inte

10.12 EVIDENCE
Evidence required of anyone under the Plan m

affidavit, document or in such other form as
evidence is given considers appropriate.
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ARTICLE 11 - FUNDING OF THE
11.01 MEDIUM OF FUNDING

The Plan will be funded through one or more
the Employer.

11.02 CONTRIBUTIONS

The Employer shall make such contributions t
time as may be necessary to maintain the Pla
and meet the funding requirements of ERISA.
contributions, the earnings of the Trust Fun
by Terminated Participants shall be consider
Fund in establishing the cost of maintaining

11.03 FUND TO BE FOR THE EXCLUSIVE BENEFIT OF PART

The contributions made to the Trust Fund by
shall be for the exclusive benefit of Partic

and Terminated Participants, and no part of

to the Employer, except such amounts as may
of all liabilities to Participants, Retired
Participants, surviving spouses, Contingent
upon termination of the Plan.

11.04 FORFEITURES
All amounts forfeited by Terminated Particip
the Employer's cost of the Plan, and shall n
benefits of other Participants under the Pla
11.05 INTERESTS OF PARTICIPANTS IN TRUST FUND
No Participant shall have any right, title o
assets of any Trust Fund except as and to th
by the Plan.
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Trust Funds established by

o the Trust Fund from time to
n on a sound actuarial basis
In determining such

d and any amounts forfeited
ed as a part of the Trust

the Plan.

ICIPANTS

the Employer under the Plan
ipants, Retired Participants,
the Trust Fund shall revert
remain after the satisfaction
Participants, Terminated
Annuitants, and Beneficiaries

ants shall be used to reduce
ot be used to increase the
n.

r interest in any part of the
e extent expressly provided



11.06 PAYMENT OF EXPENSES

It is intended that the administrative and a
shall be paid by the Trust Fund, unless such
Employer. All or part of such expenses may b
the Employer shall be under no obligation to
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pay any such expenses.



ARTICLE 12 - PAYMENT OF RETIREME

12.01 PAYMENT OF SMALL AMOUNTS
benefit commencement date

In the event that the Actuarial Equivalent o

benefit is $3,500 ($5,000 commencing October

determination date, the accrued benefit shal
lump sum. Notwithstanding this above, if the
Participant's accrued benefit derived from E

$3,500 ($5,000 commencing October 1, 2001) o

the Participant's Accumulated Contribution A
elect to receive distribution of his remaini
benefit provided the appropriate spousal con
5.024 is obtained.

No distribution may be made under this Secti
Participant's benefit commencement date, unl
Participant's spouse, or where the Participa
spouse consents in writing to such distribut

12.02 DEEMED DISTRIBUTION

If the Actuarial Equivalent of the vested po
accrued benefit is zero, the Participant sha
a single sum distribution of the vested port
his date of termination of employment and th
accrued benefit shall thereupon be forfeited

employment covered under the Plan before the

Service on or after January 1, 1985 which eq
of five years or the number of years of Serv
completed prior to the Break in Service, the
accrued benefit forfeited pursuant to this S
restored on the Participant's date of reempl
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r less, after distribution of
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ion of his accrued benefit on
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uals or exceeds the greater
ice which the Employee
nonvested portion of the
ection 12.02 shall be
oyment.



12.03 PAYMENTS FOR INCAPACITATED PERSONS

Whenever, in the Committee's opinion, a pers
payment of a benefit, or installment thereof
disability or is incapacitated in any way so

his financial affairs, the Committee may dir
payments to the legal representative of such
benefit or installment thereof in accordance
Section shall be a complete discharge of any
such payment under the provisions of the Pla

If any Beneficiary of any Participant or for
minor, the Trustee shall be fully protected
required to be made to such minor to any per
or guardian for such minor.

12.04 SPENDTHRIFT

Except as provided in Section 12.05, no bene
the Plan shall be subject in any manner to a
sale, transfer, assignment, pledge, attachme
kind. No benefit and no Trust Fund establish
Plan shall in any manner be subject to the d
person entitled to such benefit. Effective A
recognize judgements or settlements describe
and (D).

12.05 PAYMENT UNDER QUALIFIED DOMESTIC RELATIONS O

Notwithstanding any provision of the Plan to
entered any qualified domestic relations ord
Section 414(p) of the Code and ERISA Section
the Retirement Equity Act of 1984) that affe
hereunder, such benefits shall be paid in ac
requirements of such order.

12.06 LATEST COMMENCEMENT OF BENEFITS

In no case, unless the Participant otherwise
Section 401(a)(14) of the Code and the Treas
thereunder, will the payment of benefits to
later than the 60th day after the latest of

of the Plan Year of the Participant's Normal
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ebts or liabilities of any
ugust 5, 1997, the Plan shall
d in Sections 401(a)(13)(C)

RDERS

the contrary, if there is

er (within the meaning of
206(d)(3)(B), as added by
cts the payment of benefits
cordance with the applicable

elects in accordance with
ury Regulations promulgated
any Participant commence
the following: (i) the close
Retirement Date (as



of:

defined in Section 4.01); (ii) the close of
the tenth anniversary of the year in which t
participation in the Plan; or (iii) the clos
the Participant terminates his service with
Affiliated Employers, subject to the require
401(a)(9).

the Plan Year in which occurs
he Participant commenced

e of the Plan Year in which
the Employer and all

ments of Code Section

12.07 COMMENCEMENT OF BENEFITS PRIOR TO NORMAL RETIREMENT AGE

Notwithstanding anything herein to the contr
Section 12.01, no benefit shall commence to
Participant's spouse prior to the date the P
have attained his Normal Retirement Age with
Participant and the Participant's spouse, if
Such consent must be obtained not more than
commencement date.

12.08 DISTRIBUTION OF BENEFITS BEGINNING BEFORE DE

(a) DISTRIBUTION BEGINNING BEFORE DEATH.
Participant has begun and the Partici
Vested Benefit has been distributed,
Vested Benefit shall be distributed t
Contingent Annuitant, as least as rap
payment in effect at the Participant'

(b) DISTRIBUTION BEGINNING AFTER DEATH. |
commencement of his Vested Benefit, d
Participant's entire Vested Benefit s
31 of the calendar year containing th
Participant's death, except that:

(i) if the Participant's designate
individual other than the Part
Participant's interest may be
expectancy of his Beneficiary,
December 31 of the calendar ye
calendar year in which the Par

(ii) if the Participant's designate

the Participant's interest may
expectancy of his spouse, begi
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90 days prior to the benefit

ATH AND AFTER DEATH

If distribution to the

pant dies before his entire
the remaining portion of such
o his Beneficiary or

idly as under the method of
s date of death.

f the Participant dies before
istribution of the

hall be completed by December
e fifth anniversary of the

d Beneficiary is an

icipant's spouse, the
distributed over the life
beginning on or before

ar immediately following the
ticipant died; and

d Beneficiary is his spouse,
be distributed over the life
nning on or before the later



(B) December 31 of the calendar year in which the

Participant would have

12.09 DIRECT ROLLOVER DISTRIBUTIONS

Notwithstanding any provision of the Plan to
distribution to a Distributee (i) is made on
(ii) totals $200 or more, and (iii) constitu
Distribution, the Distributee may elect on a
Committee to have all or part of such Eligib
in a direct rollover to an Eligible Retireme
Distributee. For this purpose, a Distributee
Distribution, and an Eligible Retirement Pla
follows:

(a) Distributee includes an Employee or f
the Employee's or former Employee's s
Employee's or former Employee's spous
alternate payee under a qualified dom
defined in Section 414(p) of the Code
regard to the interest of the spouse

(b) Eligible Rollover Distribution means
any portion of the balance to the cre
that an Eligible Rollover Distributio
distribution that is one of a series
periodic payments (not less frequentl
life (or life expectancy) of the Dist
(or joint life expectancies) of the D
Distributee's designated beneficiary,
ten years or more; any distribution t
distribution is required under Sectio
effective January 1, 1999, any hardsh
Code Section 401(k) (2)(B)(i)(1V); an
distribution that is not includable i
without regard to the exclusion for n
with respect to employer securities).

(c) Eligible Retirement Plan means a plan descrisdw:
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() an individual retirement account described écttn 408(a) of the Code,;
(i) an individual retirement annuity (other tham endowment contract) described in Section 408{t)eCode;

(iii) with respect to Participants and Distributerso are alternate payees only, a qualified defowdribution plan and exempt trust described
in Sections 401(a) and 501(a) of the Code respagtithe terms of which permit the acceptance téver contributions; or

(iv) with respect to Participants and Distributed® are alternate payees only, an annuity planriestin Section 403(a) of the Code.

If an election is made to have only a part of agilgle rollover distribution paid in a direct roller, the amount of the direct rollover must total
$500 or more.

Direct rollovers shall be accomplished in accora@awith procedures established by the Committee.

-74 -



ARTICLE 13 - AMENDMENTS TO OR TERMINATION OF THE PLAN
13.01 RIGHTS OF THE EMPLOYER TO AMEND OR TERMINATE

(a) While it is the intention of the Employer tontimue the Plan indefinitely, the Employer resertresright to modify, amend or terminate the
Plan in whole or in part at any time by an instrairia writing pursuant to authority of a vote oétBoard of Directors; provided, however, that
the Plan shall not be amended in such manner aklwause or permit any part of the Trust to be déefor purposes other than for the
exclusive benefit of Participants, Retired Partcifs, and Terminated Participants; decrease aciparit's accrued benefit or eliminate an
optional form of payment with respect to benefitsraed as of the later of the (a) the date suclmdment is adopted, or (b) the date the
amendment becomes effective; or to revert to ootmecthe property of the Employer, prior to thesfatition of all liabilities under the Plan
with respect to Participants, Retired Participafiesminated Participants, surviving spouses, Cgetih Annuitants, and Beneficiaries.

(b) If any Plan amendment changes the vesting stbeaet forth in

Section 6.02, each Participant who ha s completed at least three
(3) years of Service on the effective date of the change in the
vesting schedule shall have his vesti ng percentage computed in
accordance with the vesting schedule which produces the highest

vested benefit.

13.02 TERMINATION OF THE PLAN

(@) Upon termination of the Plan due to any reas on, or partial termination in
accordance with the regulations of the Treas ury Department, the rights of
all non-vested Participants affected by such termination to benefits
accrued prior to the date of such terminatio n shall be nonforfeitable.
The assets of the Plan shall thereupon be al located in accordance with
the provisions of Sections 13.03 and 13.04. No Participant or any other
person shall have the right to seek payment of benefits directly from the
Employer and all persons shall look solely t o the Trust Fund for payment
of benefits. Such payments shall be made onl y to the extent that the
funds held in the Trust are sufficient there for, except as may be
otherwise guaranteed by the Pension Benefit Guaranty Corporation.
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(b)

13.03 LIMITATIONS ON BENEFITS UPON TERMINATION

Upon termination of the Plan, benefits of mi
treated in accordance with Section 4050 of E

The allocation of the amounts in Section 13.
actuarial value of the benefit payable under
Retirement Age as a life annuity, without de
the lesser of:

(@) 100% of the Participant's monthly com
five consecutive years in which his compensa

(b) such amount as determined according t
Pension Benefit Guaranty Corporation. Such a
adjustment each year to reflect changes in t
contribution and benefit base, any such adju
accordance with regulations issued by the Pe
Corporation.

13.04 ALLOCATION OF ASSETS

After providing for the expenses incurred in
assets shall be used and applied for the ben
(including surviving spouses, Contingent Ann
Participants, and Terminated Participants wh
or termination of employment may have been e
benefits, to be allocated in the following o

(@) FIRST: the accrued benefit equal to 1
Accumulated Contributions Account, pl
the date of termination, accrued to a

(b) SECOND: If any assets remain after al
paragraph (a), assets shall be alloca
life, on the basis of the Plan provis
beginning of the five-year period end
termination, to Retired Participants
Contingent Annuitants, and Beneficiar
have been receiving benefits
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()

(e)

®

for three years prior to the date of

and Terminated Participants who have
normal or early retirement benefit at
the date of termination.

THIRD: If any assets remain after all
paragraphs (a) and (b), they shall be
benefit for life, on the basis of the

five years prior to the date of Plan
Retired Participants (including survi
Annuitants, and Beneficiaries receivi
Participants and Terminated Participa
paragraph (a) and who have met the re
Early Retirement or for a Vested Bene
date of termination.

FOURTH: If any assets remain after al
paragraphs (a), (b), and (c), they sh
the benefit, if any, in excess of the
allocations under paragraphs (a), (b)
the benefits of Retired Participants
Contingent Annuitants, and Beneficiar
Terminated Participants who have met
or Early Retirement or a Vested Benef
date of Plan termination up to the fu
retirement benefit provided under the
termination, such benefits to be dete
maximum benefit stated in Section 13.

FIFTH: If any assets remain after all
paragraphs (a), (b), (c), and (d), th
provide benefits to all other Partici
of Plan termination, such benefits to
to the maximum benefit stated in Sect

SIXTH: If any assets remain after the
foregoing purposes of this Article 13
the Employer.

If the allocable assets are insufficient to

allocations under any of the foregoing parag
all allocations under previous paragraphs, e
paragraph as to which assets are insufficien
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No allocations will be made under the forego ing Section with respect to
any benefits accrued under the Plan after th e Secretary of the Treasury
has issued notice that the Plan does not mee t the requirements of Section
401(a) of the Code.

13.05 DISTRIBUTION MEDIA

The allocations for which provision is made in this Article 13 may be

accomplished through:

(a) group contracts or individual annuity contracts
(b) cash, or

(c) any combination of the foregoing.
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ARTICLE 14 - DISTRIBUTION LIMITATIONS AND EARLY TERMINATION PRO  VISIONS
14.01 DISTRIBUTION LIMITATIONS
(a) For purposes of this Section 14.01, the follmierms shall have the indicated meaning:

(i) "BENEFITS" means the sum of the Participantsraed benefit and all other benefits to whichsherititled under the Plan, but excluding
any death benefit provided for by insurance onRagicipant's life.

(i) "Restricted Participant” means, with respecatPlan Year, a Highly Compensated Employee wlaoHarticipant and who, if there are m
than 25 Highly Compensated Employees, is one o2fhHighly Compensated Employees with the highesalTAnnual Pay, as defined in
subparagraph (iii) below.

An individual who is a Restricted Participant iPlan Year shall be a Restricted Participant inksssguent Plan Year only if he satisfies the
conditions of the previous sentence in such sulesddelan Year.

If more than one individual has the same Total AxiRay, the younger individual shall be deemedateetthe higher Total Annual Pay.
(iii) "TOTAL ANNUAL PAY" means, with respect to anilan Year:

(A) In the case of a Highly Compensated Employee isimot currently employed by the Employer or dfiliated Employer, the greater of
Section 415 Compensation (as defined in Sectiof(&)Pfor the Plan Year in which he ceased to bpleyed by the Employer or an Affiliated
Employer, or his Section 415 Compensation for tlaa Fear immediately preceding that Plan Year, and
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(B) In the case of a Highly Compensated Employee istcurrently employed by the Employer or an Adtiéd Employer, the greater of his
Section 415 Compensation for the Plan Year in dquestr for the prior Plan Year.

(b) Subject to paragraph (c) below, a Restricteti¢h@ant may not receive his Benefits under tHanHn the form of a single lump sum
payment, or other benefit form under which paymelntsng a single year would exceed the annual paysritéat would be made on behalf of
such Participant under a single life annuity tisatie Actuarial Equivalent of his benefits (othHean the benefits described in paragraph (c)(iii)
below).

(c) The limitation of paragraph (b) above shall apply:

(i) to any payment, if the value of Plan assetsraftich payment equals or exceeds 110% of the ehlfire Plan's "CURRENT
LIABILITIES" (within the meaning of Section 412(I)) of the Code); or

(ii) if the value of the Restricted Participant'srigfit is less than 1% of the value of such curliabilities, or
(i) to payment of benefits attributable to tramstd balances from defined contribution planamployee contributions.

(d) In the event that Congress provides by statrtéhe Internal Revenue Service provides by réguiaor ruling, that the limitations set forth
in this Section 14.01 are not necessary for tha Rlaneet the requirements of Section 401(a) ceradipplicable provisions of the Code then in
effect, such limitations shall become void and lshallonger apply without the necessity of furthemendment to the Plan.

(e) Notwithstanding the foregoing, the limitatiosfsparagraph (b) above shall not apply to any Reestt Participant otherwise subject thereto
who enters into a prior written agreement with @mmmittee to the effect that if the Plan is ternasand distribution of benefits has been or
will be made to such Participant regardless ofithéation of paragraph (b) above, such Particip@nt in the case of his death,
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his estate or representatives) shall repay to thstde a sum equal to the total amounts by whistbénefits under the Plan shall exceed
benefits determined under the preceding limitafi&testricted Benefits").
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ARTICLE 15 - TOP-HEAVY PROV ISIONS
15.01 ARTICLE CONTROLS
Any Plan provisions to the contrary notwiths tanding, the provisions of
this Article 15 shall control to the extent required to cause the Plan to
comply with the requirements imposed by Sect ion 416 of the Internal
Revenue Code.
15.02 DEFINITIONS

Where the following words and phrases appear in this Article 15, they
shall have the respective meanings set forth below, unless their context

clearly indicates to the contrary:

(a) ACCOUNT BALANCE

As of any Valuation Date, the aggrega
individual's account or accounts unde
contribution plan (excluding the empl

deductible within the meaning of Sect

rollover or transfer contributions ma
individual to such plan from another
an entity other than the Employer or
increased by (i) the aggregate distri
individual from such plan during a fi

Determination Date and (ii) the amoun
of the Determination Date immediately

Date;

() ACCRUED BENEFIT

As of any Valuation Date, the present
of the Assumptions) of the cumulative

the portion thereof which is attribut

contributions which were deductible p

Code, to rollover or transfer contrib
of such individual to such plan from

sponsored by an entity other than the
Company, to proportional subsidies or

individual under a qualified defined
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te amount credited to an

r a qualified defined

oyee contributions which were
ion 219 of the Code and

de by or on behalf of such
qualified plan, sponsored by
an Affiliated Company)
butions made to such
ve-year period ending on the
t of any contributions due as
following such Valuation

value (computed on the basis
accrued benefit (excluding
able to employee

ursuant to Section 219 of the
utions made by or on behalf
another qualified plan
Employer or an Affiliated

to ancillary benefits) of an
benefit plan increased



()

(e)

®

by the aggregate distributions made t
plan during a five-year period ending

AFFILIATED COMPANY

Any corporation or other business ent
aggregated with the Employer by reaso
or 414(m) of the Code;

AGGREGATION GROUP

The group of qualified plans (includi
maintained within the five-year perio
Date) maintained by the Employer and
consisting of (i) each plan in which
and each other plan which enables a p
participates to meet the requirements
of the Code, or (ii) each plan in whi
participates, each other plan which e
Employee participates to meet the req
401(a)(4) and 410 of the Code and any
Employer elects to include as part of
however, that the Employer may not el
group if its inclusion would cause th
requirements of Sections 401(a)(4) an

ASSUMPTIONS

For purposes of this Article 15, the
assumptions specified in Section 1.02

DETERMINATION DATE
For the first Plan Year of any plan,

Year, and for each subsequent Plan Ye
of the preceding Plan Year;
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(g) FORMER KEY EMPLOYEE

With respect to any Plan Year, any individual whasva Key Employee in a previous Plan Year but whwt a Key Employee with respect to
such Plan Year. For purposes of this definitioherneficiary (who would not otherwise be a Key Emgpk) of a deceased Former Key
Employee shall be deemed to be a Former Key Employsubstitution for such deceased Former Key Bygd;

(h) HIGHEST AVERAGE COMPENSATION

The highest annual average of the taxable comgengadid by the Employer to an Employee during v (5) consecutive Plan Years
(excluding Plan Years prior to the first Plan Y#s Plan was topeavy and excluding Plan Years subsequent to shé’lan Year the Plan w
top-heavy), or during all of such Plan Years durivitich the Employee received taxable compensatimm the Employer, if less than five (5);

(i) KEY EMPLOYEE

With respect to any Plan Year, any individual whamy time during such Plan Year or during anyheffour (4) Plan Years immediately
preceding such Plan Year was (i) an officer ofiEngployer or an Affiliated Company having an annt@hpensation greater than 50% of the
dollar limitation specified in Section 415(b)(l)(Af the Code for any such Plan Year, (ii) one &f tbn employees having an annual
compensation greater than the dollar limitationcefel in Section 415(c)(1)(A) of the Code for asych Plan Year, and owning the largest
interests in the Employer or an Affiliated Compamd owning greater than a 1/2 percent interestéarEimployer or an Affiliated Company,
(ii), an owner of five percent (5%) or more of thetstanding stock of the Employer or an Affiliadmpany or of stock possessing five
percent or more of the total combined voting poefeall of the stock of the Employer or an Affilis€€ompany, or (iv) an employee whose
Remuneration (during the Plan Year including théelraination Date) exceeded $150,000 and who waswawer of one percent or more of the
outstanding stock of the Employer or an Affiliat@dmpany or of stock possessing one percent or ofdree total combined voting power of
all of the stock of the
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Employer or an Affiliated Company. For 7purposeshig definition, (i) an individual shall be deem@down stock owned by other individuals
as provided in Section 318 of the Code, but suligtl 5% for 50% in subparagraph (C) of Section(a}@) of the Code, (ii) a beneficiary
(who would not otherwise be a Key Employee) of esdsed Key Employee shall be deemed to be a Keydya®in substitution for such
deceased Key Employee, and (iii) the total numlbé&tey Employees who are officers of the Employed éme Affiliated Companies shall be
limited to: if there is a total of less than thi(B0) employees of the Employer and the Affilia@ompanies, three (3); if there is a total of more
than thirty (30) but less than five hundred (50@péoyees of the Employer and the Affiliated Comeaniten percent (10%) of such total; and,
if there is a total of more than five hundred (566)ployees of the Employer and the Affiliated Conipa, fifty (50);

() NON-KEY EMPLOYEE

An individual who is not a Key Employee;

(k) PLAN YEAR

With respect to any plan, the annual accountingpgarsed by such plan for annual reporting purposes
() REMUNERATION

An individual's earned income, wages, salariesahdr amounts actually paid or made available byBmployer or an Affiliated Company to
such an individual during a Plan Year for pers@salices actually rendered in the course of empémtrwith the Employer or an Affiliated
Company (subject to exclusion of amounts specliigdegulations promulgated under Section 415 ofGbde);
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(m) TOP-HEAVY SERVICE

Each year of Service, excluding all years of Serdedited prior to January 1, 1984 and all yehfeovice with respect to Plan Years for
which the Plan was not top-heavy;

(n) VALUATION DATE

With respect to any Plan Year of any defined cbotion plan, the most recent date within the twgh@) month period prior to a
Determination Date as of which the trust fund dghbd under such plan was valued and the net id@mloss) thereof allocated to
Participants' accounts. With respect to any Plaar6éa defined benefit plan, the most recent détiein a twelve-month period prior to a
Determination Date as of which the plan assets waleed for purposes of computing plan costs fappses of the requirements imposed
under Section 412 of the Code.

15.03 TOP-HEAVY STATUS

(a) The Plan shall be deemed a top heavy plan Riam Year if, as of the Valuation Date precedimg dpplicable Determination Date, the sum
of (1) the present value of accrued benefits of Eaployees under this Plan and all other definetkfieplans in the Aggregation Group, and
(2) the account balances of Key Employees undetediihed contribution plans in the Aggregation Gr@xceeds 60% of the sum of (3) the
present value of accrued benefits of all Participaimder this Plan and all other defined beneéihplin the Aggregation Group (but excluding
Participants who are former Key Employees); andi{d)account balances of all Participants undedtedlhed contribution plans in the
Aggregation Group.

For purposes of this test, the following rules kapply:

(i) Subject to subparagraph (ii) below, any disttibns from this Plan or any other plan in the Aggation Group, and any accrued benefit
distributed from any other plan in the Aggregat®mup during the five Plan Years ending on the Beieation Date shall be taken into
consideration.
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(if) The benefits of and distributions to all formemployees who have not been credited with at le@es Hour of Service during the period of
five years ending on the Determination Date shalllisregarded, provided, however, that if such @arEBmployee again completes an Hour of
Service with the Employer after such five year peérisuch former Employee's accounts shall be takerconsideration.

Notwithstanding any provision of this paragraph @i the contrary, in any Plan Year in which thiarPis a top heavy Plan, each I-Key
Employee who is also covered under a defined dauttdn plan of the Employer, shall accrue a MinimBemefit as provided by this Plan.

(iii) If an Employee is not a Key Employee for tRtan Year containing the Determination Date, behsuadividual was a Key Employee
during any previous Plan Year, the value of his@rbenefits and distributions shall not be tak#a consideration.

(iv) Solely for purposes of determining if the Plamany other plan in the Required Aggregation @risua top heavy plan for a Plan Year, the
accrued benefits under any defined benefit plaisngbloyees who are not Key Employees shall be ohétexd for Plan Years beginning after
1986 under the method, if any, which is uniformpypked for accrual purposes under all defined biep&ins maintained by the Employer or
Affiliated Employer or, if there is no such methad, if such benefit accrued not more rapidly thaden the slowest accrual rate permitted
under Section 411(b)(1)(C) of the Code.

(v) The determination of account balances undedefihed contribution plans in the Aggregation Grahall be increased for contributions «
as of the Determination Date to the extent requinedier Section 416 of the Code.

(vi) The determination of the present value of aedrbenefits under all defined benefit plans inAlggregation Group shall be based on the
interest rate and mortality table specified in 8ect.02(a).
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(vii) Distributions, rollovers and trust to trusahsfers shall be taken into consideration to #terg required under
Section 416 of the Code.

The calculation of the top heavy ratio shall be enadaccordance with the provisions of Section dfithe Code.

(b) If the Plan is determined to be top-heavy féi@an Year, the annual retirement benefit of eaatid?pant who is a Non-Key Employee shall
not be less than the lesser of (i) or (ii), where

(i) is two percent (2%) of the Participant's High&gserage Compensation multiplied by the Partictfsa¥viears of Top-Heavy Service; and
(ii) is twenty percent (20%) of the Participantghkst Average Compensation.

The minimum annual retirement benefit provided ey preceding sentence means the retirement beagfible annually under the Plan in the
form of a single life annuity with no ancillary befits and beginning on the date the ParticipamirstNormal Retirement Age. If a Participant
actually receives his benefit under the Plan iiffarént form or commencing at a different times bienefit shall not be less than the Actuarial
Equivalent (using the factors set forth in Sectiod2(c) of the foregoing minimum benefit;

(c) If the Plan is determined to be top-heavy f&tlan Year, the Vested Benefit of any Participahbwompletes an Hour of Service during
such Plan Year or who terminates his service wighEmployer during such Plan Year shall be detegthin accordance with Section 6.02, but
using the following vesting schedule:

YEARS OF VESTED
SERVICE PERCENTAGE
Less than 3 years 0%
3 years or more 100%
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If the vesting schedule under the Plan for any Rlear shifts into or out of the above schedule beeaf the Plan's top heavy status, such shift
shall be regarded as an amendment to the Planisgsshedule and the provisions of Section 13.04liall be applied.

The provisions of this paragraph (c) shall not peliad to reduce the Participant's vested percentagputed in accordance with the

provisions of Section 6.02.

(d) In any Plan Year in which the Plan is top hebuynot super top heavy (substituting 90% for 68%ubparagraph(a) above), Section 5.041
(d)(ii) shall be applied by substituting "100%" fdr25%" unless the Sponsoring Employer amends sagpaph (b)(i) above by substituting
"3%" for "2%" therein. Effective January 1, 2000istparagraph (d) shall no longer be applicable.

(e) In any Plan Year in which the Plan is superttepvy, the factor

of "125%" shall be changed to "100%"
Effective January 1, 2000, this parag
applicable.

15.04 TERMINATION OF TOP-HEAVY STATUS

Except as specifically provided in Section 1
deemed to be top-heavy for one or more Plan
to be top-heavy, the provisions of this Arti

to the Plan effective as of the day followin
which it is determined to no longer be top-h
the accrued benefit of any Participant under
than the minimum benefit which such Particip
15.03(b) as of the last day of the last Plan
top-heavy.
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ARTICLE 16 - MISCELLANEO

16.01 RIGHTS AGAINST THE EMPLOYER

Neither the establishment of the Plan, nor t
modification thereof, nor the payment of ben

construed as giving any Employee or Particip

in the service of the Employer or as interfe

Employer to discharge any Employee at any ti

16.02 RETURN OF CONTRIBUTIONS

@

(b)

©

()

In the event that the Commissioner of
her delegate) determines that the Pla
under the Code, any Employer contribu
be returned to the Employer within on
initial qualification is denied, prov
qualification is made by the time pre
Employer's return for the fiscal year
adopted, or such later date as the Se
prescribe.

Nothing herein shall prohibit a retur
year after payment, of excess sums co
as a result of a mistake of fact.

Each employer contribution is specifi
deductibility of the contribution und
and to the extent such contribution,
disallowed, the contribution, or any
disallowed, shall be returned to the
after the date of disallowance.

The return of a contribution to the E
(b) or (c) above shall be permitted h

so returned (i) is the excess of the

over the amount which would have othe
does not include the earnings attribu
and (iii) is reduced by any losses at
contribution.
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ntributed to the Trust Fund

cally conditioned on the

er Section 404 of the Code,
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part thereof that is
Employer within one year
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ereunder only if the amount
amount actually contributed
rwise been contributed, (ii)
table to such contribution
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16.03 MERGER

Unless otherwise permitted by law or regulat
merged into, or consolidated with, nor shall
transferred to, any other pension or retirem
resulting in a transfer of assets or liabili

other plan unless immediately after any such
transfer each Employee would if such other p
a benefit which is equal to or greater than
been entitled to receive immediately before
transfer, if the Plan had then terminated.

16.04 LEASED EMPLOYEES

For purposes of the Plan, the term "leased e
would not otherwise be considered an Employe
agreement between the Employer or an Affilia
organization (within the meaning of Section
performed services for the Employer or Affil
substantially full time basis for a period o
services are performed under the primary dir
Employer or Affiliated Employer. Contributio
leased employee by the leasing organization
services performed for the Employer or Affil
treated as provided by the Employer or Affil

A leased employee shall not be considered an

(@) Such individual is covered by a money
providing (i) a nonintegrated employe
least ten percent of his "Section 415
Section 5.04(c)), but including amoun
salary reduction agreement which are
income under Section 125, 402(a)(8),
Code, (ii) immediate participation, a
vesting; and

(b) leased employees constitute twenty pe
Employer's or Affiliated Employer's n
workforce (within the meaning of Sect
Code).
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16.05 APPLICABLE LAW

The provisions of this Plan shall be governe d and construed in accordance
with the laws of the Commonwealth of Massach usetts.

16.06 HEADINGS

The headings of the Plan are inserted for co nvenience of reference only,
and shall have no effect upon the meaning of the provisions hereof.

16.07 GENDER AND NUMBER

Wherever used in this instrument, a masculin e person shall be deemed to
include the masculine and feminine gender, a nd a singular word shall be
deemed to include the singular and plural, i n all cases where the context
requires.

IN WITNESS WHEREOF, Watts Industries, Inc. has ealthis instrument to be executed by its authoriféider and its seal affixed hereto
this 28 day of January, 2003

WATTS INDUSTRIES, INC.
(Seal)

By /s/ William C. McCartney
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INTRODUCTION

The Watts Industries, Inc. Hourly Pension Planyjmesly known as the Watts Regulator Co. Hourly $t@m Plan, (hereinafter the "Plan") was
established, effective January 1, 1985, as a ssocés and a continuation of (i) the Webster Foyrgivision Hourly Pension Plan, (i) the
Webster Valve Division Hourly Pension Plan, ang {lie Regtrol, Inc. Hourly Pension Plan (hereiaathe "Prior Plans™).

Effective October 18, 1999, all liabilities determad as of October 18, 1999 attributable to actasiéipants who become Employees of
CIRCOR International, Inc. ("CIRCOR") as a resultlee corporate spin-off and all allocable assetsaiated with such liabilities as
determined pursuant to

Section 4044 of ERISA using the "safe harbor" agstions used by the Pension Benefit Guaranty Cotjmoraas required by Treasury
Regulation Section 1.414(1)-1(b)(5)(ii), shall bartsferred to the CIRCOR International, Inc. Retieat Plan for Hourly Employees (CIRCOR
Hourly Plan).

The physical transfer of assets shall be complasesbon as practicable following receipt by CIRC@R favorable determination letter from
the Internal Revenue Service to the effect thatiRCOR Hourly Plan meets the qualification reqoiemts of Code Section 401(a) or an
opinion from CIRCOR's legal counsel reasonablys§atiory to Watts Industries, Inc. to the effedttthe CIRCOR Hourly Plan meets the
qualification requirements of Code Section 401(a).

The amount of assets to be transferred to the CRRE0urly Plan will be equal to the October 18, 1@88cated amount, which shall be based
on the fair market value of Plan assets as of @cttB, 1999 plus any portion of the minimum reqdiicentribution for the 1999 Plan year not
contributed by October 18, 1999, plus investmeturreas earned by the trust from October 18, 183Bd most recent trust statement date
prior to the transfer date, plus interest basedupe average of the threeenth Treasury bill rates as published by the \8&ket Journal fror
the most recent monthly trust statement date térémsfer, date, less allocated benefit paymerdsapenses from October 18, 1999 to the
transfer date.

The Plan was last restated by Watts Industries,(lrereinafter the "Sponsoring Employer") effectdagmuary 1, 1994 to comply with the Tax
Reform Act of 1986, the Omnibus Budget Reconciiathcts of 1986, 1987, 1989 and 1993, the TechmicdlMiscellaneous Revenue Act of
1988, and the Unemployment Compensation Amendnuérit892. The Sponsoring Employer is hereby amendimyrestating the Plan, unless
specifically stated otherwise, effective Januar§497 to comply with the General Agreement on Taahd Trade, the Uniformed Services
Employment and Reemployment Rights Act, Small BesénJob Protection Act of 1996, the Tax Reformroad997, and the Internal Revenue
Service Restructuring and Reform Act of 1998.

(i)



Effective December 31, 2001, the Plan shall be egbigto the Watts Industries, Inc. Retirement RtarSalaried Employees, which effective
January 1, 2002 shall be renamed the Watts Inégsiric. Pension Plan and its terms and condisba# be incorporated into and made a part
thereof as Part A.

It is the intention of the Sponsoring Employer ttegt Plan as herein amended and restated shaithgerib be recognized as a qualified pen
plan under Sections 401(a) and 501(a) of the IatdRevenue Code. The provisions of the Plan afosgétin this Plan document shall apply
only to an Eligible Employee who terminates empleytnon or after the effective date of a provisiersat forth herein. The rights and bene
if any, of an Employee who terminated employmerdrio the effective date of a provision as setifdrerein shall be determined in
accordance with the provisions of the Plan asfiecebn the date his employment terminated.

(i)



ARTICLE |

- DEFINITIONS

The following words and phrases shall be definestat®d unless a different meaning is plainly rexuby the context:

1.01

"ACTUARIAL EQUIVALENT" or any term of simila
the Plan, means a benefit of equivalent valu

@)

(b)

For purposes of Section 14.02(e), Act
determined using a 5% interest rate a
Table for Employees and the UP-1984 M
years for Beneficiaries;

The following provisions of this subs
Limitation Years beginning on or afte
purposes of Section 5.04(e), the Actu
determined using either the arithmeti
Section 5.05(b) or an interest rate o
prescribed by the IRS Commissioner in
80, whichever produces a larger reduc
amount. For purposes of Section 5.04(
shall be determined using either an i
UP-1984 Mortality Table or an interes
mortality table prescribed by the IRS
95-6, 1995-1 CB 80, whichever produce
maximum annual amount. For purposes o
Equivalent will be determined using e
and the UP-1984 Mortality Table or an
mortality table prescribed by the IRS
95-6, 1995-1 CB 80, whichever produce
annuity. If the benefit is payable in
payment, the 5% interest rate shall b
30-year Treasury Constant Maturities
prior to the Plan Year of the distrib

For purposes of Section 5.021, 5.051,
14.03(b), Actuarial Equivalents will
interest rate and the UP-1984 Mortali
the UP-1984 Mortality Table set back

r import, wherever used in
e determined as follows:

uarial Equivalents will be
nd the UP-1984 Mortality
ortality Table set back 3

ection (b) shall apply to

r January 1, 1995. For

arial Equivalent shall be
cal factors specified in

f 5% and the mortality table
Rev. Rul. 95-6, 1995-1 CB
tion in the maximum annual
f), the Actuarial Equivalent
nterest rate of 7% and the
t rate of 5% and the
Commissioner in Rev. Rul.
s the smaller increase in the
f Section 5.04(g), Actuarial
ither an interest rate of 7%
interest rate of 5% and the
Commission in Rev. Rul.

s the smaller single life

the form of a lump sum

e replaced by the rate on
for the month of November
ution date;

6.022, 8.02, 8.03 and

be determined using a 7%
ty Table for Employees and
3 years for Beneficiaries;



(d) For purposes of Section 12.01, Actuarial Eqglaints will be determined as follows: (i) prior te©ber 1, 1995, by using the rates and
mortality table described in (c) above, except thatinterest rate for immediate annuities sethgyRension Benefit Guaranty Corporation for
the month of payment for lump sum payments willbed, and (ii) on or after October 1, 1995, by gisin interest rate equal to the interest
on 30-year Treasury Constant Maturities for (A)ukmg, 1995 for distributions made during the pegothmencing October 1, 1995 and
ending December 31, 1995 or (B) October of the Rlaar prior to the Plan Year of distribution fosttibutions made on or after January 1,

1996;

(e) For purposes of Article 13, Actuarial Equivakeshall be

determined as specified in regulation
Benefit Guaranty Corporation.

1.02 "ACTUARY" means the actuarial consultant or
designated from time to time to make actuari
with the Plan.

1.03 "AFFILIATED EMPLOYER" means any of the follo
Employer):

(a) Any corporation which is a member of
corporations which includes the Emplo
provisions of Section 414(b) of the C

(b) Any trade or business which is under
Section 414(c) of the Code) with the

(c) Any organization which is a member of
(as defined in Section 414(m) of the
Employer; and

(d) Any other entity required to be aggre
pursuant to regulations under Section

A corporation, trade or business or member o
shall be treated as an Affiliated Employer o
the controlled group.

1.04 "BENEFICIARY" means any person other than a
to receive any death benefits payable upon t

_2-

s promulgated by the Pension

actuarial consultants
al computations in connection

wing (other than the

a controlled group of
yer, determined under the
ode;

common control (as defined in
Employer;

an affiliated service group
Code) which includes the
gated with the Employer
414(0) of the Code.

f an affiliated service group

nly while it is a member of

Contingent Annuitant entitled
he death of the Participant.



1.05 "BENEFIT COMMENCEMENT DATE" means the first
amount is paid in accordance with the provis
payments are suspended pursuant to Section 5
not terminated employment and who does not r
recommencement of benefit payments shall be
Commencement Date.

1.06 "BOARD OF DIRECTORS" or "BOARD" means the Bo
Sponsoring Employer.

1.07 "CODE" means the Internal Revenue Code of 19
time. Reference to a specific provision of t
provision, any valid regulation or ruling pr
provision of future law that amends, supplem
provision.

1.08 "COMMITTEE" means the Pension Committee appo
as set forth in Article 10.

1.09 "CONTINGENT ANNUITANT" means the person desi
receive a benefit under the Contingent Annui
death of the Participant in accordance with

1.10 "EFFECTIVE DATE" means January 1, 1997 for t
original Effective Date of the Plan is Janua

1.11 "ELIGIBLE EMPLOYEE" means any person who is
and whose remuneration is regularly computed
piecework, or other comparable basis, thereb
remuneration is regularly computed on an ann
weekly, commission or other comparable basis
not include any person employed by the Emplo
collective bargaining agreement which does n
in this Plan, or any Employee who is a lease
of Section 414(n)(2) of the Code.

1.12 "EMPLOYEE" means any person currently employ
Affiliated Employer. The term "Employee" als
employees of the Employer or an Affiliated E
Section 414(n)(2) of the Code to the extent
be "Employees" in accordance with the provis
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day of the month on which an
ions of the Plan. If benefit

.07 for a Participant who has
eceive a benefit payment, the
treated as a new Benefit

ard of Directors of the

86, as amended from time to
he Code shall include such
omulgated thereunder, and any
ents, or supersedes such

inted to administer the Plan

gnated by the Participant to
tant Option following the
Article 8.

his restated Plan. The
ry 1, 1985.

an Employee of the Employer
on an hourly, daily,

y excluding any person whose
ual, monthly, semi-monthly,

. The term "Employee" shall
yer who is covered under a

ot provide for participation

d employee within the meaning

ed by the Employer or an

o includes any leased

mployer within the meaning of
such employees are deemed to
ions of Section 15.04.



1.13

1.14

1.15

1.16

"EMPLOYER" means Watts Industries, Inc., or
any other entity now or hereafter affiliated
which adopts this Plan by vote of its board
consent of Watts Industries, Inc. As of Janu
entities affiliated with Watts Industries, |
are therefore considered to be an Employer:
Industries, Inc., Leslie Controls, Inc., Rud
Automatic Control Valve Co., Inc., Circle Se
Anderson-Barrows Metal Corporation and Webst
January 1, 2001, the term "Employer" also in
"Spacemaker") and "Watts Heatway, Inc." (now
Effective October 18, 1999, Industrial Produ
Inc., Circle Seal Controls, Inc. and Leslie
considered to be an Employer due to their sp
International, Inc.

The term "Employer" also includes all of the
require.

"ERISA" means the Employee Retirement Income
amended from time to time. Reference to a sp
shall include such provision, any valid regu
thereunder, and any provision of future law
supersedes such provision.

"FIDUCIARY" means the Employer, the Committe
parties named as Fiduciaries pursuant to Sec
respect to the specific responsibilities of
administration, as described in Article 10.

"HIGHLY COMPENSATED EMPLOYEE" means, with re

Employee who performs services for the Emplo
during the Determination Year and who:

(@) Was a 5% owner (within the meaning of
the Code) at any time during the Dete
Year; or

(b) Received compensation from the Employ
in excess of $80,000 (as adjusted pur
the Code) during the Look Back Year;
Employees when ranked on the basis of
Look Back Year.
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any successor thereto, and
with Watts Industries, Inc.
of directors and with the
ary 1, 1997, the following
nc. have adopted the Plan and
Watts Regulator Co., KF
olph Labranche, Inc., Watts
al Controls, Inc.,

er Valve, Inc. Effective
cludes McCraney, Inc. (dba
called Watts Radiant, Inc.)
cts Division, KF Industries,
Controls are no longer

inoff to CIRCOR

foregoing as the context may

Security Act of 1974, as
ecific provision of ERISA
lation or filing promulgated
that amends, supplements, or

e, the Trustee, and/or other
tion 10.1, but only with
each for Plan and Trust

spect to a Plan Year, any
yer or an Affiliated Employer

Section 416(i)(1)(B)(i) of
rmination Year or Look Back

er or an Affiliated Employer
suant to Section 415(d) of

and was among the top 20% of
compensation paid during the



The term Highly Compensated Employee shall a
Compensated Employee who terminated employme
Affiliated Employer prior to the Determinati

for the Employer or an Affiliated Employer d

and was a Highly Compensated Employee in eit
termination of employment or in any Determin

his attainment of age 55.

For purposes of determining an Employee's co
Section, compensation shall mean the Employe
(as defined in Section 5.04(c)), but includi
behalf of the Employee by an Employer or Aff
a salary deferral agreement under this Plan
deferred arrangement described in Section 40
salary reduction agreement pursuant to a caf
Section 125 of the Code, or effective Januar
deferred under Section 132(f)(4) of the Code

For purposes of this Section, "Look Back Yea
consecutive months immediately preceding the
purposes of this Section, "Determination Yea
is being tested for purposes of determining
Compensated Employee.

Iso include any former Highly

nt with the Employer or an

on Year, performs no services
uring the Determination Year,
her his or her year of

ation Year ending on or after

mpensation under this

e's Section 415 Compensation
ng any amounts contributed on
iliated Employer pursuant to
(or any other cash or

1(k) of the Code), to any
eteria plan established under
y 1, 2001 any amounts

r" means the period of twelve
Determination Year. Also for
r" means the Plan Year that
if an Employee is a Highly

1.17 "LIMITATION YEAR" means the calendar year.

1.18 "NORMAL RETIREMENT AGE" means the Participardge on the later of:
(a) the Participant's 65th birthday; or
(b) the fifth anniversary of the date on which Beaticipant began

participation in the Plan.

1.19 "PARTICIPANT" means any Employee who has sat
requirements for participation in the Plan a
is a Participant hereof.

isfied the eligibility
s set forth in Article 3 and

1.20 "PLAN" means the Watts Industries, Inc. Hour ly Pension Plan as described
in this instrument and as it may be amended hereafter.

-5-



1.21 "PLAN ADMINISTRATOR" means the Committee, no
certain administrative functions under or wi
have been delegated to any other person, per

1.22 "PLAN YEAR" means the twelve-month period be
ending on the following December 31.

1.23 "PRIOR PLAN" means each or all, as the conte
following: (a) the Webster Foundry Division
Webster Valve Division Hourly Pension Plan,
Hourly Pension Plan.

1.24 "RETIRED PARTICIPANT" means a former Partici
the terms of the Plan and who has become eli
under the Plan.

1.25 "SOCIAL SECURITY RETIREMENT AGE" means:

(a) for persons born prior to 1938, age 65;
(b) for persons born in 1938 or later but priod 855, age 66; and
(c) for persons born in 1955 or later, age 67.

1.26 "SPONSORING EMPLOYER" means Watts Industries
thereto.

1.27 "TERMINATED PARTICIPANT" means a former Part
an Employee prior to his Normal Retirement D
4.01) for any reason other than death or ret
the terms of the Plan.

1.28 "TRUST" means the agreement between the Empl
constitutes part of this Plan, or any other
between the Employee and a Trustee named the
constitute a part of this Plan, as the same
time.

1.29 "TRUST FUND" or "TRUST" means the Watts Indu
maintained in accordance with the terms of t
Trust was established, as it may be amended

1.30 "TRUSTEE" means the person, persons, or enti
successor to that office.

-6 -
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ARTICLE 2 - SERVICE
2.01 SERVICE PRIOR TO JANUARY 1, 1985

With respect to employment prior to January
"Service" as defined under the Prior Plans.

