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WATTS INDUSTRIES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Thousands, except share amounts)

(Unaudited)
June 30, Dec. 31,
2001 200 0
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 10859 $ 15 ,235
Trade accounts receivable, less allowance for doubtful accounts of
$7,035 at June 30, 2001 and $6,614 at Decem ber 31, 2000 98,719 97 , 718
Inventories, net:
Raw materials 37,058 35 483
Work in process 16,905 16 ,390
Finished goods 62,768 57 ,078
Total Inventories 116,731 108 ,951
Prepaid expenses and other assets 9,104 6 ,850
Deferred income taxes 20,860 20 ,486
Total Current Assets 256,273 249 ,240
PROPERTY, PLANT AND EQUIPMENT:
Property, plant and equipment, at cost 215,641 202 492
Accumulated depreciation (84,174) (76 ,682)
Property, plant and equipment, net 131,467 125 ,810
OTHER ASSETS:
Gooduwill, net of accumulated amortization of $ 16,200 at
June 30, 2001 and $14,665 at December 31, 2 000 116,208 98 179
Other 9,372 8 ,796
TOTAL ASSETS $ 513,320 $ 482 ,025
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable $ 40,785 $ 39 ,569
Accrued expenses and other liabilities 55,695 59 ,088
Accrued compensation and benefits 12,512 12 ,200
Current portion of long-term debt 2,726 1 ,241
Total Current Liabilities 111,718 112 ,098
LONG-TERM DEBT, NET OF CURRENT PORTION 131,280 105 377
DEFERRED INCOME TAXES 15,172 15 463
OTHER NONCURRENT LIABILITIES 10,222 9 770
MINORITY INTEREST 7,181 6 775
STOCKHOLDERS' EQUITY:
Preferred Stock, $.10 par value; 5,000,000 sha res authorized;
no shares issued or outstanding -- --
Class A Common Stock, $.10 par value; 80,000,0 00 shares authorized;
1 vote per share; issued and outstanding: 1 7,537,938 shares
at June 30, 2001 and 17,225,965 shares at D ecember 31, 2000 1,754 1 723
Class B Common Stock, $.10 par value; 25,000,0 00 shares authorized;
10 votes per share; issued and outstanding: 8,985,224 shares
at June 30, 2001 and 9,235,224 shares at De cember 31, 2000 899 924
Additional paid-in capital 37,065 35 ,996
Retained earnings 224,734 213 627
Accumulated other comprehensive income (26,705) (19 ,728)
Total Stockholders' Equity 237,747 232 ,542
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 513,320 $ 482 ,025

See accompanying notes to consolidated financsgstents



WATTS INDUSTRIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(Thousands, except per share amounts)

(Unaudited)
Three Months Ended
June 30, June 30,
2001 2000
Net sales $ 1355562 $ 131,184
Cost of goods sold 89,213 83,955
GROSS PROFIT 46,349 47,229
Selling, general & administrative expenses 33,277 31,697
OPERATING INCOME 13,072 15,532
Other (income) expense:
Interest income (114) (215)
Interest expense 2,391 2,516
Other, net (45) 546
Minority interest 64 (47)
2,296 2,800
INCOME BEFORE INCOME TAXES 10,776 12,732
Provision for income taxes 3,741 4,705
NET INCOME $ 7,03 $ 8,027
BASIC EARNINGS PER SHARE
NET INCOME $ 27 % .30
Weighted average number of shares 26,500 26,393
DILUTED EARNINGS PER SHARE
NET INCOME $ 26 $ .30
Weighted average number of shares 26,941 26,551
Dividends per common share $ .0600 $ .0600

See accompanying notes to consolidated financsients



WATTS INDUSTRIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(Thousands, except per share amounts)

(Unaudited)
Six Months Ended
June 30, June 30,
2001 2000
Net sales $ 271,487 $ 262,835
Cost of goods sold 178,474 168,232
GROSS PROFIT 93,013 94,603
Selling, general & administrative expenses 66,122 63,758
OPERATING INCOME 26,891 30,845
Other (income) expense:
Interest income (254) (393)
Interest expense 4,808 5,107
Other, net 156 1,025
Minority interest 117 (53)
4,827 5,686
INCOME BEFORE INCOME TAXES 22,064 25,159
Provision for income taxes 7,756 9,192
NET INCOME $ 14,308 $ 15,967
BASIC EARNINGS PER SHARE
NET INCOME $ 54 3 .61
Weighted average number of shares 26,482 26,391
DILUTED EARNINGS PER SHARE
NET INCOME $ 53 $ .60
Weighted average number of shares 26,873 26,627
Dividends per common share $ .1200 $ .1475

See accompanying notes to consolidated financsients



WATTS INDUSTRIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cas
provided by operating activities:
Depreciation
Amortization
Deferred income taxes
Gain / (Loss) on disposal of assets
Equity in undistributed earnings (loss) of
Changes in operating assets and liabilities
from acquisitions and dispositions:
Accounts receivable
Inventories
Prepaid expenses and other assets
Accounts payable, accrued expenses and o

Net cash provided by operating activities

INVESTING ACTIVITIES
Additions to property, plant and equipment
Proceeds from sale of property, plant and equi
Business acquisitions, net of cash acquired
Increase in other assets

Net cash used in investing activities
FINANCING ACTIVITIES

Proceeds from long-term borrowings

Payments of long-term debt

Proceeds from exercise of stock options

Dividends

Net cash provided by (used in) financing activ

Effect of exchange rate changes on cash and cash eq
Net cash used in discontinued operations

CHANGE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of period

CASH AND CASH EQUIVALENTS AT END OF PERIOD
NON CASH INVESTING AND FINANCING ACTIVITIES
Acquisitions of businesses:
Fair value of assets acquired
Cash Paid

Liabilities Assumed

Change in fair market value of derivatives

See accompanying notes to consolidated financsistents.

