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PART I. FINANCIAL INFORMATION

ITEM 1. Financial Statements

WATTS WATER TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share information)

(Unaudited)
April 1, December 31
2007 2006
ASSETS
CURRENT ASSETS
Cash and cash equivalel $ 319,83 $ 342,97¢
Investment securitie 19,25( 11,82¢
Trade accounts receivable, less allowance for dioludtcounts of $12,556 at April 1, 2007 and $1G,54
December 31, 200 251,62« 228,50
Inventories, net
Raw materials 110,46t 103,58’
Work in proces: 43,98¢ 39,59:
Finished goods 176,97 173,23¢
Total Inventories 331,42¢ 316,41¢
Prepaid expenses and other as 20,66¢ 15,842
Deferred income taxe 33,21¢ 26,73¢
Assets of discontinued operations 10,102 10,07¢
Total Current Assets 986,11 952,38:
PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment, at c 399,05:¢ 391,92
Accumulated depreciation (193,487) (185,767)
Property, plant and equipment, net 205,571 206,16(
OTHER ASSETS
Goodwill 358,27: 356,09(
Other, net 143,67¢ 146,21¢
TOTAL ASSETS $ 1,693,633 $ 1,660,85(
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payabl $ 123,14+ $ 120,95¢
Accrued expenses and other liabilit 96,767 100,43’
Accrued compensation and bene 35,77¢ 42,59
Current portion of lon-term debt 7,614 7,522
Liabilities of discontinued operations 27,821 27,852
Total Current Liabilities 291,12( 299,35¢
LONG-TERM DEBT, NET OF CURRENT PORTIO 453,96 441,697
DEFERRED INCOME TAXES 38,25¢ 34,58t
OTHER NONCURRENT LIABILITIES 53,55¢ 52,68¢
MINORITY INTEREST 5,731 5,971
STOCKHOLDERY EQUITY:
Preferred Stock, $.10 par value; 5,000,000 shart®ezed; no shares issued or outstan: — —
Class A Common Stock, $.10 par value; 80,000,0@@eshauthorized; 1 vote per share; issued and
outstanding, 31,351,684 shares at April 1, 200734n1@839,111 shares at December 31, 2 3,13 3,124
Class B Common Stock, $.10 par value; 25,000,0@6estauthorized; 10 votes per share; issued and
outstanding, 7,293,880 shares at April 1, 2007aridecember 31, 20( 729 729
Additional paic-in capital 372,35] 367,79
Retained earning 444,744 429,55t
Accumulated other comprehensive income 30,04¢ 25,35(
Total Stockholders’ Equity 851,007 826,55
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $ 1,693,63 $ 1,660,85(

See accompanying notes to consolidated financ#tsients.




WATTS WATER TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands, except per share information
(Unaudited)

Net sales
Cost of goods sold
GROSS PROFIT
Selling, general & administrative expen:
Restructuring and other charges
OPERATING INCOME
Other (income) expens
Interest incomi
Interest expens
Minority interest
Other

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TABS
Provision for income taxes

INCOME FROM CONTINUING OPERATIONS

Loss from discontinued operations, net of taxes

NET INCOME

BASIC EPS

Income per share
Continuing operation
Discontinued operations
NET INCOME

Weighted average number of shares

DILUTED EPS

Income per shart
Continuing operation
Discontinued operations
NET INCOME

Weighted average number of shares

Dividends per share

See accompanying notes to consolidated financ#tsients.

First Quarter Ended

April 1, April 2,
2007 2006
346,09: 274,95(
231,42¢ 179,13:
114,66¢ 95,81¢

84,09¢ 69,051
200 235
30,367 26,532
(3,612) (418)
6,307 4,192
(278) 84
721 (400)
3,13¢ 3,45¢
27,22¢ 23,07¢
7,182 7,987
20,047 15,08
(55) (124)
19,992 14,96:
.52 46
.52 46
38,571 32,591
51 46
51 46
38,981 32,82z
.10 .09




WATTS WATER TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands)

(Unaudited)

OPERATING ACTIVITIES
Income from continuing operatiol

Adjustments to reconcile net income from continuapgrations to net cash used in continuing opegatin

activities:

Depreciatior

Amortization

Other

Stocl-based compensatic
Deferred income tax bene

Changes in operating assets and liabilities, neffetts from business acquisitions and divestt

Accounts receivabl
Inventories
Prepaid expenses and other as
Accounts payable, accrued expenses and otheiitiiedil
Net cash used in continuing operations
INVESTING ACTIVITIES
Additions to property, plant and equipmi
Proceeds from the sale of property, plant and eqeiy
Investments in securitie
Proceeds from sale of securit
Increase in other ass¢
Business acquisitions, net of cash acquired
Net cash used in investing activities
FINANCING ACTIVITIES
Proceeds from lor-term deb
Payments of lor-term deb!
Payment of capital lea:
Share transactions under employee stock
Tax benefit of stock awards exercis
Dividends
Net cash provided by financing activities
Effect of exchange rate changes on cash and casbatants
Net cash provided by (used in) operating activitiEdiscontinued operatior
DECREASE 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
Acquisition of businesse
Fair value of assets acquir
Cash paid, net of cash acquired
(Assets acquired) liabilities assumed
Issuance of stock under management stock purchiase p
Retirement of variable rate demand bonds with cadlhteral
CASH PAID FOR:
Interest
Taxes

See accompanying notes to consolidated financ#tsients.

First Quarter Ended
April 1, April 2,
2007 2006

$ 20,047 $ 15,08

7,575 6,102
2,797 1,39¢

283 (130)
1,702 765
(2,471) (3,087)

(21,599 (12,150
(14,470 (16,452

(4,63) (2,80%)
(2,757) 1,772
(13,527) (9,504)
(6,234) (7,101)
130 1,36¢€
(7,500) —
75 —
(452) (4)
(4,231) (741)
(18,21%) (6,47¢)
18,40¢ 21,63¢
(7,45¢) (4,889)
(523) —
243 652
990 251
(3,971) (3,085)
7,684 14,572
1,01¢ 66
(109) 1,261
(23,140) (81)
342,97¢ 45,75¢

$ 319,83 $ 45,677

$ 361€ $ 1,257

4,231 741
$ (613 % 516
$ 1565 % 673
$ — $ 8,90C
$ 141¢ $ 2,71F
$ 7,266 $  4,56¢




WATTS WATER TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unauditl)

1. Basis of Presentation

The accompanying unaudited consolidated finantééments have been prepared in accordance wittuatieg principles

generally accepted in the United States for intdimancial information and with the instructionskorm 10-Q and Article 10 of Regulation S-
X. Accordingly, they do not include all of the imfmation and footnotes required by accounting [iples generally accepted in the United
States for complete financial statements. In fhieion of management, all adjustments (consistiingoomal recurring accruals) considered
necessary for a fair presentation have been indludgvatts Water Technologies, Inc.’s Consolidéathnce Sheet as of April 1, 2007, its
Consolidated Statements of Operations for the diusirter ended April 1, 2007 and the first quaeteded April 2, 2006, and its Consolidated
Statements of Cash Flows for the first quarter dnfslaril 1, 2007 and the first quarter ended AprikR06.