2.02 VESTING AND ELIGIBILITY SERVICE ON OR AFTER

An Employee must accumulate at least 1,000 H
12-month computation period in order to be ¢
Service for vesting and eligibility purposes
period for purposes of determining a year of
Section 6.02 is the Plan Year. The 12-month
purposes of determining a Year of Service fo
3.01 is the 12-month period beginning when t
Hour of Service and the subsequent computati
Year beginning with the Plan Year that inclu
the date the Participant first performs an H

If an Employee, who has not incurred a Break
complete at least 1,000 Hours of Service dur
be credited with a portion of a year of Serv

following:

Hours of Service

1,000 or more 1.0
936-999 5
728-935 4
501-727 3
less than 501 0

Service (1.0=1y

1, 1985, Service shall mean

JANUARY 1, 1985

ours of Service during a
redited with a year of

. The 12-month computation
Service for vesting under
computation period for

r eligibility under Section

he Employee first performs an
on periods shall be the Plan
des the first anniversary of
our of Service.

in Service, fails to

ing such Plan Year, he shall
ice as provided in the

ear)

During any computation period in which an Emplogd#burs of Service cannot be determined, the Enaglahall be credited with 190 Hours
of Service for each month during such period inclittie or she completes one Hours of Service.

Notwithstanding any other provision of this SectiyrService with the entities listed in Section1g) shall be taken into account for vest

and eligibility purposes.



2.021 BREAK IN SERVICE DEFINED ON AND AFTER JANUAR Y 1, 1985

Service shall be considered broken by the fo llowing, provided that
Service will not be broken during any Plan Y ear in which an Employee

completes more than 500 Hours of Service:

(a) voluntary quit;

(b) discharge;

(c) iliness or injury in excess of one year,;

(d) layoff in excess of one year;

(e) authorized leave of absence in excess of cae ge

(f) failure to return to the Service of the Employgon the

expiration of an authorized leave of absence; or within the period

of time entitling an Employee to reem ployment rights after

discharge from the Armed Forces of th e United States of America.
For purposes of the Plan, a one-year Break i n Service shall be deemed to
have occurred at the end of any Plan Year in which an Employee fails to

accumulate more than 500 Hours of Service.

2.022 BREAK IN SERVICE RULES APPLICABLE TO YEARS O F SERVICE ON AND AFTER
JANUARY 1, 1985

If an Employee whose service is broken is su bsequently reemployed by the

Employer or an Affiliated Employer and compl etes one year of Service, as

provided in Section 3.03, his prior Service shall be reinstated as of his

reemployment date, provided the conditions o f (a) or (b) below have been

met:

(@) if he had met the requirements for a Vested Benefit under Article
6 at the time his prior Service was b roken; or



(b) if he has not met the requirements for a VeBtedefit, and the date of reemployment is on aerafanuary 1, 1985, and upon his
reemployment, the number of consecutive one-yeaal&rin Service between the date his prior Seigideemed broken and his date of
reemployment does not equal or exceed the grebfimed5) years or the aggregate number of higyeé Service prior to his most recent

Break in Service.

(c) Effective October 1, 2001, if a Participantuns a

Break-in-Service and is subsequently
meets the definition of Eligible Empl
of Service, as provided in Section 3.
be reinstated as of his date of reemp

2.03 HOUR OF SERVICE DEFINED

Hour of Service means:

@)

(b)

Each hour for which an Employee is di
entitled to payment for the performan
or an Affiliated Employer; such hours
computation period in which the dutie

Each hour for which an Employee is di
entitled to payment on account of a p
duties are performed for the Employer
(irrespective of whether the employme
terminated) due to vacation, holiday,
(including disability), lay-off, jury
of absence (but excluding any payment
maintained solely for the purpose of
compensation, unemployment compensati
laws); provided, however, that no mor
credited to an Employee under this pa
single continuous period of absence;

Each hour, not credited under (a) or
listed in Section 2.02, which does no
that the Employee retires or returns
or an Affiliated Employer upon the ex

reemployed and he thereafter
oyee and completes one year
03, his prior Service shall
loyment.

rectly or indirectly paid or

ce of duties for the Employer
to be credited to the

s are performed;

rectly or indirectly paid or
eriod of time during which no
or an Affiliated Employer

nt relationship has

iliness, incapacity

duty, military duty or leave

s made or due under a plan
complying with workmen's
on, or disability insurance

e than 501 hours shall be
ragraph (b) on account of any

(b) above during any absence
t break his Service, provided
to the employ of the Employer
piration of such absence;



(d) Each hour not counted under paragraphs (a)pflf) above for which back pay, irrespectiveritigation of damages, is awarded or ag
to by the Employer or an Affiliated Employer; suoburs to be credited under the computation penosltich the back pay award or agreen
is applicable;

(e) Hours credited under paragraphs (b) and (cyebball be computed on the basis of the numbbkowofs for which the Employee would
have been compensated if he had continued to wentegular work schedule during his period of alseprovided, however, that in the case
of hours credited under paragraph (b), such numbleours shall not be less than the number of hthe€mployee would receive if such
computation had been made in accordance with thégions of Section 2530.20Gt(b) and (c) of the Labor Department Regulationgtviare
incorporated herein by reference;

(f) Solely for purposes of determining whether a&¢-in-Service has occurred with respect to Se@ibg1, each non-compensated hour
during a period of absence from the Employer (iydgson of the Employee's pregnancy, (ii) by reasdhe birth of the Employee's child, (iii)
by reason of the placement of a child with the Eayiek in connection with the adoption of such chijdhe Employee, or (iv) for purposes of
caring for such child for a period beginning imnadly following such birth or placement shall bedited to the Employee. For purposes of
this subsection

(f) the following special rules will apply:

(i) any Hour of Service credited hereunder wittpexst to an absence shall be credited (A) only énRlan Year in which the absence begins, if
the Employee would be prevented from incurring eaBrinService in such year solely because of Hours ofi€ecredited hereunder for su
absence, or (B) in any other case in the immedgidtdbwing Plan Year;

(i) no Hours of Service shall be credited hereundgess the Employee furnishes the Committee suitth information as the Committee may
reasonably require (in such form and at such tisha Committee may reasonably require) estabtistA) that the absence from work is an
absence described hereunder, and (B) the numlgzysffor which the absence lasted;

-10 -



(iii) in no event shall more than 50
credited to an Employee hereun
of any one pregnancy or the pl

Hours of Service to be credited to an
described in this Section 2.03(f) abo
Committee with reference to the indiv
work schedule; provided that if the C
the number of Hours to be credited, t
credited eight (8) Hours of Service f

2.04 BENEFIT SERVICE PRIOR TO JANUARY 1, 1985

With respect to employment prior to January
shall mean "Benefit Service" as defined in t

2.05 BENEFIT SERVICE ON AND AFTER JANUARY 1, 1985

With respect to employment on and after Janu
for purposes of determining an Eligible Empl
Plan, means his years of Service earned as a
Plan Year an Eligible Employee shall be cred
Service provided he is credited with 2080 Ho
Year. In the event an Eligible Employee does
Service during the Plan Year a partial year

to the nearest 1/10th year) shall be credite
number of Hours of Service earned as an Elig
Year by 2,080. However, an Eligible Employee
any Benefit Service based upon Hours of Serv
twenty-first birthday, nor shall he be credi
year of Benefit Service for any one Plan Yea

During any computation period in which an El
Service can not be determined, the Eligible
with 190 Hours of Service for each month dur
or she completes one Hours of Service.

Notwithstanding any other provisions to the
shall be measured commencing with the date s

-11 -

1 Hours of Service be
der for any absence by reason
acement of any one child.

individual during an absence
ve will be determined by the
idual's most recent normal
ommittee cannot so determine
here shall instead be

or each day of absence.

1, 1985, Benefit Service
he Prior Plan.

ary 1, 1985, Benefit Service,
oyee's benefit under the

n Eligible Employee. Each
ited with a year of Benefit
urs of Service in such Plan
not complete 2080 Hours of
of Benefit Service (computed
d by dividing his total

ible Employee in such Plan
shall not be credited with
ice earned prior to his

ted with more than one full

r.

igible Employee's Hours of
Employee shall be credited
ing such period in which he

contrary, Benefit Service
et forth in Section 3.01(b).



2.06 VETERAN'S BENEFITS

Notwithstanding any provision of this Plan t o the contrary,
contributions, benefits and service credit w ith respect to qualified
military service will be provided in accorda nce with Section 414(u) of

the Internal Revenue Code.

-12 -



ARTICLE 3 - PARTICIPATION
3.01 PARTICIPATION REQUIREMENTS
(a) Subject to the provisions of paragraph (b) Wwelo

(i) Any Eligible Employee who was a ParticipantDacember 31, 1996 shall continue to participattébPlan as of January 1, 1997 in
accordance with the provisions of this restated Pla

(ii) Any eligible employee who has both attaine@ &J and completed at least one year of Servicé the Effective Date shall become a
Participant on the Effective Date.

(iii) Any other Eligible Employee shall become arfRapant on the first day of the month coincidiwgh or next following the date on which
has both attained age 21 and completed at leasteareof Service, provided he is then an Eligibteyee.

(b) Notwithstanding any provision in the Plan te ttontrary, Service with the entities listed bekvall be taken into account in accordance
with the following provisions:

(i) Effective January 1, 1989, an Eligible EmploydeKF Industries, Inc., Leslie Controls, Inc., Righ LaBranche, Inc., or Watts Automatic
Control Valve Company shall be eligible to join fRkan on the first day of the month coinciding withnext following the date on which he
attains age 21 and completes one year of Servic&lifjible Employee's service with KF Industriasc.l Leslie Controls, Inc., Rudolph
LaBranche, Inc., or Watts Automatic Control Valven@pany prior to January 1, 1989 shall count inmheitging whether such Employee has
satisfied the one year of Service requirement.

(i) Effective September 7, 1990, an Eligible Emyde of Circle Seal Controls, Inc. shall be eligitigoin the Plan on the first day of the ma
coinciding with or next following the date on whibk attains age 21 and completes one year of 8e®itEligible Employee's service with
Circle Seal Controls, Inc. prior to September A@8hall count in determining whether such Empldyae satisfied the one year of Service
requirement.

-13 -



(iii) Effective January 1, 1991, an Eligible Empésyof Eagle Valve Company, Inc. shall be eligiblgoin the Plan on the first day of the mc
coinciding with or next following the date on whibk attains age 21 and completes one year of 8e®tcEligible Employee's service with
Eagle Valve Company, Inc. prior to January 1, 1984ll count in determining whether such Employeedaisfied the one year of Service
requirement.

(iv) Effective January 1, 1993, an Eligible Empleya Contromatics, Inc. shall be eligible to joiretPlan on the first day of the month
coinciding with or next following the date on whibk attains age 21 and completes one year of @eArcEligible Employee's service with
Contromatics, Inc. prior to January 1, 1993 shallirt in determining whether such Employee hasfgadishe one year of Service requirement.

(v) Effective April 1, 1998, an Employee of Aerody@ontrols Corporation who became an Eligible Erygdoof Circle Seal Corporation on
January 5, 1998 shall be eligible to participatthim Plan on the first day of the month next follogvthe date on which he attains age 21 and
completes one year of Service.

An Eligible Employee's service with Aerodyne CofgrGorporation prior to January 5, 1998 shall beteinto account for eligibility and
vesting purposes. However, such Eligible EmployBeisefit Service shall be taken into account oniywiegard to service with the Employer
commencing April 1, 1998."

(vi) Effective January 1, 1997, an employee of @tidated Precision Corp. who became an employézirafe Seal Controls, Inc. shall
become an Eligible Employee for purposes of the Blad shall become a Participant in the Plan éiseofater of January 1, 1997 or the date
such Eligible Employee meets the requirements ofi&e

3.01(a). An Eligible Employee's service with Cordated Precision Corp., prior to its acquisitiontbg Employer, shall be taken into account
for eligibility and vesting purposes. However, silidlgible Employee's Benefit Service shall be taken account only with regard to service
with the Employer commencing January 1, 1997.
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(vii) Effective January 1, 1997, an hourly employdéé\nderson Barrows Metals Corporation shall bee@n Eligible Employee under this
Plan and shall become a Participant in the Plaof s later of January 1, 1997 or the date sudili#® Employee meets the requirements of
Section

3.01(a). Such Eligible Employee's service with Aisda Barrows Metals Corporation prior to its acdiga by the Employer, shall be taken
into account for eligibility and vesting. Howevsrch Eligible Employee's Benefit Service shallddesh into account only with regard to
service with the Employer commencing January 1,7199

(viii) Effective January 1, 1998, an hourly empley& Ames Company, Inc. shall become an Eligiblepyee under this Plan and shall
become a Participant in the Plan as of the latdantiary 1, 1998 or the date such Eligible Emplayeets the requirements of Section 3.01(a).
Such Eligible Employee's service with Ames Compdng, prior to its acquisition by the Employer, Bitee taken into account for eligibility

and vesting. However, such Eligible Employee's BieService shall be taken into account only wiglgard to service with the Employer
commencing January 1, 1998.

(ix) An hourly employee of Keane Controls Corpasativho became an employee of Circle Seal Contiods,shall become an Eligible
Employee for purposes of the Plan and shall beaRarticipant in the Plan as of the later of Au@ist1995 or the date such Eligible
Employee meets the requirements of Section 3.0AaEligible Employee's service with Keane Conti@lsrporation, prior to its acquisition
by the Employer, shall be taken into account fagilellity and vesting purposes. However, such HEligiEmployee's Benefit Service shall be
taken into account only with regard to service wfite Employer commencing August 31, 1995

(x) Notwithstanding the above, effective October 1899, service with KF Industries, Inc., CircleaS€ontrols, Inc., Aerodyne Controls
Corporation, Leslie Controls, Inc. Consolidatedd®ien Corporation and the Industrial Products Bt shall not be taken into account for
any reason due to the spin-off of those entitieSIRCOR International, Inc.
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(xi) Effective January 1, 2001, an

Inc. (dba "Spacemaker") or Wat
Watts Radiant, Inc.) shall be
under this Plan and shall beco
as of the later of January 1,
Eligible Employee meets the re
3.01(a). Such Eligible Employe
Inc. (dba "Spacemaker") or Wat
Watts Radiant, Inc.) prior to
Employer shall be taken into a
vesting. However, such Eligibl
shall be taken into account on
with the Employer commencing J

(xii) Effective November 1, 2001, an

Process Controls Division of M
("PPC"). shall be come an Elig
and shall become a Participant
of November 1, 2001 or the dat
meets the requirements of Sect
Employee's service with PPC pr
Employer shall be taken into a
vesting. However, such Eligibl
shall be taken into account on
with the Employer commencing N

(xiii) Effective January 1, 2002, an

Manufactured Systems, Inc. sha
Employee under this Plan and s
the Plan as of the later of Ja
such Eligible Employee meets t
3.01(a). Such Eligible Employe
Manufactured Systems, Inc. pri
Employer, shall be taken into
vesting. However, such Eligibl
shall be taken into account on
with the Employer commencing J

hourly employee of McCraney,
ts Heatway, Inc. (now called
come an Eligible Employee
me a Participant in the Plan
2001 or the date such
quirements of Section

e's service with of McCraney,
ts Heatway, Inc. (now called
its acquisition by the

ccount for eligibility and

e Employee's Benefit Service
ly with regard to service
anuary 1, 2001.

hourly employee of Power
arks Controls Corporation
ible Employee under this Plan
in the Plan as of the later

e such Eligible Employee

ion 3.01(a). Such Eligible

ior to its acquisition by the
ccount for eligibility and

e Employee's Benefit Service
ly with regard to service
ovember 1, 2001.

hourly employee of Premier
Il become an Eligible

hall become a Participant in
nuary 1, 2002 or the date
he requirements of Section
e's service with Premier

or to its acquisition by the
account for eligibility and

e Employee's Benefit Service
ly with regard to service
anuary 1, 2002.

3.02 PARTICIPATION UPON REEMPLOYMENT

a Break in Service pursuant
reemployment date provided

Each Participant who is reemployed following
to Section 2.021 shall participate as of his
he has met the requirements of Section 2.022
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ARTICLE 4 - RETIREMENT DA

4.01 NORMAL RETIREMENT DATE

The Normal Retirement Date of a Participant
month coinciding with or next following a Pa
Normal Retirement Age.

4.02 EARLY RETIREMENT DATE

A Participant who was hired prior to January
Participant of the Spence Plan or the Henry
reached his fifty-fifth birthday and has als
years of Service may elect upon written noti
Retirement Date which may be the first day o
date of such election and prior to his Norma

Effective January 1, 1992, a Participant who
January 1, 1992 and who has reached his fift
completed at least ten years of Service may
the Committee an Early Retirement Date which
month subsequent to the date of such electio
Retirement Date.

4.03 DEFERRED RETIREMENT DATE

If a Participant remains in the Service of t
Employer after his Normal Retirement Date, h
shall be the first day of the month which co
the date of his actual retirement.
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shall be the first day of the
rticipant's attainment of

1, 1992 (excluding a former
Pratt Plan) and who has

o completed at least five

ce to the Committee an Early
f any month subsequent to the
| Retirement Date.

was hired on or after
y-fifth birthday and has also
elect upon written notice to
may be the first day of any
n and prior to his Normal

he Employer or an Affiliated
is Deferred Retirement Date
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ARTICLE 5 - RETIREMENT BEN

5.01 FORM OF NORMAL RETIREMENT BENEFIT

Except as provided in Section 5.02, a Partic
Benefit under the Plan shall be an annuity f
commencing on the Participants' Normal Retir
Section 4.01) and terminating with the month
death.

5.02 SPOUSE JOINT AND SURVIVOR ANNUITY

In lieu of the life annuity payable under Se

is married on his Benefit Commencement Date
benefit in the form of a Spouse Joint and Su

in Section 5.021, provided he has not made a
5.022 to have his benefit paid under the lif
Section 5.01 or under an optional form descr
Atrticle 8.

5.021 AMOUNT OF SPOUSE JOINT AND SURVIVOR ANNUITY

The Spouse Joint and Survivor Annuity shall
to a Participant for his lifetime with provi

of such reduced amount to the Participant's
the spouse's lifetime after the death of the
amounts shall be the Actuarial Equivalent of
hereafter in this Article 5 which are payabl

5.022 ELECTION OUT OF SPOUSE JOINT AND SURVIVOR AN

A married Participant may elect, pursuant to
receive his benefit in the form of the Spous
by delivering to the Committee, during the e
below, his written election to have his bene
described in Section 5.01 or under an option
5.051 or Article 8. The election period with
form described in Section 5.01 and the Spous
shall be a ninety (90) day period ending on
Commencement Date. The Participant may revok
written revocation with the Committee at any
period. The election by a married Participan
described under Section 5.051 or Article 8 s
with the provisions of Section 5.024, and Se
whichever is applicable.
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ipant's Normal Retirement
or life, payable monthly,
ement Date (as defined in
ly payment preceding his

ction 5.01, a Participant who
shall receive his retirement
rvivor Annuity as described
n election under Section

e annuity form described in
ibed in Section 5.051 or

be a reduced amount payable
sion for continuation of 50%
spouse for the duration of
Participant. All such

the benefits set forth

e on a single life basis.

NUITY

Section 5.024, not to

e Joint and Survivor Annuity
lection period described

fits paid under the form

al form described in Section
respect to the life annuity

e Joint and Survivor Annuity
the Participant's Benefit

e such election by filing a
time during such election

t of an optional form

hall be made in accordance
ction 5.051 or Article 8,



5.023 INFORMATION FURNISHED TO PARTICIPANT

No fewer than 30 days and no more than 90 da ys before a Participant's
Benefit Commencement Date, the Pension Commi ttee shall furnish each
Participant with general information on the Spouse Joint and Survivor

Annuity. Such general information shall be in writiand shall include:

(a) The terms and conditions of the Spouse JotSamvivor Annuity:

(b) The Participant's right to elect, and the dftgelecting, to waive the Spouse Joint and SunvAnnuity;
(c) The rights of the Spouse;

(d) The right to revoke, and the effect of revokiag election to waive the Spouse Joint and SunAvmuity;
(e) The eligibility conditions and material featsief the optional forms of payment available uritterPlan;
(f) The relative values of the optional forms of/peent available under the Plan; and

(g) Such other information as may be required uaghpticable regulations.

The Committee shall also furnish the Participapbruhis written request made within sixty (60) déolwing the date he is furnished such
general information, additional information expiam the financial effect upon his pension (in temfisiollars per pension payment) of making
such election. Such additional information shalfimaished to the Participant within thirty (30)ydafollowing the date the Participant's written
request is received by the Committee.

The notice described above is not required if tbuArial Equivalent value of the Participant's mofditable Accrued Benefit is less than or
equal to $3,500 ($5,000 effective October 1, 2@#1)he Participant's Benefit Commencement Date.
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The Benefit Commencement Date for a distribu
Qualified Joint and Survivor Annuity may be
receipt of the written explanation described
provided: (a) the Participant has been provi
clearly indicates that the Participant has a
whether to waive the Qualified Joint and Sur
spousal consent) to a form of distribution o
and Survivor Annuity; (b) the Participant is
affirmative distribution election at least u

Date or, if later, at any time prior to the

period that begins the day after the explana
and Survivor Annuity is provided to the Part
Commencement Date is a date after the date t
provided to the Participant.

5.024 SPOUSAL CONSENT REQUIRED

Notwithstanding anything herein to the contr
married Participant of an optional form desc
5.051 or the normal form described in Sectio
unless:

(a) his surviving spouse consents in writ
election specifies the Beneficiary an
elected by the Participant in lieu of
Survivor Annuity, and such consent ac
election and is witnessed by a Plan r
public; or

(b) itis established to the satisfaction
consent required under (a) above may
is no spouse or the spouse cannot be
can show by court order that he is le
spouse or has been abandoned by the s
local law, or because of other circum
the Treasury may prescribe.

Any consent by a spouse under (a) above, or
Committee with respect to such spouse under
only with respect to such spouse.
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ary, the election by a
ribed in Article 8 or Section
n 5.01 shall not take effect

ing to such an election, such
d the form of benefit payment
the Spouse Joint and
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of the Committee that the

not be obtained because there
located, or the Participant
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pouse with the meaning of
stances as the Secretary of

a determination by the
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5.03 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR REGT ROL, INC. EMPLOYEES

Subject to the provisions of Section 5.04, t he monthly Normal Retirement
Benefit payable to a Participant who is an E ligible Employee of Regtrol,
Inc. and who retires under the Plan shall be equal to the number of his
years of Benefit Service (including fraction s thereof) multiplied by the
benefit rate in effect on the date the Parti cipant last performed an Hour
of Service as an Eligible Employee determine d in accordance with the

following schedule:

DATE OF LAST HOUR OF SERVICE

ON OR AFTER BUT BEFORE BENEFIT RATE
January 1, 1997 October 1, 2001 $ 13.00
October 1,2001  ------- $15.00

See Appendix A for Benefit Rates in effect priodemuary 1, 1997.

With regard to an hourly employee of the Jamecasiries, Inc. who was a participant in the Loca8 8&nsion Fund Plan and who on or after
January 1, 1997 transferred to Regtrol, Inc. (Tiemed Jameco Participants), the following provisighall apply:

(a) The benefit formula set forth in the precediagagraph shall apply to Transferred Jameco Paatits who are vested under the Local 888
Pension Fund Plan at the time of transfer with re¢g@a Benefit Service commencing on the transfée.da

(b) With regard to Transferred Jameco Participamts are not vested under the collectively bargametti-employer plan at the time of
transfer, such Participants will be credited wiéméfit service with Jameco Industries, Inc. whilgagticipant in the Local 888 Pension Fund
Plan prior to the transfer date based upon thanitiefn of Benefit Service set forth in Section 2.0%he benefit formula set forth in the precec
paragraphs shall apply with regard to such Beisgfitzice earned prior to the transfer and BenefitiSe with the Employer commencing on
the transfer date.
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5.0301 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR WEB&R VALVE DIVISION EMPLOYEES

Subject to the provisions of Section 5.04, the miyniNormal Retirement Benefit payable to a Participwho is an Eligible Employee in the
Webster Valve Division and who retires under th@enPhall be equal to the number of his years oeBeService (including fractions thereof)
multiplied by the benefit rate in effect on the iR@pant’'s Normal Retirement Date determined inoagance with the following schedule:

DATE OF LAST HOUR OF SERVICE

ON OR AFTER BUT BEFORE BENEFIT RATE
January 1, 1997 October 1, 2001 $ 13.50
October 1, 2001 ~ —--—--—- $ 15.00

See Appendix A for Benefit Rates in effect priodamuary 1, 1997.
5.0302 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR WEBER FOUNDRY DIVISION EMPLOYEES

Subject to the provisions of Section 5.04, the miyniNormal Retirement Benefit payable to a Participwho is an Eligible Employee in the
Webster Foundry Division and who retires underRlan shall be equal to the number of his yearsevfdfit Service (including fractions
thereof) multiplied by the benefit rate in effect the date the Participant last performed an Hé&eovice determined in accordance with the
following schedule:

DATE OF LAST HOUR OF SERVICE

ON OR AFTER BUT BEFORE BENEFIT RATE
January 1, 1997 October 1, 2001 $13.50
October 1,2001 ~ -------- $15.00

See Appendix A for Benefit Rates in effect priodamuary 1, 1997.
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5.0303 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR KINDUSTRIES, INC. EMPLOYEES

Subject to the provisions of Section 5.04, the miyniNormal Retirement Benefit payable to a Participwho is an Eligible Employee in KF
Industries, Inc. and who retires under the Plai Siesequal to the number of his years of Beneditv&e (including fractions thereof)
multiplied by the benefit rate in effect on thealtite Participant last performed an Hour of Seragan Eligible Employee determined in
accordance with the following schedule:

DATE OF LAST HOUR OF SERVICE
ON OR AFTER BUT BEFORE BENEFIT RATE
January 1, 1997 October 18, 1999 $ 13.00

See Appendix A for Benefit Rates in effect priodamuary 1, 1997. Effective October 18, 1999, #sets and liabilities attributable to
Participants actively employed by KF Industriex. lwere transferred to and assumed by CIRCOR latiemal Inc.

5.0304 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR LESE CONTROLS, INC. EMPLOYEES

Subject to the provisions of Section 5.04, the miyniNormal Retirement Benefit payable to a Participwho is an Eligible Employee of Les
Controls, Inc. and who retires under the Plan dbekqual to the number of his years of BenefiviSer(including fractions thereof) multiplied
by the benefit rate in effect on the date the Eipant last performed an Hour of Service as anililBgEmployee determined in accordance with
the following schedule:

DATE OF LAST HOUR OF SERVICE
ON OR AFTER BUT BEFORE BENEFIT RATE
January 1, 1997 October 18, 1999 $13.00

See Appendix A for Benefit Rates in effect priodamuary 1, 1997. Effective October 18, 1999, #sets and liabilities attributable to
Participants actively employed by Leslie Contratg, were transferred and assumed by CIRCOR Intieme Inc.
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5.0305 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR RUDM®H LABRANCHE, INC. EMPLOYEES

Subject to the provisions of Section 5.04, the miyniNormal Retirement Benefit payable to a Participwho is an Eligible Employee of
Rudolph LaBranche, Inc. and who retires under tha Bhall be equal to the number of his years ofdfie Service (including fractions there:
multiplied by the benefit rate in effect on thealtite Participant last performed an Hour of Seragan Eligible Employee determined in
accordance with the following schedule:

DATE OF LAST HOUR OF SERVICE

On or After But Before Benefit Rate
January 1, 1997 October 1, 2001 $13.50
October 1, 2001 ——-=-=--mm- $15.00

See Appendix A for Benefit Rates in effect priodamuary 1, 1997.
5.0306 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR WATT AUTOMATIC CONTROL VALVE, INC. EMPLOYEES

Subiject to the provisions of Section 5.04, the miynilormal Retirement Benefit payable to a Paracipwho is an Eligible Employee of Watts
Automatic Control Valve, Inc. and who retires untter Plan shall be equal to the number of his yebBenefit Service (including fractions
thereof) multiplied by the benefit rate in effect the date the Participant last performed an Ho&eovice as an Eligible Employee determined
in accordance with the following schedule:

DATE OF LAST HOUR OF SERVICE

ON OR AFTER BUT BEFORE BENEFIT RATE
January 1, 1997 October 1, 2001 $13.00
October 1, 2001 - $15.00

See Appendix A for Benefit Rates in effect priodamuary 1, 1997.
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5.0307 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR CIRE SEAL CONTROLS, INC. EMPLOYEES

Subject to the provisions of Section 5.04, the miyniNormal Retirement Benefit payable to a Participwho is an Eligible Employee of Circ
Seal Controls, Inc. and who retires under the Blail be equal to the number of his years of Bégfivice (including fractions thereof)
multiplied by the benefit rate in effect on thealtite Participant last performed an Hour of Seragan Eligible Employee determined in
accordance with the following schedule:

DATE OF LAST HOUR OF SERVICE
ON OR AFTER BUT BEFORE BENEFIT RATE
January 1, 1997 October 18, 1999 $15.00

Effective October 18, 1999, the assets and ligsliattributable to Participants actively emplopgdCircle Seal Controls, Inc. were transferred
and assumed by CIRCOR International Inc.

5.0308 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR EAEVALVE COMPANY, INC. EMPLOYEES

Subject to the provisions of Section 5.04, the miyniNormal Retirement Benefit payable to a Paricipwho was an Eligible Employee of
Eagle Valve Company, Inc. and who retires undePa@ shall be equal to the number of his yeaBewfefit Service (including fractions
thereof) multiplied by the benefit rate in effect the date the Participant last performed an Ho&eovice as an Eligible Employee determined
in accordance with the following schedule:

DATE OF LAST HOUR OF SERVICE
ON OR AFTER BUT BEFORE BE NEFIT RATE
January 1, 1997 October 18, 1999 $13.00

See Appendix A for Benefit Rates in effect priodamuary 1, 1997.

Effective October 18, 1999, the assets and liasliattributable to Participants actively emplopgdEagle Value Company, Inc. were
transferred and assumed by CIRCOR International Inc
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5.0309 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR CONROMATICS, INC. EMPLOYEES

Subject to the provisions of Section 5.04, the miyniNormal Retirement Benefit payable to a Paricipwho was an Eligible Employee of
Contromatics, Inc. and who retires under the Pleatl e equal to the number of his years of Berg#itvice (including fractions thereof)
multiplied by the benefit rate in effect on thealtite Participant last performed an Hour of Seragan Eligible Employee determined in
accordance with the following schedule:

DATE OF LAST HOUR OF SERVICE
ON OR AFTER BUT BEFORE BENEFIT RATE
January 1, 1997 October 18, 1999 $13.50

Effective October 18, 1999, the assets and ligsliattributable to Participants actively employpgdContromatics, Inc. were transferred and
assumed by CIRCOR International Inc.

5.0310 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR ANODESON-BARROWS EMPLOYEES

Subject to the provisions of 5.04, the monthly NarRetirement Benefit payable to a Participant wehan Eligible Employee of Anderson-
Barrows Metals Corporation and who retires underRtan shall be equal to the number of his yeaBeokfit Service (including fractions
thereof) multiplied by the benefit rate in effect the date the Participant last performed an Ho&eovice as an Eligible Employee determined
in accordance with the following schedule:

DATE OF LAST HOUR OF SERVICE

ON OR AFTER BUT BEFORE BENEFIT RATE
January 1, 1997 October 1, 2001 $ 13.00
October 1,2001 ~ -------- $15.00

5.0311 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR AMESOMPANY EMPLOYEES

Subiject to the provisions of 5.04, the monthly NarRetirement Benefit payable to a Participant wehan Eligible Employee of Ames
Company, Inc. who became an Eligible Employee uttderPlan and who retires under this Plan shaédpgal to the number of
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years of Benefit Service (including fractions thafjemultiplied by the benefit rate in effect on ttiate the Participant last performed an Hot
Service as an Eligible Employee determined in ataoce with the following schedule:

DATE OF LAST HOUR OF SERVICE

ON OR AFTER BUT BEFORE BENEFIT RATE
January 1, 1998 October 1, 2001 $13.00
October 1, 2001 ~ -------- $ 15.00

5.0312 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR AERDYNE CONTROLS CORPORATION EMPLOYEES

Subject to the provisions of 5.04, the monthly NakRetirement Benefit payable to a Participant weghan Eligible Employee of Aerodyne
Controls Corporation, Inc. who became an Eligibleptoyee under this Plan and who retires underRlés shall be equal to the number of
years of Benefit Service (including fractions thajenultiplied by the benefit rate in effect on ttiate the Participant last performed an Hot
Service as an Eligible Employee determined in ataoce with the following schedule:

DATE OF LAST HOUR OF SERVICE
ON OR AFTER BUT BEFORE B ENEFIT RATE
April 1, 1998 October 18, 1999 $13.00

Effective October 18, 1999, the assets and ligsliattributable to Participants actively employpgdierodyne Controls Corporation, Inc. were
transferred and assumed by CIRCOR International Inc

5.0313 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR MCGRNEY, INC. (DBA "SPACEMAKER") OR WATTS RADIANT,
INC. EMPLOYEES

Subiject to the provisions of Section 5.04, the miyniormal Retirement Benefit payable to a Paradipwho is an Eligible Employee of
McCraney, Inc. (dba "Spacemaker") or Watts Radiaat, (formerly called Watts Heatway, Inc.) and witires under the Plan shall be equal
to the number of his years of Benefit Service (idahg fractions thereof) multiplied by the beneéite in effect on the date the Participant last
performed an Hour of Service as an Eligible Empéogletermined in accordance with the following scied
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DATE OF LAST HOUR OF SERVICE

ON OR AFTER BUT BEFORE BENEFIT RATE
January 1, 2001 October 1, 2001 $13 .00 - McCraney.
$13 .50 - Watts Radiant
October 1, 2001~ --------- $15.00

5.0314 AMOUNT OF NORMAL RETIREMENT BENEFIT FOR PREHER MANUFACTURED SYSTEMS INC. EMPLOYEES

Subiject to the provisions of Section 5.04, the miyniormal Retirement Benefit payable to a Paracipwho is an Eligible Employee of
Premier Manufactured Systems Inc. and who retineietthe Plan shall be equal to the number of dé#sg/of Benefit Service (including
fractions thereof) multiplied by the benefit rategiffect on the date the Participant last perforam@dtHour of Service as an Eligible Employee
determined in accordance with the following schedul

DATE OF LAST HOUR OF SERVICE
ON OR AFTER BUT BEFORE BEN EFIT RATE
January 1, 2002 -------- $15.00

5.04 MAXIMUM ANNUAL BENEFIT

(a) For Plan Years beginning after 1986, the aaingkojected annual amount of a Participant's figpayable within a Limitation Year shall
not exceed the lesser of (i) and (ii) below:

(i) $90,000, or

(i) 100% of the Participant's average annual $eclil5 Compensation (as defined in paragraph (oyWdor the three consecutive calendar
years (or, if his period of employment is less thaee years, for his entire period of employmaesta Participant during which he received
greatest aggregate Section 415 Compensation;
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(b) In no event shall the limitations in paragrgphabove be less than $10,000 if the Participastriot at any time participated in a defined
contribution plan maintained by the Employer orAdfiliated Employer.

(c) The term "Section 415 Compensation" means wagdaries, and fees for professional servicesodimel amounts received from the
Employer and all Affiliated Employers during thenhitation Year (without regard to whether or notanount is paid in cash) for personal
services actually rendered in the course of empéywith the Employer, to the extent such amourgsrecludable in gross income, including,
but not limited to, overtime pay, tips, bonusesnaotssions to paid salesmen, compensation for ®s\da the basis of a percentage of profits,
commissions on insurance premiums, fringe beneétsjbursements, and expense allowances, and éxgltite following:

(i) amounts contributed by the Employer or AffigdtEmployer on behalf of the Employee pursuantgalary deferral agreement under this

Plan or any other cash or deferred arrangementideddn Section 401(k) of the Code, to any sataguction agreement pursuant to a cafe

plan established under Section 125 of the Codi any other plan of deferred compensation, anahvare not includable in the Employee's
gross income for the taxable year in which contdlduor any distributions from a plan of deferrethpensation;

(i) amounts realized from the exercise of a noalified stock option, or when restricted stock gooperty) held by the Employee either
becomes free transferable or is no longer subjeatdubstantial risk of forfeiture;

(iii) amounts realized with respect to the salehange, or other disposition of stock acquired uadgualified stock option; and

(iv) other amounts which receive special tax baggfir contributions made by the Employer (whetiremot under a salary reduction
agreement) towards the purchase of an annuity ibescin Section 403(b) of the Code (whether orthetamounts are excludable from the
Employee's gross income).
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For purposes of applying the limitations of thisten, the term "Section 415 Compensation" meaastdmpensation actually paid or
includable in the Employee's gross income for timitation Year.

Effective January 1, 1998, "Section 415 Compenséasball include (i) any elective deferral as defirin Code Section

402(9)(3), and (ii) any amount which is contributeddeferred by the Employer at the election ofEngployee and which is not includable in
the gross income of the employee by reason of Code

Section 125 or 457.

Effective January 1, 2001, "Section 415 Compenséasball include any amounts deferred under Sedt&#(f)(4) of the Code.

(d) The dollar limitation described in paragrap}(ifeabove shall be increased by the cost of livafustment factor prescribed by the Secre
of the Treasury under Section 415(d) of the Codeh&djustment factor shall be applied to all Bgéints, including Participants and
Beneficiaries receiving benefits from the Plan emduch items as the Secretary shall prescribe.

(e) If the benefit payable to a Participant comnesnarior to the Participant's Social Security Ratient Age, but on or after the date he attains
age 62, the maximum annual amount determined yatagraph (a)(i) above shall be reduced as follows:

(i) if the Participant's Social Security Retiremége is 65, by 5/9ths of 1% for each month by whieé commencement of payment of his
benefits precedes the month in which he attainggager

(ii) if the Participant's Social Security Retiremhéme is 66 or 67, by 5/9ths of 1% for each of fingt 36 months and 5/12ths of 1% for each
additional month by which the commencement of paynoé his benefits precedes the month in whichtteires his Social Security Retirement
Age.

If the benefit payable to a Participant commenadsre age 62, the maximum annual amount determinddr paragraph (a)(i) above shall be
reduced in accordance with applicable regulatisaghat it is the Actuarial Equivalent of such amioas applied to a benefit beginning at age
62. For purposes of this paragraph, Actuarial Eajeint shall be determined using the assumptionsfggmkin Section 1.01(b).
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For purposes of this paragraph (e), if the bemefiaid in a contingent annuity form (with the Rapant's spouse as beneficiary) or in the
Spouse Joint and Survivor Annuity form of payméing, benefit shall be treated as if it were paithemnormal form of payment and no
adjustment in the maximum benefit need be made.

(f) If the payment of benefits to a Participant coences after his Social Security Retirement Age ntlaximum annual amount determined
under paragraph (a)(i) above shall be increasdhatat is the Actuarial Equivalent of a $90,000éft multiplied by the adjustment factor
specified in paragraph (e) above, and payableemtrmal form at the Participant's Social SecuRégirement Age. For purposes of this
paragraph, Actuarial Equivalent shall be determingidg the assumptions specified in

Section 1.01(b).

(9) The annual benefit is a retirement benefit urtde Plan which is payable annually in the fornaaiingle life annuity. If the benefit payable
to a Participant is not in the form of a single lénnuity nor in the form of a Spouse Joint and/i8ar Annuity, then the maximum annual
amount determined under paragraph

(a) above shall be reduced in accordance with ppéicable regulations so that it is the Actuariguivalent of such amount as payable in the
normal form. For purposes of this paragraph, Actdli&quivalent shall be determined using the assiong specified in Section 1.01(b).

(h) If the Participant has completed less thanddyy of Plan participation, the maximum annual amhdetermined under paragraph (a)(i)
above shall be adjusted by multiplying such amdayna fraction, the numerator of which is the Pgrat's number of years of Plan

participation (or parts thereof) and the denominafavhich is 10. To the extent provided in regigdas or in other guidance issued by the
Internal Revenue Service, the preceding senteralelshapplied separately with respect to each ghamthe benefit structure of the Plan.

(i) If the Participant has completed less than é@rg of Service, the maximum amount determinedu@detion paragraph (a)(ii) above
(without regard to paragraph (a)(i) above) shalabgisted by multiplying such amount by a fractith® numerator of which is the Participant's
number of years of Service (or parts thereof) &eddenominator of which is 10. To the extent predith regulations or in other guidance
issued by the Internal Revenue Service, the pragesikntence shall be applied separately with réspeach change in the benefit structure of
the Plan.
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() In no event shall the provisions of paragraphdr paragraph (i) above reduce the limitationgaragraph (a) to an amount less than one-
tenth of such limitations, determined without rebtr the provisions of paragraph (h) and parag(@ph

(k) If a Participant is, or has ever been, coveneder more than one defined benefit plan maintaimetthe Employer, the sum of the
Participant's annual benefits from all such plaiay mot exceed the maximum permissible amount.

5.041 LIMITATION APPLICABLE TO DEFINED CONTRIBUTIONPLAN PARTICIPANTS

(a) If a Participant is also a participant in amfided contribution plan maintained by the Emplogean Affiliated Employer, the sum of the
defined benefit plan fraction and the defined dbotion plan fraction for any year shall not excde@ as provided in
Section 415(e) of the Code and any regulationsbsioereunder.

(b) The DEFINED BENEFIT FRACTION for any Limitatioviear is a fraction, the numerator of which is slien of the Participant's projected
annual benefits under all defined benefit plansefiver or not terminated) maintained by the Emploged the denominator of which is the
lesser of 1.25 times the dollar limit determinedi@nSections 415(b) and 415(d) of the Code andstatjun accordance with Section 5.04(h)
and (i) for the Limitation Year, or 1.4 times 10@¥the Participant's highest average annual

Section 415 Compensation (including any adjustmentker Section 415(b) of the Code) for any threeseoutive years.

Notwithstanding the above, if the Participant wameticipant as of the first day of the first Limtiion Year beginning after December 31, 1
in one or more defined benefit plans maintainedhigyEmployer which were in existence on May 6, 1986 denominator of this fraction will
not be less than 1.25 times the sum of the anrarafiis under such plans which the Participantdw@mued as of the close of the last
Limitation Year beginning before January 1, 198%rebarding any changes in the terms and conditbtise Plan after May 5, 1986. The
preceding sentence applies only if the defined filgplans individually and in the aggregate saéidfthe requirements of Section 415 of the
Code for all Limitation Years beginning before Jaryl, 1987.
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(c) The DEFINED CONTRIBUTION PLAN FRACTION for anlyimitation Year is a fraction, the numerator of whis the sum of the annual
additions to the Participant's accounts underefihéd contribution plans (whether or not termiddteaintained by the Employer for the
current and all prior Limitation Years (includinget annual additions attributable to the Particigamindeductible employee contributions tc
defined benefit plans, whether or not terminatedintained by the Employer, and the annual additatrthutable to all welfare benefit funds,
as defined in Section 419(e) of the Code, and iddal medical accounts, as defined in Section 4(Z(bf the Code, maintained by the
Employer), and the denominator of which is the sifrthe maximum aggregate amounts for the curreditadirprior Limitation Years of servic
with the Employer (regardless of whether a defioeatribution plan was maintained by the Employ&he maximum aggregate amount in any
Limitation Year is the lesser of 1.25 times thelaolimitation determined under Sections 415(b) 4t8(d) of the Code in effect under Section
415(c)(1)(A) of the Code, or 35% of the Participai@ection 415 Compensation (as defined in Seétid(c)) for such Limitation Year.

For purposes of calculating the numerator in thfendd contribution plan fraction, a Participanteeatax payroll deduction contributions made
before 1987, if any, shall be taken into accounh®extent such contributions exceed the lesser of

(i) 6% of the Participant's Section 415 Compensafis defined in Section 5.04(c)) for the Limitatiéear, or
(i) 50% of the amount of such payroll deductiomt@utions for the Limitation Year.

If the Employee was a Participant as of the entthefiirst day of the first Limitation Year begingimafter December 31, 1986, in one or more
defined contribution plans maintained by the Emptoyhich were in existence on May 6, 1986, the maoe of this fraction will be adjusted
if the sum of this fraction and the defined benkéittion would otherwise exceed 1.0 under the $eofrthis Plan. Under the adjustment, an
amount equal to the product of (1) the excess®btim of the fractions over 1.0 times (2) the denator of this fraction, will be permanently
subtracted from the numerator of this fraction. @dgistment is calculated using the
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fractions as they would be computed as of the énidedlast Limitation Year beginning before Januayy1987, and disregarding any changes in
the terms and conditions of the Plan made after ¥a@86, but using the Section 415 limitation &aglile to the first Limitation Year
beginning on or after January 1, 1987.

(d) For the purpose of determining the denominatotke preceding two fractions, the maximum bdrafowable and the maximum annual
additions shall be deemed to be equal to the legser

(i) 140% of the percentage limits, or
(i) 125% of the dollar limits provided in Sectiod45(b) and 415(c) of the Code for each such year.

(e) Any adjustment necessary to comply with thethtions of this section shall be made in the Bgdint's benefit payable under the relevant
defined benefit plan; but under no circumstancesg thea accrued benefit of a Participant in a defibedefit plan decrease as a result of a Plan
amendment to change the combined plan limits.

(f) Effective January 1, 2001, the provisions a§t8Bection 5.041

shall no longer be effective.

5.042 AFFILIATED EMPLOYERS

For purposes of Sections 5.04 and 5.041, the Employer and all Affiliated
Employers shall be considered one employer, and the limitations shall be
applicable to the total benefits received fr om the Employer and all
Affiliated Employers. Further, in determinin g what is an Affiliated
Employer for the purposes of these Sections, the phrase "more than 50%"
shall be substituted for "at least 80%" each place it appears in Section

1563(a)(1) of the Code.

5.05 EARLY RETIREMENT BENEFIT

The Early Retirement Benefit of a Participan t who elects to retire on an

Early Retirement Date (as defined in Section 4.02) on or after January 1,

1985 shall be the benefit computed in (a) or (b) below, as elected by the
Participant:
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(a) a benefit commencing on his Normal Retiremeate{as defined in

Section 4.01) in an amount equal to his accruedndbRetirement Benefit determined in accordancé e provisions of Section 5.03, 5.0
5.032, 5.033, 5.034, 5.035, 5.036, 5.037, 5.038,@89, whichever is applicable, based on his yebBenefit Service (including fractions
thereof) and the rate of benefit in effect as sffsarly Retirement Date;

(b) a reduced benefit commencing on his Early Betént Date or the

first day of any month thereafter but
Retirement Date, as elected by the Pa
shall be computed as in (a) above, re
of the first sixty months by which co
precedes his Normal Retirement Date,
month thereafter, if any, by which co
precedes his Normal Retirement Date.