(Thousands)

(Unaudited)

affiliates
, het of effects

ther liabilities

pment

ities

uivalents

Six Months Ended

June 30,
2001

June 30,
2000

$ 14,308 $ 15,967

9,877 8,618
1,740 1,519
(570) 523
9 (108)
(3) (102)
(609)  (6,992)
(1,556) 902
(2,400) 6,355
(3,131)  (6,766)
17,665 19,916
(8,937)  (6,843)
85 120
(30,178)  (6,006)
(125) (250)
(39,155)  (12,979)
69,037 36,709
(48,719)  (40,649)
1,075 461
(3201)  (3,899)

131 (375)
(1,209)  (1,480)
(4,376)  (2,296)
15,235 13,016

$ 10,859 $ 10,720

$ 47,776 $ 6,746
30,178 6,006
17,598 740

$ 45 $ -



WATTS INDUSTRIES, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

(Unaudited)

1. In the opinion of management, the accompanyiradited, consolidated financial statements corghinecessary adjustments, consisting
only of adjustments of a normal recurring natuogpresent fairly Watts Industries, Inc.'s ConsabdaBalance Sheet as of June 30, 2001, its
Consolidated Statements of Income for the threesanthonths ended June 30, 2001 and 2000, anditsdlidated Statements of Cash Fl
for the six months ended June 30, 2001 and 2000.

The balance sheet at December 31, 2000 has begadl&om the audited financial statements at tizde. The accounting policies followed
by the Company are described in the December 31 ##1@ancial statements which are contained inGhepany's December 31, 2000
Annual Report on Form 10-K. It is suggested thatfthancial statements included in this reportdzdrin conjunction with the financial
statements and notes included in the December0®D Annual Report on Form 10-K.

2. The Company's shipping and handling costs irdud selling, general and administrative expemseumted to $5,195,000 and $4,873,000
for the three months ended June 30, 2001 and 288Pectively, and $10,721,000 and $9,597,000 stk months ended June 30, 2001 and
2000, respectively.

3. The Company adopted Statement of Financial Atibog Standards No. 133 "Accounting for Derivatiastruments and Hedging
Activities" (SFAS 133), as amended by SFAS No. 48@ SFAS No. 138, on January 1, 2001. SFAS Noe$&hlishes accounting and
reporting standards for derivative instrumentsluding certain derivative instruments embeddedtireocontracts, and hedging activities. It
requires the recognition of all derivative instrurtseas assets or liabilities in the Company's lzaameet and measurement of those
instruments at fair value. The adoption of SFAS N&8 on January 1, 2001 did not have a materiatetin assets, liabilities, accumulated
other comprehensive income or net income.

In the normal course of business, the Company nemnasks associated with commodity prices, foreigchange rates and interest rates
through a variety of strategies, including the ofkedging transactions, executed in accordandeitsifpolicies. The Company's hedging
transactions include, but are not limited to, tee of various derivative financial and commoditstinments. As a matter of policy, the
Company does not use derivative instruments utiess is an underlying exposure. Any change invétlee of our derivative instruments
would be substantially offset by an opposite changbe value of the underlying hedged items. Then@any does not use derivative
instruments for trading or speculative purposes.



Accounting Policies

Using qualifying criteria defined in SFAS No. 13rivative instruments are designated and accodatess either a hedge of a recognized
asset or liability (fair value hedge) or a hedga ébrecasted transaction (cash flow hedge). Fair ¥alue hedge, both the effective and
ineffective portions of the change in fair valuetlod derivative instrument, along with an adjusttrierthe carrying amount of the hedged i
for fair value changes attributable to the hedggld are recognized in earnings. For a cash flodgkechanges in the fair value of the
derivative instrument that are highly effective dederred in accumulated other comprehensive inaamhaess until the underlying hedged
item is recognized in earnings. The ineffectivetiporof fair value changes on qualifying hedgeseognized in earnings immediately. If a
fair value or cash flow hedge were to cease toifyuar hedge accounting or be terminated, it wocdshtinue to be carried on the balance
sheet at fair value until settled, but hedge actingrwould be discontinued prospectively. If a frasted transaction were no longer probable
of occurring, amounts previously deferred in acclated other comprehensive income would be recogninenediately in earnings. On
occasion, the Company may enter into a derivatisgiiment for which hedge accounting is not reguivecause it is entered into to offset
changes in the fair value of an underlying trarisacivhich is required to be recognized in earnifrggural hedge). These instruments are
reflected in the Consolidated Balance Sheet av/dire with changes in fair value recognized imews.

Foreign Currency Risk

Certain forecasted transactions, primarily interpany sales between the United States and Canadlasaats are exposed to foreign curr
risk. The Company monitors its foreign currency@sqores on an ongoing basis to maximize the oveffattiveness of its foreign currency
hedge positions. For the six months ended Jun2(,, the Company used foreign currency forwardrects as a means of hedging
exposure to foreign currency risks. The Compamy'siin currency forwards have been designated aalifgjas cash flow hedges under the
criteria of SFAS 133. SFAS 133 requires that changdair value of derivatives that qualify as célsiv hedges be recognized in other
comprehensive income, while the ineffective portiéhe derivative's change in fair value be red¢ogghimmediately in earnings. The net
gain/(loss) on these contracts recorded in othepeehensive income for the three months ended 3002001 was ($134,000) and for the
months ended June 30, 2001 was $26,000.

Interest Rate Risk

The Company uses interest rate swaps as an ecohedge on forecasted interest costs by convertinigive rate debt obligations into fixed
rate obligations. The Company's interest rate swapaot meet the criteria of SFAS 133 to qualify hedge accounting. SFAS 133 requires
that unrealized gains and losses on derivatives|malifying for hedge accounting be recognizedently in earnings. For the three months
ended June 30, 2001, the Company recorded $2506a€etest expense and for the six months recasd8¢DO00 to interest income to reflect
the change in the fair value of the interest rateps



Other Derivatives

The Company also utilizes, on a limited basis,atertommodity derivatives, primarily on copper ugeids manufacturing process, to hedge
the cost of its anticipated production requiremente Company did not utilize any commodity derives for the six months ended June 30,
2001.

4. The following tables set forth the reconciliatiof the calculation of earnings per share:

For the Three Months Ended June 30, 2001
ncome Shares  Per Share
(Numerator) ( Denominator) Amount
BascEPS S
;\-l-e_t_-l-l;gzome $7,035,000 26,499,670 $0.27

Effect of Dilutive Securities

Common Stock Equivalents - 441,108 (0.01)
Dilued EPS :33,035,000 26940778 ----- $ 0.26
For the Three Months Ended June 30, 2000
ncome Shares  Per Share
(Numerator) ( Denominator) Amount
BascEPS S
;\-l-e_t_-l-l;gzome $8,027,000 26,393,258 $0.30

Effect of Dilutive Securities

Common Stock Equivalents - 157,649 -

Diluted EPS $8,027,000 26,550,907 $0.30

Stock options to purchase 179,475 and 1,196,83Eslud common stock were outstanding as of Jun2C, and 2000, respectively, but
were not included in the computation of dilutedné@gs per share because the options' exercisewaseareater than the average market |
of the common shares and therefore, the effectavioave been antidilutive.