The balance sheet at December 31, 2006 has begadiffom the audited financial statements at tlee. The accounting policies followed
by the Company are described in the Company’s AnReport on Form 10-K for the fiscal year ended &aber 31, 2006. The financial
statements included in this report should be raambnjunction with the financial statements andesancluded in the Annual Report on
Form 10-K for the year ended December 31, 2006 r&ipg results for the interim period presentedrarenecessarily indicative of the
results to be expected for the year ending Dece3ihe2007.

The Company operates on a 52-week fiscal year gratirDecember 31. Any first quarter ended datdadoed in this Quarterly Report on
Form 10-Q reflects the results of operations fer 18-week period ended on the Sunday nearest Nidraifi the respective year.

Certain amounts in the first quarter of 2006 haeerbreclassified to permit comparison with the 2p@sentation. These reclassifications
no effect on reported results of operations orldtolders’ equity.

2. Accounting Policies

Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States requires management
to make estimates and assumptions that affecefh@ted amounts of assets and liabilities and aksce of contingent assets and liabilities at
the date of the financial statements and the redamounts of revenues and expenses during theirgpperiod. Actual results could differ
from those estimates.

Goodwill and Long-Lived Assets

The changes in the carrying amount of goodwill Bpgraphic segment from December 31, 2006 to Ap&I0D7 are as follows:

North
America Europe China Total
(in thousands)
Carrying amount at the beginning of per $ 198,86 $ 147,90 $ 9324 $ 356,09(
Gooduwill acquired during the peric — — —
Adjustments to goodwill during the peri (32) (125) 1,192 1,03t
Effect of change in exchange rates used for tréosla 29 1,024 95 1,14¢
Carrying amount at end of period $ 19886( $ 148,802 $ 10,611 $ 358,27

Other intangible assets include the following arel@esented in “Other Assets: Other, net”, inApeil 1, 2007 Consolidated Balance Sheet:

Gross Accumulated
Carrying
Amount Amortization

(in thousands)

Patents $ 1328 $ (5,510
Customer relationshiy 65,307 (9,250)
Technology 7,513 (1,489
Other 15,673 (4,558)

Total amortizable intangibles 101,77( (20,807
Intangible assets not subject to amortization 50,53( —

Total $ 152,30 $ (20,801







Aggregate amortization expense for amortized intdagssets for the first quarters of 2007 and 2086 $2,797,000 and $1,395,000,
respectively. Additionally, future amortization exgse on amortizable intangible assets approxingat@$5,000 for the remainder of 2007,
$9,124,000 for 2008, $8,836,000 for 2009, $8,813 @0 2010 and $8,374,000 for 2011. Amortizatiopense is provided on a straight-line
basis over the estimated useful lives of the intalagssets. The weighted-average remaining litetad amortizable intangible assets is 11.6
years. Patents, customer relationships, techn@agyother amortizable intangibles have weig-average remaining lives of 10.4 years, 9.9
years, 7.0 years and 23.6 years, respectivelynditiée assets not subject to amortization primarnigjude trademarks and unpaten
technology.

Stock-Based Compensation

The Company maintains four stock incentive plangenmwhich key employees and outside directors haem granted outstanding incentive
stock options (1ISOs) and nonqualified stock optidSOs) to purchase the Company’s Class A CommockSOnly one plan, the 2004
Stock Incentive Plan, is currently available foe rant of new equity awards. Stock options granteter prior plans became exercisable

a five-year period at the rate of 20% per yearexmire ten years after the date of grant. Unde2@@ Stock Incentive Plan, options become
exercisable over a fouyear period at the rate of 25% per year and expitg/ears after the grant date. ISOs and NSOseagtamtder the pla
may have exercise prices of not less than 100958 of the fair market value of the Common Stocklendate of grant, respectively. The
Company’s current practice is to issue all optiahfair market value on the grant date. The Comjulieh not issue any options in the first
quarters of 2007 or 2006.

The Company also grants shares of restricted stok&y employees and non-employee members of thep@oy’s Board of Directors under
the 2004 Stock Incentive Plan, which vest immetljate over three years. The restricted stock awardsamortized to expense on a straight-
line basis over the vesting period. The Compadyndit grant any restricted stock in the first gersrtof 2007 or 2006.

The Company also has a Management Stock PurchasetRit allows for the purchase of Restricted Stdaks (RSUs) by key employees of
up to an aggregate of 2,000,000 shares of Classmn@n Stock at 67% of the fair market value ondhie of grant. RSUs vest annually ¢
a three-year period from the date of grant. Then@any granted 159,869 RSUs and 87,125 RSUs irirtegtiarters of 2007 and 2006,
respectively.

The fair value of each share issued under the Mamagt Stock Purchase Plan is estimated on theofigtant, using the Black-Scholes-
Merton Model, based on the following weighted agerassumptions:

2007 2006
Expected life (years) 3.0 3.0
Expected stock price volatilit 35.3% 25.7%
Expected dividend yiel 1.0% 1.5%
Risk-free interest rat 48% 4.5%

The above assumptions were used to determine tighted average grant-date fair value of RSUs of #.@nd $13.60 in 2007 and 2006,
respectively.

A more detailed description of each of these stouk stock option plans can be found in Note 13 atellto Consolidated Financial
Statements in our Annual Report on Form 10-K ferybkar ended December 31, 2006.

Shipping and Handling

The Company’s shipping costs included in sellireperal and administrative expense were $9,462,00%8,525,000 for the first quarters of
2007 and 2006, respectively.

Research and Development

Research and development costs included in setiigeral and administrative expense were $3,8740033,172,000 for the first quarters
of 2007 and 2006, respectively.

Taxes, Other than Income Taxes

Taxes assessed by governmental authorities oraakactions are recorded on a net basis and edfuom sales in the Company’s
consolidated statement of operations.

Income Taxes

On January 1, 2007, the Company adopted the pomgsif Financial Accounting Standards Board Integtion No. 48, “Accounting for
Uncertainty in Income Taxes” (FIN 48). The purpo$&IN 48 is to increase the comparability in fiea reporting of income taxes. FIN 48
requires that in order for a tax benefit to be rded in the income statement, the item in questiast meet the more-likely-than-not (greater
than 50% likelihood of being sustained upon exationaby the taxing authorities) threshold. The aédopof FIN 48 did not have a material
effect on the Compar's financial statements. No cumulative effect waskied through beginning retained earnir






As of the adoption date, the Company had grosscogrézed tax benefits of approximately $4,800,@8Qyhich approximately $4,200,000
recognized, would affect the effective tax ratee Tifference between the amount of unrecognizedé¢mefits and the amount that would
impact the effective tax rate consists of the fabiex benefit of state income tax items. Dutting first quarter of 2007, the Company
reduced its unrecognized tax benefits by approxpa600,000 for a tax issue in Italy. The Compédogs not expect further significant
changes in the amounts of unrecognized tax bemnetitsn the next twelve months.

The Company is currently under audit by the InteRevenue Service for the 2003 and 2004 tax yetie expected completion date for this
audit is April 2008. Watts conducts business wagdety of locations throughout the world resultingax filings in numerous domestic and
foreign jurisdictions. The Company is subjectar &xaminations regularly as part of the normalrsewf business. The Company’s major
jurisdictions are the U.S., Canada, China, NethedaU.K., Germany, Italy and France. With feweptions the Company is no long
subject to U.S. federal, state and local, or no8:-lthcome tax examinations for years before 2002.