5.051 SOCIAL SECURITY OPTION

A Participant who is entitled to receive an
has elected to have such benefit commence pr
entitled to receive benefits under Title Il

may elect to receive a Social Security Optio
a larger monthly benefit prior to the date h
receive benefits under Title Il of the Socia
benefit after he is first entitled to receiv

the Social Security Act so that, to the exte
will receive a level monthly income when his
his income under Title Il of the Social Secu
account; provided, however, that his payment
Option will be the Actuarial Equivalent of t

he would have received if he had not elected

If a Participant elects a benefit under this
payable to anyone upon his death.

5.06 DEFERRED RETIREMENT BENEFIT

(a) RETIREMENT PRIOR TO AGE 70 1/2
Each Participant who continues in the
Affiliated Employer after attaining h
retires prior to age 70 1/2
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payments under the Plan and
rity Act are taken into

s under the Social Security
he Early Retirement Benefit
such an option.

Section, no benefits will be

employ of the Employer or an
is Normal Retirement Age and



(b)

shall be entitled upon actual retirem
Deferred Retirement Benefit. The Defe
payable under this paragraph (a) shal
with Section 5.03, 5.031, 5.032, 5.03
5.037, 5.038,5.039, 5.040 or 5.041, w
on the Participant's years of Benefit
thereof) as of his retirement date, a
effect under the Plan on his retireme

COMMENCEMENT OF BENEFITS WHILE ACTIVE

Prior to January 1, 1997, the Deferre
to a Participant who attains age 70 1
Employee shall be equal to the Partic
determined as of the last day of the
Participant attains age 70 1/2. The D
payable under this paragraph (b) shal
with Section 5.03 or 5.031, 5.032, 5.
5.037, 5.038,5.039, 5.040 or 5.041 wh
shall be payable in the form of a sin
Deferred Retirement Benefit shall com
January 1 immediately following the P
Participant attains age 70 1/2.

The monthly benefit of a Participant
benefits and who continues to be an E
of age 70 1/2 shall be adjusted, effe
following the Plan Year in which the
commenced and on each succeeding Janu
Participant's Deferred Retirement Dat
changes in the Participant's accrued
January 1. The final adjustment shall
Participant's Deferred Retirement Dat
this paragraph shall include a reduct
Equivalent of any payments already ma
Participant. In no event, however, wi
Participant be reduced as a result of
the operation of this paragraph will
benefit payment previously elected by

Any Participant, other than a 5% owne
416(i), who attains age 70 1/2 after

January 1, 2002 shall have the option
retirement benefits at any time comme

-36 -

ent to receive a monthly
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Service (including fractions
nd the rate of benefit in
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d Retirement Benefit payable
/2 and who continues to be an
ipant's accrued benefit

Plan Year in which the
eferred Retirement Benefit

| be determined in accordance
033, 5.034, 5.035, 5.036,
ichever is applicable, and

gle life annuity. The

mence no later than the

lan Year in which the

who has begun receiving
mployee after his attainment
ctive on the January 1
Participant's benefit

ary 1 prior to the

e, to reflect the effect of
benefit since the previous
be made as of the

e. Adjustments required by
ion equal to the Actuarial

de with respect to the

Il the benefit payable to the
this paragraph. Furthermore,
not affect the form of

the Participant.

r as defined in Code Section
December 31, 1996 but before
to commence receiving

ncing on or after



the January 1 following the Plan Year
attains age 70 1/2. Any Participant,
defined in Code Section 416(i), who a
January 1, 2002, shall commence recei
later than the January 1, of the cale
calendar year in which he attains age

in which he retires, whichever is lat
owners must continue to commence rece
1 following the Plan Year in which th

Effective January 1, 1997, a Particip
Benefit shall be equal to the greater
Equivalent of his or her Deferred Ret
of April 1, of the calendar year foll

the Participant attains age 70 1/2, o
Deferred Retirement Benefit determine
Retirement Date.

Upon such Participant's actual Deferr
then be eligible to make the election
5.022.

5.07 SUSPENSION OF BENEFIT DISTRIBUTIONS

@)

CONDITIONS FOR SUSPENSION

If any Participant is reemployed by t
Employer on or after his Benefit Comm
70 1/2, or if any Participant continu
Employer or an Affiliated Employer af
Date (as defined in Section 4.01), th
calendar month will be permanently wi
completes 40 or more Hours of Service
the four or five week payroll period

The benefit permanently withheld will
scheduled to be paid for the calendar
conditions for suspension are met.
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month in which the



(b) REDETERMINATION OF BENEFITS

Upon the subsequent termination of employment®éiicipant who was eligible to begin receiving p@yts under the Plan on his prior
termination of employment date (whether or not soehefit payments had actually commenced), thedjaht's retirement benefit shall be
redetermined in accordance with the provisiondiaf Plan applicable to him as of his subsequentitetion of employment date, as if no pt
benefit payments had been made. His retirementfihes® so redetermined, shall then be reduced)lili€ Actuarial Equivalent of the benefit
payments, if any, previously made to such Partiijpaior to his Normal Retirement Date or (ii) etcase of a lump sum payment, the
Actuarial Equivalent of the payment other thanpbetion of the payment attributable to the peribaduiy) after the Participant's Normal
Retirement Date and before his reemployment comeraant date. The form of payment of any retirememniefit to which he may thereafter
become entitled shall be determined in accordarittetiie provisions of Article 5 at the time he sedpgently retires without regard to the form
in which his benefit had previously been paid.

The Participant's retirement benefit as so redateranshall not be less than his retirement bepefir to the suspension of payments.
(c) RESUMPTION OF BENEFITS

In the case of a Participant who was receiving fiepayments prior to reemployment, payment of sbehefits shall resume no later than the
first day of the third calendar month following thmnth in which the Participant ceases to satiséydonditions for suspension described in
paragraph (a) above.

If the period of suspension is less than three hmrihe Participant's benefit shall continue teaie in the same form of payment as was in
effect before the suspension.

The amount of the Participant's benefit shall lieetermined, taking into account increased servickaay benefits paid before suspension, and
shall not be less than the amount of benefit thridi@ant was receiving prior to suspension.
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(d) NOTICE OF SUSPENSION

If a Participant continues to be empl
Affiliated Employer after his Normal

in Section 4.01) and the commencement
delayed (or, in the case of reemploym
with the provisions of paragraph (a)

give written notice to such Participa
Department of Labor Regulations 2530.
end of the first calendar month or pa
payment of benefits would have commen
not remained in or returned to employ

5.08 RETIREMENT PRIOR TO JANUARY 1, 1985

Except as specified otherwise herein, the mo
Participant who retired from the Service of
1, 1985 shall be determined in accordance wi
of the Prior Plan as in effect on the date o

5.09 PARTICIPANTS WHO ATTAINED NORMAL RETIREMENT

JANUARY 1, 1986

Commencing January 1, 1986, the monthly reti
Participant who attained Normal Retirement A
or of a Retired Participant who retired prio
increased by 2.5% for each year between the
attained Normal Retirement Age or the date s
retired and the anniversary of such date whi
that such increase in the monthly benefit sh

Notwithstanding the provisions under Section
Participant transfers to another subsidiary
different benefit rate under this Plan than
subsidiary or division and such Participant
2080 Hours of Service during the Plan Year o

Participant's Normal Retirement Benefit will beslgd as follows:
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oyed by the Employer or an
Retirement Date (as defined
of his benefit payments is

ent, suspended) in accordance
above, the Committee shall

nt as required under
203-3(b)(4) no later than the
yroll period in which the

ced if the Participant had
ment.

nthly retirement benefit of a
the Employer prior to January
th the applicable provisions

f his retirement.

AGE OR WHO RETIRED PRIOR TO

rement benefit of an active
ge prior to January 1, 1986
r to January 1, 1986 shall be
date such active Participant
uch Retired Participant

ch occurs in 1986; provided
all not be less than $10.00.

5.10 TRANSFER ADJUSTMENT TO NORMAL RETIREMENT BENEFIT

5.03, in the event a

or division which provides a
provided under the transferor
is credited with more than

f the transfer, such



(a) the Participant's fractional year of Benefitvae under each benefit rate will be determineskldeon total Hours of Service credited for

each subsidiary or division;

(b) the fraction calculated in (a) associated i subsidiary or division with the smaller benddite shall be adjusted to be equal to one minus

the fraction in (a) associated with the subsid@mrgivision with the larger benefit rate; and

(c) the fractions calculated in (b) will be muligd by the

applicable benefit rate to provide th
Plan Year of the transfer.

5.11 DISABILITY RETIREMENT BENEFITS

Effective October 1, 2001, in the event a Pa
while employed with the Employer, so that he
benefits under Title Il of the Social Securi
shall continue to be credited with years of

of Benefit Service for the period he remains
shall cease upon the earlier of the Particip
disability, death, election of Early Retirem
Date. If a Participant's disability continue
Date, his Normal Retirement Benefit shall co
by the Participant in accordance with the no
described as Section 5.01 or 5.02, whichever
optional retirement benefit, if elected by t

in Article 5.
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ARTICLE 6 - TERMINATION OF S
6.01 REQUIREMENTS FOR VESTED BENEFITS

There are no benefits payable under the Plan
employment terminated prior to the date he i
receive a benefit under the Plan, except as

6.02 VESTED BENEFITS

A Participant who completes an Hour of Servi
1989 and who ceases to be an Employee prior
any reason except death or retirement under
a deferred vested benefit commencing on his
defined in Section 4.01) equal to his accrue
determined in accordance with the provisions

by his vesting percentage in accordance with theviiing schedule:

ERVICE

if a Participant's
s entitled to retire and
provided in this Article 6.

ce on or after January 1,

to Normal Retirement Age for
the Plan shall be entitled to
Normal Retirement Date (as
d Normal Retirement Benefit
of Section 6.021 multiplied

YEARS OF SERVICE VESTING PERCENTAG E
Less than 5 years 0%
5 years or more 100%

6.021 COMPUTATION OF A VESTED BENEFIT

The amount of deferred vested benefit payabl
under Section 6.02 shall be equal to the Nor
would be entitled to under Section 5.03, 5.0
5.035, 5.036, 5.037, 5.038,5.039, 5.040 or 5
applicable, based on his years of Benefit Se
thereof) and the rate of benefit in effect a
performs an Hour of Service, as an Eligible

6.022 EARLY COMMENCEMENT OF A VESTED BENEFIT

A Terminated Vested Participant entitled to
Section 6.02 may elect to have such benefit
is eligible to elect an Early Retirement Dat
In such case, his benefit shall be the Actua
benefit determined under Section 6.021.

-41 -
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Effective January 1, 1999 a Terminated Parti
Benefit under Section 6.02 may elect to have
time after he reaches his fifty-fifth birthd

at least 10 years of Service. Effective with
commencing on or after January 1, 1999, such
entitled to his benefit payable on his Norma

of 1% for each of the first sixty months by
benefits precedes his Normal Retirement Date
month thereafter, if any, by which commencem
Normal Retirement Date.
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ay provided he has completed
respect to benefits
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which commencement of

, and by 5/18 of 1% for each
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ARTICLE 7 - DEATH OF PARTIC

7.01 DEATH PRIOR TO RETIREMENT

There are no death benefits payable under th
death of a Participant, Retired Participant,
prior to the commencement of his retirement
except as may be provided under the Survivin
Section 7.02 or as may be provided under Sec

7.02 SURVIVING SPOUSE BENEFIT

The spouse of a Participant or a Terminated
to receive a Surviving Spouse Benefit after
Terminated Participant's death if the Partic
Participant has fulfilled the following requ
death:

(@) He has been legally married to such s
twelve-month period ending on the dat

(b) He has met the requirements for a Ves
6.02;

IPANT

e Plan in the event of the

or Terminated Participant
benefits under the Plan,

g Spouse Benefit described in
tion 7.04.

Participant shall be eligible
the Participant's or

ipant or Terminated
irements at the date of

pouse throughout the
e of his death;

ted Benefit under Section

(c) He has not attained Normal Retirement Age; and
(d) He has not commenced receiving benefits udePtan.

7.03 AMOUNT OF SURVIVING SPOUSE BENEFIT

If a Participant or Terminated Participant d
requirements of Section 7.02, his spouse sha
benefit under the Plan. If the surviving spo
Terminated Participant consents, such benefi
day of the month following the later of the
Participant's death or the date the Particip
would have met the requirements for Early Re
If such surviving spouse does not consent to
described above, benefits shall commence on
thereafter, as elected by the surviving spou
date the Participant or Terminated Participa
65.
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The Surviving Spouse Benefit shall be equal

@

(b)

If the Participant or Terminated Part
the requirements for Early Retirement
4.02, the Surviving Spouse Benefit sh
which would have been payable to the
Terminated Participant had retired on
of death and he had been entitled to
Annuity;

If the Participant or Terminated Part
meeting the requirements for Early Re
Section 4.02, the Surviving Spouse Be
amount which would have been payable
Participant or Terminated Participant

(i) terminated service on the date
(i) survived to the earliest retir

(i) retired at that time and was e
Joint and Survivor Annuity; an

(iv) died on the day following atta
retirement age; or

If the Participant's or Terminated Pa
elects a benefit commencement date ot
month following the date of the Parti
Participant's death or the date the P
Participant would have met the requir
under Section 4.02, the Surviving Spo
above, whichever is applicable, shall
reflect the actual date of benefit co

to (a), (b) or (c) below:

icipant dies after meeting

as provided under Section
all be equal to the amount
spouse if the Participant or
the date preceding his date
a Spouse Joint and Survivor

icipant dies on or before
tirement as provided under
nefit shall be equal to the
to the spouse if the

had:

of his death;

ement age under Section 4.02;

ntitled to receive a Spouse
d

inment of the earliest

rticipant's surviving spouse
her than the first day of the
cipant's or Terminated
articipant or Terminated
ements for Early Retirement
use Benefit under (a) or (b)
be actuarially adjusted to
mmencement.

7.04 DEATH AFTER COMMENCEMENT OF BENEFITS OR NORMAL RETIREMENT AGE

There are no death benefits payable under th
Participant on or after his Normal Retiremen
has commenced receiving retirement benefits

e Plan upon the death of a
t Age or after a Participant
under the Plan, except as

follows:
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(a) If a Participant is receiving a Spouse Joint 8arvivor Annuity as described in Section 5.03; benefits becoming due will be paid in
accordance with the terms of such Spouse JoinSamdvor Annuity;

(b) If a Participant has elected an optional benefder Article 8, any benefits becoming due wélfmid in accordance with the terms of such
option;

(c) If a Participant dies after attaining his NotR&tirement Age but before his Deferred Retirem2ate, the Spouse Joint and Survivor
Annuity as described in Section 5.02 shall be dektode in effect on behalf of such Participangvisted he has not made an election under
Section 5.022 to receive his benefits under andtrer of payment.
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ARTICLE 8 - OPTIONAL FORMS OF

8.01 TIME FOR ELECTION

Subject to the restrictions set forth in Sec
receiving the life annuity referred to in Se
Joint and Survivor Annuity referred to in Se
elect, by written application filed with the
retirement benefit paid under one of the for
this Article 8, provided that such election
of: the Participant's actual retirement unde
Participant's required beginning date under
accordance with the procedures set forth in
Participant is married) and in this Article
Section 5.02 shall apply if an effective ele
Article; provided, however, that a married P
during the election period established by th
5.022, rescind his election of an option und
his retirement benefit in the form of an ann
5.01 or a Spouse Joint and Survivor Annuity
met the requirements therefor.

8.02 CONTINGENT ANNUITANT OPTION

A Participant may elect an option in accorda
which option he will receive an actuarially
lifetime after retirement and 100%, 66-2/3%
will be continued to a person designated by
of election of the option (and referred to a
the duration of the Contingent Annuitant's |

8.03 TEN YEAR CERTAIN LIFE ANNUITY OPTION

A Participant may elect an option in accorda
which option he will receive an actuarially
lifetime after retirement with a provision t
Normal Retirement Age or after his Benefit C
receiving one hundred twenty monthly retirem
such one hundred twenty monthly retirement p
Participant's Beneficiary.
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8.04 WHEN OPTION EFFECTIVE

If a Participant who elects an option under
Normal Retirement Age or prior to his Benefi
earlier, the election shall be void and no b
option. If the Participants Contingent Annui
applicable, dies prior to the commencement o
Participant and prior to the Participant's N
Participant may either (a) designate another
Beneficiary, if applicable, prior to his Nor
receive the form of benefit at retirement wh
to him had the option not been elected, or (
form of benefit under Article 8. Notwithstan
this Section 8.04, if the Participant has el
Date (as defined in Section 4.03), and if th
Normal Retirement Date (as defined in Sectio
Deferred Retirement Date, the Contingent Ann
reduced amount of retirement benefit payable
Participant has elected a Deferred Retiremen
Contingent Annuitant or Beneficiary, if appl
Participants Normal Retirement Date but befo
Date, the election shall be void and the Par
benefit which would have been payable to him
elected, unless another option is elected.

8.05 BENEFICIARY

A Participant who elects an option under Sec
a form provided by the Committee, a Benefici
receive any death benefit which may become p
option. The Participant may change his desig
time to time by written notice filed with th
Beneficiary survives to receive all benefits

the Plan, any such benefits becoming due sha
of the following classes of successive Benef
Participant: the Participant's (a) spouse, (
brothers and sisters, or (e) executors and a

8.06 LIMITATION OF ELECTION OF OPTION

No option shall be effective under this Arti
would be to extend the period of payments be
expectancy of the Participant and his Contin
Beneficiary; or would violate the minimum di
requirement of Section 1.401(a)(9)-2 of the
provision of future law that amends, supplem
provision.
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8.07 SPOUSAL CONSENT REQUIREMENT

Notwithstanding anything herein contained to the contrary, the election
by a married Participant of an optional form of benefit shall not take
effect unless the requirements set forth in Section 5.024 have been
satisfied.
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ARTICLE 9 - CHANGE IN STATUS AN

9.01 CHANGE IN STATUS FROM ELIGIBLE EMPLOYEE TO N

If a Participant is included in this Plan fo
employment with the Employer or an Affiliate
status as an Eligible Employee, as defined i
accrue any further benefits under this Plan;
the Employer or an Affiliated Employer will
determining his eligibility rights to receiv
accrued under this Plan.

In the event an Employee loses his status as
benefit shall be determined using the benefi

he ceases to be an Eligible Employee. If the
changes and he becomes an Eligible Employee
Plan, his years of Benefit Service as an Eli
aggregated and his benefit shall be determin
effect on the latest date on which he ceases

9.02 CHANGE IN STATUS FROM NON-ELIGIBLE EMPLOYEE

If a Participant is included in this Plan af

the Employer when he was not an Eligible Emp
Plan, all his Service with the Employer or a
counted only for purposes of determining his

in the Plan and his rights to receive benefi

9.021 NON-DUPLICATION OF BENEFITS

If benefits are payable on account of the sa
the Employer or an Affiliated Employer, unde
qualified defined benefit plan toward which
has contributed), the benefits payable under
period shall be reduced by the Actuarial Equ
payable to him under such other plan calcula
manner as is the benefit payable under this
period of Service. However, if such other PI
reduction of benefits, then this Section sha
respect to an Eligible Employee whose most r
in this Plan is earlier than his most recent
such other plan.
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TO ELIGIBLE EMPLOYEE

ter a period of Service with
loyee, as defined in this

n Affiliated Employer will be
eligibility to participate

ts under this Plan.
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r this Plan and another

the Employer contributes (or
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ted in the same form and
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9.03 TRANSFER IN EMPLOYMENT

For purposes of determining vested benefits
transfer in employment between the Employer
of the Employer, whether or not it adopts th
to effect any break in Service as to the Eli
so transferring, as long as he retains his s
with such subsidiary. His Benefit Service wi
the date of its adoption of the Plan shall b
Plan to the extent specified in the vote of
such subsidiary adopting the Plan. The Eligi
shall not lose his right to any Benefit Serv
Employer prior to the date of his transfer i
subsidiary, provided that there shall be no
on such Benefit Service.

For purposes of determining a Participant's
the Plan and his right to a Vested Benefit u
employment with an Affiliated Employer shall
the Employer; such Service to be determined
accordance with the Service provisions of Ar
nondiscriminatory manner to all Participants
employment records of the Affiliated Employe
who has completed such Service enter the Pla
with the Employer or accrue any benefits und
such Service, except as provided in Section

9.031 EMPLOYMENT WITH AN AFFILIATED EMPLOYER
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ARTICLE 10 - ADMINISTRAT

10.01 ALLOCATION OF RESPONSIBILITY AMONG FIDUCIARI

ADMINISTRATION

The Fiduciaries shall have only those powers
and obligations as are specifically given to
Trust. Any power, duty, responsibility or ob
control, management, or administration of th
not specifically allocated to any Fiduciary,
allocation is in doubt, shall be deemed allo
general, the Employer shall have the sole re
contributions, as specified in Article 11 an

of Article 11, necessary to provide benefits
Sponsoring Employer by action of its Board s
to appoint and remove the Trustee and the me
amend or terminate, in whole or in part, thi
Committee shall have the sole responsibility
this Plan, as specifically described in this
Trustee shall have the sole responsibility f
Trust and the management of the Trust assets
specifically provided in this Plan and the T

The Sponsoring Employer, by written instrume
the Plan, may designate fiduciary capacities
than those named herein. A Fiduciary may ser
capacity in respect to the Plan. A Fiduciary
delegate responsibilities, as provided above
parties to render advice with regard to any
the Plan.

10.02 INDEMNIFICATION

The Employer shall indemnify each member (an
Committee and any other employee, officer or
employee, officer or director) of the Employ
damage, expense and liability (other than am
approved by the Employer) reasonably incurre
any action or failure to act to which he may
membership on the Committee or performance o
responsibility for or on behalf of the Emplo
Trust unless the same is determined to be th
gross negligence or willful misconduct. Such
Employer shall be made only to the extent (a

is not payable to or on behalf of
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rust.
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ve in more than one fiduciary
shall have the authority to

, and may employ one or more
responsibility he has under

d former member) of the
director (and former
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ounts paid in settlement not
d by him in connection with
be party by reason of his

f an authorized duty or

yer pursuant to the Plan or
e result of the individual's
indemnification by the
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such person under liability insurance covera
precluded from assuming such expense or liab
operations of ERISA Section 410 or other app
right to indemnification shall be in additio
which any such person may be entitled as a m

10.03 APPOINTMENT OF COMMITTEE

The Plan shall be administered by a Committe
three (3) persons who shall be appointed by
the Board. A person who is selected as a mem
serve in one or more other fiduciary capacit
and may be a Participant. The Board shall ha
member of the Committee at any time, and am
by written resignation to the Board. The Boa
any vacancy in the membership of the Committ
expenses of the Committee incurred by them i
Plan and Trust, including but not limited to
professional advisors referred to above, sha
unless such expenses are paid by the Employe
expenses may be paid by the Employer, but th
obligation to pay any such expenses. Any mem
full-time employees of the Employer shall no
respect to their services as a member of the

10.04 RECORDS AND REPORTS

The Committee shall exercise such authority
deems appropriate in order to comply with th
governmental regulations issued thereunder r
Participants, Service and Benefit Service, b
Participants, annual registration with the |
annual reports to the Department of Labor. T
shall each keep or cause to be kept such Emp
and other records, and shall each reasonably
such information, as shall be proper, necess
effectuate the purpose of the Plan. Neither
Committee shall be required to duplicate any
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records kept by the other.



10.05 OTHER COMMITTEE POWERS AND DUTIES

The Committee shall have such duties and pow

discharge its duties hereunder, including, b
the following:

@)

(b)

©

()

()

®

©)

(h)

@

To construe and interpret the Plan, i
omissions in accordance with the inte
questions of eligibility, determine t
payment of any benefits hereunder, an
benefits;

To prescribe forms and procedures to
Participants, spouses, and Beneficiar
benefits;

To prepare and distribute, in such ma
determines to be appropriate, informa

To receive from the Employer and from
information as shall be necessary for
the Plan;

To furnish the Employer, upon request
respect to the administration of the
appropriate;

To receive, review and keep on file (
proper) reports of the financial cond
and disbursements, of the Trust Fund

To appoint, employ or designate indiv
administration of the Plan and any ot
advisable, including legal and actuar

To make such equitable and practical
necessary to correct mistakes of fact

To authorize amendments of the Plan b
such amendments are of a non-substant
significantly increase the cost of th

To exercise such other powers and dut
to it.
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ies as the Board may delegate



The Committee may retain auditors, accountan
legal counsel and other professional advisor
of, or information and data contained in any
other material prepared by any such auditor,
accountant, legal counsel, or other professi
and complete authority and protection in res
suffered or omitted by the Committee or othe
in accordance with such opinion or informati
Committee or other Fiduciary shall be deemed
such action.

10.06 RULES AND DECISIONS

The Committee may adopt such rules as it dee
appropriate for the proper and efficient adm

as are consistent with the provisions of the

the Committee shall not discriminate in favo

Highly Compensated Employees of the Employer

or calculation, the Committee shall be entit
furnished by a Participant, spouse, Continge
the Employer, the legal counsel of the Emplo
or the Trustee. The Committee shall have and
discretionary authority to construe, interpr

of the Plan, including all matters relating
amount, time or form of benefits, and any di
Plan terms. Any such construction, administr
application shall be final, binding and conc
including, but not by way of limitation, Emp
spouses, Contingent Annuitants, Beneficiarie
personal representatives, and any other pers
the Plan and shall not be deemed imprudent.
discretion, the Committee shall give control
the Plan.

10.07 COMMITTEE PROCEDURES

The Committee may act at a meeting or in wri
decisions of the Committee shall be made by
including actions in writing taken without a
adopt such operating procedures and regulati
the conduct of its affairs and may authorize
the Committee to act on its behalf in certai
deemed by them to be routine in nature, incl
documents. No Committee member

-54 -

ts, physicians, actuaries,

s selected by it. The opinion
certificate or report or
physician, actuary,

onal advisors shall be full
pect of any action taken,

r Fiduciary in good faith and
on and no member of the
imprudent by reason of any

ms necessary, desirable or
inistration of the Plan and
Plan. Rules and decisions of
r of officers, directors, or
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led to rely upon information
nt Annuitant or Beneficiary,
yer, an Actuary, consultant,
shall exercise complete

et and apply all of the terms
to eligibility for benefits,
sputed or allegedly doubtful
ation, interpretation or

lusive upon all persons
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s, and their heirs, and
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In exercising such

ling weight to the intent of

ting without a meeting. All

the vote of the majority
meeting. The Committee may
ons as it deems desirable for

a member, or each member, of
n administrative matters

uding the execution of



who is a Participant shall have any vote in
made uniquely with respect to such Committee
hereunder.

10.08 AUTHORIZATION OF BENEFIT PAYMENTS

The Committee shall issue directions to the
benefits which are to be paid from the Trust
provisions of the Plan, and certify that all
accordance with the Plan.

10.09 APPLICATION AND FORMS FOR PAYMENT

The Committee shall require a Participant to
Committee an application for distribution of
approved by the Committee for the purpose an
information requested by the Committee. The
such information furnished to it, including
mailing address. To the extent that the Comm
for use by the Participants, former Particip
spouses, Contingent Annuitants, or Beneficia
the Employer or the Committee, as the case m
periods during which communications may be r
Employer shall respectively be protected in
communication for which a form shall so have
shall not be made on such form and any notic
receipt of which a period shall so have been
not be received during such period, or in ac
communication which shall not be made on the
during the proper period. The Employer and t
respectively also be protected in acting upo
communication purporting to be signed by any
believed to be genuine and accurate, and sha
reason of so doing.

10.10 CLAIMS PROCEDURE

The Committee shall notify each Participant
benefits under this Plan, and shall provide
application for such benefits may be made.

Each Participant, spouse, Contingent Annuita
benefit under the Plan must complete and fil
the Committee. One Committee
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member (or his designee) shall be designated
for benefits. He shall notify the claimant i
within ninety (90) days of his receipt of th
circumstances require any extension of time
days) for processing the claim, the claimant
of the extension prior to the expiration of
period.

The reviewing member of the Committee shall
behalf of the Committee as to the right of a
denial by the reviewing Committee member of
stated in writing and delivered or mailed to
shall be written to the best of the reviewin

in a manner that may be understood without |
Such notice shall set forth specific reasons
references to the pertinent Plan provisions

an explanation of the Plan's claim review pr

a description of additional material or info
claimant to perfect his claim. If the review

the application solely because the claimant
necessary material or information, the notic
additional material is needed and why, and a
may refile a proper application under the ab

10.11 APPEAL AND REVIEW PROCEDURE

If a claim has been denied by the reviewing
claimant may appeal the denial within sixty

of written notice thereof by submitting in w
request for review of the denial of such cla
submit a written statement of issues and com
and he may request an opportunity to review
other pertinent documents (which shall be ma
Committee within thirty (30) days after its
request) at a convenient location during reg

If an appeal is made, the Committee shall re
the specific reasons therefor in writing and
by certified mail within 60 days of its rece
(or within 120 days in the event a hearing i

All interpretations, determinations, and dec
its designated representative with respect t
final, conclusive, and binding upon all inte

-56 -

to review all applications
n writing of his decision

e application. If special
(not to exceed ninety (90)
will be notified in writing
the initial ninety (90) day

make all determinations on
ny person to a benefit. Any

a claim for benefits shall be
the claimant. The notice

g Committee member's ability
egal or actuarial counsel.

for the denial, specific

on which the denial is based,
ocedure, and, if applicable,
rmation necessary for the

ing Committee member rejects
failed to furnish certain

e shall explain what

dvise the claimant that he
ove claim procedure.

Committee member, the
(60) days after his receipt
riting to the Committee a
im. A claimant may also
ments concerning his claim,
the Plan, the Trust and any
de available to him by the
receipt of a copy of the

ular business hours.

nder its final decision with
transmit it to the claimant
ipt of the request for review
s granted).

isions of the Committee or
0 any matter herein will be
rested parties.



10.12 EVIDENCE
Evidence required of anyone under the Plan m ay be given by certificate,

affidavit, document or in such other form as the person to whom such
evidence is given considers appropriate.
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ARTICLE 11 - FUNDING OF THE
11.01 MEDIUM OF FUNDING

The Plan will be funded through one or more
the Employer.

11.02 CONTRIBUTIONS

The Employer shall make such contributions t
time as may be necessary to maintain the Pla
and meet the funding requirements of the ERI
contributions, the earnings of the Trust Fun
by Terminated Participants shall be consider
Fund in establishing the cost of maintaining

11.03 FUND TO BE FOR THE EXCLUSIVE BENEFIT OF PART

The contributions made to the Trust Fund by
shall be for the exclusive benefit of Partic

and Terminated Participants, and no part of
to the Employer, except such amounts as may
of all liabilities to Participants, Retired
Participants, surviving spouses, Contingent
upon termination of the Plan.

11.04 FORFEITURES
All amounts forfeited by Terminated Particip
the Employer's cost of the Plan, and shall n
benefits of other Participants under the Pla
11.05 INTERESTS OF PARTICIPANTS IN TRUST FUND
No Participant shall have any right, title o
assets of any Trust Fund except as and to th
by the Plan.
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PLAN

Trust Funds established by

o the Trust Fund from time to
n on a sound actuarial basis
SA. In determining such

d and any amounts forfeited
ed as a part of the Trust

the Plan.

ICIPANTS

the Employer under the Plan
ipants, Retired Participants,
the Trust Fund shall revert
remain after the satisfaction
Participants, Terminated
Annuitants, and Beneficiaries

ants shall be used to reduce
ot be used to increase the
n.

r interest in any part of the
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11.06 PAYMENT OF EXPENSES

It is intended that the administrative and a
shall be paid by the Trust Fund, unless such
Employer. All or part of such expenses may b
the Employer shall be under no obligation to
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ARTICLE 12 - PAYMENT OF RETIREME

12.01 PAYMENT OF SMALL AMOUNTS

In the event that the Actuarial Equivalent v
the Plan would be $3,500 ($5,000 effective O
such other amount as provided by applicable
date of distribution, the Committee shall au
Actuarially Equivalent amount in a lump sum.

12.02 DEEMED DISTRIBUTION

If the Actuarial Equivalent of the vested po
accrued benefit is zero, the Participant sha
a single sum distribution of the vested port
his date of termination of employment and th
accrued benefit shall thereupon be forfeited
employment covered under the Plan before the
Service on or after January 1, 1985 which eq
of five years or the number of years of Serv
completed prior to the break in Service, the
accrued benefit forfeited pursuant to this S
restored on the Participant's date of employ

12.03 PAYMENTS FOR INCAPACITATED PERSONS

Whenever, in the Committee's opinion, a pers
payment of a benefit, or installment thereof
disability or is incapacitated in any way so

his financial affairs, the Committee may dir
payments to the legal representative of such
benefit or installment thereof in accordance
Section shall be a complete discharge of any
such payment under the provisions of the Pla

If any Beneficiary of any Participant or for
minor, the Trustee shall be fully protected
required to be made to such minor to any per
or guardian for such minor.

-60 -

NT BENEFITS

alue of any benefits under
ctober 1, 2001) or less (or
law or regulation) on the
thorize the payment of such

rtion of a Participant's

Il be deemed to have received
ion of his accrued benefit on
e nonvested portion of his

. If such Participant resumes
date he incurs a break in
uals or exceeds the greater
ice which the Employee
nonvested portion of the
ection 12.02 shall be

ment.

on entitled to receive any

, hereunder is under a legal
as to be unable to manage
ect the Trustee to make
person. Any payment of a
with the provisions of this
liability for the making of

n.

mer Participant shall be a
in making any payment
son who shall be a custodian



12.04 SPENDTHRIFT

Except as provided in Section 12.05, no bene
the Plan shall be subject in any manner to a
sale, transfer, assignment, pledge, attachme
kind. No benefit and no Trust Fund establish
Plan shall in any manner be subject to the d
person entitled to such benefit. Effective A
recognize judgements or settlements describe
and (D) of the Code.

12.05 PAYMENT UNDER QUALIFIED DOMESTIC RELATIONS O

Notwithstanding any provision of the Plan to
entered any qualified domestic relations ord
Section 414(p) of the Code and ERISA Section
the Retirement Equity Act of 1984) that affe
hereunder, such benefits shall be paid in ac
requirements of such order.

12.06 LATEST COMMENCEMENT OF BENEFITS

(a) Inno case, unless the Participant ot
with Section 401(a)(14) of the Code a
promulgated thereunder, will the paym
Participant commence later than the 6
the following: (i) the close of the P
Normal Retirement Date (as defined in
close of the Plan Year in which occur
the year in which the Participant com
Plan; or (iii) the close of the Plan
terminates his service with the Emplo
Employers.

(b) Notwithstanding the foregoing, benefi
no later than the required beginning
5.06.

fit payable at any time under
lienation, anticipation,

nt or encumbrance of any
ed in connection with the
ebts or liabilities of any
ugust 5, 1997, the Plan shall
d in Sections 401(a)(13)(C)

RDERS

the contrary, if there is

er (within the meaning of
206(d)(3)(B), as added by
cts the payment of benefits
cordance with the applicable

herwise elects in accordance
nd the Treasury Regulations
ent of benefits to any

Oth day after the latest of

lan Year of the Participant's
Section 4.01); (ii) the

s the tenth anniversary of
menced participation in the
Year in which the Participant
yer and all Affiliated

ts from the Plan shall begin
dates described in Section

12.07 COMMENCEMENT OF BENEFITS PRIOR TO NORMAL RETIREMENT AGE

Notwithstanding anything herein to the contr
Section 12.01, no benefit shall commence to
Participant's spouse prior to the date the P
have attained his Normal Retirement Age with
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ary, except as provided in
the Participant or the
articipant attains or would
out the consent of



the Participant and the Participant's spouse
law. Such consent must be obtained not more
Benefit Commencement Date.

, if required by applicable
than 90 days prior to the

12.08 DISTRIBUTION OF BENEFITS BEGINNING BEFORE DE

@)

(b)

DISTRIBUTION BEGINNING BEFORE DEATH.
Participant has begun and the Partici
Vested Benefit has been distributed,
Vested Benefit shall be distributed t
Contingent Annuitant, as least as rap
payment in effect at the Participant'

DISTRIBUTION BEGINNING AFTER DEATH. |
commencement of his Vested Benefit, d
Participant's entire Vested Benefit s
31 of the calendar year containing th
Participant's death, except that:

(i) if the Participant's designate
individual other than the Part
Participant's interest may be
expectancy of his Beneficiary,
December 31 of the calendar ye
calendar year in which the Par

(ii) if the Participant's designate
the Participant's interest may
expectancy of his spouse, begi
of:

(A) December 31 of the cale
calendar year in which

(B) December 31 of the cale
Participant would have
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hall be completed by December
e fifth anniversary of the
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ar immediately following the
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d Beneficiary is his spouse,
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ndar year in which the
attained age 70 1/2.



12.09 DISTRIBUTION LIMITATIONS

(@) For purposes of this Section 12.09, t
the indicated meaning:

@

(i)

(iii)

"BENEFITS" means the sum of th
benefit and all other benefits
under the Plan, but excluding

for by insurance on the Partic

"RESTRICTED PARTICIPANT" means
Year, a Highly Compensated Emp

and who, if there are more tha
Employees, is one of the 25 Hi

with the highest Total Annual
subparagraph (iii) below.

An individual who is a Restric
Year shall be a Restricted Par
Year only if he satisfies the
sentence in such subsequent PI

If more than one individual ha
the younger individual shall b
Total Annual Pay.

"TOTAL ANNUAL PAY" means, with

(A) Inthe case of a Highly
not currently employed
Affiliated Employer, th
Compensation (as define
Plan Year in which he ¢
Employer or an Affiliat
415 Compensation for th
preceding that Plan Yea

(B) Inthe case of a Highly
currently employed by t
Employer, the greater o
Compensation for the Pl
the prior Plan Year.
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f his Section 415
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(b) Subject to paragraph (c) below, a Restricteti¢h@ant may not receive his Benefits under tHanHn the form of a single lump sum
payment, or other benefit form under which paymelntsng a single year would exceed the annual paysritéat would be made on behalf of
such Participant under a single life annuity tkahie Actuarial Equivalent of his benefits (otHeart the benefits described in paragraph (c)(iii)
below).

(c) The limitation of paragraph (b) above shall apply:

(i) to any payment, if the value of Plan assetsraftich payment equals or exceeds 110% of the vélihe Plan's "CURRENT
LIABILITIES" (within the meaning of Section 412(I)) of the Code); or

(ii) if the value of the Restricted Participant'srigfit is less than 1% of the value of such curliabilities, or
(i) to payment of benefits attributable to tramstd balances from defined contribution planamployee contributions.

(d) In the event that Congress provides by statrt#he Internal Revenue Service provides by réguiaor ruling, that the limitations set forth
in this Section 12.09 are not necessary for tha Rlaneet the requirements of Section 401(a) ceradipplicable provisions of the Code then in
effect, such limitations shall become void and lshallonger apply without the necessity of furtherendment to the Plan.

(e) Notwithstanding the foregoing, the limitatioofsparagraph (b) above shall not apply to any Restt Participant otherwise subject thereto
who enters into a prior written agreement with @@mmmittee to the effect that if the Plan is ternasand distribution of benefits has been or
will be made to such Participant regardless ofithéation of paragraph (b) above, such Particip@nt in the case of his death, his estate or
representatives) shall repay to the Trustee a syal¢o the total amounts by which his benefitsarrttie Plan shall exceed benefits determ
under the preceding limitation ("Restricted Bersgjit

-64 -



12.10 DIRECT ROLLOVER DISTRIBUTIONS

Notwithstanding any provision of the Plan to
distribution to a Distributee (i) is made on
(ii) totals $200 or more, and (iii) constitu
Distribution, the Distributee may elect on a
Committee to have all or part of such Eligib
in a direct rollover to an Eligible Retireme
Distributee. For this purpose, a Distributee
Distribution, and an Eligible Retirement Pla
follows:

(@) Distributee includes an Employee or f
the Employee's or former Employee's s
Employee's or former Employee's spous
alternate payee under a qualified dom
defined in Section 414(p) of the Code
regard to the interest of the spouse

(b) Eligible Rollover Distribution means
any portion of the balance to the cre
that an Eligible Rollover Distributio
distribution that is one of a series
periodic payments (not less frequentl
life (or life expectancy) of the Dist
(or joint life expectancies) of the D
Distributee's designated beneficiary,
ten years or more; any distribution t
distribution is required under Sectio
the portion of any distribution that
income (determined without regard to
unrealized appreciation with respect

(c) Eligible Retirement Plan means a plan

(i) an individual retirement accou
408(a) of the Code;

(i) an individual retirement annui
contract) described in Section

(iii) with respect to Participants a
alternate payees only, a quali
plan and exempt trust describe
501(a) of the Code respectivel
the acceptance of rollover con
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urviving spouse and the
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estic relations order, as
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or former spouse.

any distribution of all or

dit of a Distributee, except

n does not include any

of substantially equal

y than annually) made for the
ributee or the joint lives
istributee and the

or for a specified period of
o the extent such

n 401(a)(9) of the Code; and
is not includable in gross
the exclusion for net

to employer securities).

described below:

nt described in Section

ty (other than an endowment
408(b) of the Code;

nd Distributees who are
fied defined contribution

d in Sections 401(a) and

y, the terms of which permit
tributions; or



(iv) with respect to Participants a
alternate payees only, an annu
403(a) of the Code.

If an election is made to have only a part o
distribution paid in a direct rollover, the
must total $500 or more.

Direct rollovers shall be accomplished in ac
established by the Committee.
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ity plan described in Section
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amount of the direct rollover
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ARTICLE 13 - AMENDMENTS TO OR TERMINATION OF THE PLAN
13.01 RIGHTS OF THE EMPLOYER TO AMEND OR TERMINATE

(a) While it is the intention of the Sponsoring Hoyer to continue the Plan indefinitely, the Spaimep Employer reserves the right to modify,
amend or terminate the Plan in whole or in padmgttime by an instrument in writing pursuant tohawity of a vote of the Board of Directors;
provided, however, that the Plan shall not be araérid such manner as would cause or permit anyop#ine Trust to be diverted for purposes
other than for the exclusive benefit of Particigametired Participants, and Terminated Particgatécrease a Participant's accrued benefit or
eliminate an optional form of payment with respedbenefits accrued as of the later of the (a)dtite such amendment is adopted, or (b) the
date the amendment becomes effective; or to réwent become the property of the Employer, priothe satisfaction of all liabilities under the
Plan with respect to Participants, Retired Pardiotp, Terminated Participants, surviving spousestiGgent Annuitants, and Beneficiaries.

(b) If any Plan amendment changes the vesting stbeaet forth in

Section 6.02, each Participant who ha
(3) years of Service on the effective
vesting schedule shall have his vesti
accordance with the vesting schedule
vested benefit.

13.02 TERMINATION OF THE PLAN

Upon termination of the Plan due to any reas
accordance with the regulations of the Treas
all non-vested Participants affected by such
accrued prior to the date of such terminatio
The assets of the Plan shall thereupon be al
the provisions of Sections 13.03 and 13.04.
person shall have the right to seek payment
Sponsoring Employer or Employer and all pers
Trust Fund for payment of benefits. Such pay
the extent that the funds held in the Trust
except as may be otherwise guaranteed by the
Corporation.

Upon termination of the Plan, benefits of mi
treated in accordance with Section 4050 of E
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s completed at least three
date of the change in the
ng percentage computed in
which produces the highest

on, or partial termination in
ury Department, the rights of
termination to benefits

n shall be nonforfeitable.
located in accordance with
No Participant or any other
of benefits directly from the
ons shall look solely to the
ments shall be made only to
are sufficient therefor,
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The allocation of the amounts in Section 13.
actuarial value of the benefit payable under
Retirement Age as a life annuity, without de
the lesser of:

(@) 100% of the Participant's monthly com
five consecutive years in which his ¢
or

(b) such amount as determined according t
Pension Benefit Guaranty Corporation.
to adjustment each year to reflect ch
contribution and benefit base, any su
accordance with regulations issued by
Corporation.

13.04 ALLOCATION OF ASSETS

After providing for the expenses incurred in

assets shall be used and applied for the ben
(including surviving spouses, Contingent Ann
Participants, and Terminated Participants wh

13.03 LIMITATIONS ON BENEFITS UPON TERMINATION

or termination of employment may have been e

benefits, to be allocated in the following o

(a) FIRST: Assets shall be allocated to p
the basis of the Plan provisions in e
five-year period ending on the date o
Retired Participants (including survi
Annuitants, and Beneficiaries receivi
receiving benefits for three years pr
termination and Participants and Term
met the requirements for normal or ea
least three years prior to the date o

(b) SECOND: If any assets remain after al
paragraph (a), they shall be allocate
life, on the basis of the Plan provis
prior to the date of Plan termination
Participants (including surviving spo
and Beneficiaries receiving benefits)
and Terminated Participants who are n
and who have met the requirements for
or for a Vested Benefit under Article
termination.

- 68 -

04 shall be based on the
the Plan at Normal
ath benefit, not in excess of

pensation averaged over the
ompensation was the highest;

o the regulations of the

Such amount shall be subject
anges in the Social Security
ch adjustments shall be in

the Pension Benefit Guaranty

terminating the Plan, the
efit of Retired Participants
uitants, and Beneficiaries),
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location for the purposes of
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and all other Participants

ot included in paragraph (a)
Normal or Early Retirement
6 at the date of



(c) THIRD: If any assets remain after allocationttee purposes of paragraphs (a), and (b), thely lsballocated to provide the benefit, if any,
in excess of the benefit provided by the allocatiander paragraphs (a), and (b) necessary to tirengenefits of Retired Participants
(including surviving spouses, Contingent Annuitaarsd Beneficiaries) and all Participants and Teatdd Participants who have met the
requirements for Normal or Early Retirement or &téd Benefit under Article 6 at the date of Plamiaation up to the full amount of the
accrued retirement benefit provided under the Btaof the date of Plan termination, such beneditset determined without regard to the
maximum benefit stated in Section 13.03.

(d) FOURTH: If any assets remain after allocationthe purposes of paragraphs (a), (b), and (ey, shall be allocated to provide benefits to
all other Participants of the Plan on the datelahRermination, such benefits to be determinethovit regard to the maximum benefit stated in
Section 13.03.