For the Six Mo nths Ended June 30, 2001
ncome Shares  Per Share
(Numerator)  ( Denominator) Amount
BascEPS S
l-\-l-e_t_-l-r;éome $14,308,000 26,482,006 $0.54

Effect of Dilutive Securities

Common Stock Equivalents -- 391,233 (0.01)

Diluted EPS $14,308,000 26,873,239 $0.53




For the Six Mo nths Ended June 30, 2000

Income Shares Per Share
(Numerator) ( Denominator) Amount
Basic EPS
Net Income $15,967,000 26,390,505 $0.61

Effect of Dilutive Securities

Common Stock Equivalents - 236,263 (0.01)

Diluted EPS $15,967,000 26,626,768 $0.60

Stock options to purchase 179,475 and 887,938 slofidmmon stock were outstanding as of June B 2nd 2000, respectively, but were
not included in the computation of diluted earnipgs share because the options' exercise pricgreaser than the average market price of
the common shares and therefore, the effect waaNé been antidilutive.

5. Segment Information - the following table presesertain operating segment information:

(Thousands of dollars)
North Corporate/
America Euro pe Asia Other Consolidated

Three months ended June 30, 2001:

Net Sales $105,038 $27, 235 $3,280 $ -  $135,562
Operating income 12,968 2, 719 227 (2,842) 13,072

Three months ended June 30, 2000:

Net Sales $102,201 $25, 803 $3,180 $ - $131,184
Operating income 14,685 3, 531 182 (2,866) 15,532

Six months ended June 30, 2001:

Net Sales $207,238 $57, 775 $6,474 $ --  $271,487
Operating income 26,364 5, 771 297 (5,541) 26,891

Six months ended June 30, 2000:

Net Sales $201,718 $54, 523 $6,594 $ -  $262,835
Operating income 28,979 7, 648 201 (5,983) 30,845
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The above operating segments are presented onisacbasistent with the presentation included in@eenpany's December 31, 2000
consolidated financial statements. There have heanaterial changes in the identifiable assetb®irndividual segments since Decembel
2000.

6. The accumulated balances for the componenteddther Comprehensive Income are:

Accumulated

Foreign Other

Currency Cash Flow Comprehensive

Translation Hedges Income
Balance December 31, 1999 $(15,199) $ - $(15,199)
Change in period (3,098) - (3,098)
Balance March 31, 2000 (18,297) - (18,297)
Change in period (659) - (659)
Balance June 30, 2000 $(18,956) $ - $(18,956)
Balance December 31, 2000 $(19,728) $ - $(19,728)
Change in period (5,034) 160 (4,874)
Balance March 31, 2001 (24,762) 160 (24,602)
Change in period (1,969) (134) (2,103)
Balance June 30, 2001 $(26,731) $ 26 $(26,705)

Accumulated other comprehensive income in the dafesed balance sheets as of June 30, 2001 andhibece31, 2000 consists of
cumulative translation adjustments and as of JI@@01 changes in the fair value of certain finanastruments which qualify for hedge
accounting as required by SFAS

133. The Company's total comprehensive income wasllaws:

Three Months Ended June 30,

2001 2000
(Thousands of Dollars)
Net Income $7,035 $8,027
Unrealized Loss Derivative Instruments, Net of Tax (134) --

Foreign Currency Translation Adjustments

Total Comprehensive Income

11

(1,969)  (659)

$4,932 $7,368




Six Months Ended June 30,

2001 2000
Net Income $ 14,308 $ 15,967
Unrealized Gain on Derivative Instruments, Net of T ax 26 -
Foreign Currency Translation Adjustments (7,003) (3,757)
Total Comprehensive Income $ 7,331 $12,210

7. Acquisitions

On June 13, 2001, a wholly owned subsidiary of@Gbenpany acquired Premier Manufactured Systems, lbwated in Phoenix, Arizona for
approximately $5 million in cash. Premier manufaesuwater filtration systems for both residentiadl @ommercial applications and other
filtration products including under-the-counter fditiolet filtration as well as a variety of Sedinhend Carbon filters. Premier's annualized
sales prior to the acquisition were approximatel@ illion.

On June 1, 2001, a wholly owned subsidiary of thenffany acquired Fimet S.r.I. (Fabbrica Italiana bfaatri e Termometri) located in
Milan, Italy and its wholly-owned subsidiary, MTBDA which is located in Bulgaria for approximatel§y fillion (U.S.). The acquired
business manufactures pressure and temperaturegtargise in the HVAC market. Fimet's annualizadssprior to the acquisition were
approximately 10 million Euro.

On January 5, 2001, a wholly owned subsidiary ef@empany acquired Dumser Metallbau GmbH & Co. K&ted in Landau, Germany
for approximately $20 (U.S.) million. The main pumts of Dumser include brass, steel and staintes$ manifolds used as a prime
distribution device in hydronic heating systemsni3er had approximately $24 million (U.S.) in tatales for the twelve months ended
December 31, 2000. Dumser has a 51% controllingestfaStern Rubunetti, which had annual sales poidhe acquisition of $4 million.
Stern Rubunetti is an Italian manufacturing comparmducing brass components located in Brescily, Ita

On August 30, 2000, a wholly owned subsidiary & @ompany acquired certain assets of Chiles Powpl$ and Bask LLC, doing busine
as Heatway, located in Springfield, Missouri fopegximately $3 million in cash. The acquired busgenow operating under the name W
Heatway, manufactures and distributes a compleeedf hydronic and electric radiant heating andasmeelting systems. Heatway's
annualized sales prior to the acquisition were exiprately $11 million.