As of January 1, 2007, the Company had approxim&@&00,000 of interest related to uncertain taxtpys. The Company accounts for
interest and penalties related to uncertain taXipas as a component of income tax expense.

New Accounting Standart

In February 2007, the Financial Accounting Stangd@dard (FASB) issued Financial Accounting Stang&@dard Statement (FAS) No. 159,
“The Fair Value Option for Financial Assets anddfinial Liabilities — including an Amendment to FA®. 115,” (FAS 159), which permits
entities to choose to measure many financial ins&nts and certain other items at fair value. FBSi% effective for financial statements
issued for fiscal years beginning after November2D®7 and interim periods within those fiscal we#&tarlier application is encouraged. The
Company is currently evaluating the impact of FAS bn its consolidated financial statements.

In September 2006, FASB issued FAS No. 157, “Faiug Measurements,” (FAS 157), which defines falug, establishes a framework for
measuring fair value in generally accepted accagrrinciples and expands disclosures about fdirevameasurements. FAS 157 is effective
for financial statements issued for fiscal yeargifneing after November 15, 2007 and interim periatthin those fiscal years. Earlier
application is encouraged provided that the repgrtiompany has not yet issued financial statenfenthat fiscal year including financial
statements for an interim period within that fisgahr. The Company does not expect the adopti&ASf 157 to have a material impact to its
consolidated financial statements.

3. Discontinued Operations

In September 1996, the Company divested its Mualdigater Group businesses, which included Henryt,Rlames Jones Company and
Edward Barber and Company Ltd. Costs and expestaed to the Municipal Water Group for 2007 af@& primarily relate to legal and
settlement costs associated with the James Jotigatlan, which is described in Part |, Item 1, 6Buct Liability, Environmental and Other
Litigation Matters” of the Company’s Annual Report Form 10-K for the year ended December 31, 2006.

Condensed operating statements and balance shedisdontinued operations are summarized below:

First Quarter Ended

April 1, April 2,
2007 2006
(in thousands)
Cost and expenses- Municipal Water Group $ (90) $ (200)
Loss before income taxes (90) (200)
Income tax benefit 35 76
Loss from discontinued operations, net of taxes $ (55) $ (124)

December 31

April 1,
2007 2006
(in thousands)
Prepaid expenses and other as $ 365 $ 328
Deferred income taxes 9,737 9,751
Assets of discontinued operations $ 10,102 $ 10,07¢
Accrued expenses and other liabilities 27,821 27,852
Liabilities of discontinued operations $ 27821 $ 27,852

The assets and liabilities at April 1, 2007 and é&wsber 31, 2006 primarily relate to the reservesHerJames Jones Litigation.
4. Derivative Instruments
The Company uses foreign currency forward exchaog#racts as an economic hedge to reduce the impaatrency fluctuations on certain

anticipated intercompany purchase transactionsattea¢xpected to occur during the next twelve meatid certain other foreign currency
transactions. Realized and unrealized gains arsg$osn the contracts are recognized in other intpense.






These contracts do not subject the Company tofgignt market risk from exchange movement becausg offset gains and losses on the
related foreign currency denominated transactidngpril 1, 2007 and April 2, 2006, the fair valuekthe contracts were a loss of
approximately $135,000 and a gain of approxima$éi$,000, respectively.

The Company occasionally uses commodity futuresraots to fix the price on a certain portion oftaér raw materials used in the
manufacturing process. At April 1, 2007 and AptiPR06, the Company had no commaodity contracts.

5. Restructuring and Other Charges

For the first quarter of 2007, the Company recorcleaiges of $95,000 in costs of goods sold and $200n restructuring and other charges
for accelerated depreciation related to the Comsargfocation and restructuring plan for its 60% ed/Chinese joint venture. The Comp
also recognized income of $89,000 in minority iegtrepresenting the 40% liability of its Chinesia venture partner in the restructuring
plan. For the first quarter of 2006, the Compargprded charges of $235,000 to restructuring ahdratharges primarily for severance costs
related to the Company’s European restructuringplin the first quarter of 2007, the Company @aigdroximately $2,000,000 of previously
accrued severance costs. At April 1, 2007, the neim@restructuring liability approximated $2,20000

6. Earnings per Share

The following tables set forth the reconciliatiointloe calculation of earnings per share:

For the First Quarter Ended April 1, 2007

Income Shares Per Share
(Numerator) (Denominator) Amount
(amounts in thousands, except share and per sharenaunts)
Basic EPS
Income from continuing operatiol $ 20,047 38,570,61. $ .52
Loss from discontinued operations (55) =
Net income $ 19,99 $ .52
Effect of dilutive securitie
Common stock equivalents 410,021
Diluted EPS
Income from continuing operatiol $ 20,047 $ 51
Loss from discontinued operations (55) =
Net income $ 19,992 38,980,63: $ .51
For the First Quarter Ended April 2, 2006
Income Shares Per Share
(Numerator) (Denominator) Amount
(amounts in thousands, except share and per sharenaunts)
Basic EPS
Income from continuing operatiol $ 15,081 32,591,29! $ 46
Loss from discontinued operations (124) —
Net income $ 14,96¢ $ 46
Effect of dilutive securitie
Common stock equivalents 231,77(
Diluted EPS
Income from continuing operatiol $ 15,087 $ 46
Loss from discontinued operations (124) —
Net income $ 14,96: 32,823,06! $ .46

7. Segment Information

Under the criteria set forth in Financial Accougtitandards Board Statement No.131 “Disclosureté®egments of an Enterprise and
Related Information”, the Company operates in tlyeegraphic segments: North America, Europe, arideCEach of these segments is
managed separately and has separate financials#sal are reviewed by the Company'’s chief opegatiecision-maker. All intercompany
sales transactions have been eliminated. Salesdiyrr are based upon location of the entity recgytlie sale. The accounting policies for
each segment are the same as those describedsantimeary of significant accounting policies.




The following is a summary of the Company’s sigrafit accounts and balances by segment, reconcitbé tonsolidated totals:

North
America Europe China Corporate (*) Consolidated
(in thousands)

As of and for the quarter ended April 1, 2007

Net sales $ 218,32t $ 11554t $ 12,22: $ — $ 346,09:
Operating income (loss; 21,19¢ 14,41( 2,04¢ (7,297) 30,367
Identifiable assets 1,042,78: 526,00¢ 124,84¢ — 1,693,63!
Long-lived assets 99,051 78,492 28,02¢ — 205,57
Intangibles 74,64% 46,99( 9,864 — 131,49¢
Capital expenditures 2,94C 2,604 690 — 6,234
Depreciation and amortization 4,37z 4,50€ 1,494 — 10,372
As of and for the quarter ended April 2, 2(

Net sales $ 196,56¢ $ 72,25¢  $ 6,125 $ — $ 274,95(
Operating income (los! 22,40z 9,57C 1,01t (6,45E) 26,53:
Identifiable asset 734,38¢ 314,75¢ 82,75( — 1,131,89¢
Long-lived asset: 102,05¢ 48,25¢ 26,13¢ — 176,44¢
Intangibles 78,88¢ 13,02( 2,85€ — 94,764
Capital expenditure 3,38¢ 3,181 532 — 7,101
Depreciation and amortizatic 4,42¢ 2,06¢ 1,00C — 7,49¢

*Corporate expenses are primarily for compensagiqrense, Sarbanes-Oxley compliance, professioes] fiecluding legal and audit
expenses, shareholder services and benefit adratiost costs. These costs are not allocated tgebgraphic segments as they are viewed as
corporate functions that support all segments.