(e) FIFTH: If any assets remain after the compégitecation for the foregoing purposes of this Agi¢3, they shall be returned to the
Employer.

If the allocable assets are insufficient to providéull for the allocations under any of the fooégg paragraphs after the provision for all
allocations under previous paragraphs, each alotander such paragraph as to which assets arffigisnt shall be reduced pro-rata.

No allocations will be made under the foregoingt®acwith respect to any benefits accrued undePtlaa after the Secretary of the Treas
has issued notice that the Plan does not meeethérements of Section 401(a) of the Code.
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13.05 DISTRIBUTION MEDIA

The allocations for which provision is made in tAigicle 13 may be accomplished through:
(a) group contracts or individual annuity contracts

(b) cash; or

(c) any combination of the foregoing.
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ARTICLE 14 - TOP-HEAVY PROV
14.01 ARTICLE CONTROLS

Any Plan provisions to the contrary notwiths
this Article 14 shall control to the extent
comply with the requirements imposed by Sect

14.02 DEFINITIONS

Where the following words and phrases appear
shall have the respective meanings set forth
clearly indicates to the contrary:

(a8) ACCOUNT BALANCE

As of any Valuation Date, the aggrega
individual's account or accounts unde
contribution plan (excluding the empl
deductible within the meaning of Sect
rollover or transfer contributions ma
individual to such plan from another
an entity other than the Employer or
increased by (i) the aggregate distri
individual from such plan during a fi
Determination Date and (ii) the amoun
of the Determination Date immediately
Date;

(b) ACCRUED BENEFIT

As of any Valuation Date, the present
of the Assumptions) of the cumulative
the portion thereof which is attribut
contributions which were deductible p
Code, to rollover or transfer contrib

of such individual to such plan from
sponsored by an entity other than the
Company, to proportional subsidies or
individual under a qualified defined
aggregate distributions made to such
during a five-year period ending on t
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r a qualified defined

oyee contributions which were
ion 219 of the Code and

de by or on behalf of such
qualified plan, sponsored by
an Affiliated Company)
butions made to such
ve-year period ending on the
t of any contributions due as
following such Valuation

value (computed on the basis
accrued benefit (excluding
able to employee

ursuant to Section 219 of the
utions made by or on behalf
another qualified plan
Employer or an Affiliated

to ancillary benefits) of an
benefit plan increased by the
individual from such plan

he Determination Date;



(c) AFFILIATED COMPANY

Any corporation or other business entity whicheiguired to be aggregated with the Employer by rea$&ection 414(b), 414(c) or 414(m) of
the Code;

(d) AGGREGATION GROUP

The group of qualified plans (including terminafgdns maintained within the five-year period endimgthe Determination Date) maintained
by the Employer and each Affiliated Company comsisof (i) each plan in which a Key Employee pap@tes and each other plan which
enables a plan in which a Key Employee patrticiptieseet the requirements of Section 401(a)(4)16r @f the Code, or (ii) each plan in wh

a Key Employee participates, each other plan waigbles a plan in which a Key Employee participtdeneet the requirements of Sections
401(a)(4) and 410 of the Code and any other plachwihe Employer elects to include as part of sgrup; provided, however, that the
Employer may not elect to include a plan in suabugrif its inclusion would cause the group to failmeet the requirements of Sections 401(a)
(4) and 410 of the Code;

(e) ASSUMPTIONS
For purposes of this Article 14, the interest iatd mortality assumptions specified in Section @apaf the Plan;
() DETERMINATION DATE

For the first Plan Year of any plan, the last daguxh Plan Year, and for each subsequent Plan &fesarch plan, the last day of the preceding
Plan Year,;

(g) FORMER KEY EMPLOYEE

With respect to any Plan Year, any individual whasva Key Employee in a previous Plan Year but whwt a Key Employee with respect to
such Plan Year. For purposes of this definitioBeaeficiary (who would not otherwise be a Key Enygle) of a deceased Former Key
Employee shall be deemed to be a Former Key Employsubstitution for such deceased Former Key Bygd,;
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(h) HIGHEST AVERAGE COMPENSATION

The highest annual average of the taxable compengaaid by the Employer to an Employee during fwg (5) consecutive Plan Years
(excluding Plan Years prior to the first Plan Y#s Plan was topeavy and excluding Plan Years subsequent to shé’lan Year the Plan w
top-heavy), or during all of such Plan Years durvigch the Employee received taxable compensatmm the Employer, if less than five (5);

(i) KEY EMPLOYEE

With respect to any Plan Year, any individual wharmy time during such Plan Year or during anyhef four (4) Plan Years immediately
preceding such Plan Year was (i) an officer ofEngployer or an Affiliated Company having an anne@hpensation greater than 50% of the
dollar limitation specified in Section 415(b)(1)(Aj the Code for any such Plan Year, (ii) one &ftdn employees having an annual
compensation greater than the dollar limitationcefjel in Section 415(c)(1)(A) of the Code for asych Plan Year and owning the largest
interests in the Employer or an Affiliated Compamd owning greater than a 1/2 percent interestéarEimployer or an Affiliated Company,
(ii), an owner of five percent (5%) or more of thetstanding stock of the Employer or an Affiliadmpany or of stock possessing five
percent or more of the total combined voting pouwfeall of the stock of the Employer or an Affiliat€ompany, or (iv) an employee whose
Remuneration (during the Plan Year including théelraination Date) exceeded $150,000 and who waswawer of one percent or more of the
outstanding stock of the Employer or an Affiliat&dmpany or of stock possessing one percent or ofdtee total combined voting power of
all of the stock of the Employer or an Affiliated@pany. For purposes of this definition, (i) aniudual shall be deemed to own stock owned
by other individuals as provided in Section 318h&f Code, but substituting 5% for 50% in subpanalgi®) of Section 318(a)(2) of the Code,
(i) a beneficiary (who would not otherwise be aykemployee) of a deceased Key Employee shall bmddéo be a Key Employee in
substitution for such deceased Key Employee, andhg total number of Key Employees who are d@fikof the Employer and the Affiliated
Companies shall be limited to: if there is a tatfalless than thirty (30) employees of the Employed the Affiliated Companies, three (3); if
there is a total of more than thirty (30) but I#ssn five hundred (500) employees of the Employet the Affiliated Companies, ten percent
(10%) of such total; and, if there is a total ofrenthan five hundred (500) employees of the Emplayel the Affiliated Companies, fifty (50);
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(i) NON-KEY EMPLOYEE

An individual who is not a Key Employee.

(k) PLAN YEAR

With respect to any plan, the annual accountingpdarsed by such plan for annual reporting purposes
() REMUNERATION

An individual's earned income, wages, salariesahdr amounts actually paid or made available byBmployer or an Affiliated Company to
such an individual during a Plan Year for persaalices actually rendered in the course of empétrwith the Employer or an Affiliated
Company (subject to exclusion of amounts spechigdegulations promulgated under Section 415 ofdbde);

(m) TOP-HEAVY SERVICE

Each year of Service, excluding all years of Serdiedited prior to January 1, 1984 and all ye&Reovice with respect to Plan Years for
which the Plan was not top-heavy;
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(n) VALUATION DATE

With respect to any Plan Year of any defined cbotion plan, the most recent date within the twgh@) month period prior to a
Determination Date as of which the trust fund dighbd under such plan was valued and the net iad@mloss) thereof allocated to
Participants' accounts. With respect to any Plaar6é a defined benefit plan, the most recent détiein a twelve-month period prior to a
Determination Date as of which the plan assets walteed for purposes of computing plan costs fappses of the requirements imposed
under Section 412 of the Code.

14.03 TOP-HEAVY STATUS

(a) The Plan shall be deemed a top heavy plan Rlam Year if, as of the Valuation Date precedimg applicable Determination Date, the sum
of (1) the present value of accrued benefits of Eayployees under this Plan and all other definewfieplans in the Aggregation Group, and
(2) the account balances of Key Employees undetedilhed contribution plans in the Aggregation Gra@xceeds 60% of the sum of (3) the
present value of accrued benefits of all Partidipamder this Plan and all other defined beneéihplin the Aggregation Group (but excluding
Participants who are former Key Employees); andi{é)account balances of all Participants undeteflhed contribution plans in the
Aggregation Group.

For purposes of this test, the following rules kapply:

(i) Subject to subparagraph (ii) below, any disttibns from this Plan or any other plan in the Aggation Group, and any accrued benefit
distributed from any other plan in the Aggregat@®mup during the five Plan Years ending on the Beieation Date shall be taken into
consideration.

(if) The benefits of and distributions to all formemployees who have not been credited with at le@es Hour of Service during the period of
five years ending on the Determination Date shalllisregarded, provided, however, that if such @arEBmployee again completes an Hour of
Service with the Employer after such five year parisuch former Employee's accounts shall be takerconsideration.

Notwithstanding any provision of this paragrapht@i the contrary, in any Plan Year in which thiarPis a top heavy Plan, each I-Key
Employee
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who is also covered under a defined contributi@mmf the Employer, shall accrue a Minimum Beradiprovided by this Plan.

(iii) If an Employee is not a Key Employee for tAan Year containing the Determination Date, behsadividual was a Key Employee
during any previous Plan Year, the value of hik&rbenefits and distributions shall not be takea consideration.

(iv) Solely for purposes of determining if the Plamany other plan in the Required Aggregation @risua top heavy plan for a Plan Year, the
accrued benefits under any defined benefit plarisngbloyees who are not Key Employees shall be aétexd for Plan Years beginning after
1986 under the method, if any, which is uniformpypked for accrual purposes under all defined biep&ins maintained by the Employer or
Affiliated Employer or, if there is no such methed, if such benefit accrued not more rapidly thaden the slowest accrual rate permitted
under Section 411(b)(1)(C) of the Code.

(v) The determination of account balances undedefihed contribution plans in the Aggregation Grathall be increased for contributions «
as of the Determination Date to the extent requineder Section 416 of the Code.

(vi) The determination of the present value of aedrbenefits under all defined benefit plans inAlggregation Group shall be based on the
interest rate and mortality table specified in &eci.01(a).

(vii) Distributions, rollovers and trust to trusahsfers shall be taken into consideration to #terg required under
Section 416 of the Code.

The calculation of the top heavy ratio shall be enadaccordance with the provisions of Section dfithe Code.

(b) If the Plan is determined to be top-heavy fé@an Year, the annual retirement benefit of eaatid?pant who is a Non-Key Employee shall
not be less than the lesser of (i) or (ii), where

(i) is two percent (2%) of the Participant's High&gserage Compensation multiplied by the Particifsaviears of Top-Heavy Service; and
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(i) is twenty percent (20%) of the Participantighest Average Compensation.

The minimum annual retirement benefit provided iy preceding sentence means the retirement beagfible annually under the Plan in the
form of a single life annuity with no ancillary befits and beginning on the date the ParticipamirstNormal Retirement Age. If a Participant
actually receives his benefit under the Plan iiffargnt form or commencing at a different times bienefit shall not be less than the Actuarial
Equivalent (using the factors set forth in Sectia®il(c)) of the foregoing minimum benefit;

(c) If the Plan is determined to be top-heavy fé&tlan Year, the Vested Benefit of any Participanbwompletes an Hour of Service during
such Plan Year or who terminates his service wighEmployer during such Plan Year shall be detegthin accordance with Section 6.02, but
using the following vesting schedule:

YEARS OF VESTED
SERVICE PERCENTAGE
Less than 3 years 0%
3 years or more 100%

If the vesting schedule under the Plan for any Mear shifts into or out of the above schedule bseaf the Plan's top heavy status, such shift
shall be regarded as an amendment to the Platisgeshedule and the provisions of Section 13.04liall be applied.

The provisions of this paragraph (c) shall not peliad to reduce the Participant's vested percemtagiputed in accordance with the
provisions of Section 6.02.

(d) In any Plan Year in which the Plan is top hebuynot super top heavy (substituting 90% for d@%ubparagraph (a) above),
Section 5.041(d)(ii) shall be applied by substitgtf100%" for "125%" unless the Sponsoring Emplaymiends subparagraph (b)(i) above by
substituting "3%" for "2%" therein. Effective Jamyd, 2000, this paragraph (d) shall no longer fygieable.

(e) In any Plan Year in which the Plan is supertteavy, the factor of "125%" shall be changed @0%" in Section 5.041(d)(ii). Effective
January 1, 2000, this paragraph (e) shall no lohgeapplicable.
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14.04 TERMINATION OF TOP-HEAVY STATUS

Except as specifically provided in Section 1
deemed to be top-heavy for one or more Plan
to be top-heavy, the provisions of this Arti

to the Plan effective as of the day followin
which it is determined to no longer be top-h
the accrued benefit of any Participant under
than the minimum benefit which such Particip
14.03(b) as of the last day of the last Plan
top-heavy.
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ARTICLE 15 - MISCELLANEO

15.01 RIGHTS AGAINST THE EMPLOYER

Neither the establishment of the Plan, nor t
modification thereof, nor the payment of ben

construed as giving any Employee or Particip

in the service of the Employer or as interfe

Employer to discharge any Employee at any ti

15.02 RETURN OF CONTRIBUTIONS

@

(b)

©

()

In the event that the Commissioner of
her delegate) determines that the Pla
under the Code, any Employer contribu
be returned to the Employer within on
initial qualification is denied, prov
qualification is made by the time pre
Employer's return for the fiscal year
adopted, or such later date as the Se
prescribe.

Nothing herein shall prohibit a retur
year after payment, of excess sums co
as a result of a mistake of fact.

Each Employer contribution is specifi
deductibility of the contribution und
and to the extent such contribution,
disallowed, the contribution, or any
disallowed, shall be returned to the
after the date of disallowance.

The return of a contribution to the E
(b) or (c) above shall be permitted h

so returned (i) is the excess of the

over the amount which would have othe
does not include the earnings attribu
and (iii) is reduced by any losses at
contribution.
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15.08 MERGER

Unless otherwise permitted by law or regulat
merged into, or consolidated with, nor shall
transferred to, any other pension or retirem
resulting in a transfer of assets or liabili

other plan unless immediately after any such
transfer each Employee would if such other p
a benefit which is equal to or greater than
been entitled to receive immediately before
transfer, if the Plan had then terminated.

15.04 LEASED EMPLOYEES

For purposes of the Plan, the term "leased e
would not otherwise be considered an Employe
agreement between the Employer or an Affilia
organization (within the meaning of Section
performed services for the Employer or Affil
substantially full time basis for a period o
services are performed under the primary dir
Employer or Affiliated Employer. Contributio
leased employee by the leasing organization
services performed for the Employer or Affil
treated as provided by the Employer or Affil

A leased employee shall not be considered an

(@) Such individual is covered by a money
providing (i) a nonintegrated employe
least ten percent of his "Section 415
Section 5.04(c)), but including amoun
salary reduction agreement which are
income under Section 125, 402(a)(8),
Code, (ii) immediate participation, a
vesting; and

(b) leased employees constitute twenty pe
Employer's or Affiliated Employer's n
workforce (within the meaning of Sect
Code).
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15.05 APPLICABLE LAW

The provisions of this Plan shall be governe d and construed in accordance
with the laws of the Commonwealth of Massach usetts.

15.06 HEADINGS

The headings of the Plan are inserted for co nvenience of reference only,
and shall have no effect upon the meaning of the provisions hereof.

15.07 GENDER AND NUMBER

Wherever used in this instrument, a masculin e person shall be deemed to
include the masculine and feminine gender, a nd a singular word shall be
deemed to include the singular and plural, i n all cases where the context
requires.
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APPENDIX A
PRIOR BENEFIT RATES
The following is a listing of the Benefit Ratesdffect under the Watts Industries, Inc. Hourly Rrem$lan prior to January 1, 1997

LAST HOUR OF SERVICE

ENTITY ON OR AFTER BUT BEFORE BENEFIT RATE
Circle Seal Controls, Inc. 9/7/ 1990 1/1/1997 $ 15. 00
Regtrol, Inc. 1/1/ 1985 7/1/1988 $ 5. 50
711 1988 1/1/1989 $ 7. 00
1/1/ 1989 1/1/1991 $ 8. 00
1/1/ 1991 1/1/1997 $11. 00
Webster Valve Division 1/1/ 1985 1/1/1988 $ 6. 50
1/1/ 1988 7/1/1988 $ 8. 50
711 1988 1/1/1989 $ 10. 00
1/1/ 1989 1/1/1991 $11. 00
1/1/ 1991 1/1/1997 $12. 50
Leslie Controls, Inc. 171/ 1989 1/1/1997 $13. 00
Webster Foundry Division 1/1/ 1985 1/1/1988 $ 6. 50
1/1/ 1988 7/1/1988 $ 8. 50
711 1988 1/1/1989 $ 10. 00
1/1/ 1989 1/1/1991 $11. 00
1/1/ 1991 1/1/1997 $12. 50
KF Industries, Inc. 1/1/ 1989 1/1/1991 $ 8. 00
1/1/ 1991 1/1/1993 $ 10. 00
1/1/ 1993 1/1/1997 $12. 00
Rudolph LaBranche, Inc. 1/1/ 1989 1/1/1991 $11. 00
1/1/ 1991 1/1/1997 $12. 50
Watts Automatic Control Valve, Inc. 1/1/ 1989 1/1/1991 $ 8. 00
1/1/ 1991 1/1/1997 $ 10. 00
Eagle Valve Company, Inc. 1/1/ 1991 1/1/1997 $ 10. 00
Contromatics, Inc. 1/1/ 1993 1/1/1997 $12. 50
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PART B

WATTS INDUSTRIES, INC.
PENSION PLAN

JAMECO INDUSTRIES, INC. PENSION PLAN
STATEMENT OF PURPOSE

Jameco Industries, Inc. has had in effect sinceeber 1, 1963 the Jamaica Manufacturing Co., Inpleyees Pension Plan, to which it m
contributions for providing benefits for its eliggbemployees and their beneficiaries, in the maandrto the extent set forth in such plan.

The Jamaica Manufacturing Co., Inc. Pension PlanA®ended 1969) and its related amended trust engmteconstituted an amendment in its
entirety to the Jamaica Manufacturing Co., Inc. Eyppes Pension Plan.

Effective October 1, 1969, the name of the Jamisliaaufacturing Co., Inc. Pension Plan (As Amende@9) 9vas changed to Jameco
Industries, Inc. Pension Plan (As Amended 1969).

The plan was amended in its entirety again in 19982, 1984, and 1989.

Effective October 1, 1995, the Plan was mergedtimo/atts Industries, Inc. Retirement Plan fom8all Employees, now called the Watts
Industries, Inc. Pension Plan (Watts Pension Riad)the Plan's terms were incorporated and madet afthe Watts Pension Plan as this Part
B.

The Plan is hereby restated effective January 97 & d such later dates as may be specified hgreimmply with the General Agreement on
Tariffs and Trade, the Uniformed Services Employhard Reemployment Rights Act of 1994, the SmaBiBess Job Protection Act of 1996,
the Taxpayer Relief Act of 1997, the Internal Raxeservice Restructuring and Reform Act of 1998, atiner applicable laws.
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ARTICLE |

DEFINITIONS

1.01 "Accrued Benefit" on behalf of any Participa
benefit calculated at any point in time and
Date determined pursuant to Section 5.01.

1.02 "Actuarial Equivalent" means an equivalency
time, between different forms of benefits, p
other than Normal Retirement Date. Unless th
the actuarial assumptions on which calculati
optional forms of benefits for all Participa
the basis of the following conversion factor

(a) For purposes of determining the lump-
payable or the amount of income equiv
account in accordance with Section 5.
Metropolitan Life Insurance Company G
on the day before the Anniversary Dat
with the date selected for the paymen
used. Such rates, without load and ir
Participant's sex shall reflect the i
66-population 78A male mortality tabl
under the contract.

(b) For purposes of determining the amoun
retirement income payable other than
interest rate of eight percent (8%) p
and mortality rates in accordance wit
Mortality Table shall be used.

(c) If any benefit, other than the Disabi
accordance with Section 9.06(b), is p
eligible for Disability Retirement or
Participant's Normal Retirement Date,
Benefit will be reduced by five-ninth
the first sixty (60) months and five-
for each of the next sixty (60) month
of benefits precedes the Participant’
any Disability benefit calculated in
9.06(b) is to commence before age 55,
additionally reduced by a five percen
factor, charged monthly.

(d) If any benefit determined as of or af
Retirement Date is payable at a later
at the rate of eight percent (8%) per

1-

nt shall be equal to the
payable at Normal Retirement

in value, at a given point in
ayable commencing at a date
e Plan is amended to change
on of equivalence is based,
nts shall be determined on

s:

sum value of any benefit

alent to a Participant's

01, the rates under

roup Annuity Contract No. 956
e preceding or coincident

t of the benefit shall be
respective of the

nsurance company's Group

e and the interest rates

t of any optional form of

a lump-sum distribution, an

er year, compounded annually,
h Unisex Pension 1984 (UP84)

lity benefit calculated in
ayable to a Participant

Early Retirement before such
the Participant's Accrued

s percent (5/9%) for each of
eighteenths percent (5/18%)
s by which the commencement
s Normal Retirement Date. If
accordance with Section

the Accrued Benefit will be

t (5%) annual discount

ter a Participant's Normal
date, it shall be increased



year, compounded annually, with respe
is deferred.

(e) Notwithstanding the foregoing, for pu
amount of any optional form of retire
lump-sum value and early or late comm
available under a deferred annuity pu
Participant's surviving Spouse in acc
Actuarial Equivalence will be based o
by the insurance company which issues

The Actuarial Equivalent of a benefit payabl
determined by using the mortality table pres
of the Code, and using an interest rate equa
Treasury Constant Maturities for the month o
Year of the distribution date.

1.03 "Affiliated Employer" means any corporation

controlled group of corporations (as defined
which includes the Employer; any trade or bu
incorporated) which is under common control
414(c)) with the Employer; any organization
which is a member of an affiliated service g
Section 414(m)) which includes the Employer;
be aggregated with the Employer pursuant to
Section 414(0).

1.04 "Annuity Starting Date" means the first day

an amount is payable as an annuity or in the
payable in the form of an annuity, the first
occurred which entitle the Participant to su

1.05 "Average Monthly Compensation" means 1/12th

a Participant averaged over the five (5) con
years, including periods prior to the Effect
produce the highest monthly average within t
years of participation. If a Participant has
consecutive completed calendar years from hi
his date of termination, his Average Monthly
on his Compensation from his date of employm
termination or during the actual period of h
Compensation before the calendar year preced
Participant first satisfies the Plan's age,
Service requirements in accordance with Sect
date of participation, shall not be included
Monthly Compensation.

"Beneficiary" means the person designated to
payable under the Plan upon or after the dea
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ct to the period commencement

rposes of determining the
ment income, death benefit,
encement adjustments
rchased or a Participant or a
ordance with Section 6.01 or
n the assumptions specified
such annuity.

e in alump sum will be
cribed in Section 417(e)(e)

| to the rate on 30-year

f November prior to the Plan

which is a member of a

in Code Section 414(b))
siness (whether or not

(as defined in Code Section
(whether or not incorporated)
roup (as defined in Code
any other entity required to
Regulations under Code

of the first period for which
case of a benefit not

day on which all events have
ch benefit.

of the annual Compensation of
secutive completed calendar
ive Date of the Plan, which
he last ten (10) completed
less than five (5)

s date of participation to
Compensation will be based
ent to his date of

is service if less.

ing the date on which a
Service and/or Hours of

ion 2.01, in effect as of his

in determining Average

receive benefits which are
th of a Participant.



1.07 "Board" means the Board of Directors of Jame
time to time constituted.

1.08 (a) "Break in Service" means the applicab
twelve (12) consecutive months during
accrue a Month of Service. Further, s
determining whether a Participant has
Service, Hours of Service shall be re
leaves of absence" and "maternity and
absence." Years of Service and 1-Year
measured on the same Computation Peri
deemed to have incurred a 1-Year Brea
an Hour of Service within twelve (12)
day of the month during which his emp

(b) "Authorized Leave of Absence" means a
from active employment with the Emplo
established nondiscriminatory policy,
iliness, or any other reason.

(c) "Maternity or Paternity Leave of Abse
beginning after December 31, 1984, an
period by reason of the Employee's pr
Employee's child, placement of a chil
connection with the adoption of such
purpose of caring for such child for
following such birth or placement. Fo
Service shall be credited for the twe
absence from work, only if credit the
prevent the Employee from incurring a

1.09 "Break-in-Service Year" means a year which i
accrual of Service or Credited Service.

1.10 "Code" means Internal Revenue Code of 1986,

1.11 "Committee" means the Administrative Committ
the Plan in accordance with Article XI hereo

1.12 "Compensation" means a Participant's wages p
defined in Code Section 3401(a) for purposes
the source, but determined without regard to
remuneration included in wages based on the
employment or the services performed (such a
agricultural labor in Code Section 3401(a)(2
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co Industries, Inc. as from

le Computation Period of
which an Employee fails to
olely for the purpose of
incurred a 1-Year Break in
cognized for "authorized
paternity leaves of

Breaks in Service shall be
od. An Employee shall not be
k in Service if he completes
months following the last
loyment terminated.

n unpaid, temporary cessation
yer pursuant to an
whether occasioned by

nce" means, for Plan Years
absence from work for any
egnancy, birth of the

d with the Employee in
child, or any absence for the
a period immediately

r this purpose, Hours of

Ive (12) month period of
refore is necessary to
1-Year Break in Service.

nterrupts the continuous

as amended.

ee appointed to administer
f.

aid for the calendar year, as
of income tax withholding at
any rules limiting the

nature or location of the

s the exception for

).



For purposes of this Section, the determinat
made by including salary reduction contribut
Employee to a plan maintained under Code Sec
401(k)(2). Compensation shall be limited by

in Section 401(a)(17) of the Code as adjuste
increases in the cost of living in accordanc

of the Internal Revenue Code. The cost-of li

a calendar year applies to any period, not e
which Compensation is determined (determinat
calendar year. If a determination period con
months, Compensation limit will be multiplie
numerator of which is the number of months i
and the denominator of which is 12.

Solely for purposes of determining if this P
nondiscrimination and coverage requirements
and 410(b), Compensation shall include all a
period of absence from Service on account of
absence. Such imputed Compensation shall be
months or the duration of the absence, which
the absence is for military duty or jury dut
credited for the entire period of absence. D
imputed Compensation will be based on Compen
representative of what that Participant woul
period if the Participant had continued to p

1.13. "Computation Period" means, for eligibility
described in Section 2.05. For all other pur
means the twelve (12) month period beginning
month of employment and each anniversary the

1.14 "Contingent Annuitant” means a person design
Article VI or Article VII hereof to receive
his or her lifetime after the death of an Em

1.15 "Contributions" means the payments to the Fu
provided for herein.

1.16 "Covered Compensation" for a Participant mea
indexing) of the taxable wage bases in effec
during the 35-year period ending with the la
in which the Participant attains (or will at
retirement age. No increase in Covered Compe
Participant's Accrued Benefit under the Plan
Participant's Covered Compensation for a Pla
for all calendar years beginning after the f
assumed to be the same as the taxable wage b
beginning of the Plan Year. A Participant's
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ion of Compensation shall be
ions made on behalf of an
tion 125 or Section

the dollar amount set forth

d by the Commissioner for

e with Section 401(a)(17)(B)
ving adjustment in effect for
xceeding 12 months, over
ion period) beginning in such
sists of fewer than 12

d by a fraction, the

n the determination period

lan complies with the

of Code Sections 401(a)(4)
mounts imputed during a
disability or leave of
credited for either six

ever is shorter; except, if
y, Compensation will be
etermination of the amount of
sation reasonably

d have received during the
erform services.

purposes, the period

poses, "Computation Period"
as of the first day of the
reof.

ated under an option of
a retirement allowance during
ployee.

nd by the Employer which are

ns the average (without

t for each calendar year

st day of the calendar year
tain) social security

nsation shall decrease a

. In determining a

n Year, the taxable wage base
irst day of the Plan Year is
ase in effect as of the
Covered Compensation for a



Plan Year before the 35-year period ending w
calendar year in which the Participant attai

age is the taxable wage base in effect as of
Year. A Participant's Covered Compensation f
35-year period is the Participant's. Covered
Year during which the 35-year period ends. F
benefits under the Plan, Covered Compensatio
the Covered Compensation table as in effect
such determination is being made.

"Credited Service" means the period of emplo
to accumulate benefits under the Plan as set
Credited Service will be determined on the b

1.18 "Delayed Retirement Date" means the date set

1.19 "Disability" means a physical or mental cond

resulting from bodily injury, disease, or me
him incapable of continuing any gainful occu
constitutes total disability under the feder

The Employer shall have the right to require
reasonable proof of such Disability. Such pr
that the Participant submit to. a medical ex
by a qualified physician or physicians selec
examinations shall not be required more freq

ith the last day of the

ns social security retirement
the beginning of the Plan
or a Plan Year after such
Compensation for the Plan
or purposes of determining
n will be determined using
for the Plan Year in which

yment of the Participant used
forth in Article 11l hereof.
asis of elapsed time.

forth in Article IV.

ition of a Participant

ntal disorder which renders
pation and which condition
al Social Security Act.

the Participant to submit

oof may include a requirement
amination from time to time
ted by the Employer. Medical
uently than semiannually.

1.20 "Disability Retirement Date" means the date set forth in Article IV.

1.21 "Early Retirement Date" means the date set f orth in Article IV.

1.22 "Effective Date" means December 1, 1963. The
and restated Plan shall be effective as of O

provisions of this amended
ctober 1, 1989.
1.23 "Eligible Employee" means an Employee descri bed in Section 2.02.
Employer. The term "Employee"

d to be an Employee of the
) or (0), unless:

1.24 "Employee" means any person employed by the
shall also include any leased employee deeme
Employer, as provided in Code Sections 414(n

(a) suchindividual is covered by a money
providing (A) a nonintegrated employe
least ten percent (10%) of

purchase pension plan
r contribution rate of at
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compensation, as defined in Section 4
including amounts contributed by the
reduction agreement which are excluda
Employee's gross income under Section
403(b) of the Code; (B) immediate par
immediate vesting and

(b) leased employees do not constitute mo
of the Employer's Nonhighly Compensat

1.25 "Employer" means Jameco Industries, Inc. (Wa
effective October 1, 1995) and any successor
Plan; and any other business entity which du
approval of the Board of Directors.

1.26 "Employment Commencement Date" means the dat

is credited with an Hour of Service.
1.27 "Entry Date" means the date defined in Secti

1.28 "Fiduciary" means any Trustee, Plan Administ
who:

(@) Exercises any discretionary authority
respecting management of the Plan or
control respecting management or disp

(b) Has any discretionary authority or di
the administration of the Plan; or

(c) Is described as a "fiduciary" in Sect
is designated to carry out fiduciary
this Agreement to the extent permitte
ERISA.

1.29 "Fund" means the funds and other assets held
Trustee in accordance with the terms of the

1.30 "Highly Compensated Employee" means any acti
services for the Employer or an Affiliated E
Determination Year and who:

(@) was a 5% owner (within the meaning of
the Code at any time during the Deter
Look-Back Year; or

15(c)(3) of the Code, but
employer pursuant to a salary
ble from the Leased

125, 401 (a)(8), 402(h) or
ticipation; and (C) full and

re than twenty percent (20%)
ed Employee workforce.
tts Industries, Inc.

which shall maintain this
ly adopts the Plan with the

e on which an Employee first

on 2.01 of the Plan.

rator and any other person
or discretionary control
exercises any authority or
osition of its assets;
scretionary responsibility in
ion 3(14) or (21) of ERISA or

responsibilities pursuant to
d by Section 405(c)(1)(B) of

and administered by the
Trust Agreement.
ve Employee who performed

mployer during the

Section 416(i)(1)(B)(i) of
mination Year or the



(b) received compensation from the Employer or #ilidted Employer in excess of $80,000 (as adjdgtarsuant to 415(d) of the Code)
during the Look-Back Year, and was among the to 20®mployees when ranked on the basis of compiemspaid during the Look-Back
Year.

The term Highly Compensated Employee shall alsudeany former Highly Compensated Employee whmiteated employment with the
Employer or an Affiliated Employer prior to the Betination Year, performs no services for the Emgtar an Affiliated Employer during
the Determination Year, and was a Highly Compems&taployee in either his or her year of terminatidemployment or in any
Determination Year ending on or after his attainhwfrage 55.

For purposes of determining an Employee's compimsahder this Section 1.30, compensation shallmika "Employee’'s Compensation" (as
defined in Section 5.04(d)) reportable on Form W@s all contributions made on behalf of the Emgploby the Employer or an Affiliated
Employer pursuant to a salary deferral agreemennttaiaed by the Employer or an Affiliated Employerder any cash or deferred arranger
described in

Section 401(k) of the Code or any salary reductigreement pursuant to a cafeteria plan establishéer Section 125 of the Code by the
Employer or Affiliated Employer, effective Janudry2001, any amounts deferred under Section 132(@¥(the Code.

For purposes of this Section, the "Look-Back Yeagans the period of the twelve consecutive momtimsediately preceding the
Determination Year. Also for purposes of this Satti'Determination Year" means the Plan Year théiging tested for purposes of
determining if an Employee is a Highly Compensdietployee.

1.31 (a) "Hour of Service" means:

(i) Each hour for which an Employee is paid, oiteed to payment, for the performance of dutiestfe Employer. These hours will be cred
to the Employee for the Computation Period in whtod duties are performed; and

-7-



(ii) Each hour for which an Employee is paid, ofitted to payment, by the Employer on account pgdod of time during which no duties are
performed (irrespective of whether the employmetdtronship has terminated) due to vacation, hglidless, incapacity (including
disability), layoff, jury duty, military duty or ve of absence. Hours under this paragraph witldbeulated and credited pursuant to Section
2530.200b-2 of the Department of Labor Regulatiwhih is incorporated herein by this reference; and

(iii) Each hour for which back pay, irrespectivenoitigation of damages, is either awarded or agtedwy the Employer. The same Hours of
Service will not be credited both under paragragho( paragraph (b) as the case may be, and unidgraragraph (c). These hours will be
credited to the Employee for the Computation PeoioBeriods to which the award or agreement pestaither than the Computation Period in

which the award, agreement or payment is made.
(b) Solely for purposes of determining whether adrin Service, for

eligibility and vesting purposes has
Period, an individual who is absent f
leave of absence or for a maternity o
shall receive credit for the Hours of
otherwise have been credited to such
absence. For purposes of this paragra
maternity or paternity leave of absen
reason of the pregnancy of the indivi
birth of a child of the individual, (

of a child with the individual in con
such child by such individual, or (4)
such child for a period beginning imm
or placement. The Hours of Service cr
shall be credited (1) in the Computat
absence begins if the crediting is ne
Service in that period, or (2) in all
following Computation Period.

1.32 "Insurer" means any legal reserve life insur
the Committee which shall issue one or more
Plan.

1.33 "Key Employee" means any Employee or former
Beneficiaries of such Employee) who at any t
period was an officer of the employer if suc
Compensation exceeds fifty percent (50%) of
Section 415(b)(1)(A) of the Code, an owner (
Section 318 of the Code) of one of the ten |
Employer if such individual's Compensation e
(100%) of the dollar

-8-
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Service which would
individual but for such

ph, an absence from work for
ce means an absence (1) by
dual, (2) by reason of a

3) by reason of the placement
nection with the adoption of
for purposes of caring for
ediately following such birth
edited under this paragraph
ion Period in which the
cessary to prevent a Break in
other cases, in the

ance company as elected by
insurance contracts under the

Employee (and the

ime during the determination
h individual's annual

the dollar limitation under

or considered an owner under
argest interests in the

xceeds one hundred percent



limitation under Section 415(c)(1)(A) of the

the Employer, or a 1-percent owner of the Em
Compensation of more than $150,000. Annual C
Compensation as defined in Section 415(c)(3)
amounts contributed by the Employer pursuant
agreement which are excludable from the Empl
Section 125, Section 402(a)(8), Section 402(
Code. The determination period is the Plan Y
determination date and the four (4) precedin
determination of who is a Key Employee will
Section 416(i)(1) of the Code and the regula

1.34 "Month of Service" for purposes of eligibili
accrual means a calendar month any part of w
employment or credited absence.

1.35 "Non-Highly Compensated Employees" means all
Compensated Employees and shall be construed
provisions of Code Section 414(q) and the re

1.36 "Non-Key Employees" means any Employee or fo
Beneficiary of an Employee or former Employe

1.37 "Normal Form of Retirement Benefits" means a
beginning as of the Participant's retirement
income commencement date, but in the event o
before receiving one hundred twenty (120) mo
continues to his Beneficiary until the balan
(220) monthly payments has been paid.

1.38 "Normal Retirement Age" means the date on wh
sixty-five (65), or, if later, the fifth ann
Employee became a Participant.

1.39 "Normal Retirement Date" is the date describ

1.40 "Participant” means any Eligible Employee wh
provided in Article 1l and any other Employe
right or contingent right to benefits hereun
means an Eligible Employee who participates
any reason become ineligible to participate

1.41 "Period of Service" means a period of servic
on his Employment Commencement Date or Reemp
whichever is applicable, and ending on his S

-9-

Code, a 5-percent owner of
ployer who has an annual
ompensation means
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be made in accordance with
tions thereunder.

ty, vesting and benefit
hich is in a period of

Employees who are not Highly
in accordance with the
gulations thereunder.

rmer Employee (and any
e) who is not a Key Employee.

pension payable for life

date or, if later, the

f the Participant's death,
nthly payments, his pension
ce of the one hundred twenty

ich a Participant attains age
iversary of the date the

ed in Plan Section 4.01.

0 participates in the Plan as

e or former Employee having a
der. "Active Participant”

in the Plan and has not for
further in the Plan.

e of an Employee commencing
loyment Commencement Date,
everance From Service Date.



1.42 "Period of Severance" means the period of ti
Severance From Service Date of an Employee a
Commencement Date.

1.43 "Plan" means the Jameco Industries, Inc. Pen
Employer as contained herein and wherever ne
includes the Plan as it was previously const
amendment.

1.44 "Plan Sponsor" prior to October 1, 1995 mean

1.45 "Plan Year" means each twelve (12) consecuti
with each October 1 and each anniversary the

1.46 "Qualified Domestic Relations Order" means a
defined in Section 14.18 in accordance with

1.47 "Reemployment Commencement Date" means the f

of Severance on which the Employee performs

1.48 "Service" means the period of employment req
vesting under the Plan, determined as set fo
hereof. Service will be determined on the ba

1.49 "Severance From Service Date" means the date
accrual of Service and Credited Service is i
Article 111 hereof.

1.50 "Spouse" means the person to whom the Partic
married as of the Participant's death or Ann
is earlier. The term "spouse"” will also incl
Participant, provided that a former spouse w
or surviving spouse and a current spouse wil
spouse or surviving spouse to the extent pro
domestic relations order as described in Sec

1.51 "Trust" means a trust established by the Emp
Atrticle X hereof.

1.52 "Trust Agreement" means an agreement made be
Trustee in Accordance with Article X hereof.

1.53 "Trustee" means a trustee or trustees of the
Article X hereof, including any successor tr

-10-
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1.54 "Year of Service" for purposes of vesting an d Credited Service means

twelve (12) Months of Service. For this purp ose, if an Employee works one
(1) Hour of Service during a day, he will be credited with one (1) day of
Service.

-11-



ARTICLE Il
ELIGIBILITY
2.01 CONDITIONS OF ELIGIBILITY

(a) Prior to October 1, 1995, any Employee who av&articipant in the Plan prior to the effectivéedaf this amendment and restatement shall
continue to participate in the Plan. Any other Iblig Employee shall participate in the Plan ashefEntry Date next succeeding completion of
six (6) Months of Service and the attainment of &genty and one-half (20 1/2), provided such Emp®gompletes one thousand (1,000)
Hours of Service with the Employer during any aggiile Computation Period. If an Employee has ntisfgad the one thousand (1,000) Ho

of Service eligibility requirement when otherwidigible, he shall become a Participant as of theyEFDate next following the applicable
Computation Period during which he first complatas thousand (1,000) Hours of Service with the Brygl.

(b) Entry Date means the April 1 or October 1 rfekbwing the date an Eligible Employee satisfigs €ligibility requirements of
Section 2.01(a) of the Plan.

(c) Effective October 1, 1995, no new Participasttall be admitted

to participation under this Part B.

2.02 ELIGIBLE EMPLOYEE

"Eligible Employee" means any Employee excep t Employees whose employment
is governed by the terms of a collective bar gaining agreement between
Employee representatives (within the meaning of Code Section 7701(1)(46))
and the Employer under which retirement bene fits were the subject of good
faith bargaining between the parties, unless such agreement expressly
provides for such coverage in this Plan, wil I not be eligible to

participate in this Plan.
Employees of Affiliated Employers shall not be eligible to participate in
this Plan unless such Affiliated Employers h ave specifically adopted this
Plan in writing.

2.03 DETERMINATION OF ELIGIBILITY
The Committee shall determine the eligibilit y of each Employee for
participation in the Plan based upon informa tion furnished by the
Employer. Such determination shall be

-12-



conclusive and binding upon all persons, as
pursuant to this Article I1.

2.04 TERMINATION OF ELIGIBILITY

@

(b)

2.05 DETERMINATION OF SERVICE AND BREAK IN SERVIC

@

(b)

In the event a Participant shall go f
Eligible Employee to an ineligible Em
shall continue to vest in his Accrued
each Year of Service completed while
such time as his Accrued Benefit shal
pursuant to the terms of the Plan.

In the event a Participant is no long
class of Employees and becomes inelig
not incurred a 1-Year Break in Servic
participate again immediately upon re
of Employees. If such Participant inc
Service, eligibility will be determin
rules of this Article II.

In the event an Employee who is not a

of Employees becomes a member of an e

will participate immediately if such
minimum age and service requirements
previously become a Participant.

Years of Service for eligibility shal
eligibility Computation Period. The i
Computation Period shall be the 12-mo
participant's date of hire. The succe
periods commence with the first Plan
the first anniversary of the Employee
date. Employment with an Affiliated E
as employment with the Employer for p
Service for eligibility under the Pla

All Years of Service with the Employe
shall be recognized for purposes of d
hereunder except the following:

In the case of a Participant who does
right to his Accrued Benefit, Years o
consecutive 1-year Breaks in Service
account in computing eligibility serv
consecutive 1-year Breaks in Service
exceeds the greater of five (5) or th
of Service. Such

-13-

long as the same is made

rom a classification of an
ployee, such Participant
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e, such Employee will
turning to an eligible class
urs a 1-Year Break in

ed under the break in service

member of an eligible class
ligible class, such Employee
Employee has satisfied the
and would have otherwise

E FOR ELIGIBILITY

| be determined based on the
nitial eligibility

nth period beginning on the
eding 12-consecutive month
Year which commences prior to
's employment commencement
mployer shall be recognized
urposes of determining

n.

r and Affiliated Employers
etermining eligibility

not have any nonforfeitable
f Service before a period of
will not be taken into

ice if the number of

in such period equals or

e aggregate number of Years
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aggregate number of Years of Service
Service disregarded under the precedi
prior Breaks in Service.

If a Participant's Years of Service a

the preceding paragraph, such Partici
Employee for eligibility purposes. If
Service may not be disregarded pursua
paragraph, such Participant shall con
Plan, or, if terminated, shall partic
reemployment.

Such Year of Service will be measured
beginning on an Employee's reemployme
necessary, Plan Years beginning with

the first anniversary of the reemploy
reemployment commencement date is the
Employee is credited with an Hour of

of duties after the first eligibility

the Employee incurs a 1-year Break in

A Participant who terminates service
service as an Eligible Employee shall
reemployment or again becoming an Eli
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ARTICLE 1l

SERVICE, CREDITED SERVICE AND BREA
FOR VESTING AND BENEFIT AC

3.01 SERVICE FOR ELIGIBILITY

Service for purposes of eligibility to parti
Atrticle 1l of the Plan.

3.02 VESTING SERVICE

The Service of an Employee shall be the aggr
Service, as of the date benefits are to be d
provisions of the Plan. Periods of Service s
years and months and, in determining the tot
fraction in excess of complete years shall b

the number of remaining Months of Service. E
Employer shall be recognized as employment w
of determining Service for vesting and eligi

3.03 SEVERANCE FROM SERVICE DATE

A Severance From Service Date shall be deeme
(a) the date on which the Employee quits, re

or (b) the first anniversary of the first da
Employee remains absent from service (with o
Employer for any reason other than quit, ret

3.04 ADDITIONAL SERVICE ALLOWANCE

If an Employee performs an Hour of Service w
the Severance From Service Date, the Period
included as a Period of Service for purposes
Service under any of the provisions of the P

3.05 CREDITED SERVICE

"Credited Service" of a Participant, as of t

be determined under the Plan, shall include

the Employer. Service performed for Continen
Universal Plumbing Sales Corp., Jamaica Manu
Imports, Inc. or Jamaica International, Inc.
Service for purposes of the Plan.
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CRUAL
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egate of his Periods of
etermined under any of the
hall be expressed in terms of
al aggregate years, any

e determined on the basis of
mployment with an Affiliated
ith the Employer for purposes
bility under the Plan.

d to occur on the earlier of:
tires, is discharged or dies;
te of a period in which the

r without pay) with the
irement, discharge or death.

ithin twelve (12) months of
of Severance shall be

of determining years of
lan.

he date the benefits are to
all Periods of Service with

tal Brass Products, Corp.,
facturing Co., Inc., Lipmans
shall be counted as Credited



3.06 SERVICE IN THE ARMED FORCES

Any Employee who left active employment of t
Armed Forces of the United States, and whose
protected by Federal law, shall receive the

for the period of his Military Service, that
instead continued his prior employment with
the Employee returns to work in compliance w
law.

3.07 MILITARY SERVICE

Notwithstanding any provision of this Plan t
contributions, benefits and service credit w
service will be provided in accordance with

3.08 PRE-ERISA SERVICE

Prior to October 1, 1976, the uninterrupted
Employer and with Continental Brass Products
Sales Corp., Jamaica Manufacturing Co., Inc.
Jamaica International, Inc. as determined un
Plan in effect before such date shall be cou
Service under the Plan.
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ARTICLE IV
RETIREMENT CONDITIONS
4.01 NORMAL RETIREMENT

The Normal Retirement Date of a Participant
month coinciding with or next following the
Retirement Age.