On May 12, 2000, a wholly owned subsidiary of th@m@any acquired McCraney, Inc., located in Santa, &Zalifornia for approximately $7
million in cash. McCraney, doing business as Spas@em manufactures a complete line of seismicaggtstraps for water
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heaters as well as water heater stands and eneto§pacemaker's twelve months sales prior tocipgisition were approximately $5 millic
8. Contingencies

In April 1998, the Company became aware of a compthat was filed under seal in the State of @afifa alleging violations of the
California False Claims Act. The complaint allegjest a former subsidiary of the Company sold preéslutilized in municipal water systems
which failed to meet contractually specified standdaand falsely certified that such standards teshlmet. The complaint further alleges that
the municipal entities have suffered tens of milief dollars in damages as a result of defectigdyrcts and seeks treble damages,
reimbursement of legal costs and penalties. Dufiegquarter ended December 31, 2000, the Compadg araoffer to settle all of the clait
of the Los Angeles Department of Water and PowénénJames Jones case (Los Angeles Departmenttef \&fad Power, ex rel. Nora
Amenta v. James Jones Company, et al). The Loslésfepartment of Water and Power recommendeddteptance of this offer and has
submitted it for approval. On January 19, 2001Ghéfornia False Claims Act claims filed by the YC@f Pomona were dismissed. The City
Pomona filed for appellate review of this ordeg @alifornia Court of Appeal reversed the dismissal this reversal has been appealed t
California Supreme Court by the defendants. Omptiasent record, the vast majority of the otheesitiamed in this lawsuit are subject to a
legal challenge similar to that which resultedhe tismissal of Pomona's False Claims Act case Cimepany is vigorously contesting this
matter. Other lawsuits and proceedings or claimsing from the ordinary course of operations, as® pending or threatened against the
Company and its subsidiaries.

The Company has established reserves which it pilgdeelieves are adequate in light of probable estimable exposure to pending and
threatened litigation of which it has knowledge wéwer, resolution of any such matters during aifipgeporting period could have a
material effect on the Quarterly or Annual opemtiasults for that period. Also see Part II, Iltem 1

Item 2. Management's Discussions and Analysis ofncial Condition and Resultsof Operations

Recent Developments

On June 13, 2001, a wholly owned subsidiary of@Gbenpany acquired Premier Manufactured Systems, lbwated in Phoenix, Arizona for
approximately $5 million in cash. Premier manufaesuwater filtration systems for both residentiad @ommercial applications and other
filtration products including under-the-counter fditiolet filtration as well as a variety of Sedinhand Carbon filters. Premier's annualized
sales prior to the acquisition were approximatel@ illion.

On June 1, 2001, a wholly owned subsidiary of thenffany acquired Fimet S.r.I. (Fabbrica Italiana bfaatri e Termometri) located in
Milan, Italy and its wholly-owned subsidiary, MTBDA which is located in Bulgaria for approximately sillion (U.S.). The
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acquired business manufactures pressure and tetmmgegauges for use in the HYAC market. Fimet'suatined sales prior to the acquisition
were approximately 10 million Euro.

On January 5, 2001, a wholly owned subsidiary ef@ompany acquired Dumser Metallbau GmbH & Co. K&ted in Landau, Germany
for approximately $20 (U.S.) million. The main prmts of Dumser include brass, steel and staintes$ manifolds used as a prime
distribution device in hydronic heating systemsni3er had approximately $24 million (U.S.) in tctales for the twelve months ended
December 31, 2000. Dumser has a 51% controllingesbiaStern Rubunetti, which had annual sales poidine acquisition of $4 million.
Stern Rubunetti is an Italian manufacturing comparroducing brass components located in Brescily, Ita

Three Months Ended June 30, 2001 Compared to
Three Months Ended June 30, 2000

Net sales for the three months ended June 30, iB@fdased $4,378,000 (3.3%) to $135,562,000 cordparthe same period in 2000. T
increase in net sales is attributable to the falhow

Internal Growth $ (4,217) (3.2%)
Acquisition 10,881 8.3%
Foreign Exchange (2,286) (1.8%)
Total Change $ 4,378 3.3%

The decrease in net sales from internal growtlttibatable to decreased unit sales to North Anagriand European Plumbing and Heating
wholesalers. This is a result of the continuedrsss in the North American plumbing market andréoent weakness in the European
economies. These decreases were partially offsetdogased unit sales to the North American dmitrgelf market. The growth in net sales
from acquired businesses is due to the inclusigdhehet sales from Premier Manufactured Systen®hoénix, Arizona, acquired on June
2001, Fimet of Milan, Italy, acquired on June 1020Dumser Metallbau GmbH & Co. KG of Landau, Gamgacquired on January 5, 2001,
the business acquired from Chiles Power SupplyBask, LLC of Springfield, Missouri, now doing busss as Watts Heatway, acquired on
August 30, 2000, and McCraney, Inc. of Santa Araif@nia, doing business as Spacemaker, acquindday 12, 2000. The decrease in
foreign exchange is due primarily to the Euro deatibn against the U.S. dollar compared to the gaenied in 2000.

Watts monitors its net sales in three geograplsiegments: North America, Europe and Asia. As cedlibelow, North America, Europe and
Asia accounted for 77.5%, 20.1% and 2.4% of netssakspectively, in the three months ended Jun2(X compared to 77.9%, 19.7% and
2.4%, respectively, in the three months ended 30n2000. The Company's net sales in these graupkd three months ended June 30,
2001 and 2000 were as follows:

14



North America
Europe
Asia

Total

6/30/01 6/3
$105,038  $102

27,235 25
3,289 3

803 1,432
180 109
184  $4,378

The increase in North America's net sales is dukad’remier Manufactured Systems, Heatway, andespaker acquisitions and increased
unit sales to the North American do-it-yourself kedr partially offset by decreased units saledumping and heating wholesalers. The
increase in Europe's net sales is due to the atignssof Fimet and Dumser, partially offset by deEsed unit sales to European plumbing and
heating wholesalers and the Euro devaluation agtiadJ.S. dollar. Excluding acquisitions, saleshi@ European market on a local currency
basis were 9.7% below the comparable prior yedogefhe increase in Asia's net sales is due tieased domestic sales.

Gross profit for the three months ended June 301 2i@creased $880,000 (1.9%) and decreased asemtagye of net sales from 36.0% to
34.2%. The decrease in gross profit is primarityilaitable to decreased unit sales to PlumbingHeating wholesalers in North America and
Europe. Gross profit percentage reductions aribatatble to a less favorable product mix causethbydecreased unit sales to plumbing and

heating wholesalers.