The above operating segments are presented orisacbasistent with the presentation included inGloenpany’s December 31, 2006
financial statements included in its Annual Remort~orm 10-K.

The North American segment consists of U.S. ne&tssal $204,072,000 and $182,906,000 for the fusirigrs of 2007 and 2006, respectiv
The North American segment also consists of Uggiived assets of $92,531,000 and $95,269,00(pat & 2007 and April 2, 2006,
respectively.

Intersegment sales for the quarter ended ApriDD;7Zor North America, Europe and China were $2,043, $1,293,000 and $22,020,000,
respectively. Intersegment sales for the quartded April 2, 2006 for North America, Europe andr@hwere $1,420,000, $557,000 and
$14,226,000, respectively.

8. Accumulated Other Comprehensive Income (Loss)

Accumulated other comprehensive income (loss) stssif the following:

Foreign Accumulated Other
Currency
Translation and Pension Comprehensive
Other Adjustment Income (Loss)

(in thousands)

Balance December 31, 2006 $ 38,09¢ $ (12,74¢) $ 25,35(C
Change in period 3,216 1,482 4,698
Balance April 1, 2007 $ 41312 $ (11,269 $ 30,04¢
Balance December 31, 20 $ 13,09C $ (7,827 $ 5,268
Change in period 4,611 — 4,611
Balance April 2, 2006 $ 17,701 $ (7,827) $ 9,874

Accumulated other comprehensive income (loss)énctinsolidated balance sheets as of April 1, 20@7Aril 2, 2006 consists primarily of
cumulative translation adjustments and unrecogniegsion related prior service costs and net a@atuass. The Company’s total
comprehensive income was as follows:

First Quarter Ended

April 1, April 2,
2007 2006
(in thousands)
Net income $ 19,992 $ 14,96:
Foreign currency translation adjustments and other 3,21€ 4,611

Total comprehensive income $ 23,206 $ 19,57¢
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9. Debt

On April 27, 2006 , the Company completed a priyddeement of $225,000,000 of 5.85% senior unselcuoges due April 2016 (the 2006
Note Purchase AgreemerThe 2006 Note Purchase Agreement includes opeedtom financial covenants with which the Company i
required to comply, including, among others, maiatee of certain financial ratios and restrictionsadditional indebtedness, liens and
dispositions. Events of default under the 2006 Nhatechase Agreement include failure to comply vitigHinancial and operational covenants,
as well as bankruptcy and other insolvency evdrits.Company may, at its option, upon notice tonbeholders, prepay at any time all or
part of the notes in an amount not less than $llomiby paying the principal amount plus a make-lelmmount, which is dependent upon the
yield of respective U.S. Treasury SecuritThe Company used the net proceeds from the prplatement to repay $147,000,000
outstanding under its revolving credit facility h& balance of the net proceeds will be used toéi@duture acquisitions and for general
corporate purposes. As of April 1, 2007, the Comypaas in compliance with all covenants relatechi® 2006 Note Purchase Agreement.
payment of interest on the senior unsecured netdge semi-annually on April 30  and Octobeit30 eaxfh year. Additionally, the
Company amended its 2003 Note Purchase Agreemeeti¢at the existence of the subsidiary guarartosto substantially conform certain
provisions of the 2003 Note Purchase Agreemerttea@006 Note Purchase Agreement.

On April 27, 2006, the Company amended and resitgemhsecured revolving credit facility with a sicate of banks (as amended, the
revolving credit facility). The revolving creditddity provides for multi-currency unsecured borings and stand-by letters of credit of up to
$350,000,000 and expires in April 20Blorrowings outstanding under the revolving creddility bear interest at a fluctuating rate perum
equal to an applicable percentage equal to (héncase of Eurocurrency rate loans, the BritishkBes1Association LIBOR rate plus an
applicable percentage of 0.60%, which is determimeteference to the Company’s consolidated leveratio and debt rating, or (i) in the
case of base rate loans and swing line loans,igfieihof (a) the federal funds rate plus 0.5% d)dHe rate of interest in effect for such day
as announced by Bank of America, N.A. as its “priatte.” For first three months of 2007, the averagerest rate under the revolving credit
facility for euro-based borrowings was approximatl%. The revolving credit facility includes optonal and financial covenants
customary for facilities of this type, includingnang others, restrictions on additional indebtednksns and investments and maintenance of
certain leverage ratios. As of April 1, 2007, then@pany was in compliance with all covenants relatetthe revolving credit facility; had
$212,890,000 of unused and potentially availabéelitrunder the revolving credit facility; had noSdollar denominated debt and
$103,354,000 of euro-based borrowings outstandmigsaevolving credit facility; and had $33,756000r stand-by letters of credit
outstanding on its revolving credit facility.

Effective July 1, 2005, the Company entered intlorae-year interest rate swap with a counter dartg notional amount of €25,000,000,
which was outstanding under the revolving creditlity. The Company swapped thremnth EURIBOR plus 0.6% for a fixed rate of 3.0
At April 2, 2006, the fair value of the swap wapapimately $680,000. The swap was terminated aolizr 3, 2006.

On December 28, 2005, the date of closing of theridat Manufacturing Company (Dormont) acquisitiBmrmont had long-term debt
outstanding of $8,900,000 in the form of two sedétaxable variable rate demand bonds (1998 Swiiths$1,500,000 outstanding and the
2000 Series with $7,400,000 outstanding) which, tduée provisions of the trust agreements, coulgt be redeemed at dates subsequent to
the closing. Each of these bonds was securedddiea of credit from a bank, which maintained awséy interest in the assets of Dormont.
As a condition of the purchase and to gain the Isacdnsent to the sale of Dormont to the Compargrpidnt’s former owners were required
to establish a cash collateral account for the bam@n amount equal to the potential obligatioofmont to the bank under the letter of
credit reimbursement agreements. The entire oldigainder the bonds approximated $9,096,000, widphesented the $8,900,000 in bond
principal plus interest and related fees. At eigsia portion of the Dormont purchase price waseqildn a cash collateral account as a
guarantee of payment. The Company recorded thiswsdeposit in prepaid expenses and other assBescamber 31, 2005. The 1998 se
bonds were repaid in full on January 17, 2006 &ed?000 series bonds were repaid in full on Feprta006 by the former owners using
the cash collateral account.

10. Contingencies and Environmental Remediation

As disclosed in Part I, Item 1, “Product Liabilignvironmental and Other Litigation Matters” of tBempany’s Annual Report on Form kKO-
for the year ended December 31, 2006, the Comaaparty to litigation described as the Jamesslhitigation and is also engaged in
certain environmental remediation. There have eematerial developments with respect to the Cowigacontingencies and environmer
remediation proceedings during the quarter ended Ap2007.

11. Employee Benefit Plans

The Company sponsors funded and unfunded defineefib@ension plans covering substantially alltefdomestic employees. Benefits are
based primarily on years of service and employeesipensation. The funding policy of the Companytifiese plans is to contribute an
annual amount that does not exceed the maximum rintteat can be deducted for federal income tax gaep.