4.02 DELAYED RETIREMENT

If a Participant shall remain in employment
Date, his Delayed Retirement Date shall be t
coinciding with or next following the date s
Employer that his retirement is to be effect
remains in employment beyond his Normal Reti
to have retired on the first day of the firs

less than forty (40) Hours of Service.

4.03 EARLY RETIREMENT

(a) A Participant may retire from the emp
to his Normal Retirement Date on his
is the first day of any month coincid
date he both attains the age of sixty
twenty-five (25) Years of Service and
Participant may further elect to have
commence on his Early Retirement Date
defer commencement of his benefit to

(b) If a Participant separates from servi
requirement for early retirement, but
requirement, the Participant will be
commencement of his retirement benefi
age requirement.

4.04 DISABILITY RETIREMENT
Upon demonstration of a Participant's Disabi
automatically become fully vested and be eli
retirement under Section 9.06.
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t month in which he completes
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(60) and completes
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his retirement benefit

or may irrevocably elect to
his Normal Retirement Date.

ce before satisfying the age
has satisfied the service
entitled to elect

t upon satisfaction of such

lity, the Participant shall
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4.05 SPECIAL RULES UPON DISABILITY RETIREMENT

(@) As a condition of his continuing to r
income, the Committee shall have the
Participant to provide such evidence
for verifying his continued eligibili
benefit payments under the Social Sec

(b) The Committee shall require evidence
benefits has been approved by the Soc
The final determination shall be made
basis of such evidence.

(c) Upon the cessation of the Participant
be entitled to further benefits as th
and he shall only be entitled to such
provided under the terms of the Plan
of his Disability Retirement Date red
Section 14.14. If such Participant is
following the cessation of his Disabi
classification of an Eligible Employe
on his subsequent termination of empl
accordance with Section 14.14. The Pa
vested in the Accrued Benefit determi
Retirement Date, but his vested inter
additional accruals will be determine
IX.

(d) If a Participant eligible for Disabil
for Early Retirement, he may, in lieu
benefit payable under this Section, e
applicable under Section 9.02 or the

4.06 CONTINUATION OF BENEFITS UPON REEMPLOYMENT

If, after a Participant begins receiving ben

then re-enters employment hereunder, his mon
continue unreduced. Upon subsequent terminat
benefit amount shall be recalculated on the
Compensation determined as of his subsequent
Credited Service earned prior and subsequent
hereunder, reduced by the actuarial value of
made, but in no event less than the benefit
reemployment.
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4.07 COMMENCEMENT OF BENEFITS

Unless the Participant elects otherwise, dis tribution of benefits will
begin no later than the 60th day after the | atest of the close of the
Plan Year in which:

(a) the Participant attains age sixty-fiv e (65) (or Normal Retirement
Age, if earlier);

(b) occurs the tenth (10th) anniversary o f the year in which the
Participant commenced participation i n the Plan; or

(c) the Participant terminates service wi th the Employer.

Notwithstanding the foregoing, the failure o f a Participant and Spouse to

consent to a distribution while a benefit is immediately distributable,

within the meaning of Section 9.05 of the PI an, shall be deemed to be an

election to defer commencement of payment of any benefit sufficient to

satisfy this Section.
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ARTICLE V
RETIREMENT BENEFITS
5.01 NORMAL RETIREMENT BENEFIT

(a) Upon retirement at his Normal Retirement DatParticipant shall receive a monthly retirememafi¢ which shall commence on such date
and which shall be payable under the Normal ForReatfrement Benefit defined in Section 1.37 of Bi@n. The amount of each such monthly
retirement benefit shall be equal to the sum opl(is (ii) as follows:

(i) .375% of Average Monthly Compensation for egelr of Credited Service,

(i) .25% of Average Monthly Compensation in exces€overed Compensation for each year of Creddenvice.

(b) A Participant who remains in employment aftisrormal

Retirement Date may elect to commence
benefit during employment on the firs
with or following his Normal Retireme
monthly retirement benefit shall be d
as for retirement at Normal Retiremen
Credited Service and Average Monthly
determined as of the date of his actu
benefit described in the preceding se
as of the first payment date each yea
changes in Credited Service and Avera
no event shall the retirement benefit
benefit being paid prior to such reca
purposes of Article VI, upon such com
benefit, he shall be treated as a ret

5.02 DELAYED RETIREMENT BENEFIT

If a Participant does not retire on his Norm
not elect to commence his benefits while emp
establish an account and maintain a separate
the Participant as of the first day of the

Plan Year following the Plan Year in which t
Retirement Date occurred. The Participant's
shall be the Actuarial Equivalent of the Par
Retirement Income as of such date.
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(a) All such accounts shall be invested eitheagipart of the Trust Fund and shall not be segedgatinvested as a separate unit; or (i) if the
Committee, with the approval of the Trustee detaasj as part of a segregated fixed income fund;iwstiall consist of such assets as the
Trustee deems appropriate. If implemented, all segfarate accounts shall be invested and admigiséara unit. The Committee shall
promulgate whatever regulations it deems apprapridth respect to the implementation. of such fikembme fund.

(b) The Trust Fund (including the fixed income fuifdmplemented) shall be valued at fair markdueaon the last day of each Plan Year and
all accounts shall be adjusted as of such dateflect a proportionate share of investment inconteraalized and unrealized profits and losses
as applicable under either Subparagraph (a)(i3)gi)

(c) The benefits to which the Participant will beied upon his subsequent retirement, or, inehent of the Participant's death, the benefits to
which the Beneficiary would be entitled, will nortlyabe determined as of the last day of the Plaar¥iring which the Participant's
employment terminated. Such benefits may, howdedetermined by the Committee,

(i) as of any other date, in which event the Corterishall authorize the Trustee to value suchdfgatit's account as of such date; or

(ii) as of the last day of the Plan Year beforeRagticipant's termination of employment, but sdekermination by the Committee may only be
exercised with the written consent of the Partiotpa, in the event of the Participant's death Beéseficiary. In determining such benefits, the
Committee must also consider changes in the magtee of the Trust Fund.

(d) Subject to the provisions of Section 5.04,Raeticipant, or in the event of the Participanéatti, his Beneficiary, shall be entitled to such
retirement income (under the Normal Form of ReteatBenefit or such other options as provided uidtcle

VII) as may be Actuarially Equivalent to such Papant's account value. Notwithstanding the abovap event shall the Normal Form of
Retirement Benefit provided under these provisimmsess than the greater of 1) the Actuarial Edaiteof the Participant's Normal Form of
Retirement Benefit determined as of the date secietit was segregated or 2) the Participant's litedestermined based on his years of
Credited Service and Average Monthly Compensatafdis Delayed Retirement Date.
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5.03 EARLY RETIREMENT BENEFIT

A Participant shall, upon retirement on Earl
the Actuarial Equivalent of his Accrued Bene
the date elected in accordance with Section
under the Normal Form of Retirement Benefit.
retirement benefit shall, subject to the pro
hereof, be determined in the same manner as
Retirement Date, except that years of Credit
Monthly Compensation shall be determined as
The benefit shall be reduced based on the nu
Participant's early retirement precedes his
the factors in Section 1.02.

5.04 MAXIMUM RETIREMENT BENEFIT

The definition of certain words and phrases
contained in Section 5.04(d) and shall, for
5.04, supersede definitions for such words a
Article |. Defined terms are capitalized.

(@) This Section, except for Section (a)(
whether any Participant is or has eve
another qualified plan maintained by
Participant is or has ever been a Par
plan maintained by the Employer, or a
defined in Section 419(e) of the Code
or an individual medical account, as
of the Code, which provides an Annual
also applicable to that Participant's

(i) The Annual Benefit otherwise p
any time will not exceed the M
the benefit the Participant wo
Limitation Year would produce
of the Maximum Permissible Amo
be reduced so that the annual
Maximum Permissible Amount.

(i) The Maximum Permissible Amount
satisfied if the Annual Benefi
not more than $1,000 multiplie
of Years of Service or portion
(10)) with the Employer, and t
time maintained a defined cont
benefit plan as defined in Sec
an individual medical account
415(1)(2) of the Code in which
participated.
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for retirement at his Normal
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nd phrases contained in

ii), applies regardless of
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defined in Section 415(1)(2)
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(b) (i) If a Participant is, or has ever been, cedeunder more than one defined benefit plan miaieteby the Employer, the sum of the
Participant's Annual Benefits from all such plarsymot exceed the Maximum Permissible Amount.

(i) If the Employer maintains, or at any time mained, one or more qualified defined contribuadans covering any Participant in this Plan,
a welfare benefit fund, as defined in Section 416{e¢he Code, or an individual medical accountiefined in Section 415(1)(2) of the Code,
the sum of the Participant's Defined Contributisadtion and Defined Benefit Fraction will not exdeke0 in any limitation year.

(iii) If in any Plan Year the sum of the Definedrigdit Fraction and the Defined Contribution Fraoti&hall exceed 1.0 with respect to any
Participant, the Employer shall reduce any contidouto the defined contribution plan on behalkath Participant to the extent necessary to
lower the numerator of the Defined Contributiondfi@n so that the sum of both fractions does noted 1.0.

(iv) Effective January 1, 2000, the provisionshistsubsection (b) shall no longer be applicable.

(c) In the case of an individual who was a Partinign one or more defined benefit plans of the Bygr as of the first day of the first
Limitation Year beginning after December 31, 198, application of the limitations of this Articleshall not cause the Maximum Permiss
Amount for such individual under all such definezhbfit plans to be less than the individual's quréecrued Benefit. The preceding sentence
applies only if such defined benefit plans metréguirements of Code Section 415, for all Limitatidears beginning before January 1, 1987.

For this purpose, a Participant's Accrued Bengifiten the Plan, shall be determined as if the Rjpaint had separated from service as of the
close of the last Limitation Year beginning befdemuary 1, 1987, expressed as an Annual Benefitnitite meaning of Section 415(b)(2) of
the Code.

In determining the amount of a Participant's curfstrued Benefit, the following shall be disregedd
(i) any change in the terms and conditions of tlae Rfter May 5,1986; and
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(i) any cost of living adjustments occurring afiday 5, 1986.

(d) DEFINITIONS.

(i) ANNUAL ADDITIONS: The sum of the following amants credited to a Participant's account for lindtatyear:
(A) Employer contributions;

(B) Employee contributions;

(C) Forfeitures, and

(D) Amounts allocated to an individual medical amh as defined in Section 415(1)(2) of the Codeictvis part of a pension or annuity plan
maintained by the Employer are treated as Annuadlithhs to a defined contribution plan. Also, amtsuderived from contributions paid or
accrued after December 31, 1985, in taxable yeaig after such date, which are attributable tstpetirement medical benefits allocated to
the separate account of a Key Employee, as defin8dction 419A(d)(3) of the Code, under a weltagaefit fund, as defined in

Section 419(e) of the Code, maintained by the Eywgplcare treated as Annual Additions to a defingatrgbution plan.

(i) ANNUAL BENEFIT: A retirement benefit under tHelan which is payable annually in the form ofraigiht life annuity. Except as provid
below, a benefit payable in a form other than aight life annuity must be adjusted to an actugrieduivalent straight life annuity before
applying the limitations of this Section 5.04. Effige for Limitation Years beginning on or aftemdary 1, 1995 the interest rate assumption
used to determine actuarial equivalence will beeined using the assumptions set forth in Sedti6@(b) or an interest rate of 5% and the
mortality table specified in Section 417(e)(3) lné tCode, whichever produces the larger straigh@lifnuity; and in the event the benefit is
payable in a lump sum the 5% interest rate wiltdpaced by the rate on 3@ar Treasury Constant Maturities for the monthNo¥ember prio
to the Plan Year of distribution. The Annual Behdfies not include any benefits attributable to Exyge contributions or rollover
contributions, or the assets transferred from difipthplan that was not maintained by the Employéwo actuarial adjustment to the benefit is
required for (a) the value of a
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qualified joint and survivor annuity, (b) the valakbenefits that are not directly related to extient benefits (such as the qualified disability
benefit, pre-retirement death benefits, and pastraent medical benefits), and (c) the value dftpgetirement cost-dfving increases made
accordance with Section 415(d) of the Code andi@e&t415-3(c)(2)(iii) of the Federal Income Taxdréations.

(i) COMPENSATION: A Participant's earned incomegges, salaries, and fees for professional sendcesother amounts received for
personal services actually rendered in the coursenployment with the Employer maintaining the P{acluding, but not limited to,
commissions paid salesmen, compensation for sereicehe basis of a percentage of profits, comonisson insurance premiums, tips and
bonuses), and excluding the following:

(A) Employer contributions to a plan of deferredrgensation which are not included in the Employgeiss income for the taxable year in
which contributed, or any distributions from a ptafrdeferred compensation;

(B) Amounts realized from the exercise of a nonifjeal stock option, or when restricted stock (ooperty) held by the Employee either
becomes freely transferable or is no longer sultgeatsubstantial risk of forfeiture;

(C) Amounts realized from the sale, exchange oerodisposition of stock acquired under a qualiBeatk option; and

(D) Effective for limitation years beginning aftBecember 31, 1997, earnings shall include (i) degtize deferral as defined in Code Section
402(9)(3), and (ii) any amount which is contributeddeferred by the Employee at the election ofatmployee and which is not includible in
the gross income of the employee by reason of Gad#ion 125, or, effective January 1, 2001, anyutsonot includible in the gross income
of the employee by reason of Section 132(f)(4hefCode.

Compensation for any limitation year is the compiogs actually paid or includible in gross incomeidg such year.
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(iv) DEFINED BENEFIT DOLLAR LIMITATION: $90,000. Efective on January 1, 1988, and each January tiereghe $90,000 limitation
above will be automatically adjusted by multiplyisgch limit by the cost. of living adjustment facfwescribed by the Secretary of the
Treasury under

Section 415(d) of the Code in such manner as theeey shall prescribe. The new limitation willphpto Limitation Years ending within the
calendar year of the date of the adjustment.

(v) DEFINED BENEFIT FRACTION: A fraction, the nunegor of which is the sum of the Participant's pctge Annual Benefits under all the
defined benefit plans (whether or not terminatedjntained by the Employer, and the denominatortitivis the lesser of one hundred
twenty-five percent (125%) of the dollar limitatidietermined for the Limitation Year under Sectidda§(b) and (d) of the Code and in
accordance with Section 5.04(d)(x)(B) below or bnadred forty percent (140%) of the Participanighést Average Compensation, includ
any adjustments under Section 415(b) of the Code.

Notwithstanding the above, if the Participant wdagticipant as of the first day of the first Liatibn Year beginning after December 31, 1¢
in one or more defined benefit plans maintainedhigyEmployer which were in existence on May 6, 1986 denominator of this fraction will
not be less than one hundred twenty-five perce2&¥d) of the sum of the Annual Benefits under suampwhich the Participant had accrued
as of the close of the last Limitation Year begmgnbefore January 1, 1987, disregarding any chaingbe terms and conditions of the Plans
after May 5,1986. The preceding sentence appligsibihe defined benefit plans individually andtime aggregate satisfied the requiremen
Code Section 415 for all Limitation Years beginnbefore January 1, 1987.

Effective January 1, 2000, the provisions of thissection (v) shall no longer be applicable.

(vi) DEFINED CONTRIBUTION FRACTION: A fraction, theumerator of which is the sum of the Annual Adxtis to the Participant's
account under all the defined contribution plankdther or not terminated) maintained by the Empidgethe current and all prior Limitation
Years, (including the annual additions attributabl¢éhe Participant's nondeductible Employee cbations to this and all other defined benefit
plans, (whether or not terminated) maintained leyEmployer, and the Annual Additions attributaldeli welfare benefit funds, as defined in
Section 419(e) of the

-26-



Code or individual medical accounts, as define8eation 415(1)(2) of the Code, maintained by theeyer), and the denominator of whicl
the sum of the Maximum Aggregate Amounts for therent and all prior Limitation Years of service wihe Employer (regardless of whether
a defined contribution plan was maintained by thep®Byer).

The Maximum Aggregate Amount in any Limitation Yésthe lesser of one hundred twenty-five percgéb (%) of the dollar limitation in
effect under Section 415(c)(1)(A) of the Code antyhfive percent (35%) of the Participant's Comgation for such year.

The Annual Addition for any limitation year begingibefore January 1, 1987, shall not be recompoté@at all Employee contributions as
Annual Additions.

Effective January 1, 2000, the provisions of thibsection (vi) shall no longer be applicable.

(vii) EMPLOYER: For purposes of this Article, Empler shall mean the Employer that adopts this Rlad,all members of a controlled group
of corporations (as defined in Section 414(b) ef @ode, as modified by Section 415(h)), all commauintrolled trades or businesses (as
defined in

Section 414(c) as modified by Section 415(h)),féliaed service groups (as defined in Section @1y} of which the adopting Employer is a
part, and any other entity required to be aggrebaith the Employer pursuant to regulations undssti®n 414(o) of the Code.

(viii) HIGHEST AVERAGE COMPENSATION: The averageropensation for the three consecutive Years of S8emwith the Employer that
produces the highest average.

(ix) LIMITATION YEAR: The Plan Year.

(x) MAXIMUM PERMISSIBLE AMOUNT:

(A) The lesser of the Defined Benefit Dollar Lintitan or one hundred percent (100%) of the PartiipaHighest Average Compensation.
(B) If the Participant has less than ten (10) ye&sarticipation with the Employer, the Definedrigdit Dollar Limitation is reduced by
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one-tenth (1/10) for each year of participationgart thereof) less than ten (10).

To the extent provided in regulations or in otheidgnce issued by the Internal Revenue Serviceyriageding sentence shall be applied
separately with respect to each change in the hestiefcture of the Plan. If the Participant hassléhan ten (10) Years of Credited Service with
the Employer, the Compensation limitation is redliog one-tenth (1/10) for each Year of Credited/BBer(or part thereof) less than ten (10).
The adjustments of this

Section (B) shall be applied in the denominatathef Defined Benefit Fraction based upon Years ofi€e. Years of Service shall include
future years occurring before the Participant'sidrRetirement Age. Such future years shall inclindeyear which contains the date the
Participant reaches Normal Retirement Age, onliygn be reasonably anticipated that the Partitipéll receive a Year of Credited Service
for such year.

(C) If the annual benefit of the Participant comeesnbefore the Participant's Social Security Retn Age, but on or after age sixtye (62)
the Defined Benefit Dollar Limitation as reducedué, if necessary, shall be determined as follows:

(1) If a Participant's Social Security RetiremeigeAs sixty-five (65), the dollar limitation for befits commencing on or after age sixty-two
(62) is determined by reducing the Defined Bergfitlar Limitation by five ninths (5/9) of one pertg(1%) for each month by which benefits
commence before the month in which the particigdtains age sixty-five (65).

(2) If a Participant's Social Security RetiremeigeAs greater than sixty-five (65), the dollar kiation for benefits commencing on or after age
sixty-two (62) is determined by reducing the Defirgenefit Dollar Limitation by five ninths (5/9) @ine percent (1%) for each of the first
thirty-six

(36) months and five twelfths (5/12) of one perddnt) for each of the additional months (up torttyefour (24) months) by which benefits
commence before the month of the Participant'seb&acurity Retirement Age.
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(D) If the Annual Benefit of a Participant commesqeior to age sixty-two (62), the Defined Ben&fdllar Limitation shall be the actuarial
equivalent of an Annual Benefit beginning at ageysiwo

(62), as determined above, reduced for each montthich benefits commence before the month in witheéhParticipant attains age sixty-two
(62). Effective for Limitation Years beginning onafter January 1, 1995, to determine actuariaivadgnce, the assumption specified in
Section 1.02(c) or an interest rate of 5% per ananchthe mortality table specified in Code Secti@ii(e)(3), whichever produces the larger
reduction in the Defined Benefit Dollar Limitatiahall be used.

(E) If the Annual Benefit of a Participant commesedter the Participant's Social Security Retiretwage, the Defined Benefit Dollar
Limitation, as reduced in (B) above, if necessahgll be adjusted so that it is the actuarial emjeivt of an Annual Benefit of such dollar
limitation beginning at the Participant's Sociat@dty Retirement Age. Effective for Limitation Yesabeginning on or after January 1, 1995, to
determine actuarial equivalence, the assumptiofostin

Section 1.02(d) or an interest rate of 5% and thetatity table specified in Code Section 417(e){8jchever produces the smaller increase in
the Defined Benefit Dollar Limitation shall be used

(xi) PROJECTED ANNUAL BENEFIT: The Annual Benefis @efined in
Section (d)(ii), to which the Participant would &etitled under the terms of the Plan assuming:

(A) The Participant will continue employment uritibrmal Retirement Age under the Plan (or curreset, #dater), and

(B) the Participant's Compensation for the curtémitation Year and all other relevant factors usedetermine benefits under the Plan will
remain constant for all future Limitation Years.

(xii) SOCIAL SECURITY RETIREMENT AGE: Age sixty-fig (65) in the case of a Participant attaining agty-$wo (62) before January 1,
2000 (i.e., born before January 1, 1938), age siuty(66) for a Participant attaining age sixty-two
(62) after December 31, 1999, and before Janua2@17 (i.e., born after December 31, 1937, butteedanuary 1, 1955), and age sixty-
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seven (67) for a Participant a
after December 31, 2016 (i.e.,
1954).

(xiii) YEAR OF PARTICIPATION: The Par

with a Year of Participation (

of a- year) for each accrual C
the following conditions are m
credited with a Period of Serv
purposes, required under the t
accrue a benefit for the accru
(2) the Participant is include
eligibility provisions of the

of the accrual Computation Per
are met, the portion of a Year
the Participant shall equal th
service credited to the Partic
Computation Period. A Particip
totally disabled within the me
for an accrual Computation Per
Participation with respect to

a Participant to receive a Yea
thereof) for an accrual Comput
be established no later than t
Computation Period. In no even
Participation be credited for

ttaining age sixty-two (62)
born after December 31,

ticipant shall be credited
computed to fractional parts
omputation Period for which
et: (1) The Participant is

ice for benefit accrual

erms of the Plan in order to
al Computation Period, and
d as a Participant under the
Plan for at least one (1) day
iod. If these two conditions
of Participation credited to
e amount of benefit accrual
ipant for such accrual

ant who is permanently and
aning of Plan Section 9.06
iod shall receive a Year of
that period. In addition, for

r of Participation (or part
ation Period, the Plan must
he last day of such accrual
t will more than one Year of
any 12-month period.

5.05 REQUIRED BENEFIT COMMENCEMENT

Notwithstanding the Delayed Retirement provi
who remains employed beyond his Required Beg
Article VIII), must begin to receive the min

under Article VIII. Such Participant's benef

each calendar year following the initial req

basis of his Average Monthly Compensation an
January 1, but in no event less than the ben
recalculation.

sions above, each Participant
inning Date (as defined in
imum distributions required

it shall be recalculated for
uired distribution on the

d Credited Service as of each
efit amount paid prior to the
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ARTICLE VI

JOINT AND SURVIVOR AND PRERETIREMENT

6.01 AUTOMATIC JOINT AND SURVIVOR ANNUITY

@)

(b)

(©

Unless an optional form of benefit is select
VII, pursuant to a qualified election descri
the 90-day period ending on the Annuity Star
Participant's vested Accrued Benefit will be
automatic joint and survivor annuity and an
vested Accrued Benefit will be paid in the f
annuity with 120 monthly payments certain. T
have such annuity distributed upon attainmen
age under the Plan.

An "automatic joint and survivor annuity" is
transferable annuity for the life of the Par
annuity for the life of the Spouse which is
amount of the annuity which is payable durin
Participant and the Spouse and which is the
Normal Form of Retirement Benefit.

A Participant's "earliest retirement age" is
under the Plan, the Participant could elect
benefits.

6.02 QUALIFIED ELECTION

A Participant may waive the automatic joint

described in Section 6.01 only if:

(a) the Participant's Spouse consents in writintpéoelection;

(c) the Spouse's consent acknowledges the effébhedadlection; and
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ed, as described in Article
bed in Section 6.02, within
ting Date, a married

paid in the form of an
unmarried Participant's
orm of an immediate life
he Participant may elect to
t of the earliest retirement

an immediate non
ticipant with a survivor
fifty percent (50%) of the
g the joint lives of the
Actuarial Equivalent of the

the earliest date on which,
to receive retirement

and survivor annuity

(b) with the exception of a life annuity the electidesignates a specific alternate Beneficiarnjuding any class of Beneficiaries or any
contingent Beneficiaries, which may not be changitout spousal consent, or the Spouse expressigifsedesignations by the Participant
without any further spousal consent;

(d) the Spouse's consent is witnessed by a plargeptative or notary public. Additionally, a Paiggant's waiver of the qualified joint and
survivor annuity will not be effective unless tHedion designates a form of benefit payment



which may not be changed without spousal consernheospouse expressly permits designations bpdhtécipant without any further spousal
consent.

If it is established to the satisfaction of the Qoittee that such written consent may not be obthberause there is no Spouse or the Spouse
cannot be located, a waiver will be deemed a dadlélection.

Any consent by a Spouse obtained under this pavi@r establishment that the consent of a Spowsenot be obtained) shall be effective
only with respect to such Spouse. A consent thahpe designations by the Participant without aeguirement of further consent by such
Spouse must acknowledge that the Spouse has titaaiimit consent to a specific Beneficiary, amndpecific form of benefit where
applicable, and that the Spouse voluntarily electelinquish either or both of such rights. A reation of a prior waiver may be made by a
Participant without the consent of the Spouse watiame prior to the commencement of benefits. Tamber of revocations shall not be limit
No consent obtained under this provision shall @&wnless the Participant has received notigeragided in subsection (e) belo

(e) The Committee shall provide each Participantiess than thirty
(30) days and no more than ninety (90) days padhé payment commencement date, a written exjtanat:

(i) the terms and conditions of an automatic j@intl survivor annuity;

(ii) the Participant's right to make and the effefcan election to waive the automatic joint andvawor annuity form of benefit;
(iii) the rights of a Participant's Spouse;

(iv) the right to make, and the effect of, a revamaof a previous election to waive the automgint and survivor annuity; and
(iv) the relative values of the various optionainis of benefit under the Plan.

The benefit commencement date for a distributioa farm other than a Qualified Joint and Survivemdity may be less than 30 days after
receipt of the written explanation of the Qualifigmint and Survivor Annuity, provided: (i) the Reigant has been provided with information
that clearly indicates that the employee has at [8@ days to consider whether to waive the Qedifloint and Survivor Annuity and elect
(with spousal consent) to a form of distribution
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other than a Qualified Joint and Survivor Annuffi); the Participant is permitted to revoke anyiraffative distribution election at least until t
benefit commencement date or, if later, at any fomer to the expiration of the 7-day period thaglns the day after the explanation of the
Qualified Joint and Survivor Annuity is providedttee Participant; and (iii) the benefit commencehuie is a date after the date the written
explanation was provided to the Participant.

6.03 QUALIFIED PRERETIREMENT SURVIVOR ANNUITY

(a) If a vested Participant dies after the earliestement age, but prior to the Annuity StartiDgte, such Participant's surviving Spouse, if any,
will receive the same benefit that would be payéililee Participant had retired with an immediatéoanatic joint and survivor annuity, as
defined in Section 6.01(b), payable on the dayfeeoich Participant's death.

(b) The surviving Spouse may elect to commence gaymnder such annuity on the first day of any madter the Participant's death. The
actuarial value of benefits which commence latantthe date on which payments would have been modtie surviving Spouse under an
automatic joint and survivor annuity commencinghat Participant's earliest retirement age undePtha in accordance with this provision
shall be adjusted to reflect the delayed payment.

(c) If a vested Participant dies on or before thdiest retirement age, the Participant's survivipguse (if any) will receive the same benefit
that would be payable if the Participant had:

(i) separated from service on the date of deatlléte of separation from service, if earlier),

(ii) survived to the earliest retirement age,

(iii) retired with an immediate qualified joint asdirvivor annuity at the earliest retirement age a
(iv) died on the day after the earliest retiremesg.

(d) Subject to the provisions of Section 8.04 &f FHan, a surviving Spouse will begin to receivgnpants at the Participant's earliest retiren
age. Benefits commencing after the Participantiesaretirement age will be the Actuarial Equisall of the benefit to which the surviving
Spouse would have been entitled
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if benefits had commenced at the earliest retirédraga under an immediate automatic joint and sonénnuity.

(e) Before the commencement of a retirement bengdidn the death of

() a Vested Participant subsequent to terminatioemployment

(i) a Retired Participant who had elected to défiercommencement of his retirement benefit, grdiParticipant for whom the
commencement of benefits had been deferred, amatitojoint and survivor annuity with 50% of suaimaity continued to his Spouse
commencing on the earliest commencement date. Bvant shall the benefit provided to the Spouselimmefit which may be provided from
the applicable portion of e accumulation value uraddeferred annuity payable upon the Participaieiégh before the commencement of a
retirement benefit. For Retired Participants incidance with Subsection (ii) above, the applicgodion shall be 100% of the accumulation
value and for Participants in accordance with Scifise (i) and (iii) above, 50% of the accumulatizaiue.

In lieu of the benefits described in the above gaaph, the Participant may elect to provide forghgment of the portion of the accumulation
value under the deferred annuity payable upon deathy designated Beneficiary, provided the Pigditt's Spouse consents to such election.
In the absence of a surviving Spouse or desigrizg¢eeficiary, the death benefit shall be paid toRheticipant's estate. In the event of the
Participant's death before the purchase of theignoontract, benefits will be provided as if thenaiity had been purchased on the day before
the Participant's death.

6.04 QUALIFIED ELECTION
(a) A Participant may waive the 100% joint and $towannuity with his Spouse as Beneficiary in ademce Section 6.03(e) only if:
(i) the Participant's Spouse consents in writintheoelection;

(i) the election designates a specific alternaadiciary, including any class of Beneficiariesaoly contingent Beneficiaries, which may not
be changed without spousal consent, or the Spoysessly permits designations by the Participatitovit any further spousal consent;

(iii) the Spouse's consent acknowledges the effettte election; and
(iv) the Spouse's consent is witnessed by a plaresentative or notary public.
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If it is established to the satisfact

such written consent may not be obtai
Spouse or the Spouse cannot be locate
qualified election. Any consent by a
provision (or establishment that the

be obtained) shall be effective only

A consent that permits designations b
requirement of further consent by suc
that the Spouse has the right to limi
Beneficiary, and a specific form of b
that the Spouse voluntarily elects to
such rights. A revocation of a prior
Participant without the consent of th

the commencement of benefits. The num
be limited. No consent obtained under
valid unless the Participant has rece
6.05 below.

6.05 NOTICE REQUIREMENTS

The Committee shall provide each Participant
for such Participant, a written explanation
preretirement survivor annuity in such terms
would be comparable to the explanation provi
requirements applicable to an automatic join
Section 6.02(e). The applicable period for a
the following periods ends last:

(@) the period beginning with the first d
the Participant attains age thirty-tw
close of the Plan Year preceding the
Participant attains age thirty-five (

(b) areasonable period ending after the
Participant;

(c) areasonable period ending after this
Participant.

Notwithstanding the foregoing, notice must b
reasonable period ending after separation of
Participant who separates from service befor
(35).

For purposes of the preceding paragraph, a r
the enumerated events described in (b) and (
year period beginning one (1) year prior to
occurs and ending one (1) year after that da
Participant who separates from service befor
thirty-five (35) is attained, notice shall b

year period
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d, a waiver will be deemed a
Spouse obtained under this
consent of a Spouse may not
with respect to such Spouse.
y the Participant without any
h Spouse must acknowledge
t consent to a specific

enefit where applicable, and
relinquish either or both of
waiver may be made by a

e Spouse at any time prior to
ber of revocations shall not
this provision shall be

ived notice as provided in

within the applicable period
of the qualified

and in such a manner as
ded for meeting the

t and survivor annuity in
Participant is whichever of

ay of the Plan Year in which
0 (32) and ending with the
Plan Year in which the

35);

individual becomes a

Article first applies to the

e provided within a
service in case of a
e attaining age thirty-five

easonable period ending after
c) is the end of the two (2)
the date the applicable event
te. In the case of a

e the Plan Year in which age
e provided within the two (2)



beginning one (1) year prior to separation a nd ending one (1) year after
separation. If such a Participant thereafter returns to employment with
the Employer, the applicable period for such Participant shall be
redetermined.
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ARTICLE VII

OPTIONAL METHODS OF RETIREMENT

7.01 OPTIONAL ELECTIONS

Each vested Participant whose Accrued Benefi
excess of three thousand five hundred dollar
right, at any time and from time to time pri
retirement benefit hereunder, to elect to ha
payable under any one of the options hereina
Section in lieu of the retirement benefit ot

the provisions of the Plan. The amount of an
shall be the Actuarial Equivalent of the Nor
Benefit otherwise payable to such Participan
such an election by written request to the C
will be subject to the spousal consent requi

(a) JOINT AND SURVIVOR OPTION: A married
receive a monthly retirement benefit
Participant and have either fifty per
percent (100%) of such monthly retire
the Participant's death to a Continge
the remaining lifetime of the Conting
within the restrictions contained in

(b) LUMP-SUM OPTION: Prior to October 1,
eligible for Early or Normal Retireme
lieu of any other benefits hereunder,
representing the Actuarial Equivalent
Benefit under the Plan. On or after O
who is eligible for Early or Normal R
receive a lump sum payment representi
of the Participant's Accrued. Benefit
September 30, 1995, in addition to th
Benefit earned on and after October 1
payment provided under the Plan.

(c) PERIOD CERTAIN OPTION: A Participant
monthly retirement benefit during the
payments guaranteed for one hundred e
Participant who has elected this opti
specified number of payments, such pa
a Beneficiary designated by the Parti
payments made are equal to the guaran

-37-

PAYMENTS

t has a present value in

s ($3,500), shall have the

or to the commencement of a
ve such retirement benefit
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ommittee and such an election
rement of Article VI.
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during the lifetime of the
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ment benefit continued after
nt Annuitant or Spouse during
ent Annuitant or Spouse
Section 8.04(b)(ii).

1995, a Participant who is
nt may elect to receive, in

a lump sum payment

of the Participant's Accrued
ctober 1, 1995, a Participant
etirement may elect to

ng the Actuarial Equivalent
under the Plan as of

e Participant's Accrued

, 1995 in another form of

may elect to receive a
Participant's lifetime, with
ighty (180) months. Should a
on die before receiving the
yments shall be continued to
cipant until the total

teed number.



(d) A Participant may elect to receive a monthiyreenent benefit under any optional form availalheler the Plan prior to the effective date of
this restated Plan of that portion of his benefitacrued through such effective date.

Notwithstanding the above, the Joint and 100% Son®ption as described in subsection (a) heredftae one hundred eigh
(180) month Period Certain Option as describedibssction (c) hereof are not available to Partitipavho are eligible for a Disability
Retirement.

7.02 LIMITATION ON OPTIONAL ELECTIONS

(a) Payments under any optional retirement bepéditted under the provisions of Section 7.01 heskafl be subject to the distribution period
restrictions of Sections 8.03 and 8.04.

(b) A Participant may not elect irrevocably befogirement any option which would with certaintyypal or part of his non-forfeitable interest
to a designated Beneficiary after the Participateath.

(c) Any annuity contract distributed by the Planstnibe nontransferable.
(d) Once distributions under an optional form ohé&# have begun, such form of payment shall bevocable.

(e) If a Participant's benefits are required to omnce in accordance with Article VIII, such Pag#it shall make an irrevocable election as to
the optional form of payment. All such benefitsisba paid directly from the Trust Fund. Subjec&ection 6.01 the options available will
include options available to retirees in accordamite Section 7.01. Upon subsequent terminatioarnployment for any reason, the optional
form previously elected will remain in effect.

(f) The distribution of a lump sum payment or amaity to the

Participant or his Beneficiary will ¢ onstitute the complete
discharge of all obligations of the P lan.

7.03 DEFERRED ANNUITY PURCHASE

A deferred annuity shall be purchased on beh alf of

(a) a Vested Participant;
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(b) a Retired Participant who makes an electiotheer commencement of his retirement benefit iroed@nce with Section 4.07 or 7.02(e);

(c) a Participant's Spouse entitled to deferrecfisnin accordance with Article VIII or who makas election to defer commencement in
accordance with Article VIII.

The retirement benefit under the deferred annuityimitially be payable under the Normal Form oéfement Benefit or one of the optional

forms under Section 7.01, as elected by the Ppatiti Subject to Section 6.01, a Participant meajore the commencement of his retirement
benefit, change such optional form to any othemfof retirement benefit available under the annuitgluding those available under Section
7.01 and the Normal Form of Retirement Benefitfitiyg a request with the insurance company andpgimg with the terms and provisions

of such annuity.

If a deferred annuity is purchased on behalf o&di€ipant or Beneficiary, a lump sum distributisimall not be permitted at any later date.
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ARTICLE VI
REQUIRED COMMENCEMENT OF BE
8.01 GENERAL RULES
The terms of the Watts Industries, Inc. Pens

determining required distributions as requir
the Code.
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ARTICLE IX

BENEFITS ON TERMINATION OF EMPLOYMENT AND RET  IREMENT UPON DISABILITY

9.01 TERMINATION GENERALLY

All rights of a Participant to all benefits under the Plan will cease
upon his termination of employment with the Employer prior to
satisfaction of the conditions for retiremen t set forth in Article IV of
the Plan, for a reason other than death, exc ept as otherwise provided in
the following Sections of this Article. The only benefits of any kind
payable under any of the provisions of the P lan in the event of the death
of a Participant prior to commencement of hi s retirement benefit are
those provided in Article VI and Article VII hereof.

9.02 CONDITIONS FOR VESTED RETIREMENT BENEFITS

If a Participant is in the employment of the Employer on the date he
attains Normal Retirement Age, he shall have a one hundred percent (100%)
vested interest in his Accrued Benefit. If t he Participant terminates
employment with the Employer at any time pri or to his Normal or Early
Retirement Date, other than by death or Disa bility, the Participant shall

have a vested interest in his Accrued Benefi t equal to the percentage
determined in accordance with the following schedule on the basis of his

Years of Service:

NUMBER OF YEARS PERCENTAGE OF ACC RUED BENEFIT
Less than 5 full years 0%
5 full years 100%

9.03 AMOUNT OF VESTED RETIREMENT BENEFIT

(a) A terminated vested Participant shall receigeAtcrued Benefit, determined as provided in 8éstion 9.03, commencing on his Normal
Retirement Date. The amount of monthly retirememtdiit payable shall be determined in the mannaviged in Section 5.01 with years of
Credited Service and Average Monthly Compensatiterntined as of the date of his termination of ewyplent.

(b) If a Participant satisfies the requirementtf@@ commencement of benefits prior to his NormalrBement Date in accordance with the
provisions of Section 4.03(b) the amount of suahspen shall be the vested amount provided in Se&i62 reduced in accordance with the
provisions of Section 1.02.
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9.04 SINGLE SUM PAYMENT OF VALUE OF VESTED RETIREME BENEFITS

(a) Upon a Participant's termination of Service, @ommittee shall direct the Trustee to pay hing §ingle sum, an amount equal to the
Actuarial Equivalent value, as of the date of paghwe the vested Accrued Benefit payable in lie@oy other form of such retirement benefit,
provided the amount of such Actuarial Equivalemasin excess of $3,500 ($5,000, effective Octdher001). The Actuarial Equivalent value
of such cash out shall be determined in accordatitbethe provisions of Section 1.02 of the Plane tonvested portion of a Participant's
Accrued Benefit, if any, shall be treated as adfitufe upon such cash out. For purposes of thiid@edf the Actuarial Equivalent value of a
Participant's vested Accrued Benefit is zero, thei€ipant shall be deemed to have received ailgiston of such vested benefit.

(b) If a Participant receives or is deemed to nexai distribution pursuant to this Section at atinhen his Accrued Benefit was not fully
vested and the Participant resumes covered emplaymeer the Plan, he shall have the right to redtes Employer-derived Accrued Benefit
(including all optional forms of benefits and sutigs relating to such benefits) to the extent ftefeupon the repayment to the Plan of the full
amount of the distribution plus interest, compouhdanually from the date of distribution at theeraf five percent (5%). Such repayment n
be made not later than five (5) years after thet flate on which the Participant is subsequendynoyed by the Employer.

(c) If a Participant receives or is deemed to nexeai cashout under

paragraph (a) above, then all Periods of Service for which he

receives payment shall be disregarded
accrual unless he makes the repayment
(b)above.

9.05 PARTICIPANT AND SPOUSAL CONSENT FOR IMMEDIAT

If the present value of a Participant's vest
(or at any time of any prior distribution ex
hundred dollars ($3,500), and the Accrued Be
distributable, the Participant and the Parti
either the Participant or the Spouse has die
to any distribution of such Accrued Benefit.
Participant and the Participant's Spouse sha
within the 90-day period ending on the Annui
Committee shall notify the Participant and t
the right to defer any distribution until th
Benefit is no longer immediately distributab
include a general description of the
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material features, and an explanation of the
optional forms of benefit available under Ar
manner that would satisfy the notice require
417(a)(3), and shall be provided no less tha
more than ninety (90) days prior to the Annu
Notwithstanding the foregoing, only the Part
commencement of a distribution in the form o
Survivor Annuity, described in Section 6.01
Accrued Benefit is immediately distributable
Participant nor the Participant's Spouse sha
that a distribution is required to satisfy S

415 of the Code. An Accrued Benefit is "imme
part of the Accrued Benefit could be distrib
surviving Spouse) before the Participant att
if not deceased) the later of Normal Retirem
(62).

Notwithstanding the foregoing, the failure o
consent to a distribution while a benefit is
shall be deemed to be an election to defer ¢
sufficient to satisfy this Section.

9.06 DISABILITY TERMINATION

(a) A Participant shall be eligible for a
defined in Section 4.04 if he has inc
unavoidable cause, a total and perman
Article |. Disability shall be deemed
unavoidable cause unless it was contr
while the Participant was engaged in
or resulted from a deliberate self-in

(b) Upon a Participant's retirement under
Participant shall be automatically en
retirement benefit, commencing on the
following his date of Disability, and
of each month thereafter during his |
retirement benefit shall be equal to
the same manner as the monthly retire
retirement at the Normal Retirement D
Average Monthly Compensation and Cred
the date of his Disability Retirement
factors described in Article | for Ea
the Disability Retirement commences p
multiplied by his full Years of Servi
above. Upon the election of the Parti
under this Section 9.06 may be paid i
retirement payment as provided in Sec
the limitations
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first day of the month
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()

therein for Disability Retirement and
consent provisions of Article VI.

Benefits payable under this Section 9
benefits payable under any other Sect
however, any loss of rights to benefi
shall not deprive a Participant of an
otherwise be entitled to receive unde

If a Participant loses all rights to
Section 9.06 because, prior to his No
total and permanent Disability has ce
resumes employment for the Employer i
cessation of such Disability, then au
resumption of employment he shall res
Plan. The benefits to which such Part
entitled, however, will be reduced by
Actuarial Equivalent of any benefits
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ARTICLE X

FUNDING

10.01 CONTRIBUTIONS BY PARTICIPANTS

No contributions by Participants will be req
Plan.

10.02 CONTRIBUTIONS BY EMPLOYER

@)

(b)

The cost of all benefits payable unde
the Employer. The Employer shall esta
for funding such cost so that such po
funded consistent with Federal law. C
shall be paid to a Trustee or Life In
and in such amounts as shall be deter
under the advice of an actuary, who s
by the United States Government in ac
Title IIl of the Employee Retirement
as amended. All contributions shall b
only for the benefit of the Participa
Annuitants, Spouses and/or Beneficiar
liabilities for benefits under the PI
the. event of severance of employment
reason, shall be used in the determin
Contributions made immediately follow
a reduction in such contributions and
to increase any of the benefits under

In addition to its contributions, the
all the administrative expenses of th
retainers of the Plan's Trustee, actu
consultant, administrator, or other s
or Trust Fund remains in effect. If t
or part of such expenses, the Trustee
from the Trust Fund. All expenses dir
investments of the Trust Fund, includ
commissions, and registration charges
Fund.

10.03 FUND

The Employer, in order to establish a fund f
the Plan, has entered into a Trust Agreement
the contributions are held, invested and app
benefits hereunder. The Trust Agreement shal
reservations as to investments, reinvestment
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ation of Employer

ing such forfeiture to effect
shall in no event be applied
the Plan.

Employer may elect to pay
e Plan and all fees and

ary, accountant, counsel,
pecialist so long as the Plan
he Employer does not pay all
shall pay these expenses
ectly relating to the

ing taxes, brokerage

must be paid from the Trust

or payment .of benefits under
with the Trustee, whereby
lied to the payment of

| contain such powers and

, control and



disbursements of the funds, and such other p
provisions of the Plan and its nature and pu
upon and set forth therein. The Trustee shal
terms of such agreement, accept and receive
from time to time by the Employer and shall
manage and administer such moneys and the in
and income thereof as a fund for the exclusi
Participants and their Contingent Annuitants
Beneficiaries. In no event shall it be possi
satisfaction of all liabilities, fixed or co

any part of the assets of the Trust Fund, wh
be used for, or diverted to, purposes other
Trustee shall not have the power to inquire
amounts tendered to it as required by the PI
payment of any contributions hereunder.
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ARTICLE XI

ADMINISTRATION

11.01 ASSIGNMENT OF ADMINISTRATIVE AUTHORITY

The Board shall appoint a Committee the memb
officers or other Employees, or any other in
appointed by and serve at the pleasure of th

by written resignation to the Board and Comm
virtue of resignation, death or otherwise, s

The members of the Committee shall exercise
as fiduciaries, having due regard for the st
would exercise under similar circumstances.

in the discussion or vote on any matter rega

11.02 ORGANIZATION AND OPERATION OF COMMITTEE

The Committee shall hold meetings upon such
places and at such time or times, as the Com
time, determine. The Committee shall act by
the time in office, and such action may be t
meeting or in writing without a meeting. The
one or more of its members to execute any do
of the Committee, in which event the Committ
in writing of such action and the name or na

so designated. Committee directions to the T
manner consistent with the terms of the appl
Committee may adopt such bylaws and regulati
the conduct of its affairs. It may appoint s
members of the Committee, as it may deem nec
performance of it's duties, and may delegate
and duties, whether ministerial or discretio
deem expedient or appropriate. The compensat
fixed by the Committee within limits set by
appointed by the Committee pursuant to this
be bound by the same powers and duties accor
Section 11.03.