Selling, general and administrative expenses ise@&$1,580,000 (5.0%) to $33,277,000. This increaatributable to the inclusion of the
selling, general and administrative expenses ofiisaed companies, partially offset by the deprecidtreign exchange rate of the Euro

against the U.S. dollar.

Operating income for the three months ended Jun2@IL decreased $2,460,000 (15.8%) to $13,072Z00(pared to the same period in

2000 due to reduced gross profit.

The Company's operating income by segment foritee=tmonths ended June 30, 2001 and 2000 werd@sso

North America
Europe

Asia
Corporate/Other

Total

6/30/01 6/30
$12,968 $14,
2,719 3,
227
(2:842) (2,

/00  Change
685 $(1,717)
531 (812)
182 45
866) 24
532  $(2,460)

The decrease in North America and Europe operatitgme is primarily attributable to decreased gales to Plumbing and Heating
wholesalers, partially offset by the inclusion gleoating income from the acquired companies.
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Interest expense decreased $125,000 in the qesrded June 30, 2001 compared to the same per@D®y primarily due to lower interest
rates on variable rate indebtedness.

Other, net, for the three months ended June 30, @86reased $591,000 (108.0%) to $45,000 comparknd tsame period in 2000, primarily
due to lower bad debts and settlement of claint®th North America and Europe.

The Company's effective tax rate for continuingrapiens decreased from 37.0% to 34.7%. The decisgsénarily attributable to statutory
rate reductions affecting income tax in Canada@ednany as well as tax planning opportunities inm@eted in the United States during the
quarter.

Net income for the three months ended June 30, 886fdeased $992,000 (12.4%) to $7,035,000 or $26gmmon share compared to $
per common share for the three months ended Jyr2080 on a diluted basis.

Six Months Ended June 30, 2001 Compared to
Six Months Ended June 30, 2000

Net sales for the six months ended June 30, 2a9#&ased $8,652,000 (3.3%) to $271,487,000 comparte: same period in 2000. T
increase in net sales is attributable to the falhgw

Internal Growth $ (6,422) (2.4%)
Acquisition 20,389 7.7%
Foreign Exchange (5,315) (2.0%)
Total Change $ 8,652 3.3%

The decrease in net sales from internal growtlttibatable to decreased unit sales to North Anagriand European Plumbing and Heating
wholesalers resulting from the continued weakneske North American plumbing market and the weakidBuropean economy. These
decreases were partially offset by increased atéissin the North American do-it-yourself marketeTgrowth in net sales from acquired
businesses is due to the inclusion of the net $adesPremier Manufactured Systems of Phoenix, @& acquired on June 13, 2001, Fimet
of Milan, Italy, acquired on June 1, 2001, Dumseatdibau GmbH & Co. KG of Landau, Germany, acqumadlanuary 5, 2001, the busin
acquired from Chiles Power Supply and Bask, LLGpfingfield, Missouri, now doing business as WHitistway, acquired on August 30,
2000, and McCraney, Inc. of Santa Ana, Califordi@ing business as Spacemaker, acquired on MayoD®, Zhe decrease in foreign
exchange is due primarily to the Euro devaluatigairsst the U.S. dollar compared to the same péni@®00.

Watts monitors its net sales in three geograplsiegments: North America, Europe and Asia. As cedlibelow, North America, Europe and
Asia accounted for 76.3%, 21.3% and 2.4% of netssabspectively, in the six months ended Jun@2@®1 compared to 76.8%,
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20.7% and 2.5%, respectively, in the six monthsedrid June 30, 2000. The Company's net sales s tip@ups for the six months ended
June 30, 2001 and 2000 were as follows:

6/30/01  6/30/ 00  Change
North America $207,238  $201,7 18  $5,520
Europe 57,775 54,5 23 3252
Asia 6,474 6,5 94 (120)
Total $271,487  $262,8 35  $8,652

The increase in North America's net sales is dukad’remier Manufactured Systems, Heatway, andedpaker acquisitions, as well as
increased unit sales to the do-it-yourself mangattially offset by decreased unit sales to Plumlzind Heating wholesalers. The increase in
Europe's net sales is due to the Fimet and Dunesgiisitions, partially offset by decreased uniesab European Plumbing and Heating
wholesalers and the Euro's devaluation againdt/tBedollar. Excluding acquisitions, sales in thedpean market on a local currency basis
were 5.6% below the comparable prior year period.

Gross profit for the six months ended June 30, 20@teased $1,590,000 (1.7%) and decreased asemtzgye of net sales from 36.0% to
34.3%. The decrease in gross profit is primarityitautable to decreased net sales to North AmergcahEuropean Plumbing and Heating
wholesalers. Gross profit percentage reductionsitiriutable to a less favorable product mix cdusgdecreased sales to the North
American Plumbing and Heating wholesalers.

Selling, general and administrative expenses ise@$2,364,000 (3.7%) to $66,122,000. This increaatributable to the inclusion of the
selling, general and administrative expenses ofiiaed companies, partially offset by the lower exwge rate of the Euro relative to the U.S.
dollar.

Operating income for the six months ended Jun2@01 decreased $3,954,000 (12.8%) to $26,891,00@aced to the same period in 2000
due to reduced gross profit. The Company's operaicome by segment for the six months ended JOn2@1 and 2000 were as follows:

6/30/01 6/30/ 00 Change
North America $26,364 $28,9 79  $(2,615)
Europe 5771 7,6 48 (1,877)
Asia 297 2 01 96
Corporate/Other (5,541) (5,9 83) 442
Total $26,891 $308 45  $3,954

The decrease in both North American and Europeanatipg income is due to decreased unit salesutolphg and heating wholesalers.
These decreases were partially offset by the dpgraarnings of acquired companies.
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Interest Expense for the six months ended Jun2@1, decreased $299,000 (5.9%) compared to the pariweal in 2000, primarily due to
lower interest rates on variable rate indebtedness.

Other, net, for the six months ended June 30, 2@@teased $869,000 (84.8%) due to reduced bad aethisettlement of claims in both
North America and Europ:

The Company's effective tax rate for continuingragiens decreased from 36.5% to 35.2%. The deciegs@narily due to statutory rate
reductions affecting income tax in Canada and Geymas well as a one-time, current year tax plagoportunity implemented during the
second quarter of 2001.

Net income for the six months ended June 30, 2@@tedsed $1,659,000 (10.4%) to $14,308,000 orgebBommon share compared to $
per common share for the six months ended Jun20®(, on a diluted basis.