In September 2006, the FASB issued FAS No. 158,dlayers’ Accounting for Defined Benefit Pension a@ther Postretirement Plans — an
amendment of FASB Statements No. 87, 88, 106 aB(R)3(FAS 158). This statement requires balanaeshecognition of the overfunded
or underfunded status of pension and postretiretmemefit plans. In addition, the measurement dagdate of which plan assets and the
benefit obligations are measured) is required tthbecompany’s fiscal year end. Except for the
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measurement date provisions, which are not effectittil fiscal years ending after December 15, 2@@8 provisions of FAS 158 were
effective for fiscal years ending after December2(6 and, as such, were adopted during 2006.

The Company has early-adopted the measuremenpuaatisions of FAS 158 effective January 1, 2007e Tompany’s pension plans
previously used a September 30 measurement datelaAk are now measured as of December 31, censisith the Company’s fiscal year
end. The non-cash effect of the adoption of thesmeament date provisions of FAS 158 increased btiddkr’'s equity by approximately
$100,000 and decreased long-term liabilities byr@agdmately $129,000. There was no effect on the @amy’s results of operations.

The components of net periodic benefit cost afelésys:

First Quarter Ended

April 1, April 2,
2007 2006
(in thousands)

Service co—benefits earne $ 945 $ 887
Interest costs on benefits obligati 1,06¢ 945
Expected return on asst (1,077) (875)
Prior service cost amortizatic 50 71
Net actuarial loss amortizatic 231 303
Net periodic benefit cos $ 1,22 % 1,331

The information related to the Company’s pensiardfucash flow is as follows:

First Quarter Ended
April 1, April 2,
2007 2006
(in thousands)

Employer contribution: $ 44 $ 3,13C
12. Subsequent Event
The Company held its Annual Meeting of StockholdarsMay 2, 2007. At the annual meeting, the stotdérs of the Company approved an

amendment to the Company’s Management Stock PwdPlas, as amended and restated, to increase rtiizenof shares of Class A
Common Stock available for issuance thereunder ft@@0,000 shares to 2,000,000 shares.
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Item 2. Managements Discussion And Analysis Of Financial Condition Ad Results Of Operations

Overview

The following discussion and analysis are provitteshcrease understanding of, and should be readrijunction with, the accompanying
unaudited consolidated financial statements anesnoln this quarterly report on Form 10-Q, refeemto “the Company,” “Watts,” “we,”
“us” or “our” refer to Watts Water Technologiesclrand its consolidated subsidiaries.

We operate on a 52-week fiscal year ending on Dbee®l. Any first quarter ended data containetthim Quarterly Report on Form 10-Q
reflects the results of operations for the 13-weekod ended on the Sunday nearest March 31 otgpective year.

We are a leading supplier of products for use éwtlater quality, water safety, water flow controtlavater conservation markets in North
America and Europe, with an emerging presence ineClror over 130 years, we have designed and raetwiéd products that promote the
comfort and safety of people and the quality antseovation of water used in commercial and resideapplications. We earn revenue and
income almost exclusively from the sale of our preid. Our principal product lines include:

*  backflow preventers for preventing contaminatiopotable water caused by reverse flow within watgaply lines and fire
protection systems;

» awide range of water pressure regulators for bothmercial and residential applications;

e water supply and drainage products for commercidirasidential applications;

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

» point-of-use water filtration and reverse osmogiteams for both commercial and residential appbcet
» thermostatic mixing valves for tempering water @munercial and residential applications;

» systems for under-floor radiant applications andrhvlic pump groups for gas boiler manufacturecs r@mewable energy
applications, including solar and heat pump coreakages;

flexible stainless steel connectors for natural lequdd propane gas in commercial food service msidential applications; and
» large diameter butterfly valves for use in Chinaater infrastructure.

Our business is reported in three geographic setgniorth America, Europe and China. We distritauie products through three primary
distribution channels, wholesale, do-it-yourselfYpand original equipment manufacturers (OEMsjetast rates have an indirect effect on
the demand for our products due to the effect satds have on the number of new residential andamneial construction starts and
remodeling projects. All three of these activitiese an impact on our levels of sales and earnfgsdditional factor that has had an effect
on our sales is fluctuation in foreign currencEsa portion of our sales and certain portionsuofcosts, assets and liabilities are denominatec
in currencies other than the U.S. dollar.

We believe that the factors relating to our futgrewth include our ability to continue to make s#ilee acquisitions, both in our core markets
as well as new complementary markets, regulatagyirements relating to the quality and conservatibwater, increased demand for clean
water and continued enforcement of plumbing anéttlimg codes and a healthy economic environmenth@ie completed thirty acquisitions
since divesting our industrial and oil and gas bess in 1999. Our acquisition strategy focusesusinkesses that manufacture preferred branc
name products that address our themes of wateityquahter safety, water conservation, water flamnirol and related complementary
markets. We target businesses that will provideitis one or more of the following: an entry intomenarkets, an increase in shelf space "
existing customers, a new or improved technologgroexpansion of the breadth of our water quakgter conservation, water safety and
water flow control products for the residential ammnmercial markets.

Products representing a majority of our sales alogest to regulatory standards and code enforcemdrith typically require that these
products meet stringent performance criteria. Tiogietvith our commissioned manufacturers’ represems we have consistently advocated
for the development and enforcement of such plumbades. We are focused on maintaining stringealitgcontrol and testing procedures
at each of our manufacturing facilities in ordentanufacture products in compliance with code negoénts and take advantage of the
resulting demand for compliant products. We beligaag the product development, product testing lsipaand investment in plant and
equipment needed to manufacture products in cong#igvith code requirements, represent a barrienty for competitors. We believe th

is an increasing demand among consumers for predouensure water quality, which creates growthoopities for our products.

We require substantial amounts of raw materiafgréaluce our products, including bronze, brass, icast steel and plastic, and substantially
all of the raw materials we require are purchasenhfoutside sources. We have experienced incréasles costs of certain raw materials,
particularly copper and nickel. Bronze and brasscappe-based alloys. Nickel is a significant commoc
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used to make stainless steel. The spot price gferognd nickel has increased approximately 23%1&7&b, respectively, from April 2, 2006
to April 1, 2007. The spot price of copper and eridkas increased approximately 7% and 33%, resdgtfrom December 31, 2006 to April
1, 2007.

A risk we face is our ability to deal effectiveljittvincreases in raw material costs. We manageriglisoy monitoring related market prices,
working with our suppliers to achieve the maximwawdl of stability in their costs and related prigiseeking alternative supply sources w
necessary, implementing cost reduction programsassing increases in costs to our customersetm#ximum extent possible, when they
occur. Additionally from time to time we use comnitgdutures contracts on a limited basis to manthigrisk. We are not able to predict
whether or for how long these cost increases wilitimue. If these cost increases continue and e@atrable to reduce or eliminate the effect
of the cost increases by reducing production amsisiplementing price increases, our profit margioald decrease.

Another risk we face in all areas of our businessoimpetition. We consider brand preference, eeging specifications, code requirements,
price, technological expertise, delivery times aneadth of product offerings to be the primary cetitjve factors. As mentioned previously,
we believe that the product development, prodistirtg capability and investment in plant and eq@eptmeeded to manufacture products in
compliance with code requirements, represent advda entry for competitors. We are committed taimtaining our capital equipment at a
level consistent with current technologies, andtive expect to spend approximately $38,000,000@Y 2We are committed to expanding
our manufacturing capacity in lower cost countsash as China, Tunisia and Bulgaria. Manufactupiiagt relocations and consolidations
an important part of our ongoing commitment to i production costs.