11.08 POWERS AND DUTIES

The Committee shall administer the Plan in a
pursuant to uniform rules of procedure; it s
authority and responsibility for administrat
Committee shall interpret the Plan and shall
participate and, all questions arising in th
interpretation, and application of the Plan.
benefits under the Plan by the Trustee shall

47-
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dividuals, who shall be

e Board. A member may resign,
ittee. Vacancies arising by

hall be filled by the Board.

their duties on the Committee
andards that a prudent man

No member shall participate
rding his own benefit.

notice, at such place or

mittee may, from time to

a majority of its members at
aken either by a vote at a
Committee may authorize any
cument or documents on behalf
ee shall notify the Trustee

mes of its member or members
rustee must be performed in a
icable Trust Agreement. The
ons as it deems desirable for
uch agents who need not be
essary for the effective

to such agents such powers
nary, as the Committee may
ion of such agents shall be

the Board. Any delegates
Section 11.02 shall enjoy and
ded to the Committee by

ccordance with its terms and
hall have full discretionary
ion of the Plan. The
determine eligibility to

e administration,

All disbursements of



be made upon, and in accordance with, the wr
Committee. The decisions by the Committee up
scope of its authority shall be conclusive a

11.04 RECORDS AND REPORTS OF COMMITTEE

The Committee shall keep a record of all its
shall keep all such books of account, record
necessary for proper administration of the P
notify the Board of any action taken by the
shall notify any other interested person or

11.05 PAYMENT OF EXPENSES

The members of the Committee shall serve wit
services as such, but the Employer shall pay
for all expenses reasonably incurred by the
compensation of its agents.

11.06 DETERMINATION OF BENEFITS

(@) The Committee shall establish rules a
followed by the Participants, Spouses
in filing applications for benefits a
verifying proofs necessary to establi
Service, Average Monthly Compensation
required in order to establish the ri
with the Plan.

(b) The Committee shall receive all appli
receipt by the Committee of such an a
determine all facts which are necessa
the applicant to benefits under the p
amount thereof as herein provided. Up
will afford any applicant the right o
any finding of fact or determination.

(c) To enable the Committee to perform it
shall supply full and timely informat
matters relating to the retirement, d
termination of employment of all Part
pertinent facts as the Committee may
shall advise the Trustee of such of t
pertinent to the Trustee's administra
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11.07 ADDITIONAL COMMITTEE DUTIES

The Committee shall prepare and distribute t
expense of the Employer, and in such a manne
appropriate, information concerning the Plan

11.08 RELIANCE ON REPORTS

Members of the Committee and the Employer sh
all tables, valuations, certificates and rep
designated by the Board, upon all certificat
accountant selected or approved by the Board
counsel selected or approved by the Committe
any counsel selected or approved by the Boar
Committee and the Employer and its, officers
fully protected in respect to any action tak
reliance upon the advice or opinion of any s
physician or counsel, provided such actuary,
counsel was selected in a prudent manner, an
suffered shall be conclusive upon each of th
Contingent Annuitants, Spouses and/or Benefi

11.09 LIABILITY AND INDEMNIFICATION

The members of the Committee shall act as fi
of the provisions of the Plan, except with r
investing, reinvesting and managing the asse
with respect to all matters within their sco
men would act under like circumstances. The
shall be a fiduciary or fiduciaries solely w
investing, reinvesting and managing of the a
Nevertheless, the Employer shall indemnify t
with regard to any expense the Trustee may i
arising out of the performance of the duties
Plan or any liability that may arise with re
judgment or settlement arising from any resp
Plan, except' for any willful misconduct or
The Employer shall also indemnify any member
Employee of the Employer with regard to any
defending a suit arising out of the performa
upon them by this Plan or any liability that
the payment of any judgment or settlement fr
by this Plan, except for any willful miscond
faith.
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11.10 LIMITATION OF POWERS OF COMMITTEE

The Committee shall have no power in any way

subtract from any provision of the Plan with
Further, actions taken or instructions given
uniform in their nature and applicable to al

non-discriminatory manner.

11.11 CLAIM PROCEDURE FOR BENEFITS

(@) Any application for benefits or reque
with respect to benefits under the PI
Committee in writing by a Participant
communications will not be recognized
for benefits.

(b) The Committee shall provide adequate
Participant or Beneficiary whose clai
has been denied (i) setting forth the
denial, specific references to pertin
description of any material and infor
requested but not received by the Com
such Participant or Beneficiary that
determination must be in writing to t
period of time designated by the Comm
more than sixty (60) days after recei
must include a full description of th
of claim.

(c) If the Participant or Beneficiary fai
the Committee in writing within the p
Committee's adverse determination sha

(d) If an appeal is filed with the Commit
Beneficiary shall submit such issues
the Committee shall re-examine all fa
determination as to whether the denia
under the circumstances, and advise t
in writing of its decision and the sp
decision was based, within sixty (60)
written request, unless special circu
extension of such 60-day period.
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latest of:

ARTICLE Xl

AMENDMENT AND TERMINATION OF

12.01 AMENDMENT OF PLAN

@)

(b)

The Employer shall, by written resolution of
any time, and from time to time, to amend, i

all of the provisions of the Plan. However,
authorize or permit any part of the Fund (ot
required to pay taxes and administration exp
to purposes other than for the exclusive ben
their Contingent Annuitants, Spouses or Bene
shall cause any reduction in the amount of b
such amendment shall have accrued for the Pa
Contingent Annuitants, Spouses or Beneficiar
portion of the Fund to revert to or become p
except as provided in Section 12.02 hereof i
termination of the Plan; and no such amendme
duties or responsibilities of a Trustee may
party's written consent. No such amendment s
except that an amendment adopted during a Pl
one-half (2-1/2) months after the close of t
reduce the Accrued Benefit of any Participan
retroactively, but in no event shall the ret

of such amendment be earlier than the first

Furthermore, no amendment shall be made to t
Atrticle IX of the Plan which has the effect
nonforfeitable benefit to which the Particip
to in accordance with the provisions of Arti
his employment with the Employer on the date
to be effective, nor shall any amendment aff
in Article 1X of the Plan be made unless any
completed three (3) Years of Service on the
is to be effective, is allowed to elect to h
percentage computed under the prior vesting
who do not have one (1) Hour of Service in a
December 31, 1988, the preceding sentence sh
substituting "five (5)" for "three (3)" Year

The period during which the election may be
date the amendment is adopted or deemed to b

(i) sixty (60) days after the amendment is adopted;
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(ii) sixty (60) days after the amendment becoméscéfre; or
(iii) sixty (60) days after the Participant is issLwritten notice of the amendment by the Committee

(c) Any amendment to the Plan shall become effeaiiyon execution of an appropriate written instmpendertaken pursuant to authoriza
by the Board, except that for the purposes of this

Section 12.01, should the top heavy provisionseauftisn 15.01 become operative, the vesting schedBection 9.02 shall be deemed to have
been amended.

12.02 TERMINATION OF PLAN

(a) The Trust established under Article X hereb§lsbe an irrevocable Trust and the Employer etgpEccontinue the Plan indefinitely.
However, necessarily, the Employer by action ofBleard reserves the right to terminate the Plamgttime: If the Employer terminates the
Plan, or it is otherwise terminated, the Trustes|slontinue to administer the Fund in accordanith the provisions hereof. Under no
conditions, however, will any portion of the Furtchay time revert to or become the property ofEngployer except as provided in Subsection
(e) of this

Section 12.02. Upon termination or partial termimaiof the Plan, the rights of each Participanbimed in such termination to benefits accrued
to the date of such termination or partial ternmioratre nonforfeitable.

(b) However, any termination (other than a patgamination or an involuntary termination pursumSection 4042 of ERISA) must satisfy
requirements and follow the procedures outlineeinesind in Section 4041 of ERISA for a Standardhiieation or a Distress Termination.
Upon any termination (full or partial), all amoustsall be allocated in accordance with the prowisibereof and the Accrued Benefit, to the
extent funded as of such date, of .each affecteticipant shall become fully vested and shall matréafter be subject to forfeiture.

(c) STANDARD TERMINATION PROCEDURE

(i) The Administrator shall first notify all "afféed parties” (as defined in Section 4001(a)(21BRfSA) of the Employer's intention to
terminate the Plan and the proposed date of tetimm&Such termination notice must be providedeast sixty (60) days prior to the proposed
termination date. However, in the case of a stahttamination, it shall not be necessary to prowdeh notice to the Pension Benefit Guaranty
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Corporation (PBGC). As soon as practicable afterténmination notice is given, the Administratoakiprovide a follow-up notice to the
PBGC setting forth the following:

(A) a certification of an enrolled actuary of thejected amount of the assets of the Plan as gintygosed date of final distribution of assets,
the actuarial present value of the "benefit lidieiti" (as defined in Section 4001(a)(16) of ERISAYer the Plan as of the proposed termination
date, and confirmation that the Plan is projectele sufficient for such "benefit liabilities" aétbe proposed date of final distribution;

(B) a certification by the Administrator that thifarmation provided to the PBGC and upon whichahmolled actuary based his certification is
accurate and complete; and

(C) such other information as the PBGC may presdoipregulation. The certification of the enrolertuary and of the Administrator shall not
be applicable in the case of a plan funded exolgilby individual insurance contracts.

(i) No later than the date on which the follow-ngtice is sent to the PBGC, the Administrator shedlvide all Participants and Beneficiaries
under the Plan with an explanatory statement sgiagifeach such person's "benefit liabilities", Bemefit form on the basis of which such
amount is determined, and any additional infornratised in determining "benefit liabilities" that yniae required pursuant to regulations
promulgated by the PBGC.

(i) A standard termination may only take placaifthe time the final distribution of assets osctine Plan is sufficient to meet all "benefit
liabilities" determined as of the termination date.

(d) Upon termination of the Plan, benefits of migsParticipants shall be treated in accordance S&ittion 4050 of ERISA.
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12.03 LIMIT FOR 25 HIGHEST PAID EMPLOYEES

(a) In years beginning on or after January 1, 1292in the event of Plan termination, the bendfany Highly Compensated active or former
Employee is limited to a benefit that is nondisénatory under Section 401(a)(4).

For Plan Years beginning on or after January 121B@nefits distributed to any of the twenty-fidb) most Highly Compensated active and
former Highly Compensated Employees are restristath that the annual payments are no greater thamaunt equal to the payment that
would be made on behalf of the Employee under @esiife annuity that is the Actuarial Equivalerittbe sum of the Employee's Accrued
Benefit and the Employee's other benefits undePtha.

The preceding paragraph shall not apply if:

(i) after payment of the benefit to an Employeecdégd in the preceding paragraph, the value af psets equals or exceeds one hundred ter
percent (110%) of the value of current liabilitias,defined in Code Section 412(1)(7), or

(ii) the value of the benefits for an Employee dixsal above is less than one percent (1%) of theevaf current liabilities.

For purposes of this Section, benefit includes $aarexcess of the amount set forth in Code Se@®{p)(2)(a), any periodic income, any
withdrawal values payable to a living Employee, angl death benefits not provided for by insurance¢he Employee's life.

(b) Notwithstanding the otherwise applicable resiohs on distributions of benefits incident tolgd&lan termination, a Participant's otherwise
restricted benefit may be distributed in full uptepositing with an acceptable depository propeatyirtg a fair market value equal to one
hundred twenty-five percent (125%) of the amounicivtwould be repayable had the Plan terminatedherdaite of the lump sum distribution.

If the market value of the property held by the akory falls below one hundred ten percent (116%he amount which would be repayabl

the Plan were then to terminate, additional prgpeecessary to bring the value of the property bglthe depository up to one hundred twenty-
five percent (125%) of such amount will be depabite
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ARTICLE XIil

PARTICIPATING COMPANIE S

13.01 ADOPTION BY OTHER ENTITIES

Any corporation or other business entity may , by resolution of its own
governing body, and with the written approva | of the Board, adopt the
Plan and thereby become an Employer. Notwith standing the adoption of the
Plan by other entities, the Plan will be adm inistered as a single plan
and all Plan assets will be available to pay benefits to all Participants

under the Plan.

13.02 ACTUARIAL VALUATION
The Committee shall have the Plan's actuary make an annual actuarial
valuation with respect to the Plan to determ ine the contribution as
required in accordance with Article X.

13.03 RIGHT TO WITHDRAW (PLAN SPINOFF)

Each Employer having adopted the Plan shall have the right as of the last
day of any month to withdraw from “the Plan and/or Trust Agreement by
delivering to the Board, the Committee and t he Trustee written
notification from its own governing body of such action and setting forth
the date as of which the withdrawal shall be effective.
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ARTICLE XIV

MISCELLANEOUS

14.01 HEADINGS AND SUBHEADINGS

The headings and subheadings in the Plan hav
convenience of reference only and are to be
of the provisions hereof.

14.02 GENDER AND NUMBER

Wherever any words are used herein in the ma
construed as though they were also used in t
cases where they would so apply, and whereve
in the singular form they shall be construed
used in the plural form in all cases where t

14.03 PARTICIPANTS' RIGHTS: ACQUITTANCE

Neither the establishment of the Plan, nor a
the creation of the Fund, nor the payment of
construed as giving to a Participant or othe
equitable right against the Employer, or any
or a Trustee, or the Committee, except as he
circumstances shall the terms of employment
or in any way affected hereby.

14.04 RECEIPT OR RELEASE

Any payment to a Participant, Contingent Ann
or to their legal representatives, in accord

the Plan, shall to the extent thereof be in
claims hereunder against the Trustee, the Co
of whom may require such Participant, Contin
Beneficiary, or legal representative, as a ¢
payment, to execute a receipt and release th
be determined by a Trustee, the Committee or
be.

14.05 SPENDTHRIFT CLAUSE

Except insofar as may be contrary to any app
any benefit under the Plan shall be assignab
contribution shall be subject to the claims
preceding sentence shall not apply to the cr
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or recognition of a right to any benefit pay
Participant, pursuant to a qualified domesti

in Section 414(p) of the Code, or any domest
before January 1, 1985. In any event, benefi
Plan in accordance with the applicable requi
domestic relations order. The Committee shal
reasonable procedures for determining the qu
relations order and for administering distri
order.

14.06 PAYMENTS TO LEGALLY INCOMPETENT

If any Participant, Contingent Annuitant, Sp
minor or is, in the judgment of the Committe
incapable of personally receiving and giving
payment due him under the Plan, the Committe
shall have been made by a duly appointed gua
person, make such payment or any part thereo
child, parent, brother or sister or other pe

to have incurred expense for or assumed resp
of such person. Any payment so made shall be
liability under the Plan for such payment.

14.07 DELEGATION OF AUTHORITY BY THE BOARD

Whenever the Employer, under the terms of th
required to do or perform any act or matter
and performed by any person thereunto duly a

14.08 DISTRIBUTION OF BENEFITS UNDER PLAN

No benefits shall be distributed under the P

of the retirement of a Participant as provid

in the event of death, disability, or other

a Participant before retirement for any caus
and Article IX hereof, or (c) in the event t
jurisdiction compels payment of benefits fro
order which the Committee determines to be a
order, as described in Code Section 414(p).
rules to determine whether a court order is
relations order.

14.09 DIVESTMENT OF BENEFITS
No payment of benefits provided under the PI
due, because of any action of a Participant
Spouse or Beneficiary, except for the lack o
requirement under any of the terms of the PI
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completion of any specified period of Servic
attainment of any specified age, for qualifi

14.10 CONSTRUCTION OF PLAN

The Plan shall be governed and construed und
New York to the extent not preempted by ERIS

14.11 EXECUTION OF PLAN

The Plan may be executed in any number of co
be deemed the original although the others s

14.12 DEDUCTIBILITY OF CONTRIBUTIONS

Each Employer Contribution is specifically ¢
deductibility of the contribution under Code

extent such contribution, or any part thereo

contribution, or any part thereof that is di

to the Employer within one year after the da

14.13 LOST BENEFICIARY OR PARTICIPANT

If a benefit is forfeited because the Partic
Annuitant or Beneficiary cannot be found, su
if a claim is made by the Participant, Spous
Beneficiary. In the event that any check or
benefits under the Plan remains outstanding
months from the date of mailing of such chec
address of the payee, the Committee shall no
payment on all outstanding checks “and to su
checks or notice, if any, to such payee. If,

(or such other period as specified in the Tr

of mailing of the first such check or of not
under the Plan, the Committee cannot establi
taking such action as it deems appropriate a
contact with the Committee, any benefits to
shall be forfeited. Any benefit so forfeited

is made for the unpaid benefit at any subseq
not been terminated as of such date. Contrib
accordance with Article X shall reflect such

in the same manner as expense gains and loss
funding method used by the Plan.
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14.14 DUPLICATION OF BENEFITS

(@) If a Participant is entitled to any r
benefits attributable to Employer Con
qualified defined benefit retirement
the Employer, the benefits to which s
entitled under this Plan shall be red
such other retirement income or benef
benefits are attributable to concurre

(b) In the determination of any benefit t
Beneficiary will be entitled under th
made to reflect any amounts previousl|
and to reflect any amounts required t
Participant's Spouse or former Spouse
domestic relations order as described

14.15 MERGER OR CONSOLIDATION

The Plan may be merged or consolidated with,
transferred in whole or in part to, another
requirements of Sections 401(a) and 501(a) o
Participant would, if either the Plan or the
immediately after the merger, consolidation
benefit which is equal to or greater than th
entitled to receive immediately before the m
transfer if the Plan then terminated.

14.16 RETURN OF CONTRIBUTIONS AS A RESULT OF MISTA

Notwithstanding any other provision to the ¢
prohibition against diversion of plan assets
of contributions made by an Employer to the
made by reason of a mistake of fact and the
amount involved is made within one year of t
contribution.

14.17 DIRECT ROLLOVER OF ELIGIBLE ROLLOVER DISTRIB

(@) With respect to distributions made on
Distributee may elect, at the time an
the Committee, to have any portion of
Distribution paid, in a direct rollov
Retirement Plan specified by the Dist
limitations and exceptions granted in
regulations issued under Section 401(
guidance issued for reliance by the |
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The Committee, in establishing admini strative procedures and plan

distribution rules, shall comply with the provisions of Section
401(a)(31) of the Code and proposed a nd temporary as well as any
future final regulations thereunder, including any guidance issued
for reliance by the Internal Revenue Service.

(b) DEFINITIONS.

() ELIGIBLE ROLLOVER DISTRIBUTION: An Eligible Rolover Distribution is any distribution of all or mportion of the balance to the
credit of the Distributee, except that an EligiBlellover Distribution does not include: any distriton that is one of a series of substantially
equal periodic payments (not less frequently tharually) made for the life (or life expectancy)tbé Distributee or the joint lives (or joint life
expectancies) of the Distributee and the Distribstdesignated Beneficiary, or for a specifiedquedf ten years or more; any distribution to
the extent such distribution is required under i8act01(a)(9) of the Code; effective January 1,93y hardship distribution described in
Section 401(k)(2)(B)(i)(IV) of the Code and the fian of any distribution that is not includible gmoss income (determined without regard to
the exclusion for net unrealized appreciation wébpect to employer securities).

(i) ELIGIBLE RETIREMENT PLAN: An Eligible Retiremet Plan is an individual retirement account desatim Section 408(a) of the Code,
an individual retirement annuity described in

Section 408(b) of the Code, an annuity plan desdrib

Section 403(a) of the Code, or a qualified trustctdied in Section 401(a) of the Code, that acadyetPistributee's Eligible Rollover
Distribution. However, in the case of an EligiblelRver Distribution to the surviving Spouse, atigille Retirement Plan is an individual
retirement account or individual retirement annuity

(iii) DISTRIBUTEE: A distributee includes an Empleg or former Employee. In addition, the Employee'®rmer Employee's surviving
Spouse or former Spouse who is an alternate payder & qualified domestic relations order as deffine
Section 414(p) of the Code, are Distributees wetjard to the interest of the Spouse or former Spous

(iv) DIRECT ROLLOVER: A Direct Rollover is a paymehby the Plan to the Eligible Retirement Plan sfiediby the Distributee.
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14.18 QUALIFIED DOMESTIC RELATIONS ORDERS

(a) Qualified Domestic Relations Order

(i) A Qualified Domestic Relations Order (hereimafteferred to as "QDRO") is a Domestic Relatiomded which creates or recognizes the
existence of an Alternate Payee's right to, omaissio an Alternate Payee the right to, receiveradl portion of the benefits payable with
respect to a Participant under the Plan, and wihielCommittee has determined meets the requireroéRtaragraphs (ii) and (iii).

(i) A Domestic Relations Order meets the requireta®f a QDRO only if the order clearly specifies

(A) the name and the last known mailing addresar{if)

of the Participant and the name and mailing address
of each Alternate Payee covered by the order;

(B) the amount or percentage of the Participant's
benefits to be paid by the Plan to each such
Alternate Payee, or the manner in which such amount

or percentage is to be determined;

(C) the number of payments or period to which soreter applies; and
(D) that the order applies to this Plan.

(iii) A Domestic Relations Order meets the requiests of a QDRO only if the order

(A) does not require the Plan to provide any typ@oom of benefits, or any option, not otherwiseyided under the Plan;

(B) does not require the Plan to provide incredsstefits (determined on the basis of actuarialejaland

(C) does not require the payment of benefits tégrnate Payee which are required to be paid titeer Alternate Payee under another

Domestic Relations Order previously determinede@)DRO.
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(iv) In the case of any payment before a Partidipas separated from service, a QDRO shall notdaged as failing to meet the requirements
of Paragraph (iii)(A) above solely because the ordquires the payment of benefits to an Alteriregee

(A) on or after the date on which the Participatdias(or would have attained) the Earliest ReteatrAge;
(B) as if the Participant had retired on the datehgpayment is to begin under such order; and

(C) in any form in which such benefits may be paidler the Plan to the Participant (other than énftim of a joint and survivor annuity with
respect to the Alternate Payee and his or her gules¢ spouse).

(v) For purposes of Paragraph (iv), Earliest Reteat Age means the earlier of
(A) the date on which the Participant is entitledatdistribution under the Plan; or

(B) the later of (1) the date the Participant aaage 50 or (2) the earliest date on which th&dijzant could begin receiving benefits under the
Plan if such Participant separated from service.

Notwithstanding any provisions of the Plan to tbatcary, for purposes of Subparagraph (A) abowdstibution to an Alternate Payee may
made prior to the date on which the Participaenistled to a distribution under Section 4.03 ijuested by the Alternate Payee to the extent
such distribution is permitted under the QDRO. Ngtin this provision shall permit the Participaotreceive a distribution at a date otherwise
not permitted under

Section 4.03 nor shall it permit the Alternate Ray@receive a form of payment not permitted intidec7.01.

(b) PROCEDURES
Upon receipt of a Domestic Relations Order, the Gittee shall take, or cause to be taken, the fotfigvactions:
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(i) The Committee shall promptly notify the Panpiant, each Alternate Payee covered by the ordeeacid representative for these parties of
the receipt of the Domestic Relations Order. Suatita shall include a copy of the order and theBRQ Procedures for determining whether
such order is a QDRO.

(i) Once a Domestic Relations Order has been vedeno distributions will be made from the Plarihte Participant upon a subsequent
termination until after the payment to the Altem®ayee has been determined, unless the Comméttexenines the order not to be a QDRO.

(i) Within a reasonable period after receipt ddamestic Relations Order, the Committee shallrdetee whether it is a QDRO and shall
notify the parties indicated in Paragraph (i) oftsadetermination. Such notice shall indicate whethe benefits payable to the Alternate Payee
in accordance with the QDRO are subject to a preshjoexisting QDRO.

(iv) Pending the Committee's determination of wketh Domestic Relations Order is a QDRO, if paymané due to be paid to the Particip
the Committee shall withhold payment and separaetpunt for the amounts otherwise payable to tkerdate Payee during such period if
order is subsequently determined to be a QDRO iiefter referred to as the "segregated amounts'iithin the 18-month period beginning
with the date the first payment would have beemired to be made under the Domestic Relations QtderCommittee determines the orde
be a QDRO, the Committee shall pay the segregatediats, including any interest thereon, to the eis persons entitled thereto. If, within
such 18-month period, the Committee determinesderads not a QDRO or the Committee fails to reaatecision, the Committee shall pay
the segregated amounts to the Participant. Ify #fee18-month period, the Committee subsequemgrchines that the order is a QDRO, the
Committee shall pay benefits subsequent to suarmétation in accordance with the order. If acti®taken in accordance with this
Subsection (b), the Plan's obligation to the Pigditt and each Alternate Payee shall be dischaoyite extent of any payment made pursuant
to the QDRO.

(v) In determining the segregated amounts in a@ard with Paragraph (iv), the Participant's vestetest shall be prorated between the
Participant and Alternate Payee and the entire atafuany nonvested interest will be credited te Brarticipant and not taken into
consideration in making
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such determination. Any future accruals will bedited to the Participant and not the Alternate Raye

(vi) Upon a determination by the Committee thatani@stic Relations Order is a QDRO, the Committed sinrange for benefits to be paid to
the Alternate Payee in accordance with such onde@rSections 4.03 and 7.01 as if the Participanttéadinated employment at such time.

(vii) If benefits are not immediately distributalitethe Alternate Payee, such amount shall be agggraccounted for until such time as the
distribution is made.

(viii) The Alternate Payee shall be treated as adfieiary for all purposes of the Plan. The foregpprovisions are effective for QDROs
entered into on or after January 1, 1985, excegit th the case of a Domestic Relations Order edtatto before January 1, 1985, the
Committee

(i) may treat such order as a QDRO even though etaiér fails to meet the requirements of Subsest{aj(ii) and

(iii) above, and (ii) must treat such order as aR@Dif benefits were being paid pursuant to sucteooh January 1, 1985.
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ARTICLE XV
TOP-HEAVY PROVISIONS
15.01 GENERAL PROVISIONS

For any Plan Year for which this Planis a "
top-heavy plan" as defined in Section 15.07
provisions of this Plan to the contrary notw

be subject to:

(a) The vesting provisions of Section 15.02,

(b) The minimum benefit provisions of Section 15.03

(c) The limitation on Compensation set by Sectibr04, and
(d) The limitation on benefits set by Section 15.05

15.02 MINIMUM VESTING

Each Participant who has completed the numbe
specified in the following table shall have
percentage of the benefit accrued under this

specified in the following table:

Percentage of

Years Nonforfeitable
of Service Benefit
2 20
3 40
4 60
5 or more 100

15.03 MINIMUM BENEFITS

Each Participant who is a Non-Key Employee s
Accrued Benefit in the form of an annual ben
life annuity (with no ancillary benefits) be
Normal Retirement Date, that shall be not le
percentage (as defined in paragraph (a) belo
average annual Compensation for years in the
in paragraph (b) below).
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@

(b)

"Applicable percentage” means the lesser of
by the number of Plan Years in which the Pla
top-heavy, or twenty percent (20%).

"Testing period" means, with respect to a Pa
consecutive Years of Service (not exceeding
Participant had the greatest aggregate Compe
The testing period shall not include any yea
Service in Atrticle 11l hereof. The testing p
any Year of Service that ends in a Plan Year
1984, or that begins after the close of the
Plan was a top-heavy plan.

The minimum benefit under this Section 15.03
any benefits payable under the Social Securi
or state law.

15.04 LIMITS ON COMPENSATION

For any Plan Year in which the Plan is a top
top-heavy plan, annual Compensation taken in
XV shall be Compensation as defined in Artic
Sections 125, 402(a)(8), 402(h)(1)(B) or any

a salary reduction agreement, except those m
403(b).

15.05 TRANSITIONAL RULE

(@) Except as otherwise provided in subse
Section 15.05, if for any Plan Year t
or a super top-heavy plan then the de
Contribution Fraction and the Defined
calculated as set forth in Section 5.
ending in such Plan Year by substitut
place such figure appears. Furthermor
forth in Section 5.04 shall be applie
for "$51,875."

(b) If, but for this subsection (b), subs
apply with respect to this Plan becau
top-heavy or super top-heavy, the app
shall be suspended with respect to an
are no Employer contributions, forfei
nondeductible contributions allocated
individual under this Plan.

(c) Forany Plan Year in which this Plan
a super top-heavy plan, the provision
applied without reference to subsecti
transitional rule set forth in Sectio
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applied without reference to subsecti
the "applicable percentage" in paragr
applied by substituting "three percen
(2%)" and by increasing twenty percen
point (up to a maximum of thirty perc
during which this subsection (c) appl

15.06 AGGREGATION OF PLANS

@)

(b)

©

In the event that another defined ben
Employer provides benefits for Partic
plan is required to be aggregated wit
benefit required by Section 15.03 sha

"Aggregation group" means the group o
includes both the group of plans that
aggregated and the group of plans tha
aggregated.

(i) The group of plans that are re
"Required Aggregation Group")
Employer in which a Key Employ
other plan of the Employer whi
Key Employee participates to m
either I.R.C. Section 401(a)(4

(i) The group of plans that are pe
"Permissive Aggregation Group"
not part of the required group
certifies as constituting a pl
aggregation group. Such plan m
aggregation group only if, aft
aggregation group as a whole ¢
requirements of both Code Sect

If any Participant is also covered by

or plans maintained by the Employer,
determined in accordance with subsect
the amount of retirement income payab
annuity commencing on the first day o
or next following the Participant's N
may be provided with the Participant'
retirement income available shall be
actuarial assumptions specified in th
lump sum value of an Accrued Benefit.
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(d) For purposes of this Section, only benefitswdel from Employer contributions are to be taketo imccount to determine whether the
minimum benefit has been satisfied.

15.07 THE-HEAVY DEFINITIONS
(a) TOP HEAVY PLAN

This Plan shall be a "top-heavy plan" for any PYaar if, as of the Determination Date, the presahie of the cumulative Accrued Benefits
including the value of any non-proportionally sutised benefits (and excluding the value of propoiily subsidized benefits) under the Plan
for Participants (including former Participants)adre Key Employees exceeds sixty percent (60%)eopresent value of such cumulative
Accrued Benefits under the Plan for all Particigaor if this Plan is included in a Required Aggrtgn Group which for such Plan Year is a
top-heavy group. In determining whether this Planstitutes a top-heavy plan, the Committee shaklenthe following adjustments in
connection therewith:

() In determining the present value of the cumufccrued Benefit of any Participant, such présatue shall include the amount in dollar
value of the aggregate distributions made to swtidipant under the applicable plan during the i8) year period ending on the
Determination Date. The preceding sentence shalabply to distributions made on account of déathe extent such benefits do not exceed
the present value of Accrued Benefits existing irdiagely prior to death, as well as distributionslena terminated plan which if it had not
been terminated would have been required to baded in an Aggregation Group.

(i) Further, in making any determination whethige Plan is top-heavy or the Aggregation Group ottt is a part is a topeavy group, suc
present value shall not include any unrelated vell@ontribution (or similar transfer) which is hanitiated by the Participant and made to the
Plan after December 31, 1983 from a plan maintabnyeanother Employer.

(i) Further, in making such determination, in azgse where an individual is a Non-Key Employed wéispect to an applicable plan but was a
Key Employee with respect to such plan for anypian Year, any Accrued Benefit of such Partictpsall be altogether disregarded. For
this purpose, to the extent that a Key Employeteamed to be a Key Employee if he or she met tfiritilen of Key Employee within any of
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the four (4) preceding Plan Years, this provisiballsapply following the end of such period of time

(iv) Further, in making such determination for P¥ears beginning after December 31, 1984, the ptesdue of the Accrued Benefit or
account of any Participant who has not received@mypensation from the Employer during the five
(5) year period ending on the Determination Date)lse disregarded.

(v) For purposes of determining whether the Plangsheavy, a Participant's Accrued Benefit willdetermined under a uniform accrual
method which applies in all defined benefit plahthe Employer, or where there is no such methadeuthe fractional rule.

(b) SUPER TOP-HEAVY PLAN

This Plan shall be a "super top-heavy plan” for Blan Year if, as of the Determination Date, thenRould be top-heavy if "ninety percent
(90%)" were substituted for "sixty percent (60%)'the preceding paragraph, or if this Plan is idetliin a Required Aggregation Group which
for such Plan Year would be a Top-heavy Groupniiiéty percent (90%)" were substituted for "sixgrgent (60%)" in the paragraph above.

(c) Actuarial Factors For the purpose of deterngrtime present value of Accrued Benefits underAligle XV, the actuarial factors shall be
the mortality and interest rates used in the mestmt actuarial valuation completed to comply V@#ittion 412 of the Internal Revenue Cod
1986, as amended, within the twelve (12) monthagakeinding on the applicable Determination Date.

(d) "Determination Date" means for any Plan Yearltst day of the immediately preceding Plan Year.

(e) "Top-Heavy Group" means the Required AggregaBooup, if as of the applicable Determination Déte sum of the present value of the
cumulative Accrued Benefits for Key Employees uraledefined benefit plans included in the Requitgijregation Group plus the aggregate
of the accounts of Key Employees under all defioeadtribution plans included in the Required AggtegaGroup exceeds sixty percent (6C

of the sum of the present value of the cumulaticerded Benefits for all Participants under all sdefined benefit plans plus the aggregate
accounts for all Participants under all such deficentribution plans.
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15.08 EXCLUDED PARTICIPANTS

The provisions of this Article do not apply with respect to any
Participant included in a unit of Participan ts covered by a collective
bargaining agreement unless the application of this Article has been
agreed upon with the collective bargaining a gent.
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FIRST AMENDMENT TO THE
WATTS INDUSTRIES, INC.
PENSION PLAN

WHEREAS, Watts Industries, Inc. (the "Sponsoringdioyer”) established the Watts Industries, Inc.dk@mPlan (the "Plan®) effective
January 1, 1985 for the benefit of Eligible Emplegeand

WHEREAS the Plan was most recently amended andteeseffective January 1, 1997, and

WHEREAS the Sponsoring Employer desires to ameadPthn to comply with the Economic Growth and Tatiét Reconciliation Act of
2001 ("EGTRRA") and other recent legislative anglutatory changes;

NOW THEREFORE, in consideration of the foregoirigg Plan is hereby amended as set forth hereintwetanuary 1, 2002 unle
specifically stated otherwise. This amendmenttisrided to be a "good faith EGTRRA amendment" withenmeaning of Notice 2001-57 and
is to be construed in accordance with EGTRRA aedjtidance thereunder.

29. Section 1.02 is hereby amended by the additidhe following at the end thereof:

"(g) Notwithstanding any other Plan provision te #ontrary, with respect to lump sum distributiomsde on or after January 1, 2003, Actui
Equivalence shall be determined based on the nitgrtable specified in Section 417(e)(3) of the €ahd an interest rate equal to the rate
defined in Section 417(e)(3)(A)(ii)(Il) of the Codler the November immediately preceding the Plaarv# distribution."

30. Section 1.09 is hereby amended effective Jgriyat998 by the addition of the following at thedehereof:

"For purposes of this definition of Compensatiomtributions pursuant to a cafeteria plan estabtisinder Section 125 of the Code shall
include any amounts not available to a Particiimetish in lieu of group health coverage becausétrticipant is unable to certify that he or
she has other health coverage. An amount will é&&téd as a contribution under

Section 125 of the Code only if the Employer doessraquest or collect information regarding thetiegrant's other health coverage as part of
the enrollment process for the health plan.”

31. Section 1.09 is hereby further amended by daéian of the following at the end thereof:

"Notwithstanding any provision of the Plan the cany, in no event shall a Participant's Compenaat&en into account under the Plan for
Plan Year beginning on or after



January 1, 2002 exceed the applicable limit spegtifn Code Section 401(a)(17)(A) for any Plan Y@&#is dollar limit on Compensation shall
be adjusted for cost-of-living increases in accoogawith Section 401(a)(17)(B) of the Code. Tha-oddiving adjustment shall apply only to
Compensation taken into account for Plan Yearsrvégg with the Plan Year in which such increasefisctive.

For purposes of determining benefit accruals im Maars beginning after December 31, 2001 for Eipethts who earn an Hour of Service
after December 31, 2001, Compensation for any [Btian Year shall be limited to $200,000."

32. Article 5 is hereby amended effective as oliday 1, 2003 by the addition of the following neec8on 5.11:

"5.11 MINIMUM DISTRIBUTION REQUIREMENTS

(a) GENERAL RULES

(i) EFFECTIVE DATE. The provisions o f this Section 5.11 will
apply for purposes of determinin g required minimum
distributions for calendar years beginning with the 2003

calendar year.

(i) PRECEDENCE. The requirements of this article will take
precedence over any inconsistent provisions of the Plan.

(i) REQUIREMENTS OF TREASURY REGULAT IONS INCORPORATED. All
distributions required under thi s Section 5.11 will be
determined and made in accordanc e with the Treasury
regulations under Section 401(a) (9) of the Code.

(iv) TEFRA SECTION 242(b)(2) ELECTION S. Notwithstanding the
other provisions of this Section 5.11, other than
paragraph (a)(iii) above, distri butions may be made
under a designation made before January 1, 1984, in
accordance with Section 242(b)(2 ) of the Tax Equity and
Fiscal Responsibility Act ("TEFR A") and the provisions
of the Plan that relate to Secti on 242(b)(2) of TEFRA.

(b) TIME AND MANNER OF DISTRIBUTION

(i) REQUIRED BEGINNING DATE. The Par ticipant's entire
interest will be distributed, or begin to be
distributed, to the Participant no later than the
Participant's Required Beginning Date.

(i) DEATH OF PARTICIPANT BEFORE DIST RIBUTIONS BEGIN. If the
Participant dies before distribu tions begin, the
Participant's entire interest wi Il be distributed, or
begin to be distributed, no late r than as follows:

2



(A) If the Participant's survivi
Participant's sole Designate
distributions to the survivi
December 31 of the calendar
following the calendar year
died, or by December 31 of t
which the Participant would
1/2, if later.

(B) If the Participant's survivi
Participant's sole Designate
distributions to the Designa
begin by December 31 of the
immediately following the ca
Participant died.

(C) If there is no Designated Be
September 30 of the year fol
Participant's death, the Par
interest will be distributed
calendar year containing the
the Participant's death.

(D) If the Participant's survivi
Participant's sole Designate
surviving Spouse dies after
before distributions to the
this Subsection 5.11(b)(ii),
5.11(b)(ii)(A), will apply a
Spouse were the Participant.

For purposes of this Subsection
Subsection 5.11(e), distribution
begin on the Participant's Requi

if Subsection 5.11(b)(ii)(D) app
distributions are required to be
Spouse under Subsection 5.11(b)(
payments irrevocably commence to
the Participant's Required Begin
Participant's surviving Spouse b
distributions are required to be
Spouse under Subsection 5.11(b)(
distributions are considered to
distributions actually commence.

3
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(i) FORM OF DISTRIBUTION. Unless the
is distributed in the form of an
an insurance company or in a sin
Required Beginning Date, as of t
Calendar Year distributions will
with Sections (c), (d) and (e) o
the Participant's interest is di
an annuity purchased from an ins
distributions thereunder will be
the requirements of Section 401(
the Treasury regulations. Any pa
interest which is in the form of
described in Section 414(k) of t
distributed in a manner satisfyi
section 401(a)(9) of the Code an
regulations that apply to indivi

(c) DETERMINATION OF AMOUNT TO BE DISTRIBUT

(i) GENERAL ANNUITY REQUIREMENTS. If
interest is paid in the form of
under the plan, payments under t
the following requirements:

(A) the annuity distributions wi
payments made at intervals n

(B) the distribution period will
lives) or over a period cert
period described in Subsecti

(C) once payments have begun ove
period certain will not be ¢
period certain is shorter th
permitted;

(D) payments will either be noni
only as follows:

(1) by an annual percentage
exceed the annual perce
cost-of-living index th
all items and issued by
Statistics;
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(2) to the extent of the re
the Participant's payme
survivor benefit upon d
Beneficiary whose life
determine the distribut
Subsection (d) dies or
Participant's Beneficia
Qualified Domestic Rela
meaning of section 414(

(3) to provide cash refunds
contributions upon the

(4) to pay increased benefi
Plan amendment.

(i) AMOUNT REQUIRED TO BE DISTRIBUTE

DATE. The amount that must be di
the Participant's Required Begin
Participant dies before distribu
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5.11(b)(ii)(A) or (B) is the pay
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made until the end of the next p
that payment interval ends in th
Payment intervals are the period
received, e.g., bi-monthly, mont
annually. All of the Participant

of the last day of the first Dis

will be included in the calculat
annuity payments for payment int
after the Participant's Required
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(iii) LIFE EXPECTANCY. Life expectancy as computed by use of
the Single Life Table in Section 1.401(a)(9)-9 of the
Treasury regulations.

(iv) REQUIRED BEGINNING DATE. The dat e described in Section
5.06(b) of the Plan."

5. Subsection 12.09(b) is hereby amended by thiti@udf the following at the end thereof:
"Effective for distributions after December 31, 200
(1) an Eligible Rollover Distribution does not inde any hardship distribution, and

(2) a portion of a distribution shall not fail te lan Eligible Rollover Distribution merely becatke portion consists of after-tax employee
contributions which are not includible in grossanee. However, such portion may be paid only toraividual retirement account or annuity
described in Section 408(a) or (b) of the Codeoa qualified defined contribution plan descrilyed

Section 401(a) or 403(a) of the Code which agreesgparately account for amounts so transferrethding separately accounting for the
portion of such distribution which is includible gmoss income and the portion of such distributidrch is not so includible."

6. Subsection 12.09(c) is hereby amended by thii@dadf the following at the end thereof:

"Effective for distributions after December 31, 20@n Eligible Retirement Plan shall also meanrarudy contract described in Section 40:
of the Code and an eligible plan under Section #pa@{ the Code which is maintained by an eligibiepéoyer described in Section 457(e)(1)
of the Code.

The definition of Eligible Retirement Plan shalb@lapply in the case of a distribution to a sungvBpouse, or to a Spouse or former Spouse
who is the Alternate Payee under a qualified doimeslations order, as defined in Code Section giL4(

7. Article 10 is hereby amended effective for claifited on or after January 1, 2003 by the deletibSection 10.10 and the substitution in lieu
thereof of the following:

"10.10 PROCEDURE FOR CLAIMING BENEFITS UNDER THE P LAN

(a) Claims for benefits under the Plan made by a Participant or
Beneficiary covered by the Plan must be submitted in writing to
the Committee. Approved claims will be processed and
instructions issued to the Trustee auth orizing payments as
claimed.

If a claim is denied in whole or in par t, the Committee shall
notify the claimant of its decision by written notice, in a
manner calculated to be understood by t he claimant. The

Committee shall set forth in the notice:



(i) the specific reason or reasons for the derfithe claim;
(i) the specific references to the pertinent Ravisions on which the denial is based,;

(iii) a description of any additional material ofdormation necessary to perfect the claim, andxg@fa@ation of why such material or
information is necessary;

(iv) an explanation of the Plan's claim review @dare; and

(v) a statement of the claimant's right to bring\él action in accordance with section 502(a) &IEA if the claimant's claim is denied upon
review.

Such notification shall be given within 90 day<eathe claim is received by the Committee. Thisqeemay be extended for another 90 days if
the claimant is notified that the extension is 3segy due to matters beyond the control of the,Plafore the end of the original @2y period
Any notice for an extension will explain the reasonthe extension and the date by which the Comemiéxpects to rule on the claim.

(b) Upon denial of a claim in whole or in part,laimant or his duly authorized representative shalle the right to submit a written request to
the Committee for a full and fair review of the @hclaim, to submit written comments, documergsprds, and other information relating to
the claim, and to be provided, upon request areldfeeharge, access to, and copies of, all docusnestords and other information relevant to
the claimant's claim for benefits. A request fariegv of a claim must be submitted within 60 dayseafeipt by the claimant of written notice of
the denial of the claim.

The Committee shall advise the claimant of theltesi the review within 60 days after receipt loé twritten request for review. This period
may be extended for another 60 days if the Comenietermines that special circumstances requiexgmsion of time for processing the
request and if written notice of such extension eincbimstances is given to such claimant withinittigal 60 day period. Any notice for an
extension will explain the reason for the extensiad the date by which the Committee expects ®aulthe claim.

In the event an appeal is denied, the claimantheilhotified in writing. The Committee shall settfoin the notice:

(i) the specific reason or reasons for the derfigth® claim;



(i) the specific references to the pertinent Rasvisions on which the denial is based,;

(iii) a statement of the claimant's right to reegiupon request and free of charge, reasonablesitmeand copies of, all documents, records,
and other information relevant to the claimantsrolfor benefits; and

(iv) a statement of the claimant's right to bringhal action in accordance with Section 502(aE6t1SA.

The decision of the Committee by majority vote khelfinal and binding upon any and all claimainis|uding but not limited to Participants
and their Beneficiaries, and any other individuakking a claim through or under them."

8. Subsection 5.04(a)(i) is hereby amended by éfetidn of the phrase "$90,000" and the substituitidlieu thereof of the following:

"the dollar limitation specified in Code Sectionsli)(1)(A), (The new limit specified in Section 4b%1)(A) of the Code shall apply only to
Participants who are credited with at least onertédiBervice on or after the first day of the fikditation Year beginning after December 31,
2001.)"

9. Subsection 5.04(c) is hereby amended effectinedry 1, 1998 by the addition of the following:

"For Limitation Years beginning on or after January 998, for purposes of determining Section 4df@ensation, amounts included purst
to

Section 125 of the Code shall include amounts nali@ble to a Participant in cash in lieu of grdngalth coverage because the Participant is
unable to certify that he or she has other healtteiage. An amount will be treated as an amoun¢u8dction 125 only if the Employer does
not request or collect information regarding thetiBipant's other health coverage as part of thelknent process for the health plan.”

10. Subsection 5.04(e) is hereby amended by thi@udf the following at the end thereof:

"Notwithstanding the foregoing, for Limitation Yeabeginning on or after January 1, 2002, if theefiepayable to a Participant commences
prior to age 62, the maximum dollar limitation defil in paragraph (a)(i), adjusted by paragraphs{@ll be the actuarial equivalent of such
amount payable at age 62. For purposes of thigpgh, actuarial equivalent shall be based on n@gpearly retirement reductions or the
mortality table specified in Code Section 417(eHBY an interest rate of 5%, whichever producesnhedler amount.”
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11. Subsection 5.04(f) is hereby amended by théiadaf the following at the end thereof:

"Notwithstanding the foregoing, effective for Limiton Years beginning on or after January 1, 2@@Be benefit payable to a Participant
commences after his or her attainment of age &5ddhiar limitation defined in paragraph (a)(i) abpadjusted by paragraph (d), shall be
increased so it is the actuarial equivalent of farmlount payable commencing at age 65. For purpdgbss paragraph, actuarial equivalent
shall be determined using the assumptions in Sedti@2, or the mortality table specified in Codet®am 417(e)(3) and an interest rate of 5%,

whichever produces the smaller increase."