Liquidity and Capital Resources

During the six month period ended June 30, 200LCihmpany generated $17,665,000 in cash flow fronticoing operations, which was
principally used to fund the purchase of $8,937,@0€apital equipment and to pay cash dividendsotamon shareholders. Capital
expenditures were primarily for manufacturing maehy and equipment as part of the Company's comanitiio continuously improve its
manufacturing capabilities. The Company's capitpkaditure budget for the twelve months ended Déegrél, 2001 is $18,100,000.
However, due to the weakness in the markets inlwthie Company serves, the Company is reducingigat spending for fiscal 2001 and
anticipates that capital spending will be severdlian dollars less than the originally approvediget.

The Company invested $30,178,000 in acquired basewduring the six months ended June 30, 2005eTdmuisitions were Dumser
Metallbau GmbH & Co. KG of Landau, Germany; FimeatISof Milan, Italy; and Premier Manufactured $ms, Inc. of Phoenix, Arizona.
The purchase price of these acquisitions was pilyrfanded through the Company's use of the doroestd foreign revolving lines of credit.

The Company maintains a revolving line of creddilftey of $100,000,000, which expires in March 2003 support the Company's acquisit
program, working capital requirements of acquirethpanies, and for general corporate purposes. Aara 30, 2001 long-term debt
included $8,000,000 outstanding on the line of itr@ad was in compliance with all covenants reldtethis facility.

As of June 30, 2001, the Company maintained a sgteli credit facility with a group of European baikthe amount of 41,900,000 Euro.
This credit facility has several tranches, one bioly was reinstated in the current fiscal yeart phavides credit to the Company through
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September, 2004. The purpose of this credit fgdgito fund acquisitions in Europe, to supportwuaking capital requirements of acquired
companies, and for general corporate purposes.lifikisf credit was completely utilized as of Ji&te 2001.

Working capital as of June 30, 2001 was $144,58b¢@0npared to $137,142,000 at December 31, 2008.ifid¢rease is primarily attributal

to the inclusion of working capital of acquired quemies. The ratio of current assets to currentliligls was 2.3 to 1 at June 30, 2001
compared to 2.2 to 1 at December 31, 2000. Casleastdequivalents were $10,859,000 at June 30, @ipared to $15,235,000 at
December 31, 2000. The increase in long-term de$181,280,000 at June 30, 2001 from $105,377,00@eember 31, 2000 was due to the
acquisitions of Premier Manufactured Systems, Iricnet, and Dumser. Debt as a percentage of tafatad employed (short-term and long-
term debt as a percentage of the sum of shortaedriong-term debt plus equity) was 36.0% at JUn&2301 compared to 31.4% at
December 31, 2000.

The Company anticipates that available funds aodetfunds provided by the current operations veilsbfficient to meet current operating
requirements and anticipated capital expenditwesatfthe least the next 24 months.

The Company from time to time is involved in envinoental proceedings and other legal proceedingsmanidls costs on an on-going basis
related to these matters. The Company has notrectunaterial expenditures in fiscal 2001 in conioectvith any of these matters. See Part
I, Item 1, Legal Proceedings.

Conversion to the Euro

On January 1, 1999, 11 of the 15 member countfidsecEuropean Union adopted the Euro as their comiegal currency and established
fixed conversion rates between their existing seiger currencies and the Euro. The Euro trades oercy exchanges and is available for
non-cash transactions. The Euro affects the Comparlge Company has manufacturing and distribdgoitities in several of the member
countries and trades extensively across EuropeloFigeterm competitive implications of the conversiare currently being assessed by the
Company, however the Company has experienced aedhate reduction in the risks associated with fpraxchange. At this time, the
Company is not anticipating that any significanstsowill be incurred due to the introduction andeersion to the Euro. The Company is
currently able to make and receive payments in €amal will convert financial and information teclogy systems to be able to use the Euro
as its base currency in relevant markets prioatwdry 1, 2002.

New Accounting Standards

During 2000, the Financial Accounting StandardsrBsaEmerging Issues Task Force (EITF) added tagéenda various revenue recognition
issues that could impact the income statementifitzgon of certain promotional payments. In Ma3(®, the EITF reached
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a consensus on Issue 00-14, Accounting for CeBales Incentives. EITF 0D4 addresses the recognition and income staterfassificatior
of various sales incentives. Among its requiremethis consensus will require the costs relatedisemer coupons currently classified as
marketing costs to be classified as a reductiaewénue. The impact of adopting this consensustiexpected to have a material impact on
our results of operations. In April 2001, the Eld@founced that it would delay the effective datdts consensus to 2002.

In January 2001, the EITF reached a consensussoa 0-22, Accounting for "Points” and Certain @ffiene-Based or Volum&ased Sale
Incentive Offers, and Offers for Free Products enviges to Be Delivered in the Future. Issue 0@RPrequire that certain volume-based
cash rebates to customers currently recognizedaasaeting costs be classified as a reduction ofmegeThe consensus was effective for the
first quarter of 2001 and was not material to auraplidated financial statements.

In April 2001, the EITF reached a consensus orel§8425, Vendor Income Statement Characterizati@@oasideration to a Purchaser of the
Vendor's Products or Services. EITF 00-25 addrabseicome statement classification of consideratbther than that directly addressed in
Issue 00-14, from a vendor to a reseller, or angihey that purchases the vendor's products. Anitsnmgquirements, the consensus will
require certain of our customer promotional inceggicurrently classified as marketing costs tolassified as a reduction of revenue. The
Company is currently assessing the impact of adgptisue 00-25, but anticipates no material chéamgeir consolidated financial statements.

In July 2001, the Financial Standards Accountingifiq"FASB") issued financial Accounting StandaBisrd Statement No. 141, Business
Combinations ("FAS 141") and Financial Accountirtgr8lards Board Statement No. 142, Goodwill and QOtitangible Assets ("FAS 142").
FAS 141 requires that the purchase method of ad¢it@ube used for all business combinations initiaéer June 30, 2001. FAS 141 also
specifies the criteria that intangible assets aeguin a purchase method business combination mest to be recognized and reported apart
from goodwill. FAS 142 requires that goodwill amdangible assets with indefinite useful lives noader be amortized, but instead be tested
for impairment, at least annually, in accordancnhe provisions of FAS 142. FAS 142 will alsouig that intangible assets with definite
useful lives be amortized over their respectiverestied useful lives to their estimated residuabeal and reviewed for impairment in
accordance with financial Accounting Standards B&tatement No. 121, Accounting for the Impairmaritong-Lived Assets and Long-
Lived Assets to be Disposed Of.