Acquisitions

On August 14, 2006, we acquired 100% of the outktanstock of Black Teknigas, Limited (Teknigasgdted in St. Neots, United Kingdom
for approximately $8,700,000, which is net of cashjuired of approximately $300,000. The allocatifmnggoodwill and intangible assets are
approximately $3,585,000 and $4,493,000, respdgtifée amount recorded as intangible assets msgpily for technology and customer
relationships that have estimated useful livesiranffom 6 to 9 years and trade names with indefitives. Teknigas designs, develops and
manufactures a range of gas control products astgsys for combustion, industrial, medical, labanatind specialty gas.

On June 7, 2006, we acquired 100% of the outstgrstiock of Kim Olofsson Safe Corporation AB (Kim8pfocated in Almhult, Sweden for
approximately $5,800,000, which is net of cash @eguof approximately $2,900,000. The allocatifmrsgoodwill and intangible assets are
approximately $887,000 and $4,436,000, respectividglg amount recorded as intangible assets is phinfar customer relationships that
have estimated useful lives of 5 years and tradeesavith indefinite lives. KimSafe manufacturesctdonic controls for heat pump, solar
pellet heaters, which provide the ability to heatev using renewable energy.

On June 2, 2006, we acquired the assets and bagih€zalflex Manufacturing, Inc. (Calflex) locatadVernon, California and the stock of
Ningo Best Metal & Plastic Manufacturing, Ltd (Ning) located in Ningbo, China for an aggregate g@rapimately $6,600,000. Tt
allocation for intangible assets is approximate2y389,000. The amount recorded as intangible assptanarily for customer relationships
that have estimated useful lives of 12 years aamietnames with indefinite lives. Calflex and Ninglistribute and manufacture water
connectors.

On May 19, 2006, we acquired 100% of the outstapdinck of ATS Expansion Group (ATS) located ingims, Grenoble and Hautvillers,
France for approximately $62,100,000, which isafatash acquired of approximately $5,600,000 pistimed debt of approximately
$14,100,000. The preliminary allocations for godband intangible assets are approximately $32,6@0 and $26,520,000, respectively.
The amount recorded as intangible assets is piirfaricustomer relationships with estimated uséfuds of 6 years, patents with estimated
useful lives from 6 to 12 years and trade namel indefinite lives. ATS’ products include a broahge of fittings, valves and manifolds for
water, gas and heating applications and staintes$ fiexible hoses. The purchase price allocaomATS is preliminary pending the final
determination of fair values of intangible assetd eertain assumed assets and liabilities.

On April 26, 2006, we acquired the assets and kssiof Changsha Valve Works (Changsha) locatetham@sha, China for approximately
$9,200,000, of which approximately $226,000 rem#&inise paid subject to certain conditions being. néte preliminary allocations for
goodwill and intangible assets are approximatel$p$4,000 and $3,655,000, respectively. The amagurded as intangible assets is
primarily for non-compete agreements that haveregdd useful lives of 10 years and customer ordeklbg with an estimated useful life of
1 year. Changsha is a leading manufacturer oéldrgmeter hydraulic-actuated butterfly valvestf@rmo-power and hydro-power plants,
water distribution projects and water works pragjaotChina. The purchase price allocation for @séia is preliminary pending the final
determination of fair values of certain assumeetssand liabilities.

On April 5, 2006, we completed the planned incredsaur ownership in Watts Stern Rubinetti, S(Stern) from 8 5% to 100%. The price
paid for this additional 15% interest was approxeha$387,000.
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Results of Operations
First Quarter Ended April 1, 2007 Compared to FirstQuarter Ended April 2, 2006

Net Sales Our business is reported in three geographic satgnNorth America, Europe and China. Our netssal@ach of these segments
for each of the first quarters of 2007 and 2006evas follows:

First Quarter Ended First Quarter Ended % Change to
April 1, 2007 April 2, 2006 Consolidated
Net Sales % Sales Net Sales % Sales Change Net Sales
(dollars in thousands)

North America $ 218,32t 63.1% $ 196,56¢ 71.5% $ 21,75¢ 7.9%

Europe 115,54¢ 334 72,25¢ 26.3 43,28¢ 15.8

China 12,222 3.5 6,12E 2.2 6,097 2.2
Total $ 346,09: 100% $ 274,95( 100% $ 71,142 25.9%

The increase in net sales is attributable to tHeviing:

Change Change
As a % of Consolidated Net Sales As a % of Segment Net Sales
North North North
America Europe China Total America Europe China Total America Europe China
(dollars in thousands)
Internal growtt $ 20,21C $ 12,87¢ $ 2,301 $ 35,38¢ 7.3% 4.7% 8% 12.8% 10.3% 17.8% 37.6%
Foreign exchang (112) 7,663 324 7,87¢ — 2.8 1 2.9 — 10.6 5.3
Acquisitions 1,661 22,74¢ 3,472 27,87¢ .6 8.3 1.3 10.2 .8 315 56.7
Total $ 21,75¢ $ 43,28¢ $ 6,097 $ 71,14z 7.9% 15.8% 2.2%  25.9% 11.1% 59.9% 99.6%

The internal growth in net sales in North Americaswprimarily due to increased sales prices aneased unit sales in certain product lines
into the wholesale market. Our wholesale markéténfirst quarter of 2007, excluding the sales ftbmacquisition of Calflex, grew by
12.8% compared to the first quarter of 2006. Thas wrimarily due to increased sales of our backtiow relief valves. Our sales into the
North American DIY market in the first quarter d¥@7 increased by 2.2% compared to the first quaft8006 primarily due to increas
prices in certain product lines partially offsetdnftness in the residential markets.

The decrease in net sales due to foreign exchanigerth America was due to the Canadian dollar @gpting against the U.S. dollar. We
cannot predict whether the Canadian dollar willtoare to depreciate against the U.S. dollar inrifaeriods or whether future foreign
exchange rate fluctuations will have a positiveegative impact on our net sales.

The acquired growth in net sales in North Ameri@swue to the inclusion of net sales of Calflexuiregl on June 2, 2006.

The internal sales growth in Europe was broad-hasskcially in the German OEM markets. This isarily due to price increases and
increased unit shipments of under-floor radiantihgeand solar product lines. Our sales into thelasale and OEM markets in the first
quarter of 2007, excluding the sales from the aitions of ATS, Kimsafe and Teknigas, grew by 13.2% 23.2%, respectively, compared
to the first quarter of 2006.

The increase in net sales due to foreign exchangeiope was primarily due to the appreciatiorheféuro against the U.S. dollar. We cal
predict whether the euro will continue to appreciagainst the U.S. dollar in future periods or Wwkefuture foreign exchange rate
fluctuations will have a positive or negative impan our net sales.

The acquired growth in net sales in Europe wastdtlee inclusion of the net sales of ATS, acquisadMay 19, 2006, Kimsafe, acquired on
June 7, 2006, and Teknigas, acquired on Augus2de6.

The internal sales growth in China was primarilg do increased export sales to Europe and increszdesl into the domestic Chinese
markets.

The increase in net sales due to foreign exchan@hina was primarily due to the appreciation efynan against the U.S. dollar. We cannot
predict whether the yuan will continue to apprexiagainst the U.S. dollar in future periods or \wkefuture foreign exchange rate
fluctuations will have a positive or negative impan our net sales.