12. Section 5.04 is hereby amended by the addityatimne addition of the following subsection (m}ta end thereof:

"(m) Notwithstanding any other Plan provision te tontrary, with respect to distributions with bnreommencement dates occurring on or
after January 1, 2003 the mortality table usegftoposes of adjusting any benefit or limitation @n8ection 415(b)(2)(B),
(C) or (D) of the Code as set forth in Subsecti@)s(f), or (g) of this Section 5.04 shall be thertality table specified in

Section 417(e)(3) of the Code."

13. Article XV is hereby replaced in its entirety tne following effective January 1, 2002:
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(i) Subject to subparagraph (ii) below, any disttibns from this Plan or any other plan in the Aggation Group, and any accrued benefit
distributed from any other plan in the Aggregat{®moup during the one-year period ending on the D@tetion Date (in the case of any
distribution made for a reason other than separditam service, death or disability, the five-ygariod ending on the Determination Date)
shall be taken into consideration.

(ii) The benefits of and distributions to all formemployees who have not been credited with at m@s Hour of Service during the one-year
period ending on the Determination Date shall Iseedjarded, provided, however, that if such fornmapByee again completes an Hour of
Service with the Employer after such one-year gerdoich former Employee's accounts shall be takiencionsideration.

Notwithstanding any provision of this paragrapht@i the contrary, in any Plan Year in which thiarPis a top heavy Plan, each I-Key
Employee who is also covered under a defined dmutidn plan of the Employer, shall accrue a MinimBenefit as provided by this Plan.

Notwithstanding any provision of this paragraph @i the contrary, in any Plan Year in which thiarPis a top heavy Plan, each I-Key
Employee who is also covered under a defined dmutidn plan of the Employer, shall have creditetiitodefined contribution plan account a
minimum Employer contribution equal to the minimgontribution provided by such defined contributfan; however, in no event shall the
minimum Employer contribution be less than 5% aftsRarticipant's Section 415 Compensation. No MimmBenefit shall accrue under this
Plan.

(iii) If an Employee is a Non-Key Employee for tR&an Year containing the Determination Date, behsadividual was a Key Employee
during any previous Plan Year, the value of hik&rbenefits and distributions shall not be takea consideration.

(iv) Solely for purposes of determining if the Plamany other plan in the Required Aggregation @risua top heavy plan for a Plan Year, the
accrued benefits under any defined benefit plafdanf-Key Employees shall be determined for Planr¥ &aginning after 1986 under the
method, if any, which is uniformly applied for agaf purposes under all defined benefit plans maiathby the Employer or an Affiliated
Employer or, if there is no such method, as if sbhehefit accrued not more rapidly than under tberekt accrual rate permitted under Section
411(b)(1)(C) of the Code.

14



(v) The determination of account balances undedefihed contribution plans in the Aggregation Grahall be increased for contributions «
as of the Determination Date to the extent requineder Section 416 of the Code.

(vi) The determination of the present value of aedrbenefits under all defined benefit plans inAlggregation Group shall be based on the
interest rate and mortality table specified in &ec.02(a).

(vii) Distributions, rollovers and trust to trusahsfers shall be taken into consideration to #ierg required under Section 416 of the Code.

(viii) "Deductible employee contributions" (withthe meaning of Section 501(c)(18)(D) of the Cod®tdbuted to any plan in the Aggregat
Group shall not be taken into consideration.

The calculation of the top heavy ratio shall be enadaccordance with the provisions of Section dfithe Code.

(c) Notwithstanding any other provision of the Ptarthe contrary, for any Plan Year in which tharPis deemed to be a top heavy plan, the
following provisions shall apply:

(i) MINIMUM VESTING

Any Participant who completes an Hour of Servica Blan Year in which the Plan is deemed to bedéavy plan shall have a nonforfeitable
interest in a percentage of his or her Accrued Bedetermined by multiplying the Accrued Benefit the applicable percentage from the
following schedule:

YEARS OF VESTING SERVICE VESTED PERCEN TAGE
Less than 3 years 0%
3 or more years 100 %

Furthermore, if the vesting schedule under the Riaany Plan Year shifts into or out of the absebdedule because of the Plan's top heavy
status, such shift shall be regarded as an amendmtre Plan's vesting schedule.

The provisions of this paragraph (c)(i) shall netdpplied to reduce the Participant's vested peagercomputed in accordance with the
provisions of the Plan.
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(i) MINIMUM BENEFIT

Each Participant who is a Non-Key Employee shalkhan Accrued Benefit calculated as of the lastafafe top heavy Plan Year or, if
earlier, as of his or her termination of employmeéaite occurring during such Plan Year, at leasaktguthe product of (A) 2% of his or her
Section 415 Compensation (as defined in

Section 415(c) of the Code) from an Employer oiilistied Employer during the five consecutive yefarswhich the Participant had the high
Compensation, and (B) his or her years of Benditf6e up to a maximum of ten years. For purpo$ési® paragraph

(i), years of Benefit Service shall not includa®lYears during which the Plan is not a top hedag por a Plan Year in which no Key or
former Key Employee benefits under the Plan.

For purposes of this Plan, the minimum annualeetent benefit means a benefit payable annuallyarfdrm of a single life annuity (with no
ancillary benefits) beginning at a Participant'siNal Retirement Date.

If a Non-Key Employee participates in a definedtdbution plan included in the Aggregation Groupe minimum benefit shall be provided
under this Subsection.

(iii) In any Plan Year that the Plan ceases todpehieavy, the above provisions shall no longeryagpicept that the portion of a Participant's
Accrued Benefit which was vested pursuant to pay(i) above shall remain vested."

14. Section 1.01 of Part A is hereby amended bwthtion of the following at the end thereof:

(H "Notwithstanding any other Plan provision tetbontrary, with respect to lump sum distributiomsde on or after January 1, 2003, Actue
Equivalence shall be determined based on the nitgrtable specified in Section 417(e)(3) of the €ahd an interest rate equal to the rate
defined in Section 417(e)(3)(A)(ii)(Il) of the Codler the November immediately preceding the Plaarv# distribution."

15. Article 5 of Part A is hereby amended effectageof January 1, 2003 by the addition of the foitey new Section 5.12:

"5.12 MINIMUM DISTRIBUTION REQUIREMENTS

(d) GENERAL RULES

(i) EFFECTIVE DATE. The provisions o f this Section 5.12 will
apply for purposes of determinin g required minimum
distributions for calendar years beginning with the 2003

calendar year.
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(v) PRECEDENCE. The requirements of this articl# take precedence over any inconsistent provisafrthe Plan.

(vi) REQUIREMENTS OF TREASURY REGULATIONS INCORPORKD. All distributions required under this Secti®ri 2 will be
determined and made in accordance with the Treasgrylations under Section 401(a)(9) of the Code.

(vii) TEFRA SECTION 242(b)(2) ELECTIONS. Notwithstding the other provisions of this Section 5.1Reotthan paragraph (a)(iii) above,
distributions may be made under a designation rbaftae January 1, 1984, in accordance with Se@##{b)(2) of the Tax Equity and Fiscal
Responsibility Act ("TEFRA") and the provisionstbe Plan that relate to Section 242(b)(2) of TEFRA.

(e) TIME AND MANNER OF DISTRIBUTION

() REQUIRED BEGINNING DATE. The Participant's emtiinterest will be distributed, or begin to betdisited, to the Participant no later
than the Participant's Required Beginning Date.

(i) DEATH OF PARTICIPANT BEFORE DISTRIBUTIONS BEGI. If the Participant dies before distributions imedghe Participant's entire
interest will be distributed, or begin to be distried, no later than as follows:

(A) If the Participant's surviving Spouse is thetRgant's sole Designated Beneficiary, then distions to the surviving Spouse will begin by
December 31 of the calendar year immediately falgvthe calendar year in which the Participant dacdoy December 31 of the calendar y
in which the Participant would have attained agd./2) if later.

(B) If the Participant's surviving Spouse is na frarticipant's sole Designated Beneficiary, thstridutions to the Designated Beneficiary \
begin by December 31 of the calendar year immdglifd#fowing the calendar year in which the Paygizit died.

(C) If there is no Designated Beneficiary as oft8eber 30 of the year following the year of thetlegrant's death, the Participant's entire
interest will be distributed by December 31 of tiadendar year containing the fifth anniversaryhaf Participant's death.
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(D) If the Participant's surviving Spouse is thetiegant's sole Designated Beneficiary and theisirg Spouse dies after the Participant but
before distributions to the surviving Spouse betiirs Subsection 5.12(b)(ii), other than Subsechdr2(b)(ii)(A), will apply as if the surviving
Spouse were the Participant.

For purposes of this Subsection 5.12(b)(ii) ands&ahion 5.12(e), distributions are considered girben the Participant's Required Beginning
Date (or, if Subsection 5.12(b)(ii)(D) applies, ttete distributions are required to begin to theiging Spouse under Subsection 5.12(b)(ii)
(A). If annuity payments irrevocably commence te Barticipant before the Participant's RequiredifBegg Date (or to the Participant's
surviving Spouse before the date distributionsrageiired to begin to the surviving Spouse unders8ation 5.12(b)(ii)(A), the date
distributions are considered to begin is the daidutions actually commence.

(iii) FORM OF DISTRIBUTION. Unless the Participamthterest is distributed in the form of an anngpitychased from an insurance company
or in a single sum on or before the Required Bagmbate, as of the first Distribution Calendar ¥ dastributions will be made in accordance
with Sections (c), (d) and (e) of this Section 5.f2he Participant's interest is distributed e form of an annuity purchased from an insurance
company, distributions thereunder will be madedocadance with the requirements of Section 401ja{$he Code and the Treasury
regulations. Any part of the Participant's intergbich is in the form of an individual account deised in Section 414(k) of the Code will be
distributed in a manner satisfying the requiremeifitsection 401(a)(9) of the Code and the Treasegylations that apply to individual
accounts.

() DETERMINATION OF AMOUNT TO BE DISTRIBUTED EACHYEAR

(i) GENERAL ANNUITY REQUIREMENTS. If the Participals interest is paid in the form of annuity distiilons under the plan, payments
under the annuity will satisfy the following reqeinents:

(A) the annuity distributions will be paid in pedic payments made at intervals not longer thanyesae;
(B) the distribution period will be over a life (bves) or over a period certain not longer thaa pleriod described in Subsection (d) or (e);
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(C) once payments have begun over a period cettameriod certain will not be changed even ifgeeod certain is shorter than the
maximum permitted;

(D) payments will either be nonincreasing or inseeanly as follows:

(1) by an annual percentage increase that doesxgetd the annual percentage increase in a cdisiraf-index that is based on prices of all
items and issued by the Bureau of Labor Statistics;

(2) to the extent of the reduction in the amounthef Participant's payments to provide for a suwhenefit upon death, but only if the
Beneficiary whose life was being used to deterntlieedistribution period described in Subsectiondidy or is no longer the Participant's
Beneficiary pursuant to a Qualified Domestic Reliasi Order within the meaning of section 414(p);

(3) to provide cash refunds of employee contrimgiapon the Participant's death; or
(4) to pay increased benefits that result fromamRImendment.

(i) AMOUNT REQUIRED TO BE DISTRIBUTED BY REQUIREMEGINNING DATE. The amount that must be distributedor before

the Participant's Required Beginning Date (ohé Participant dies before distributions begin,dhge distributions are required to begin under
Subsection 5.12(b)(ii)(A) or (B) is the paymentttisarequired for one payment interval. The secpagiment need not be made until the end of
the next payment interval even if that paymentrirdbends in the next calendar year. Payment iaterare the periods for which payments are
received, e.g., bi-monthly, monthly, semi-annuadliyannually. All of the Participant's benefit acals as of the last day of the first Distribution
Calendar Year will be included in the calculatidritee amount of the annuity payments for paymetarirals ending on or after the Particips
Required Beginning Date.

(iii) ADDITIONAL ACCRUALS AFTER FIRST DISTRIBUTIONCALENDAR YEAR. Any additional benefits accruing tioe Participant in
a calendar year after the first Distribution Cal@ndear will be distributed beginning with
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the first payment interval ending in the calendaaryimmediately following the calendar year in wheuch amount accrues.
(d) REQUIREMENTS FOR ANNUITY DISTRIBUTIONS THAT COMENCE DURING PARTICIPANT'S LIFETIME

(i) JOINT LIFE ANNUITIES WHERE THE BENEFICIARY IS T THE PARTICIPANT'S SPOUSE. If the Participantigerest is being
distributed in the form of a Joint and Survivor Aty for the joint lives of the Participant and anspouse Beneficiary, annuity payments to be
made on or after the Participant's Required Begmiiate to the Designated Beneficiary after thei€pant's death must not at any time
exceed the applicable percentage of the annuitynpayfor such period that would have been payabike Participant using the table set forth
in Q&A-2 of Section 1.401(a)(9)-6T of the Treasuegulations. If the form of distribution combineda@int and Survivor Annuity for the joint
lives of the Participant and a nonspouse Beneji@ad a period certain annuity, the requiremerthépreceding sentence will apply to anni
payments to be made to the Designated Beneficitay the expiration of the period certain.

(i) PERIOD CERTAIN ANNUITIES. Unless the Particips Spouse is the sole Designated Beneficianttaaform of distribution is a period
certain and no life annuity, the period certaindarannuity distribution commencing during the Ragant's lifetime may not exceed the
applicable distribution period for the Participander the Uniform Lifetime Table set forth in Sectil.401(a)(9)-9 of the Treasury regulations
for the calendar year that contains the Benefit @@mcement Date. If the Benefit Commencement Dategules the year in which the
Participant reaches age 70, the applicable digtobyeriod for the Participant is the distributiperiod for age 70 under the Uniform Lifetime
Table set forth in Section 1.401(a)(9)-9 of theabury regulations plus the excess of 70 over teeo&the Participant as of the Participant's
birthday in the year that contains the Benefit Ca@noement Date. If the Participant's Spouse is #éngdipant's sole Designated Beneficiary
and the form of distribution is a period certain ao life annuity, the period certain may not exttee longer of the Participant's applicable
distribution period, as determined under this Satise (d)(ii), or the joint life and last survivexpectancy of the Participant and the
Participant's Spouse as determined under the dothtast Survivor Table set forth in Section 1.40@)-9 of the Treasury regulations, using
the Participant's and Spouse's attained agesthe Bfarticipant's and Spouse's birthdays in trendalr year that contains the Benefit
Commencement Date.
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() REQUIREMENTS FOR MINIMUM DISTRIBUTIONS WHERE FRTICIPANT DIES BEFORE DATE DISTRIBUTIONS BEGIN

() PARTICIPANT SURVIVED BY DESIGNATED BENEFICIARY If the Participant dies before the date distribatdf his or her interest
begins and there is a Designated Beneficiary, iédipant's entire interest will be distribute@ginning no later than the time described in
Subsection (b)(ii))(A) or (B), over the life of ti¥esignated Beneficiary or over a period certainexaeeding:

(A) unless the Benefit Commencement Date is befoedirst Distribution Calendar Year, the Life Expency of the Designated Beneficiary
determined using the Beneficiary's age as of theeBaary's birthday in the calendar year immedjefellowing the calendar year of the
Participant's death; or

(B) if the Benefit Commencement Date is beforefitst Distribution Calendar Year, the Life Expectgrof the Designated Beneficiary
determined using the Beneficiary's age as of theeBaary's birthday in the calendar year that aorg the Benefit Commencement Date.

(i) NO DESIGNATED BENEFICIARY. If the Participarties before the date distributions begin and tieen® Designated Beneficiary as of
September 30 of the year following the year ofRlagticipant's death, distribution of the Particifgmentire interest will be completed by
December 31 of the calendar year containing tlle &ifiniversary of the Participant's death

(iii) DEATH OF SURVIVING SPOUSE BEFORE DISTRIBUTIOSITO SURVIVING SPOUSE BEGIN. If the Participant sligefore the da
distribution of his or her interest begins, thetRgrant's surviving Spouse is the Participantle fesignated Beneficiary, and the surviving
Spouse dies before distributions to the survivipguBe begin, this Subsection (e) will apply abéf surviving Spouse were the Participant,
except that the time by which distributions musgibewill be determined without regard to Subseciio){ii)(A).

(f) DEFINITIONS

(i) DESIGNATED BENEFICIARY. The individual who isasignated as the Beneficiary under Section 8.0%adf A of the Plan and is the
designated beneficiary under Section 401(a)(9hefGode and Section 1.401(a)(9)-1, Q&A-4, of theaBury regulations.
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(i) DISTRIBUTION CALENDAR YEAR. A calendar year fovhich a minimum distribution is required. Fortdisutions beginning before the
Participant's death, the first Distribution Calendaar is the calendar year immediately precedmgclendar year which contains the
Participant's Required Beginning Date. For distiitms beginning after the Participant's death fitis¢ Distribution Calendar Year is the
calendar year in which distributions are requiethégin pursuant to Subsection (b)(ii).

(i) LIFE EXPECTANCY. Life expectancy as computby use of the Single Life Table in Section 1.40(gYP of the Treasury regulations.
(iv) REQUIRED BEGINNING DATE. The date describedSection 5.06(b) of the Plan.”

16. Subsection 12.10(b) of Part A is hereby amenyettie addition of the following at the end thdreo

"Effective for distributions after December 31, 200

(1) an Eligible Rollover Distribution does not inde any hardship distribution, and

(2) a portion of a distribution shall not fail te lan Eligible Rollover Distribution merely becatise portion consists of after-tax employee
contributions which are not includible in grossanee. However, such portion may be paid only toraividual retirement account or annuity
described in Section 408(a) or (b) of the Codepa qualified defined contribution plan descrilyed

Section 401(a) or 403(a) of the Code which agreegparately account for amounts so transferrethyding separately accounting for the
portion of such distribution which is includible gmoss income and the portion of such distributidrch is not so includible."

17. Subsection 12.10(c) of Part A is hereby ametgetie addition of the following at the end thdreo

"Effective for distributions after December 31, 20@n Eligible Retirement Plan shall also meanrarudy contract described in Section 40!
of the Code and an eligible plan under Section @pa@{ the Code which is maintained by an eligibigpéoyer described in Section 457(e)(1)
of the Code.

The definition of Eligible Retirement Plan shalé@alapply in the case of a distribution to a sungvEpouse, or to a Spouse or former Spouse
who is the Alternate Payee under a qualified doimeslations order, as defined in Code Section giL4(
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18. Section 10 of Part A is hereby amended effedtiv claims filed on or after January 1, 2003 g dleletion of Section 10.10 and the
substitution in lieu thereof of the following:

"10.10 PROCEDURE FOR CLAIMING BENEFITS UNDER THE P LAN

(a) Claims for benefits under the Plan made by a Participant or
Beneficiary covered by the Plan must be submitted in writing to
the Committee. Approved claims will be processed and
instructions issued to the Trustee auth orizing payments as
claimed.

If a claim is denied in whole or in par t, the Committee shall
notify the claimant of its decision by written notice, in a
manner calculated to be understood by t he claimant. The

Committee shall set forth in the notice

(i) the specific reason or reasons f or the denial of the
claim;
(ii) the specific references to the p ertinent Plan provisions

on which the denial is based;

(iii) a description of any additional material or information
necessary to perfect the claim, and an explanation of
why such material or information is necessary;

(v) an explanation of the Plan's claim review pohee; and

(v) a statement of the claimant's right to bringj\dl action in accordance with section 502(a) &IBA if the claimant's claim is denied upon
review.

Such notification shall be given within 90 dayseathe claim is received by the Committee. Thisqatemay be extended for another 90 days if
the claimant is notified that the extension is sseey due to matters beyond the control of the,Plafore the end of the original @2y period
Any notice for an extension will explain the reagonthe extension and the date by which the Cotemiéxpects to rule on the claim.

(b) Upon denial of a claim in whole or in part,laimant or his duly authorized representative shaile the right to submit a written request to
the Committee for a full and fair review of the @&hclaim, to submit written comments, documergsprds, and other information relating to
the claim, and to be provided, upon request areldfeeharge, access to, and copies of, all docusnestords and other information relevant to
the claimant's claim for benefits. A request foriegv of a claim must be submitted within 60 dayseafeipt by the claimant of written notice of
the denial of the claim.
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The Committee shall advise the claimant of theltesid the review within 60 days after receipt loé twritten request for review. This period
may be extended for another 60 days if the Comendgtermines that special circumstances requisximsion of time for processing the
request and if written notice of such extension eincbimstances is given to such claimant withinittigal 60 day period. Any notice for an
extension will explain the reason for the extensiad the date by which the Committee expects ®aualthe claim.

In the event an appeal is denied, the claimanthwilhotified in writing. The Committee shall settfoin the notice:
(i) the specific reason or reasons for the derfigth® claim;
(i) the specific references to the pertinent Rasvisions on which the denial is based,;

(i) a statement of the claimant's right to reegiupon request and free of charge, reasonablssatweand copies of, all documents, records,
and other information relevant to the claimantsrolfor benefits; and

(iv) a statement of the claimant's right to bringial action in accordance with Section 502(aERISA.

The decision of the Committee by majority vote khalfinal and binding upon any and all claimairts|uding but not limited to Participants
and their Beneficiaries, and any other individuakking a claim through or under them."

19. Subsection 5.04(a)(i) of Part A is hereby aneelnaly the deletion of the phrase "$90,000" andsthmstitution in lieu thereof of the
following:

"the dollar limitation specified in Code Sectionsli)(1)(A)(The new limit specified in Section 41%b)(A) of the Code shall apply only to
Participants who are credited with at least onertddiBervice on or after the first day of the fitsiitation Year beginning after December 31,
2001.)"

20. Subsection 5.04(c) of Part A is hereby amerdiettive January 1, 1998 by the addition of théofeing:

"For Limitation Years beginning on or after January 998, for purposes of determining Section 4dE@ensation, amounts included purst
to

Section 125 of the Code shall include amounts naili@ble to a Participant in cash in lieu of grdwgalth coverage because the Participant is
unable to certify that he or she has other healtteiage. An amount will be treated as an amoun¢uSdction 125 only if the Employer does
not request or collect information regarding thetiBipant's other health coverage as part of thelknent process for the health plan.”
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21. Subsection 5.04(e) of Part A is hereby amemhgetie addition of the following at the end thereof

"Notwithstanding the foregoing, for Limitation Yeabeginning on or after January 1, 2002, if theefiepayable to a Participant commences
prior to age 62, the maximum dollar limitation defil in paragraph (a)(i), adjusted by paragraphs{@ll be the actuarial equivalent of such
amount payable at age 62. For purposes of thigpgsh, actuarial equivalent shall be based on ldr@pearly retirement reductions or the
mortality table specified in Code Section 417(eHBY an interest rate of 5%, whichever producesnhedler amount.”

22. Subsection 5.04(f) of Part A is hereby amenruethe addition of the following at the end thereof

"Notwithstanding the foregoing, effective for Liraiton Years beginning on or after January 1, 2faBe benefit payable to a Participant
commences after his or her attainment of age &5ddhiar limitation defined in paragraph (a)(i) abpadjusted by paragraph (d), shall be
increased so it is the actuarial equivalent of famlount payable commencing at age 65. For purpdgbss paragraph, actuarial equivalent
shall be determined using the assumptions in Sedti@1(b) of Part A, or the mortality table spesifin Code Section 417(e)(3) and an interest
rate of 5%, whichever produces the smaller incréase

23. Section 5.04 of Part A is hereby amended bytitition by the addition of the following subsedti(l) at the end thereof:

“(I) Notwithstanding any other Plan provision t@tbontrary, with respect to distributions with BBn€ommencement Dates occurring on or
after January 1, 2003, the mortality table usegfoposes of adjusting any benefit or limitatiordenSection 415(b)(2)(B),

(C) or (D) of the Code as set forth in Subsecti@)s(f), or (g) of this Section 5.04 of Part A Bl the mortality table specified in Section 417
(e)(3) of the Code.

24. Article 14 of Part A is hereby replaced ingtgirety by the following effective January 1, 2002
"14.01 TOP HEAVY PROVISIONS
(a) For purposes of this Section, the followingriershall have the meanings indicated below:
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() "AGGREGATION GROUP" means either:

(A) A "PERMISSIVE AGGREGATION GROUP". The Committeeay also include any other qualified plan not regpito be included in the
Required Aggregation Group, provided the resulgmup, taken as a whole, would continue to satlsfyprovisions of Sections 401(a)(4) and
410 of the Code. Such group shall be known as miBsive Aggregation Group.

(B) A "REQUIRED AGGREGATION GROUP". In determiniregRequired Aggregation Group hereunder, each igalfian of the Employer

or an Affiliated Employer in which a Key Employearficipates and each other plan of the EmployemoAffiliated Employer, including
terminated plans maintained within the one-yeaiopeending on the Determination Date, which enablgsplan in which a Key Employee
participates to meet the requirements of Secti@ia)(4) or 410 of the Code will be required todggregated. Such group shall be known as a
Required Aggregation Group. Notwithstanding theefming, the Required Aggregation Group will notliile "safe harbor" plans described in
Section 401(k)(12) and 401(m)(11) of the Code.

Solely for purposes of determining if the Plan oy ather qualified plan in the Required Aggregat@®mup is a top heavy plan for a Plan Y
the accrued benefits of Non-Key Employees shatldtermined for Plan Years beginning after 1986 utttke method, if any, which is
uniformly applied for accrual purposes under afirted benefit plans maintained by the Employer &ilidted Employers or, if there is no su
method, as if such benefit accrued not more ragftiy under the slowest accrual rate permitted u8detion 411(b)(1)(C) of the Code.

In no event shall this Plan be considered a topyhpkan if it is part of a Required Aggregation @poor a Permissive Aggregation Group that
is not a top heavy group.

Only those plans of the Employer or Affiliated Emypérs in which the determination dates fall wittlie same calendar year shall be
aggregated in order to determine whether such @lentop heavy plans.
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(i) "DETERMINATION DATE" means the last day of th@receding Plan Year, except that for the firshPf@ar the Determination Date is the
last day of that Plan Year.

(iii) "EMPLOYEE", "FORMER EMPLOYEE", "KEY EMPLOYEE"and "NON-KEY EMPLOYEE" shall also include Beneéidies of such an
employee.

(iv) "KEY EMPLOYEE" means any employee or formermoyee (including any deceased employee) of thel&yep or an Affiliated
Employer who at any time during the Plan Year cioimtg the Determination Date for the Plan Year urestion is:

(A) An officer of the Employer or Affiliated Empl@y, if such individual received Section 415 Compeios of more than $130,000 as
adjusted. No more than 50 employees (or, if leshergreater of 3 employees or 10% of the emplgysted| be treated as officers (exclusive
employees described in

Section 414(q)(8) of the Code).

(B) A 5% owner of the Employer or an Affiliated Efoper. A "5% owner" means a person owning (or coeid as owning, within the
meaning of Section 318 of the Code) more than 5%ebutstanding stock of the Employer or an Adfiid Employer, or stock possessing
more than 5% of the total combined voting powealbstock of the Employer or an Affiliated Employ@r having more than 5% of the capital
or profits interest in any Employer or Affiliatedriployer that is not a corporation determined ursil@ilar principles).

(C) A 1% owner of the Employer or an Affiliated Elaper having Section 415 Compensation of more $&50,000. A "1% owner" means
any person who would be described in paragraphv)@j above if "1%" were substituted for "5%" im&h place where it appears in paragraph

@(@v)(B).
A Key Employee shall be determined in accordandh thie provisions of Section 416(i) of the Code.
(v) "NON-KEY EMPLOYEE" means an employee who is adtey Employee, including any employee who isranfer Key Employee.

(vi) "VALUATION DATE" means the date used to calaté the value of accrued benefits or account bekafar purposes of determining the
top heavy ratio specified in paragraph (b) below.
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For purposes of this Plan, the Valuation Date dtwlthe valuation date used for computing the Plamimum funding requirements under
Section 412 of the Code. For each other plan, tileation Date shall be, subject to

Section 416 of the Code, the most recent Valuddate which falls within or ends within the twelvensecutive months ending on the
applicable determination date for such plan.

(b) TOP HEAVY PLAN

The Plan shall be deemed a top heavy plan form YRéar if, as of the Valuation Date preceding thpligable Determination Date, the sum of
(1) the present value of accrued benefits of KeyBgees under this Plan and all other defined bepkins in the Aggregation Group, and (2)
the account balances of Key Employees under aleefcontribution plans in the Aggregation Groupeeds 60% of the sum of (3) the pre
value of accrued benefits of all Participants urttex Plan and all other defined benefit planshim Aggregation Group (but excluding
Participants who are former Key Employees); and

(4) the account balances of all Participants uadletefined contribution plans in the AggregatioroGp.

For purposes of this test, the following rules kapply:

(i) Subject to subparagraph (ii) below, any disttibns from this Plan or any other plan in the Aggation Group, and any accrued benefit
distributed from any other plan in the Aggregat®mup during the one-year period ending on the iD@teation Date (in the case of any
distribution made for a reason other than separditam service, death or disability, the five-ygariod ending on the Determination Date)
shall be taken into consideration.

(ii) The benefits of and distributions to all formemployees who have not been credited with at m@s Hour of Service during the one-year
period ending on the Determination Date shall Iseedjarded, provided, however, that if such formapByee again completes an Hour of
Service with the Employer after such one-year gkrsoich former Employee's accounts shall be tak®nconsideration.

Notwithstanding any provision of this paragraph @i the contrary, in any Plan Year in which thiarPis a top heavy Plan, each I-Key
Employee who is also covered under a defined dmutidn plan of the Employer, shall accrue a MinimBenefit as provided by this Plan.

Notwithstanding any provision of this paragraph @i the contrary, in any Plan Year in which thiarPis a top heavy Plan, each I-Key
Employee who is also covered under a defined dauttdn plan of the
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Employer, shall have credited to his defined cbntibn plan account a minimum Employer contributdmual to the minimum contribution
provided by such defined contribution plan; howeugno event shall the minimum Employer contribatbe less than 5% of such Participe
Section 415 Compensation. No Minimum Benefit shadlrue under this Plan.

(iii) If an Employee is a Non-Key Employee for tR&an Year containing the Determination Date, behsadividual was a Key Employee
during any previous Plan Year, the value of his@rbenefits and distributions shall not be tak#a consideration.

(iv) Solely for purposes of determining if the Plamany other plan in the Required Aggregation @risua top heavy plan for a Plan Year, the
accrued benefits under any defined benefit plafdanf-Key Employees shall be determined for Planr¥ &aginning after 1986 under the
method, if any, which is uniformly applied for agaf purposes under all defined benefit plans maiathby the Employer or an Affiliated
Employer or, if there is no such method, as if sbehefit accrued not more rapidly than under tbevskt accrual rate permitted under Section
411(b)(1)(C) of the Code.

(v) The determination of account balances undedefihed contribution plans in the Aggregation Grahall be increased for contributions «
as of the Determination Date to the extent requineder Section 416 of the Code.

(vi) The determination of the present value of aedrbenefits under all defined benefit plans inAlggregation Group shall be based on the
interest rate and mortality table specified in 8ecf.01(a) of part
A.

(vii) Distributions, rollovers and trust to trusahsfers shall be taken into consideration to #ierg required under Section 416 of the Code.

(viii) "Deductible employee contributions” (withthe meaning of Section 501(c)(18)(D) of the Cod®tdbuted to any plan in the Aggregat
Group shall not be taken into consideration.

The calculation of the top heavy ratio shall be enadaccordance with the provisions of Section dfithe Code.

(c) Notwithstanding any other provision of the Ptarthe contrary, for any Plan Year in which tharPis deemed to be a top heavy plan, the
following provisions shall apply:
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(i) MINIMUM VESTING

Any Participant who completes an Hour of Servica Blan Year in which the Plan is deemed to bedéavy plan shall have a nonforfeitable
interest in a percentage of his or her Accrued Bedetermined by multiplying the Accrued Benefit the applicable percentage from the
following schedule:

YEARS OF VESTING SERVICE VESTED PERCENT AGE
Less than 3 years 0%
3 or more years 100 %

Furthermore, if the vesting schedule under the Rlaany Plan Year shifts into or out of the abeebedule because of the Plan's top heavy
status, such shift shall be regarded as an amendmtre Plan's vesting schedule.

The provisions of this paragraph (c)(i) shall netdpplied to reduce the Participant's vested ptagercomputed in accordance with the
provisions of the Plan.

(i) MINIMUM BENEFIT

Each Participant who is a Non-Key Employee shalehan Accrued Benefit calculated as of the lastafahe top heavy Plan Year or, if
earlier, as of his or her Severance from Service Dacurring during such Plan Year, at least etuttie product of (A) 2% of his or her
Section 415 Compensation (as defined in Sectioricd 16 the Code) from an Employer or Affiliated Eloper during the five consecutive
years for which the Participant had the highest gamsation, and (B) his or her years of Benefit Berup to a maximum of ten years. |
purposes of this paragraph (ii), years of Bendditvige shall not include Plan Years during which Bian is not a top heavy plan nor a Plan
Year in which no Key or former Key Employee bergetinder the Plan.

For purposes of this Plan, the minimum annualeetent benefit means a benefit payable annuallyarfdrm of a single life annuity (with no
ancillary benefits) beginning at a Participant'siNal Retirement Date.

If a Non-Key Employee participates in a definedtabation plan included in the Aggregation Groupe minimum benefit shall be provided
under this Subsection (ii).

(i) In any Plan Year that the Plan ceases todpehieavy, the above provisions shall no longerygpplcept that the portion of a Participant's
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Accrued Benefit which was vested pursuant to paiyr
(i) above shall remain vested."”

25. Section 1.02 of Part B is hereby amended byduktion of the following at the end thereof:

"Notwithstanding any other Plan provision to thatrary, with respect to lump sum distributions madeor after January 1, 2003, Actuarial
Equivalence shall be determined based on the ritgrtable specified in

Section 417(e)(3) of the Code and an interestaqtel to the rate defined in Section 417(e)(3){()() of the Code for the November
immediately preceding the Plan Year of distribution

26. Section 1.12 of Part B is hereby amended éfedanuary 1, 1998 by the addition of the follogvt the end thereof:

"For purposes of this definition of Compensatiomtributions pursuant to a cafeteria plan estabtisinder Section 125 of the Code shall
include any amounts not available to a Particifimetaish in lieu of group health coverage becausétrticipant is unable to certify that he or
she has other health coverage. An amount will é&&téd as a contribution under

Section 125 of the Code only if the Employer doesraquest or collect information regarding thetiegrant's other health coverage as part of
the enrollment process for the health plan."

27. Section 1.12 of Part B is hereby further amdrigethe addition of the following at the end thadre

"Notwithstanding any provision of the Plan the ¢any, in no event shall a Participant's Compenaatdien into account under the Plan for
Plan Year beginning on or after January 1, 2002edc¢he applicable limit specified in Code Sec#0i(a)(17)(A) for any Plan Year. This
dollar limit on Compensation shall be adjusteddost-of-living increases in accordance with Sectift(a)(17)(B) of the Code. The cost-of-
living adjustment shall apply only to Compensatiaken into account for Plan Years beginning with Bttan Year in which such increase is
effective.

For purposes of determining benefit accruals imMears beginning after December 31, 2001 for Eipeints who earn an Hour of Service
after December 31, 2001, Compensation for any [Btian Year shall be limited to $200,000."

28. Article VIl of Part B is hereby amended effgetas of January 1, 2003 by the addition of tHiefang new Section 8.01:
"8.01 MINIMUM DISTRIBUTION REQUIREMENTS
(g) GENERAL RULES
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(k) EFFECTIVE DATE. The provisions of this SectiB)1 will apply for purposes of determining reqdirainimum distributions for calendar
years beginning with the 2003 calendar y

(viii) PRECEDENCE. The requirements of this artial#l take precedence over any inconsistent prowisiof the Plan.

(ix) REQUIREMENTS OF TREASURY REGULATIONS INCORPORED. All distributions required under this Secti®®1 will be
determined and made in accordance with the Treasgrylations under Section 401(a)(9) of the Code.

(x) TEFRA SECTION 242(b)(2) ELECTIONS. Notwithstand the other provisions of this Section 8.01, othen paragraph (a)(iii) above,
distributions may be made under a designation rbaftae January 1, 1984, in accordance with Se@##{b)(2) of the Tax Equity and Fiscal
Responsibility Act ("TEFRA") and the provisionstbe Plan that relate to Section 242(b)(2) of TEFRA.

(h) TIME AND MANNER OF DISTRIBUTION

(k) REQUIRED BEGINNING DATE. The Participant's emtiinterest will be distributed, or begin to betdlirited, to the Participant no later
than the Participant's Required Beginning Date.

(i) DEATH OF PARTICIPANT BEFORE DISTRIBUTIONS BEG®I. If the Participant dies before distributions imgghe Participant's entire
interest will be distributed, or begin to be distried, no later than as follows:

(A) If the Participant's surviving Spouse is thetRgant's sole Designated Beneficiary, then distions to the surviving Spouse will begin by
December 31 of the calendar year immediately fahgwhe calendar year in which the Participant dacby December 31 of the calendar y
in which the Participant would have attained agd./a) if later.

(B) If the Participant's surviving Spouse is na farticipant's sole Designated Beneficiary, thstridutions to the Designated Beneficiary \
begin by December 31 of the calendar year immdglifd#lowing the calendar year in which the Payizit died.
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(C) If there is no Designated Beneficiary as oft8eber 30 of the year following the year of thetlegrant's death, the Participant's entire
interest will be distributed by December 31 of tiadendar year containing the fifth anniversaryhaf Participant's death.

(D) If the Participant's surviving Spouse is thetiegant's sole Designated Beneficiary and theisiurg Spouse dies after the Participant but
before distributions to the surviving Spouse betiirs Subsection 8.01(b)(ii), other than Subsec8idi (b)(ii)(A), will apply as if the surviving
Spouse were the Participant.

For purposes of this Subsection 8.01(b)(ii) ands&ation 8.01(e), distributions are considered girben the Participant's Required Beginning
Date (or, if Subsection 8.01(b)(ii)(D) applies, thete distributions are required to begin to theiging Spouse under Subsection 8.01(b)(ii)
(A). If annuity payments irrevocably commence te Barticipant before the Participant's RequiredifBeégg Date (or to the Participant's
surviving Spouse before the date distributionsrageiired to begin to the surviving Spouse unders8ation 8.01(b)(ii)(A), the date
distributions are considered to begin is the da&idutions actually commence.

(iii) FORM OF DISTRIBUTION. Unless the Participamthterest is distributed in the form of an anngpitychased from an insurance company
or in a single sum on or before the Required BagmDate, as of the first Distribution Calendar ¥ dastributions will be made in accordance
with Sections (c), (d) and (e) of this Section 8@1he Participant's interest is distributed e form of an annuity purchased from an insurance
company, distributions thereunder will be madedocadance with the requirements of Section 401ja{$he Code and the Treasury
regulations. Any part of the Participant's intergbich is in the form of an individual account deised in Section 414(k) of the Code will be
distributed in a manner satisfying the requiremeifitsection 401(a)(9) of the Code and the Treasegylations that apply to individual
accounts.

(i) DETERMINATION OF AMOUNT TO BE DISTRIBUTED EACHYEAR

(i) GENERAL ANNUITY REQUIREMENTS. If the Participdls interest is paid in the form of annuity distiilons under the plan, payments
under the annuity will satisfy the following reqeinents:
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(A) the annuity distributions will be paid in pedic payments made at intervals not longer thanyeas;
(B) the distribution period will be over a life (bves) or over a period certain not longer thaa pleriod described in Subsection (d) or (e);

(C) once payments have begun over a period cetta@meriod certain will not be changed even iffieeiod certain is shorter than the
maximum permitted;

(D) payments will either be nonincreasing or inseeanly as follows:

(1) by an annual percentage increase that doesxgetd the annual percentage increase in a cdisiraf-index that is based on prices of all
items and issued by the Bureau of Labor Statistics;

(2) to the extent of the reduction in the amounthef Participant's payments to provide for a suwhenefit upon death, but only if the
Beneficiary whose life was being used to deterntlieedistribution period described in Subsectiondidy or is no longer the Participant's
Beneficiary pursuant to a Qualified Domestic Reliasi Order within the meaning of section 414(p);

(3) to provide cash refunds of employee contrimgiapon the Participant's death; or
(4) to pay increased benefits that result fromanRImendment.

(i) AMOUNT REQUIRED TO BE DISTRIBUTED BY REQUIREMEGINNING DATE. The amount that must be distributedor before

the Participant's Required Beginning Date (ohé Participant dies before distributions begin,dhge distributions are required to begin under
Subsection 8.01(b)(ii)(A) or (B) is the paymentttisarequired for one payment interval. The secpagiment need not be made until the end of
the next payment interval even if that paymentrirgbends in the next calendar year. Payment iaterare the periods for which payments are
received, e.g., bi-monthly, monthly, semi-annuadliyannually. All of the Participant's benefit acals as of the last day of the first Distribution

Calendar Year will be included in the calculatidrihe
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amount of the annuity payments for payment interealding on or after the Participant's RequirediBengg Date.

(iii) ADDITIONAL ACCRUALS AFTER FIRST DISTRIBUTIONCALENDAR YEAR. Any additional benefits accruing tioe Participant in
a calendar year after the first Distribution Calendear will be distributed beginning with the fiayment interval ending in the calendar year
immediately following the calendar year in whicltkswamount accrues.

(d) REQUIREMENTS FOR ANNUITY DISTRIBUTIONS THAT COMENCE DURING PARTICIPANT'S LIFETIME

(i) JOINT LIFE ANNUITIES WHERE THE BENEFICIARY IS T THE PARTICIPANT'S SPOUSE. If the Participantigerest is being
distributed in the form of a Joint and Survivor Auity for the joint lives of the Participant and anspouse Beneficiary, annuity payments to be
made on or after the Participant's Required Begmiiate to the Designated Beneficiary after thei€pant's death must not at any time
exceed the applicable percentage of the annuitynpayfor such period that would have been payabike Participant using the table set forth
in Q&A-2 of Section 1.401(a)(9)-6T of the Treasuegulations. If the form of distribution combineda@int and Survivor Annuity for the joint
lives of the Participant and a nonspouse Beneji@ad a period certain annuity, the requiremerthépreceding sentence will apply to anni
payments to be made to the Designated Beneficfaey the expiration of the period certain.

(i) PERIOD CERTAIN ANNUITIES. Unless the Participts Spouse is the sole Designated Beneficiantlaaéorm of distribution is a period
certain and no life annuity, the period certaindarannuity distribution commencing during the Ragant's lifetime may not exceed the
applicable distribution period for the Participander the Uniform Lifetime Table set forth in Sectil.401(a)(9)-9 of the Treasury regulations
for the calendar year that contains the Benefit @emcement Date. If the Benefit Commencement Daegules the year in which the
Participant reaches age 70, the applicable digtoibyeriod for the Participant is the distributiperiod for age 70 under the Uniform Lifetime
Table set forth in Section 1.401(a)(9)-9 of theabury regulations plus the excess of 70 over teeo&the Participant as of the Participant's
birthday in the year that contains the Benefit Ca@noement Date. If the Participant's Spouse is #ingdipant's sole Designated Beneficiary
and the form of distribution is a period certain ao life annuity, the period certain may not exttee longer of the Participant's applicable
distribution period, as determined under this Satise (d)(ii), or the joint life and last
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survivor expectancy of the Participant and thei€lpeint's Spouse as determined under the JoinLastdSurvivor Table set forth in Section
1.401(a)(9)-9 of the Treasury regulations, usirggRlarticipant's and Spouse's attained ages ae Efdtticipant's and Spouse's birthdays in the
calendar year that contains the Benefit CommencebDate.

(e) REQUIREMENTS FOR MINIMUM DISTRIBUTIONS WHERE FRTICIPANT DIES BEFORE DATE DISTRIBUTIONS BEGIN

() PARTICIPANT SURVIVED BY DESIGNATED BENEFICIARY If the Participant dies before the date distribatdf his or her interest
begins and there is a Designated Beneficiary, #rédipant's entire interest will be distributegginning no later than the time described in
Subsection (b)(ii))(A) or (B), over the life of tli¥esignated Beneficiary or over a period certainexameeding:

(A) unless the Benefit Commencement Date is befoedirst Distribution Calendar Year, the Life Expency of the Designated Beneficiary
determined using the Beneficiary's age as of theeBaary's birthday in the calendar year immedjefellowing the calendar year of the
Participant's death; or

(B) if the Benefit Commencement Date is beforefitst Distribution Calendar Year, the Life Expectsrof the Designated Beneficiary
determined using the Beneficiary's age as of theeBaary's birthday in the calendar year that aorg the Benefit Commencement Date.

(i) NO DESIGNATED BENEFICIARY. If the Participarties before the date distributions begin and tieen® Designated Beneficiary as of
September 30 of the year following the year ofRlagticipant's death, distribution of the Particifgmentire interest will be completed by
December 31 of the calendar year containing ttile &sihniversary of the Participant's death

(iii) DEATH OF SURVIVING SPOUSE BEFORE DISTRIBUTIOBITO SURVIVING SPOUSE BEGIN. If the Participant sligefore the da
distribution of his or her interest begins, thetRgrant's surviving Spouse is the Participantle €esignated Beneficiary, and the surviving
Spouse dies before distributions to the survivipguse begin, this Subsection (e) will apply abéf surviving Spouse were the Participant,
except that the time by which distributions muggibewill be determined without regard to Subsectio){ii)(A).
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(f) DEFINITIONS

(i) DESIGNATED BENEFICIARY. The individual who iseignated as the Beneficiary and is the desigrizedficiary under Section 401(a)
(9) of the Code and Section 1.401(a)(9)-1, Q&A#the Treasury regulations.

(i) DISTRIBUTION CALENDAR YEAR. A calendar year fowvhich a minimum distribution is required. Fortdisutions beginning before the
Participant's death, the first Distribution Calen®ear is the calendar year immediately precedirgcalendar year which contains the
Participant's Required Beginning Date. For distitns beginning after the Participant's death fitls¢ Distribution Calendar Year is the
calendar year in which distributions are requilete¢gin pursuant to Subsection (b)(ii).

(iii) LIFE EXPECTANCY. Life expectancy as computby use of the Single Life Table in Section 1.40(q®P of the Treasury regulations.
(iv) REQUIRED BEGINNING DATE. The date describedSection 5.06(b) of the Plan.”