The provisions of FAS 141 are effective immediatelycept with regard to business combinationsat&tl prior to July 1, 2001. FAS 142 v
be effective as of January 1, 2002. Goodwill arigepintangible assets determined to have an initiefiiseful life that are acquired in a
purchase business combination completed after 3002001 will not be amortized, but will continuelie evaluated for impairment in
accordance with appropriate pre-FAS 142 accoutitieigiture. Goodwill and other intangible assetguiied in business combinations
completed before July 1, 2001, will continue toalneortized prior to the adoption of FAS 142. The
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Company is currently evaluating the effect thatableption of FAS 141 and FAS 142 will have on &sults of operations and its financial
position.

Quantitative and Qualitative Disclosures About Market Risk

The Company uses derivative financial instrumenitagrily to reduce exposure to adverse fluctuationf®reign exchange rates, interest r
and prices of certain raw materials used in theufaturing process. The Company does not entediativative financial instruments for
trading purposes. As a matter of policy, all detii@positions are used to reduce risk by hedgimiedying economic exposure. The
derivatives the Company uses are instruments vwgttid markets.

The Company manages most of its foreign currenppgures on a consolidated basis. The Company figsraill of its known exposures. As
part of that process, all natural hedges are ifiedtiThe Company then nets these natural hedgesifs gross exposures.

The Company's consolidated earnings, which arerregh@n United States dollars are subject to ttiest risks due to changes in foreign
currency exchange rates. However, its overall exot such fluctuations is reduced by the diversitits foreign operating locations which
encompass a number of different European locati©oasada, and China.

The Company's foreign subsidiaries transact masinkss, including certain intercompany transactionreign currencies. Such
transactions are principally purchases or salesaiérials and are denominated in European curreicithe U.S. or Canadian dollar. The
Company uses foreign currency forward exchangeracistto manage the risk related to intercompamghases that occur during the course
of a fiscal year and certain open foreign curretegyominated commitments to sell products to thadies.

The Company has historically had a very low expesarchanges in interest rates. Interest rate senapssed to mitigate the impact of
interest rate fluctuations on certain variable debt instruments.

The Company purchases significant amounts of brargeat, brass rod and cast iron which are utilizethanufacturing its many product
lines. The Company's operating results can be adlyeaffected by changes in commodity pricesig itnable to pass on related price
increases to its customers. The Company managesgkiby monitoring related market prices, workiigh its suppliers to achieve the
maximum level of stability in their costs and reldpricing, seeking alternative supply sources wiegessary and passing increases in
commodity costs to its customers, to the maximutergxpossible, when they occur. Additionally, olingited basis, the Company uses
commodity futures contracts to manage this risk.
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Other

This report may include statements which are r&tohical facts and are considered forward lookirigpiw the meaning of the Private
Securities Litigation Reform Act of 1995. Theseward looking statements reflects the Company'ssctiviews about future events and
financial performance. Investors should not relyfamward looking statements, because they are sutgje variety of risks, uncertainty, and
other factors that could cause actual resultsfterdinaterially from the Company's expectations #trelCompany expressly does not
undertake any duty to update forward looking statet: These factors include, but are not limitedhe following: loss of market share
through competition, introduction of competing puots by other companies, pressure on prices franpedtors, suppliers, and/or custom
regulatory obstacles, lack of acceptance of newlymts, changes in plumbing and heating markets)ggsin global demand for the
Company's products, changes for distribution ofGoenpany's products, interest rates, foreign exghdluctuations, cyclicality of industries
in which the Company markets certain of its produahd general economic factors in markets wher€timpany's products are sold,
manufactured, or marketed, changes in the statogroént litigation, including the James Jones cand other factors discussed in the
Company's reports filed with the Securities andHaxge Commission.

This report includes forward looking statementsalihieflect the Company's current views about fuawents and financial performance.
Forward looking statements do not relate strialistorical or current facts and may be identitigtheir use of words like "plan”, "believe
"expect", "will", "anticipate"”, "estimate" and otheords of similar meaning. Investors should ndg o; forward looking statements because
they are subject to a variety of risks, uncertasjtand other factors that could cause actualtsesudiffer materially from our expectations.
Some important factors that could cause our acasailts to differ materially from those projectedsuch forward looking statements are

discussed in the December 31, 2000 Annual Repofioom 10-K.

PART Il

Item 1. Legal Proceedings

The Company is subject to a variety of potentadilities connected with its business operatiomsluiding potential liabilities and expenses
associated with possible product defects or fadlamed compliance with environmental laws. The Camgpaaintains product liability and
other insurance coverage, which it believes todreetally in accordance with industry practices. &beless, such insurance coverage may
not be adequate to protect the Company fully againsstantial damage claims which may arise froodpct defects and failures.
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James Jones Litigation

On June 25, 1997, Nora Armenta sued James JonegadDgnNatts Industries, Inc., which formerly owrdisanes Jones, Mueller Co., and
Tyco International (U.S.) Inc. in the Californiaggurior Court for Los Angeles County with a comptahmat sought tens of millions of dollars
in damages. By this complaint and an amended comfiied on November 4, 1998 ("First Amended Coaipt"), Armenta, a former
employee of James Jones, sued on behalf of 34 ipaliiies as a qui tam plaintiff under the Califarifralse Claims Act. Late in 1998, the
Los Angeles Department of Water and Power ("DWRtgrvened. To date, less than half a dozen of fiigenal thirty-four municipalities
have subsequently intervened.

The First Amended Complaint alleges that the Comisdnrmer subsidiary (James Jones Company) soldiugts that did not meet
contractually specified standards used by the namedcipalities for their water systems and falsedytified that such standards had been
met. Armenta claims that these municipalities wiamaged by their purchase of these products, akd seeble damages, legal costs,
attorneys' fees and civil penalties under the Fala@ms Act.

The DWP's intervention filed on December 9, 1998peld the First Amended Complaint and added cléombreach of contract, fraud and
deceit, negligent misrepresentation, and unjustlement. The DWP seeks past and future reimburseaosis, punitive damages, contract
difference in value damages, treble damages, pariklties under the False Claims Act and costiseo$tiit.