The acquired growth in net sales in China was dubé inclusion of the net sales of Changsha, aedun April 26, 2006, and Ningbo,
acquired on June 2, 2006.
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Gross Profit.Gross profit and gross profit as a percent of aktss(gross margin) for the first quarters of 2@6d 2006 were as follows:

First Quarter Ended

April 1, April 2, Point
2007 2006 Change
(dollars in thousands)
Gross profit $ 114.66¢ $ 95,81¢
Gross margit 33.1% 34.8% 1.7%

Gross margin decreased in the first quarter of 2@0@pared to first quarter of 2006 primarily dueértoreased material costs. The North
American margin was particularly affected by costréases for copper-contained materials and forless steel products, which exceeded
realized sales price increases. The European seg@xgerienced reductions in gross margin primatilg to increased material costs, which
were partially offset by price increases and beit@rhead absorption through higher production. China segment increased its gross
margin primarily due to the higher gross margirired with the acquisition of Changsha, increasextipction levels and cost reductions.

In the first quarter of 2007, we recorded a chafg®95,000 to cost of goods sold primarily for decated depreciation related to the
relocation and restructuring plan for our 60% owfdtinese joint venture. We did not record any costhe first quarter of 2006.

Selling, General and Administrative Expense3elling, General and Administrative, or SG&A erpes, for the first quarter of 2007 incree
$15,048,000, or 21.8%, compared to the first quaft?006. The increase in SG&A expenses wadattble to the following:

(in thousands) % Change
Internal growtt $ 7,07€ 10.2%
Foreign exchang 1,501 2.2
Acquisitions 6,471 9.4
Total $ 15,04¢ 21.8%

The internal increase in SG&A expenses was primdiike to increased variable selling expenses direteased sales volumes, increased
product liability costs and increased stock-basmdpensation costs. The increase in SG&A expemeasfbreign exchange was primarily
due to the appreciation of the euro against the doBar. The increase in SG&A expenses from agitjans was due to the inclusion of
Changsha, ATS, Calflex, Ningbo, Kimsafe and Teksidatal SG&A expenses, as a percentage of sabess24.3% in the first quarter of
2007 compared to 25.1% in the first quarter of 2006

Restructuring and Other Charge Restructuring and other charges for the firstriguaf 2007 decreased $35,000 from last yweeomparabl
quarter. In the first quarter of 2007, we recordg2D0,000 of accelerated depreciation relatedeaglocation and restructuring plan for our
60% owned Chinese joint venture. In the firstrtgra2006, we recorded a charge of $235,000 priynfmi severance costs related to our
European restructuring plans.

Operating Income. Operating income by geographic segment for tis¢ duarters of 2007 and 2006 was as follows:

% Change to

First Quarter Ended Consolidated
April 1, April 2, Operating
2007 2006 Change Income
(dollars in thousands)
North America $ 21,19¢ $ 22,40z $ (1,209 (4.5)%
Europe 14,41C 9,57C 4,84C 18.2
China 2,04¢ 1,01E 1,034 3.9
Corporate (7,297 (6,455 (836) (3.2)
Total $ 30,367 $ 26,532 $ 3,83t 14.5%

The increase (decrease) in operating income ibatiéble to the following:

Change Change
As a% of Segmen As a% of Consolidated
Operating Income Operating Income
North North North
America  Europe China Corp. Total America Europe  China  Corp. Total America Europe China  Corp
(dollars in thousands )

Internal growtr $ (9200 % 1,142 $ 690 $ (836) $ 76 (3.5)% 43% 2.6% (3.1)% .3% (4.1)% 11.9% 68.0% (13.00%
Foreign exchang (15) 1,002 56 — 1,043 — 3.7 2 — 3.9 (.1) 10.5 5.5 —
Acquisitions (268) 2,461 583 — 2,776 (1.0 9.3 2.2 — 10.5 1.2) 25.7 57.4 —
Restructuring — 235 (295) — (60) — .9 (1.1) — (.2) — 25 (29.0) —
Total $ (1,209 $ 484C $ 1,034 $ (836) $ 3,835 (4.5)% 182%  3.9% (3.1)%_ 14.5% (5.4)% 50.6% 101.9% (13.0%

The decrease in internal operating income in NArtterica was primarily due to increased materiat£oEhe acquired decrease is due to the
inclusion of operating results from Calflex.
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Europe’s internal growth in operating income is tlubetter overhead absorption and by our abilitleverage SG&A expenses, partially
offset by increased material costs and sales oédlonargin products in both the wholesale and OENketa. In the first quarter of 2007, we
did not record any costs associated with our manuifag restructuring plan compared to $235,00GHersame period in 2006. The increase
in operating income from foreign exchange was prilpdue to the appreciation of the euro againetthS. dollar. We cannot predict whet
the euro will continue to appreciate against th®.dollar in future periods or whether future fgreexchange rate fluctuations will have a
positive or negative impact on our operating incoiifee acquired growth in Europe is due to the isicl of the operating income from ATS,
Kimsafe and Teknigas.

The increase in internal growth in China was prifpattributable to improved manufacturing efficaas and cost reductions associated with
our wholly owned manufacturing plant in Tianjinrfialy offset by increased SG&A expense. The acepligrowth in China was due to the
inclusion of the operating income of Changsha amgjbb. In the first quarter of 2007, we recorde@%P00 of accelerated depreciation
associated with our manufacturing restructuringn teChina. We anticipate recording an additiorlgB$0,000 in accelerated depreciation
and severance costs for the remainder of 2007.

The decrease in internal operating income in Cergoof $836,000 was primarily attributable to irsed stock-based compensation costs.

Interest Income. Interest income increased $3,194,000, or 764.1%hdrirst quarter of 2007 compared to the firsager of 2006, primarily
due to the investment of the residual proceeds fr@n$225,000,000 private placement in April 2086 the net proceeds of approximately
$219,000,000 from the public offering of 5,750,80@res of our class A common stock in November 2006

Interest Expense Interest expense increased $2,115,000, or 5Gd%he first quarter of 2007 compared to the fipsarter of 2006,
primarily due to our April 27, 2006 issuance of $2®0,000 5.85% senior notes due in 2016 and ineckdebt levels for acquisitions along
with increases in the average variable rates chasgehe revolving credit facility.

Other (Income) ExpenseOther (income) expense increased $1,121,000é&fitst quarter of 2007 compared to the first tgraof 2006,
primarily due to currency movements. Foreign cwyeinsses were recorded in Europe, Canada and @h2@7, whereas foreign currency
gains were recorded in 2006.

Income Taxes Our effective tax rate for continuing operatioeitased to 26.4% in the first quarter of 2007 fB#16% in the first quarter
2006. The decrease is primarily due to a tax ffr$1,910,000 in Italy due to recent changedgdlidn tax laws. Additionally, there was a
shift in income mix to Europe and China that hawedr effective tax rates than our overall rate.