29. Subsection 14.17(b)(i) of Part B is hereby aseerby the addition of the following at the endréud:

"Effective for distributions after December 31, 200

(1) an Eligible Rollover Distribution does not inde any hardship distribution, and

(2) a portion of a distribution shall not fail te lan Eligible Rollover Distribution merely becaule portion consists of after-tax employee
contributions which are not includible in grossame. However, such portion may be paid only toralividual retirement account or annuity
described in Section 408(a) or (b) of the Codepa qualified defined contribution plan descrilyed

Section 401(a) or 403(a) of the Code which agreegparately account for amounts so transferrethyding separately accounting for the
portion of such distribution which is includible gmoss income and the portion of such distributidrich is not so includible."

30. Subsection 14.17(b)(ii) of Part B is hereby adea by the addition of the following at the endrdof:

"Effective for distributions after December 31, 20@n Eligible Retirement Plan shall also meanratudly contract described in Section 40:
of the Code and an eligible plan under Section @6@{ the Code which is maintained by an eligibigpéoyer described in Section 457(e)(1)
of the Code.
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The definition of Eligible Retirement Plan shalé@alapply in the case of a distribution to a sungvEpouse, or to a Spouse or former Spouse
who is the Alternate Payee under a qualified doimesltations order, as defined in Code Section g4 (

31. Article XI of part B is hereby amended effeetior claims filed on or after January 1, 2003 iy tleletion of Section 11.11 and the
substitution in lieu thereof of the following:

"11.1.1 PROCEDURE FOR CLAIMING BENEFITS UNDER THE P LAN

(a) Claims for benefits under the Plan made byréidjaant or Beneficiary covered by the Plan musshbbmitted in writing to the Committee.
Approved claims will be processed and instructisssied to the Trustee authorizing payments as el&im

If a claim is denied in whole or in part, the Cortteg shall notify the claimant of its decision bgitten notice, in a manner calculated to be
understood by the claimant. The Committee shalisét in the notice:

(i) the specific reason or reasons for the derfithe claim;
(ii) the specific references to the pertinent Rlaavisions on which the denial is based;

(iii) a description of any additional material aférmation necessary to perfect the claim, andx@te@ation of why such material or
information is necessary;

(vi) an explanation of the Plan's claim review @aare; and

(v) a statement of the claimant's right to bring\él action in accordance with section 502(a) &IEA if the claimant's claim is denied upon
review.

Such notification shall be given within 90 dayseathe claim is received by the Committee. Thisqeemay be extended for another 90 days if
the claimant is notified that the extension is sseey due to matters beyond the control of the,Plafore the end of the original @2y period
Any notice for an extension will explain the reasonthe extension and the date by which the Comemiéxpects to rule on the claim.

(b) Upon denial of a claim in whole or in part,laimant or his duly authorized representative shalle the right to submit a written request to
the Committee for a full and fair review of the @hclaim, to submit written comments, documergsprds, and other information relating to
the claim, and to be
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provided, upon request and free of charge, acoesstl copies of, all documents, records and dtiiermation relevant to the claimant's claim
for benefits. A request for review of a claim mbstsubmitted within 60 days of receipt by the ckaitnof written notice of the denial of the
claim.

The Committee shall advise the claimant of theltesi the review within 60 days after receipt loé twritten request for review. This period
may be extended for another 60 days if the Comendgtermines that special circumstances requisximsion of time for processing the
request and if written notice of such extension eincbimstances is given to such claimant withinittigal 60 day period. Any notice for an
extension will explain the reason for the extensiad the date by which the Committee expects ®aulthe claim.

In the event an appeal is denied, the claimantheilhotified in writing. The Committee shall settfoin the notice:
(i) the specific reason or reasons for the derfigth® claim;
(i) the specific references to the pertinent Ravisions on which the denial is based,;

(iii) a statement of the claimant's right to reegiupon request and free of charge, reasonablssatweand copies of, all documents, records,
and other information relevant to the claimantsmlfor benefits; and

(iv) a statement of the claimant's right to bringhal action in accordance with Section 502(aE6t1SA.

The decision of the Committee by majority vote khelfinal and binding upon any and all claimainis|uding but not limited to Participants
and their Beneficiaries, and any other individuakking a claim through or under them."

32. Subsection 5.04(d)(iv) of Part B is hereby adeehby the deletion of the phrase "$90,000" whearé\appears and the substitution in lieu
thereof of the following:

"the dollar limitation specified in Code Sectionsl)(1)(A)."
And further amended by the addition of the follogvit the end thereof:

"The new limit specified in Section 415(b)(1)(A) thle Code shall apply only to Participants whoasslited with at least one Hour of Service
on or after the first day of the first Limitatiore'¥r beginning after December 31, 2001."

33. Subsection 5.04(d)(iii) of Part B is hereby aded effective January 1, 1998 by the additiorheffollowing:
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"For Limitation Years beginning on or after January 998, for purposes of determining Section 4df@ensation, amounts included purst
to

Section 125 of the Code shall include amounts nalti@ble to a Participant in cash in lieu of grdngalth coverage because the Participant is
unable to certify that he or she has other healtteiage. An amount will be treated as an amoun¢u8dction 125 only if the Employer does
not request or collect information regarding thetiBipant's other health coverage as part of thelknent process for the health plan.”

34. Subsection 5.04(d)(x)(c) of Part B is hereblgtel.
35. Subsection 5.04(d)(x)(D) of Part B is herebyeaded by the addition of the following at the eneréof:

"Notwithstanding the foregoing, for Limitation Yeabeginning on or after January 1, 2002, if theefiepayable to a Participant commences
prior to age 62, the maximum dollar limitation ¢hefdl in paragraph (a)(i), adjusted by paragraphstdill be the actuarial equivalent of such
amount payable at age 62. For purposes of thigpgsh, actuarial equivalent shall be based on ldr@pearly retirement reductions or the
mortality table specified in Code Section 417(eHB8Y an interest rate of 5%, whichever producesitialer amount."

36. Subsection 504(d)(x)(E) of Part B is hereby radeel by the addition of the following at the endréof:

"Notwithstanding the foregoing, effective for Liraiton Years beginning on or after January 1, 2faBe benefit payable to a Participant
commences after his or her attainment of age @xddiiar limitation defined in paragraph (a)(i) &bpadjusted by paragraph (d), shall be
increased so it is the actuarial equivalent of @ardount payable commencing at age 65. For purpafdess paragraph, actuarial equivalent
shall be determined using the assumptions in Seéti@2(d), or the mortality table specified in C&kction 417(e)(3) and an interest rate of
5%, whichever produces the smaller increase."

37. Section 5.04(d)(x) of Part B is hereby amenulethe addition of the following subsection (F}fz end thereof:

"(F) Notwithstanding any other Plan provision te tontrary, with respect to distributions with bneommencement dates occurring on or
after January 1, 2003 the mortality table usegfoposes of adjusting any benefit or limitation @n8ection 415(b)(2)(B),

(C) or (D) of the Code shall be the mortality taffeecified in

Section 417(e)(3) of the Code."

38. Article XV of Part B is hereby replaced in étstirety by the following effective January 1, 202
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(ii)
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(vi) "VALUATION DATE" means the date used to calatg the value of accrued benefits or account bekafar purposes of determining the
top heavy ratio specified in paragraph (b) below.

For purposes of this Plan, the Valuation Date dtwlthe valuation date used for computing the Plamimum funding requirements under
Section 412 of the Code. For each other plan, tileation Date shall be, subject to

Section 416 of the Code, the most recent Valudliate which falls within or ends within the twelvensecutive months ending on the
applicable determination date for such plan.

(b) TOP HEAVY PLAN

The Plan shall be deemed a top heavy plan form rar if, as of the Valuation Date preceding thpli@able Determination Date, the sum of
(1) the present value of accrued benefits of KeyBgees under this Plan and all other defined bepkins in the Aggregation Group, and (2)
the account balances of Key Employees under alheefcontribution plans in the Aggregation Groupeeds 60% of the sum of (3) the pre:
value of accrued benefits of all Participants urttexr Plan and all other defined benefit planshim Aggregation Group (but excluding
Participants who are former Key Employees); and

(4) the account balances of all Participants uatlatefined contribution plans in the Aggregatioro@.

For purposes of this test, the following rules kapply:

(i) Subject to subparagraph (ii) below, any disttibns from this Plan or any other plan in the Aggation Group, and any accrued benefit
distributed from any other plan in the Aggregat®mup during the one-year period ending on the iD@teation Date (in the case of any
distribution made for a reason other than separditam service, death or disability, the five-ygariod ending on the Determination Date)
shall be taken into consideration.

(ii) The benefits of and distributions to all formemployees who have not been credited with at m@s Hour of Service during the one-year
period ending on the Determination Date shall Iseedjarded, provided, however, that if such formapByee again completes an Hour of
Service with the Employer after such one-year gkrsoich former Employee's accounts shall be tak®nconsideration.

Notwithstanding any provision of this paragraph @i the contrary, in any Plan Year in which thiarPis a top heavy Plan, each I-Key
Employee who is also covered under a defined dauttdn plan of the Employer, shall accrue a MinimBemefit as provided by this Plan.
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Notwithstanding any provision of this paragrapht@i the contrary, in any Plan Year in which thiarPis a top heavy Plan, each I-Key
Employee who is also covered under a defined dautidn plan of the Employer, shall have creditetitodefined contribution plan account a
minimum Employer contribution equal to the minimeontribution provided by such defined contributfdan; however, in no event shall the
minimum Employer contribution be less than 5% daftsRarticipant's Section 415 Compensation. No MimmBenefit shall accrue under this
Plan.

(iii) If an Employee is a Non-Key Employee for tR&an Year containing the Determination Date, bghsndividual was a Key Employee
during any previous Plan Year, the value of his@rbenefits and distributions shall not be tak#a consideration.

(iv) Solely for purposes of determining if the Plamany other plan in the Required Aggregation @risua top heavy plan for a Plan Year, the
accrued benefits under any defined benefit plaridanf-Key Employees shall be determined for Planr¥ &aginning after 1986 under the
method, if any, which is uniformly applied for agat purposes under all defined benefit plans meiathby the Employer or an Affiliated
Employer or, if there is no such method, as if sbehefit accrued not more rapidly than under tbevskt accrual rate permitted under Section
411(b)(1)(C) of the Code.

(v) The determination of account balances undedefihed contribution plans in the Aggregation Grahall be increased for contributions «
as of the Determination Date to the extent requinedier Section 416 of the Code.

(vi) The determination of the present value of aedrbenefits under all defined benefit plans inAlggregation Group shall be based on the
interest rate and mortality table specified in fecf.02.

(vii) Distributions, rollovers and trust to trusansfers shall be taken into consideration to #terg required under Section 416 of the Code.

(viii) "Deductible employee contributions" (withthe meaning of Section 501(c)(18)(D) of the Cod®)jtdbuted to any plan in the Aggregat
Group shall not be taken into consideration.

The calculation of the top heavy ratio shall be enadaccordance with the provisions of Section dfithe Code.
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(c) Notwithstanding any other provision of the Ptarthe contrary, for any Plan Year in which tharPis deemed to be a top heavy plan, the
following provisions shall apply:

(i) MINIMUM VESTING

Any Participant who completes an Hour of Servica iRlan Year in which the Plan is deemed to be@déavy plan shall have a nonforfeitable
interest in a percentage of his or her Accrued Bedetermined by multiplying the Accrued Benefit the applicable percentage from the
following schedule:

YEARS OF VESTING SERVICE VESTED PERCENT AGE
Less than 3 years 0%
3 or more years 100 %

Furthermore, if the vesting schedule under the Rlaany Plan Year shifts into or out of the abeebedule because of the Plan's top heavy
status, such shift shall be regarded as an ameridmtre Plan's vesting schedule.

The provisions of this paragraph (c)(i) shall netdpplied to reduce the Participant's vested peagercomputed in accordance with the
provisions of the Plan.

(ii) MINIMUM BENEFIT

Each Participant who is a Non-Key Employee shalehan Accrued Benefit calculated as of the lastafahe top heavy Plan Year or, if
earlier, as of his or her Severance from Service Dacurring during such Plan Year, at least etuttie product of (A) 2% of his or her
Section 415 Compensation (as defined in Sectioifcd 1B the Code) from an Employer or Affiliated Eloper during the five consecutive
years for which the Participant had the highest gamsation, and (B) his or her years of Benefit Berup to a maximum of ten years. |
purposes of this paragraph (ii), years of Bendditvige shall not include Plan Years during which Bian is not a top heavy plan nor a Plan
Year in which no Key or former Key Employee bergefihder the Plan.

For purposes of this Plan, the minimum annualeetgnt benefit means a benefit payable annuallyerfdrm of a single life annuity (with no
ancillary benefits) beginning at a Participant'siNal Retirement Date.
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If a Non-Key Employee participates in a definedtdbution plan included in the Aggregation Groupe minimum benefit shall be provided
under this Plan.

(iii) In any Plan Year that the Plan ceases todpehieavy, the above provisions shall no longeryagpicept that the portion of a Participant's
Accrued Benefit which was vested pursuant to paly(i) above shall remain vested.”

IN WITNESS WHEREOF, the Sponsoring Employer hassedithis amendment to be executed by its duly aizégwrepresentative and its <
affixed hereto on this 28h day of October, 2002.

WATTS INDUSTRIES, INC.

By: /s/ William C. McCartney

(Seal)

46



EXHIBIT 10.13
WATTS INDUSTRIES, INC.
2003 NON-EMPLOYEE DIRECTORS' STOCK OPTION PLAN
SECTION 1. GENERAL PURPOSE OF THE PLAN; DEFINITIONS

The name of the plan is the Watts Industries, 2003 Non-Employee Directors' Stock Option Plan (fkan™). The purpose of the Plan is to
promote the interests of Watts Industries, Ine (lfiompany") by providing an incentive to obtairdasatain the services of highly-qualified
persons who are neither officers nor employeebefdompany to serve as members of the Board otn®of the Company. It is anticipated
that providing such persons with a direct stakinegnCompany's welfare will assure a closer ideggtfon of their interests with those of the
Company, thereby stimulating their efforts on th@r@any’s behalf and strengthening their desirertwain with the Company.

The following terms shall be defined as set forttoly:

"ACT" means the Securities Act of 1933, as amendad,the rules and regulations thereunder.

"BOARD" means the Board of Directors of the Company

"CODE" means the Internal Revenue Code of 198@naanded, and any successor Code, and related negesations and interpretations.
"EFFECTIVE DATE" means the date on which the Peapproved by stockholders as set forth in Se&ion

"EXCHANGE ACT" means the Securities Exchange Ac1884, as amended, and the rules and regulatiensuhder.

"FAIR MARKET VALUE" of the Stock on any given dateeans the fair market value of the Stock determinggbod faith by the Board;
provided, however, that if the Stock is admittedjtmtation on the National Association of Secusiliealers Automated Quotation System
("NASDAQ"), NASDAQ National System or a nationakseities exchange, the determination shall be nbgd®ference to market quotations.
If there are no market quotations for such date didtermination shall be made by reference toastedate preceding such date for which there
are market quotations.

"NON-EMPLOYEE DIRECTOR" means a member of the Boatw is not also an officer or employee of the Campor any Subsidiary.
"NON-QUALIFIED STOCK OPTION," "OPTION" or "STOCK OP  TION" means any option
to purchase shares of Stock granted pursuant tioSec

"STOCK" means the class A common stock, par valtié ier share, of the Company, subject to adjussrmmsuant to Section 3.



"SUBSIDIARY" means any corporation or other entitgher than the Company) in which the Company hesndrolling interest, either direc
or indirectly.

SECTION 2. ADMINISTRATION OF PLAN
(a) ADMINISTRATION. The Plan shall be administeriegl the Board.
(b) POWERS OF BOARD. The Board shall have the paametr authority:

(i) to determine and modify from time to time tleerhs and conditions, including restrictions, nabinsistent with the terms of the Plan, of any
Option, which terms and conditions may differ amamgjvidual Options and grantees, and to approedohm of written instruments
evidencing the Options; and

(i) at any time to adopt, alter and repeal sudbsuguidelines and practices for administratiothefPlan and for its own acts and proceedings
as it shall deem advisable; to interpret the teants provisions of the Plan and any Option (inclgdielated written instruments); to make all
determinations it deems advisable for the admaistn of the Plan; to decide all disputes arismgonnection with the Plan; and to otherwise
supervise the administration of the Plan.

All decisions and interpretations of the Board khalbinding on all persons, including the Compang Plan grantees.

(c) INDEMNIFICATION. Neither the Board, nor any méer nor any delegatee thereof, shall be liablefyract, omission, interpretation,
construction or determination made in good faitednnection with the Plan, and the members of tha&r@ (and any delegatee thereof) shall be
entitled in all cases to indemnification and reimgament by the Company in respect of any clains, ldamage or expense (including, without
limitation, reasonable attorneys' fees) arisingesulting therefrom to the fullest extent permitbgdlaw and/or under any directors' and offic
liability insurance coverage which may be in effieotn time to time.

SECTION 3. STOCK ISSUABLE UNDER THE PLAN; MERGERSUBSTITUTION

(a) STOCK ISSUABLE. The maximum number of shareStofck reserved and available for issuance un@ePtan shall be 85,000 shares,
subject to adjustment as provided in Section 3{bj.purposes of this limitation, the shares of Btaederlying any Options which are forfeit
canceled, reacquired by the Company, satisfiedowitthe issuance of Stock or otherwise terminabéltie than by exercise) shall be added
back to the shares of Stock available for issuammcker the Plan. The shares available for issuandertthe Plan may be authorized but
unissued shares of Stock or shares of Stock remchjoy the Company and held in its treasury.

(b) CHANGES IN STOCK. Subject to Section 3(c) hdréoas a result of any reorganization, recapittion, reclassification, stock dividend,
stock split, reverse stock split or other similhacge in the Company's capital stock, the outstagnshares of Stock are increased or decreasec
or are exchanged for a different number or kindhafres or other securities of the Company, or imtdit shares or new or different shares or
other securities of



the Company or other non-cash assets are distdlwith respect to such shares of Stock or othaurgtess, or, if, as a result of any merger or
consolidation, sale of all or substantially altté assets of the Company, the outstanding sh&f&teck are converted into or exchanged for a
different number or kind of securities of the Compar any successor entity (or a parent or subrsidieereof), the Board shall make an
appropriate or proportionate adjustment in (i) teximum number of shares reserved for issuanceruhed>lan, (ii) the number and kind of
shares or other securities subject to any thertandsig Options under the Plan, (iii) the numbeBtdck Options automatically granted to Non-
Employee Directors, and (vi) the price for eachrstgubject to any then outstanding Stock Optioreuthe Plan, without changing the
aggregate exercise price (i.e., the exercise pnigéiplied by the number of Stock Options) as tdalhsuch Stock Options remain exercisable.
The adjustment by the Board shall be final, binding conclusive. No fractional shares of Stockldi@issued under the Plan resulting from
any such adjustment, but the Board in its discnetimy make a cash payment in lieu of fractionatesha

The Board may also adjust the number of sharegsutyj outstanding Options and the exercise pricetlae terms of outstanding Options to
take into consideration material changes in acéongrgractices or principles, extraordinary dividendcquisitions or dispositions of stock or
property or any other event if it is determinedtiy Board that such adjustment is appropriate ¢édadistortion in the operation of the Plan.

(c) MERGERS AND OTHER TRANSACTIONS. Notwithstandiagy other provisions of the Plan, in the event éhetansaction occurs that
results in the Stock not being registered undeti@ed 2 of the Exchange Act, all Options shall terate upon the completion of the
transaction. In all other transactions, the Boaay mither arrange for replacement Options or teagimll Options in exchange for payment in
cash or in kind.

SECTION 4. ELIGIBILITY

Grantees under the Plan will be the Non-Employee Bectors of the Company.
SECTION 5. STOCK OPTIONS
(a) AUTOMATIC GRANT OF OPTIONS.

(i) Each Non-Employee Director who is serving asebior of the Company on the fifth business dagrafach annual meeting of stockholders
of the Company, beginning with the annual meetialgl in 2003, shall automatically be granted on sidesha Non-Qualified Stock Option to
acquire 3,094 shares of Stock.

(ii) The exercise price per share for the Stocketed by a Stock Option granted hereunder shaljbaléo the Fair Market Value of the Stock
on the date the Stock Option is granted.



(b) EXERCISE; TERMINATION.

(i) All Options granted hereunder shall be exefdlisan full as of the grant date. An Option grankessleunder shall not be exercisable after the
expiration of ten years from the date of grant.

(ii) Options granted hereunder may be exercised bylwritten notice to the Company specifying thener of shares to be purchased.
Payment of the full purchase price of the shardsetpurchased may be made by one or more of theodespecified in Section 5(e).

(c) NON-TRANSFERABILITY OF OPTIONS. No Stock Optichall be transferable by the optionee otherwiaa thy will or by the laws of
descent and distribution and all Stock Optionsldimkexercisable, during the optionee's lifetindydoy the optionee, or by the optionee's legal
representative or guardian in the event of theoogg's incapacity. Notwithstanding the foregoihg,Board, in its sole discretion, may provide
in the Option agreement regarding a given Optian the optionee may transfer his Non-Qualified EtOptions to members of his immediate
family, to trusts for the benefit of such family mbkers, or to partnerships in which such family merstare the only partners, provided that
transferee agrees in writing with the Company tdbdend by all of the terms and conditions of tHesnPand the applicable Option.

(d) RIGHTS OF A STOCKHOLDER. An optionee shall hake rights of a stockholder only as to shares iaedupon the exercise of a Stock
Option and not as to unexercised Stock Options.

(e) METHOD OF EXERCISE. Stock Options may be exadiin whole or in part, by giving written noticeexercise to the Company,
specifying the number of shares to be purchasedn@at of the purchase price may be made by oneooe of the following methods:

() In cash, by certified or bank check or othestinment acceptable to the Board;

(i) Through the delivery (or attestation to therwuship) of shares of Stock that have been purdhag¢he optionee on the open market or that
have been beneficially owned by the optionee fdeadt six months and are not then subject toictistis under any Company plan. Such
surrendered shares shall be valued at Fair Mar&ktevon the exercise date; or

(i) To the extent permitted by applicable law, thye optionee delivering to the Company a propexiycuted exercise notice together with
irrevocable instructions to a broker to promptl¥iver to the Company cash or a check payable andmable to the Company for the purchase
price; provided that in the event the optionee slesdo pay the purchase price as so provided pifienee and the broker shall comply with
such procedures and enter into such agreementg@finity and other agreements as the Board shetpbe as a condition of such payment
procedure.



Payment instruments will be received subject téectibn. The delivery of certificates representihg shares of Stock to be purchased pursuan
to the exercise of a Stock Option will be continggpon receipt from the optionee (or a purchasgn@dn his stead in accordance with the
provisions of the Stock Option) by the Companyha&f tull purchase price for such shares and thélfoént of any other requirements
contained in the Option agreement or applicabl&ipions of laws. In the event an optionee choosgmy the purchase price by previously-
owned shares of Stock through the attestation ndethe number of shares of Stock transferred t@gt®nee upon the exercise of the Stock
Option shall be net of the number of shares atieste

SECTION 6. AMENDMENTS AND TERMINATION

The Board may, at any time, amend or discontineePlan and the Board may, at any time, amend aretamy outstanding Option for the
purpose of satisfying changes in law or for anyeothwful purpose, but no such action shall advgmfect rights under any outstanding
Option without the holder's consent. Except as igiexvin Section 3(b) or 3(c), in no event may tloail exercise its discretion to reduce the
exercise price of outstanding Stock Options oratffepricing through cancellation and re-grants.

SECTION 7. STATUS OF PLAN

With respect to the portion of any Option that hasbeen exercised and any payments in Stock er atinsideration not received by a grar
a grantee shall have no rights greater than thbaegeneral creditor of the Company unless the @shall otherwise expressly determine in
connection with any Option or Options.

SECTION 8. GENERAL PROVISIONS

(2) NO DISTRIBUTION; COMPLIANCE WITH LEGAL REQUIREMENTS. The Board may require each person acquiriogk3ursuant to
an Option to represent to and agree with the Compawriting that such person is acquiring the glsawithout a view to distribution thereof.

No shares of Stock shall be issued pursuant topio®@until all applicable securities law and othegal and stock exchange or sim
requirements have been satisfied. The Board mayireethe placing of such stop-orders and restickgends on certificates for Stock and
Options as it deems appropriate.

(b) DELIVERY OF STOCK CERTIFICATES. Stock certifiges to grantees under this Plan shall be deemeddsd for all purposes when t
Company or a stock transfer agent of the Compaalf BAve mailed such certificates in the Unitedt&tanail, addressed to the grantee, at the
grantee's last known address on file with the Compa

(c) OTHER COMPENSATION ARRANGEMENTS. Nothing comad in this Plan shall prevent the Board from aihgpother or additional
compensation arrangements, including trusts, aod atrangements may be either generally applicatbégoplicable only in specific cases.

(d) TRADING POLICY RESTRICTIONS. Option exercisdsall be subject to the Company's insider tradinigcppoas in effect from time to
time.



(e) DESIGNATION OF BENEFICIARY. Each grantee to wh@n Option has been made under the Plan may @ésigrbeneficiary or
beneficiaries to exercise any Option or receive @ayment under any Option payable on or after thatge's death. Any such designation <

be on a form provided for that purpose by the B@ard shall not be effective until received by theaRl. If no beneficiary has been designated
by a deceased grantee, or if the designated baréfkhave predeceased the grantee, the bengfitiall be the grantee's estate.

SECTION 9. EFFECTIVE DATE OF PLAN

This Plan shall become effective upon approvaheytolders of a majority of the votes cast at atmmgef stockholders at which a quorum is
present. Subject to such approval by the stockielded to the requirement that no Stock may bedsereunder prior to such approval, S
Options may be granted hereunder on and after imshopt this Plan by the Board.

SECTION 10. GOVERNING LAW

This Plan, all Options and actions taken hereunddrthereunder, shall be governed by, and consinuactordance with, the laws of the State
of Delaware, applied without regard to conflicl@adv principles.

DATE APPROVED BY BOARD OF DIRECTORS: February 28, 2003

DATE APPROVED BY STOCKHOLDERS:



EXHIBIT 10.19
AMENDMENT NO. 3
WATTS INDUSTRIES, INC.
MANAGEMENT STOCK PURCHASE PLAN, AS AMENDED
March 1, 2001
The Watts Industries, inc. Management Stock PueeRdan, As Amended ("Management Plan"), is herehgraled as follows:

1. The last two sentences of SECTION IV. PARTICIPAN, C. ELECTION TO PARTICIPATE, are hereby deletadheir entirety and
replaced with the following:

IV. Participation

C. ELECTION TO PARTICIPATE. ...Subscription Agreent& must be received by the Company no later thaa 30 of the fiscal year for
which such bonus amount will be determined. A pgréint who is not subject to the shewing profits rule of Section 16 of the Act may is=
his or her Subscription Agreement with respechtoamount of elected RSU s no later than DecembétHe fiscal year for which such bonus
will be determined.

2. Except as provided for in the Amendment No.lI3fahe terms and conditions of the ManagemernhRhall remain in full force and effect.
EXECUTED as of the date first set forth above.
Watts Industries, Inc.

By: /s/ William C. McCartney
William C. McCartney
Treasurer, Secretary and

Chief Financial Officer



EXHIBIT 10.23
SEPARATION AND RELEASE AGREEMENT

This Separation and Release Agreement ("Agreemeng€htered into by and between Michael O. Fif&ngployee™), of 14 Woodcrest Road,
Manchester, Massachusetts 01944 and Watts Indsidini@, including its subsidiaries and affiliatesreinafter referred to individually and
collectively as "the Company"), with a principafioé at 815 Chestnut Street, North Andover, Masssetis 01845. The purpose of this
Agreement is to establish an amicable arrangeneemrfding Employee's employment relationship whth €Company as of May 31, 2003.

Employee acknowledges that he is entering intoAlieement voluntarily and that the Company hasgsadivhim in writing to seek the advice
of an attorney prior to executing this Agreememhpoyee further acknowledges that he has carefaliy and fully understands all aspects of
this Agreement, including that he is voluntarilyigg up his right to bring any and all possibledkeglaims against the Company, including but
not limited to claims relating to his employmentloe termination thereof. By entering into this Agment, Employee acknowledges that the
Company is not admitting in any way that it viokh&ny legal obligation that it owed to him or to/grerson.

In exchange for the Company's payment of severandeother valuable consideration as set forthiswAlgreement, and Employee's execution
of this Agreement and agreement to terminate higlegment with the Company effective May 31, 2008réinafter referred to as the
"Termination Date") and the Employee's agreemenglgase and waive any and all claims against thegany, as set forth in Paragraphs 13
and 14 below, the Company and Employee mutuallgeags follows:

(1) The Company will consider Employee as an ivactimployee of the Company for the period from Nwober 25, 2002 to May 31, 2003
("Inactive Employee Period"). During the Inactivengloyee Period, Employee will be paid his regulasdsalary, less the usual deductions for
taxes and benefits. Such salary payments shallpialkke on the following dates in accordance with@ompany's usual payroll cycle:
December 16, 2002; and on or about the 16th ddgpmdiary through May, 2003. As an inactive emplofz@eployee will not perform any

duties for or on behalf of the Company unless esglyeauthorized by the Company in writing. Durihgstperiod, Employee agrees that he will
provide services to the Company on an as-needésl bas

(2) Commencing effective June 1, 2003, the Comarges to pay severance payments to Employee tingsi$ continuation of Employee's
base salary rate in effect on the Termination Dats appropriate federal, state, FICA and othgrghledeductions, for seven (7) months
through December 31, 2003 ("the Severance PaydPgribhe severance payments will be made on a nyh#sis on or about the 16th day of
each month in the Severance Pay Period in accoedaitic the Company's normal payroll cycle.
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(3) Employee has already been paid his salary waggsthe usual deductions, up to and includingedtber 29, 2002. Employee will not
report to work after November 25, 2002. Employek vd considered to have resigned from active egmkmt and as an officer of the
Company and any of its subsidiaries and affiliaiésctive as of November 25, 2002.

(4) Medical and dental plan participation will conte under the Company's plans until May 31, 2@08hach point Employee's eligibility to
participate in such plans cease unless Employaeisgs extension rights under the COBRA law as lvélexplained under separate cover.
Upon Employee's election of COBRA coverage, the @amy agrees to pay Employee's medical and dehtalyji COBRA premium for the
Severance Pay Period, subject to his continuebiig for COBRA coverage.

(5) Employee's participation in the Company's otheefit plans shall cease in accordance with teeins on May 31, 2003. This includes,
without limitation, the termination of Employee‘arpicipation in the following Company Plans in aatance with the terms of the respective
plan provisions: Stock Option Plans; ManagementiSRurchase Plan; Short-Term Disability Plan; Ldmgm Disability Plan; Pension Plan;
Supplemental Pension Plan; 401(k) Plan; and Lifailance Plan.

(6) Employee will separately receive a payment etjufburteen (14) days accrued vacation, less@pate tax withholdings. As an inactive
employee, no vacation will accrue to Employee fecdl year 2004.

(7) In accordance with the provisions of the Exe®uBonus Plan in which Employee participates,@loenpany will pay Employee his bonus
earned for fiscal year 2002, less the usual taxictézhs, in accordance with the established perdmige goals and guidelines, if and when such
bonuses are awarded in the normal course of thep@oy's business. Mr. Fifer will not be eligiblegarticipate in the Executive Bonus Plan
fiscal year 2003.

(8) The Company will provide the Employee with aise executive outplacement program through LeehtiBlarrison for a period of one (1)
year.

(9) Mr. Fifer's outstanding loan under the ExecaitBtock Purchase Loan Plan ("Loan Plan") will bedbed in accordance with the terms of
Loan Plan and the Promissory Note executed by Eyeplo

(10) Except for the Company cell phone, computeriggent, and automobile (all of which Employee agro return to the Company on or
before December 31, 2002), Employee hereby reptetiest he has delivered, or will deliver, to then@pany any Company property
previously provided to him by the Company togetligh any and all documents, tapes, computer disufsware,
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information, records, drawings, data or any othem@any information and materials in any format vahigere in his possession or under his
control.

(11) Employee also acknowledges and agrees thatgdilre course of his employment with the Compaaybtained or was otherwise
provided with confidential and proprietary inforrwatt from the Company in confidence for use in catio& with his work for the Company.
Employee agrees not to use such information orstdase such information to others. "Confidentigbrmation™ shall include, but not be
limited to, customer lists, brochures, drawingshtéques, processes, "know-how", reports, and atheh information of any nature made
available to Employee by virtue of Employee's aggmm with the Company. This Confidential Inforriwat shall be held in strict confidence
for as long as this Confidential Information is kabwn or available to the general public.

(12) The parties agree that Employee's employméhtthe Company will be terminated effective May, 2003. Employee understands that in
exchange for his release of claims, and other dengiion set forth in this Agreement, against teenfany and others, he is eligible to receive
the severance pay and other valuable consideraticet forth in this Agreement. Employee acknowdsdfat he is entitled to no other
compensation or benefits, other than as expressipgh in this Agreement, and he hereby waivéslaims thereto.

(13) Except for certain vested pension benefitanif, Employee, of his own free will, hereby volmily releases and forever discharges the
Company, its subsidiaries and affiliates, anditd #heir predecessors, successors and assigntsamdiitheir current and former directors,
officers, shareholders, employees and agents,iboiyidually and in their official capacities withose entities, of and from any and all actions
or causes of action, suits, claims, demands, iiegs] charges, complaints, contracts, agreementpeomises, whatsoever, in law or equity,
which against any of them, Employee, his heirscatars, administrators, successors, and assignsiovayhave or hereafter can, shall or may
have for, upon or by reason of any matter, causetion whatsoever, whether or not known to hirat thas occurred up to the date of his
execution of this Agreement, including without ltation those claims arising out of (a) his emplowtrigy the Company (except only such
matter as to which Employee is entitled to coveragan insured, pursuant to the terms of any inserpolicy owned by the Company at the
time that matter shall be deemed to have occur(biljhe compensation, benefits, terms and comditaf his employment and

(c) the decision that his employment shall ceasguding but not limited to, any alleged violatiohTITLE VII OF THE CIVIL RIGHTS ACT
OF 1964, AS AMENDED, THE CIVIL RIGHTS ACT OF 1998ECTIONS 1981 THROUGH 1988 OF TITLE 42 OF THE UNDBTATES
CODE, AS AMENDED, THE NATIONAL LABOR RELATIONS ACTTHE AMERICANS WITH DISABILITIES ACT OF 1990, THE
FAMILY MEDICAL LEAVE ACT (29 U.S.C. SEC. 2601, ETEQ.), THE OCCUPATIONAL SAFETY
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AND HEALTH ACT, THE EMPLOYEE RETIREMENT INCOME SECRITY ACT OF 1974, AS AMENDED, THE AGE
DISCRIMINATION IN EMPLOYMENT ACT OF 1967, AS AMENDB, THE OLDER WORKERS BENEFIT PROTECTION ACT, 29
U.S.C. SECTION 626(f) (1997) and any other fedestate or local laws, regulations or ordinanced/@mpublic policy, contract or tort law,
having any bearing whatsoever on the terms andittonsl and/or cessation of his employment with@wmpany, or any of its subsidiaries and
affiliates and any predecessors or successorsofhéeever had or has as of the date of his eetof this Agreement.

(14) Employee waives the right to file any charge@mplaint on his own behalf and/or to participat@ny charge or complaint which may be
made by any other person or organization on hialbélefore any federal, state, or local court anadstrative agency against the Company, or
any of its subsidiaries and affiliates and its pEabsors, successors, assigns, current and forraetods, officers, shareholders, employees or
agents, except as such waiver is prohibited by &veould any such charge or complaint be filed, Exygé agrees that he will not accept any
relief or recovery therefrom. Employee confirmsttha charge, complaint, or action exists in anyforor form.

(15) Employee acknowledges that he has been gheengportunity to consider this Agreement for tweohe (21) days before signing it. In
the event that Employee signs this Agreement withds than twenty-one (21) days of his receivingétacknowledges that he did so
voluntarily and with knowledge of the opportunityc¢onsider this Agreement for the entire twenty-(#18 day period. Employee also
acknowledges that for a period of seven (7) dajjeviing the date he signs this Agreement he magkevts terms by written notice sent to
RONALD W. GORSKI, CORPORATE ATTORNEY AT 815 CHESTNIWSTREET, NORTH ANDOVER, MA 01845 and postmarkedhivi
seven (7) days of execution. This Agreement slalbecome effective or enforceable until the sg@rday period following his execution
hereof has expired, unless the seventh (7th) daysisturday, Sunday or legal holiday in Massacksjdatwhich event the revocation period
shall not expire until the next following day whighnot a Saturday, Sunday or legal holiday. Nonpeyts will be made under this Agreement
until the seven-day period has expired followingdogee's execution of this Agreement.

(16) Employee agrees to not make any disparagaigraents concerning the Company or any of its didv#s or affiliates or current or
former officers, directors, employees or agentspBgee further agrees not to take any actions ndaot himself in any way that could
reasonably be expected to adversely affect thetagpn or goodwill of the Company or any of its @mt or former officers, directors,
employees or agents. Employer agrees to direengtlloyees whom it informs the terms of this Agreetr{ether than as a result of a financial
disclosure) not to make any disparaging statenemtserning the Employee.
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(17) Employee agrees that he will not solicit ah{Employer's employees for a competing businesstteerwise induce or attempt to induce
such employees to terminate their employment wittpeyer for the period of time through December3103.

(18) This Agreement shall be construed to be araotto be governed by the laws of the Commonwedltlassachusetts, excluding its
conflicts of laws principles. The parties agred thss Agreement represents the entire agreemethiegbarties and supersedes (except as set
forth in Paragraph 6) all prior communications,esgnents or understandings, either oral or wriifeamy, regarding the terms of his
termination.

(19) The parties have read and fully considereth eacl every paragraph of the foregoing Agreemetitae mutually desirous of entering into
such Agreement, provided Employee shall have erécuotarized and returned three (3) originaldisf Agreement to the attention of Ronald
W. Gorski, Corporate Attorney at the address shfim paragraph 15 NO LATER THAN MONDAY, DECEMBEBD, 2002. No severance
payments shall be made or other valuable considarektended under this Agreement unless and th&iEmployee executes the Agreement
and returns it to the Company as provided in thaéaiately preceding sentence.

(20) Employee agrees to keep the existence and tefthis Agreement and the negotiations leadingigoAgreement in the strictest
confidence at all times and not reveal the exist@rderms of this Agreement or such negotiatioray persons except his immediate family
members, his attorney, and his financial advisang, to them only provided that they also agreestepksuch information completely
confidential. Notwithstanding the foregoing, Empéeymay make disclosure to the extent requiredwyolato the extent reasonably necessary
to enforce his rights under this Agreement, PROMIDHOWEVER, that he gives as much advance notigeasonably possible to the
Company concerning any such anticipated disclogtmloyee further represents that at all times tee$igning this Agreement, he has kept
the negotiations leading to this Agreement complatenfidential except for permitted disclosuressasforth in the first sentence of this
Paragraph.

(21) If any term, covenant, condition or provisioirthis Agreement is held by a court of competerisgiction to be invalid, void, or
unenforceable, the remaining terms, covenants anditions shall remain in full force and effect.

EMPLOYEE HAS BEEN ADVISED THAT HE HAS AT LEAST TWENY-ONE (21) DAYS TO CONSIDER THIS AGREEMENT AND
HAS BEEN ADVISED IN WRITING TO CONSULT WITH AN ATT®RNEY PRIOR TO EXECUTION OF THIS AGREEMENT.
EMPLOYEE FURTHER UNDERSTANDS THAT HE MAY REVOKE Tt AGREEMENT
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FOR A PERIOD OF SEVEN (7) DAYS FOLLOWING THE DAY HEXECUTES THE AGREEMENT AND SAID AGREEMENT SHALL
NOT BECOME EFFECTIVE OR ENFORCEABLE UNTIL THE REV@TION PERIOD HAS EXPIRED. EMPLOYEE UNDERSTAND
THAT THIS AGREEMENT WILL BE A BINDING LEGAL DOCUMENTI AND THAT HIS SIGNATURE WILL COMMIT HIM TO ITS
TERMS. HAVING ELECTED TO EXECUTE THIS AGREEMENT, TBULFILL THE PROMISES SET FORTH HEREIN, AND TO
RECEIVE THEREBY THE SUMS AS SET FORTH IN PARAGRAPHAND 2 ABOVE AND OTHER SUMS AND BENEFITS TO WHIC
HE WOULD NOT OTHERWISE BE ENTITLED, EMPLOYEE FREELXND KNOWINGLY, AND AFTER DUE CONSIDERATION,
ENTERS INTO THIS AGREEMENT INTENDING TO WAIVE, SETJE AND RELEASE ALL CLAIMS HE HAS OR MIGHT HAVE
AGAINST THE COMPANY AND RELATED PERSONS AND ENTITI&.

NOW THEREFORE, the parties to this Agreement hesaytheir hands and seals on this 30 day of DECERIR002,

/sl Michael O. Fifer

Michael O. Fifer

Sworn to before me this 30th day of DECEMBER, 2002

/sl Kathy Bradley

Notary Public
My Commission Expires: 9-7-02

WATTS INDUSTRIES, INC.

By: /s/ William C. McCartney



EXHIBIT 21

SUBSIDIARY Ju

Watts Industries, Inc.

Watts Regulator Co.

Watts Securities Corporation
Watts Business Trust

Webster Investment Company
Watts Drainage Products, Inc.
Jameco Industries, Inc.
Anderson-Barrows Metals Corporation
Webster Valve, Inc.

Rudolph Labranche, Inc.

Ames Holdings, Inc.

Watts Spacemaker, Inc.

Watts Radiant, Inc.

Watts Distribution Company, Inc.
Watts Premier, Inc.

Hunter Innovations, Inc.

Watts Intermes GmbH

Watts Ocean NV

Watts MTB AD

Watts Industries Canada

Watts Investment Company Canada Ltd.

RISDICTION OF INCORPORATION

MA

MA

DE

DE

NY

CA

NH

NH

DE

CA

DE

DE

AZ

CA
Austria
Belgium
Bulgaria
Canada

Canada



Tanguu Watts Valve Co., LTD

Tianjin Tanggu Watts Bronze Valve Company Limited
Taizhou Shida Pipe Product Manufacturing Co., Ltd.
Tianjin Watts Valve Co.

Watts Eurotherm SA

Watts Electronics SA

WIG Armaturen Vertriebs GmbH

Watts Germany Holding GmbH

Watts Industries Deutchland

WSA Heizungs & Sanitartechnik GmbH

W1C Verwaltungs & Beteiligungs GmbH

Watts Instrumentation GmbH

Watts Italy Holding SPA f/k/a Intemes SpA

Watts Londa SPA

Watts Intermes f/k/a WLI S.R.L.

Watts Cazzaniga S.p.A.

Immobiliare Cazziniga S.r.l.

Watts Stern Rubinetti S.r.l.

Watts Industries Europe BV

Philabel BV

China
China
China
China
France
France
Germany
Germany
Germany
Germany
Germany
Germany
Italy

Italy

Italy

Italy

Italy

Italy
Netherlands

Netherlands



Watts Ocean BV

Anderson Barrows Benelux BV
Watt Europe Services BV
Watts Industries, Sp. Z.0.0
Watts Industries Iberica SA
Watts Sweden Holding AB
Watts Eminent AB

Watts Industries Nordic AB
Lefeva AB

Watts Intermes AG

Watts Industries Tunisia

Watts U.K. Ltd.

Netherlands
Netherlands
Netherlands
Poland
Spain
Sweden
Sweden
Sweden
Sweden
Switzerland
Tunisia

UK



Exhibit 23
INDEPENDENT AUDITORS' CONSENT

The Board of Directors and Stockholders
Watts Industries, Inc.

We consent to the incorporation by reference inféHewing registration statements of Watts Indiesty Inc. (1) No. 333-32685 on Form S-8,
(2) No. 33-37926 on Form S-8, (3) No. 33-69422 om#S-8, (4) No. 33-64627 on Form S-8, (5) No. 8387 on Form S-8 and (6) No. 333-
85862 on Form S-3 of our report dated Februarn20@3, except as to note 19, which is as of Margl2283, with respect to the Consolidated
Balance sheets of Watts industries, Inc. and sigr&@d as of December 31, 2002 and 2001, and tatedeconsolidated statements of
operations, stockholders' equity and cash flowséah of the years in the three-year period endase®ber 31, 2002 which report appears in
the December 31, 2002 annual report on Form 10-Walts Industries, Inc.

/sl KPMG LLP

Boston, Massachusetts
March 26, 2003



Exhibit 99.1
CERTIFICATION

The undersigned officer of Watts Industries, Itise("Company") hereby certifies that the Compaagtsual report on Form 10-K for the
twelve-month period ended December 31, 2002 (theptR"), as filed with the Securities and Excha@genmission on the date hereof, fully
complies with the requirements of Section 13(a)%(d), as applicable, of the Securities ExchangeofA&934, as amended, and that the
information contained in the Report fairly presemsall material respects, the financial conditaord results of operations of the Company.
This certification is provided solely pursuant ® 1.S.C. Section 1350, as adopted pursuant tode@@6 of the Sarbanes-Oxley Act of 2002.

Date: March 26, 2003 sl Patr ick S. O'Keefe
Patrick S. O'Keefe
Chief Ex ecutive Officer

A signed original of this written statement reqdil®y Section 906 has been provided to Watts Ingisstinc. and will be retained by Watts
Industries, Inc. and furnished to the Securitied BrRchange Commission or its staff upon request.



Exhibit 99.2
CERTIFICATION

The undersigned officer of Watts Industries, Itise("Company") hereby certifies that the Compaagtsual report on Form 10-K for the
twelve-month period ended December 31, 2002 (theptR"), as filed with the Securities and Excha@genmission on the date hereof, fully
complies with the requirements of Section 13(a)%(d), as applicable, of the Securities ExchangeofA&934, as amended, and that the
information contained in the Report fairly presemsall material respects, the financial conditaord results of operations of the Company.
This certification is provided solely pursuant ® 1.S.C. Section 1350, as adopted pursuant tode@@6 of the Sarbanes-Oxley Act of 2002.

Date: March 26, 2003 /sl William C. McCartney

William C. McCartney
Chief Financial Officer

A signed original of this written statement reqdil®y Section 906 has been provided to Watts Ingisstinc. and will be retained by Watts
Industries, Inc. and furnished to the Securitied Brchange Commission or its staff upon reqt