One of the First Amended Complaint's allegatiorthéssuggestion that because some of the purcldaseels Jones products are out of
specification and contain more lead than the “@®mbe specified, a risk to public health might existis contention is predicated on the
average difference of about 2% lead content inbi®hze (6% to 8% lead) and "85 bronze (4% to 6%)laloys and the assumption that this
would mean increased consumable lead in publikiinwater. The evidence and discovery availableate indicate that this is not the case.

In addition, bronze that does not contain more 8faread, like '81 bronze, is approved for homeriing fixtures by the City of Los
Angeles, and the Federal Environmental Protectiganty defines metal for pipe fittings with no ménan 8% lead as "lead free" under
Section 1417 of the Federal Safe Drinking Water. Act

In December 2000, the court allowed the Relatdileca Second Amended Complaint, which added a rarmobnew cities and water districts
as plaintiffs and brought the total number of piffimto 161. During the quarter ended December28D0, the Company and the other
defendants made an offer to settle all of the dadfithe DWP in this case. The DWP has recommetidedcceptance of this offer and has
submitted it for approval. On January 19, 2001,Ghéfornia False Claims Act claims filed by theyCof Pomona were dismissed. The City

of Pomona filed for appellate review of this ordéie California Court of Appeal reversed the disaisand this reversal has been appealed by
the defendants. On the present record, the
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vast majority of other cities named in this lawsri# subject to a legal challenge similar to thiaictv resulted in the dismissal of Pomona's
False Claims Act case. As a result of those devedopis and management's assessment of the ca§mrtipany recorded a charge of
$7,170,000 after tax in the quarter ended Dece@be?000, which represented the after tax impath@Company's estimate of the cost to
bring the entire case to resolution. This charge keported as a loss from discontinued operatiisle this charge represented the after tax
impact of the Company's estimate based on all @ailinformation, litigation is inherently unceri@nd the actual liability to the Compan
fully resolve the litigation could be materiallyghier than this estimate. After the Company's insunad denied coverage for the claims in
case, the Company filed a complaint in the Caligso@uperior Court against its insurers for coverdde James Jones Company has filed a
similar complaint, and the Company is currentlyhlado predict the outcome of the litigation ratatito insurance coverage.

The Company intends to continue to contest thigenatgorously.
Environmental

Certain of the Company's operations generate aolithazardous wastes, which are disposed of elsewlerrangement with the owners or
operators of disposal sites or with transportersugh waste. The Company's foundry and other dpasaare subject to various federal, state
and local laws and regulations relating to envirental quality. Compliance with these laws and ratjoihs requires the Company to incur
expenses and monitor its operations on an onga@sgbThe Company cannot predict the effect ofrutequirements on its liquidity,
financial condition or results of operations duaty changes in federal, state or local environaddats, regulations or ordinances.

The Company is currently a party to or otherwismlwed in various administrative or legal procegdimnder federal, state or local
environmental laws or regulations involving a liedtnumber of sites. Based on facts presently krtovitnthe Company does not believe that
the outcome of these environmental proceedingshaile a material adverse effect on its liquidiiyahcial condition or results of operations.
Given the nature and scope of the Company's matwiiag operations, there can be no assurancehltba@ompany will not become subjec
other environmental proceedings and liabilitiethia future which may be material to the Company.

Other Litigation

Other lawsuits and proceedings or claims, arisiongifthe ordinary course of operations, are alsalipgnor threatened against the Company
and its subsidiaries. Based on the facts currdamtbyvn to it, the Company does not believe thatuitimate outcome of these other litigation
matters will have a material adverse effect otidtsidity, financial condition or results of opeiats.
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Item. 4. Submission of Matters to a Vote of SecurgtHolders

(&) The Annual Meeting of Stockholders of the Compwas held on April 25, 2001.

(c) The results of the voting on the proposals iwered at the Annual Meeting of Stockholders wesréotlows:
1. Election of Directors

Timothy P. Horne, Kenneth J. McAvoy, Gordon W. Mar®aniel J. Murphy, Il and Roger A. Young werele&lected as a Director of the
Company for a term expiring at the next Annual Nregbf Stockholders.

The voting results were as follows:

Mr. T. Horne 105,689,415 votes FOR 963,350 votes WITHHELD
Mr. K. McAvoy 106,491,625 votes FOR 161,140 votes WITHHELD
Mr. G. Moran 106,596,365 votes FOR 56,400 votes WITHHELD
Mr. D. Murphy 106,597,245 votes FOR 55,520 votes WITHHELD
Mr. R. Young 106,596,645 votes FOR 56,120 votes WITHHELD

2. Ratification of Independent Auditors

The selection of KPMG LLP as the independent ausliodd the Company for the current fiscal year vagied and the voting results were as
follows:

106,617,935 votes FOR 34,020 votes WITHHELD 81@s&BSTAINED
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Item 6. Exhibits and Reports on Form 8-K
(a) The exhibits are furnished elsewhere in thiere
(b) Reports filed on Form 8-K during the Quarteded June 30, 2001.

Current report on 8-K filed with the Securities é@tdck Exchange Commission on May 31, 2001, redartéetain developments in the James
Jones case.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned, thereunto duly authorized.

WATTS INDUSTRIES, INC.

Dat e: August 10, 2001 By: /s/ Timothy P. Horne

Ti rot hy P. Horne
Chai rman and Chi ef Executive O ficer

Date: August 10, 2001 By: /s/ WIlliam C. MCartney

WIlliam C. MCartney
Chi ef Financial Oficer and Treasurer
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EXHIBIT INDEX

Listed and indexed below are all Exhibits filedoast of this report.

Exhibit No.  Description

3.1 Restated Certificate of Incorporat ion, as amended. (1)
3.2 Amended and Restated By-Laws, as a mended May 11, 1999 (2)
11 Computation of Earnings per Share 3)

(1) Incorporated by reference to the relevant ektitthe Registrant's Annual Report on Form 10i&dfwith the Securities and Exchange
Commission on September 28, 1995.

(2) Incorporated by reference to the relevant eéktobthe Registrant's Current Report on Form 1f»Qhe Quarter ended March 31, 2000.
(3) Incorporated by reference to the Notes to Clifesied Financial Statements, Note 4, of this Repor
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