Income From Continuing Operatior Income from continuing operations for the firsagter of 2007 increased $4,960,000, or 32.9%, to
$20,047,000, or $0.51 per common share, from $75008, or $0.46 per common share, for the firstiguaf 2006, in each case, on a
diluted basis. Income from continuing operatiooristhe first quarter of 2007 includes a tax refon&1,910,000, or $0.05 per common share.
Income from continuing operations for the first gaes of 2007 and 2006 included costs, net offtaxn our restructuring plan of $135,000,

or $0.00 per common share, and costs of $149,008).600 per common share, respectively. The apgieni of the euro and Chinese yuan
against the U.S. dollar resulted in a positive intfan income from continuing operations of $0.02 gmmmon share for the first quarter of
2007 compared to the comparable period last yearc&inot predict whether the euro, Canadian dotlguan will appreciate or depreciate
against the U.S. dollar in future periods or whefature foreign exchange rate fluctuations wil’ba positive or negative impact on our net
income.

Additionally, in November 2006, the Company comgtea public offering of 5,750,000 shares of Clasofmon stock and received net
proceeds of approximately $219,000,000. The netqwds provided approximately $1,800,000 in afteiisiaome in the first quarter of 2007.
The additional 5,750,000 shares had a dilutive thpf$0.04 per share in the first quarter of 2Qffer considering the interest income from
the net proceeds.

Loss From Discontinued Operatior We recorded a charge, net of tax, to discontiraptations for the first quarters of 2007 and 2606
$55,000, or $0.00 per common share, and $124,0080.60 per common share, respectively, in each, aasa diluted basis. These charges
were primarily attributable to legal fees assodlatéth the James Jones litigation, as describd®ain I, Item 1. “Business-Product Liability,
Environmental and Other Litigation Matters” in cAmnual Report on Form 10-K for the year ended Dduem31, 2006.”

Liquidity and Capital Resources

We used $13,527,000 of cash from continuing opamatfor the first three months of 2007. We expe®ehan increase in accounts receivable
in North America and Europe. The increase in actorateivable was primarily due to increased saddeme and increased selling prices.
We also experienced increases in inventory in Eeigopd China. The increases were primarily duedeeased raw material costs, planned
increases in European safety stocks and seasonality

We used $18,212,000 of net cash for investing gietsvfor the first three months of 2007. We ineeks$7,500,000 in investment grade auc
rate securities. We paid $4,231,000 for additi@eajuisition costs related to prior years acquisgioWe invested $6,234,000 in capital
equipment. For the remainder of fiscal year 2@0¥ expect to invest approximately $31,800,000 fanofacturing machinery and equipm
as part of our ongoing commitment to improve ounuafacturing capabilities.

17







We generated $7,684,000 of net cash from finanagatiyities for the first three months of 2007. Thias primarily due to increased
borrowings under our line of credit for use in Baeraand tax benefits from the exercise of stock dsgrartially offset by payments of debt
and dividend payments.

In April 2006, we amended our revolving credit faigiwith a syndicate of banks to provide for medtirrency unsecured borrowings and
standby letters of credit of up to $350,000,000 andx}terd the maturity date through April 2011. Thegoval facility provided $300,000,0!
in borrowings and would have expired in Septemi@€92 The revolving credit facility is being usedstgpport our acquisition program,
working capital requirements and for general coaf@purposes.

Outstanding indebtedness under the revolving cfadility bears interest at a rate determined leytyipe of loan plus an applicable margin
determined by our debt rating, depending on thdiegipe base rate and our bond rating. For the tlimee months of 2007 the average inte
rate under the revolving credit facility for euraded borrowings was approximately 4.2%. There werd.S. dollar borrowings at April 1,
2007. The revolving credit facility includes opéoatl and financial covenants customary for faeiitof this type, including, among others,
restrictions on additional indebtedness, liensiamdstments and maintenance of certain leveragesrats of April 1, 2007, we were in
compliance with all covenants related to the revmj\credit facility, had $212,890,000 of unused potkentially available credit under the
revolving credit facility and had $103,354,000 af@based borrowings outstanding and $33,756,008témd-by letters of credit outstanding
on our revolving credit facility.

We used $109,000 of net cash by operations frooodtmued operations. During the first three morth2007, we paid approximately
$58,000 for defense costs and approximately $86@06ther legal costs we incurred in the Jamegsdiitigation.

Working capital (defined as current assets lesgeatitiabilities) as of April 1, 2007 was $694,9900 compared to $653,024,000 as of
December 31, 2006. This increase was primarilytduecreases in accounts receivable, inventoryiavestment securities. Cash and cash
equivalents decreased to $319,833,000 as of ApfiDQ7 compared to $342,979,000 as of Decembe2® primarily due to cash used to
fund operations. The ratio of current assets toetitfiabilities was 3.4 to 1 as of April 1, 200dnepared to 3.2 to 1 as of December 31, 2006.

We anticipate that available funds from currentrafiens, existing cash and other sources of ligquidill be sufficient to meet current
operating requirements and anticipated capital iediberes for at least the next 12 months. Howewermay have to consider external sou
of financing for any large future acquisitions.

Our contractual obligations as of April 1, 2007 presented in the following table:

Payments Due by Perioc

Less than More than

Contractual Obligations Total 1 year 1-3 years 3-5 years 5 years
(in thousands)

Long-term debt obligations, including current maturitje® $ 461571 $ 7,614 $ 413 $ 15355( $  300,00(
Operating lease obligatiol 22,83¢ 4,634 10,30C 4,56€ 3,33€
Capital lease obligations ( 15,07( 1,09t 2,89€ 1,941 9,13¢
Pension contribution 13,65¢ 3,737 1,962 209 7,75C
Interest (b] 183,04: 24 ,51¢€ 49,137 42,41( 66,971
Other (c) 22,32¢ 17,77¢ 2,15E 1,41¢ 977
Total $ 718,50¢ $ 59,371 $ 66,86< $ 204,09t $ 388,17¢

(a) asrecognized in the consolidated balancetshe

(b) assumes the balance on the revolving credility remains at $103,354,000 and the interest ®@mains at approximately 4.3% for the
presented periods

(c) includes commaodity, capital expenditure comnmeints and other benefits at April 1, 2007

We maintain letters of credit that guarantee oufgpmance or payment to third parties in accordamitle specified terms and conditions.
Amounts outstanding were approximately $49,220496f April 1, 2007 and $49,637,000 as of Decentie2006. Our letters of credit are
primarily associated with insurance coverage arallesser extent foreign purchases and genergbiyeewithin one year of issuance. These
instruments may exist or expire without being dralemn, therefore they do not necessarily reprefsgute cash flow obligations.

Off-Balance Sheet Arrangements

Except for operating lease commitments, we haveffibalance sheet arrangements that have or asemahly likely to have a current or
future effect on our financial condition, changedinancial condition, revenues or expenses, regfloperations, liquidity, capital
expenditures or capital resources that is matariavestors.

18




Application of Critical Accounting Policies and Key Estimates

The preparation of our consolidated financial stegets in accordance with U.S. GAAP requires managéemno make judgments, assumpti
and estimates that affect the amounts reporteditidat accounting estimate is an assumption abalily uncertain matters and could have a
material effect on the consolidated financial staats if another, also reasonable, amount were osea change in the estimate is reasor
likely from period to period. We base our assumion historical experience and on other estinthtsve believe are reasonable under the
circumstances. Actual results could differ sigrafitly from these estimates. There were no chamgasdounting policies or significant
changes in accounting estimates during the firsetimonths of 2007.

We periodically discuss the development, seleciod disclosure of the estimates with the Audit Cattem. Management believes the
following critical accounting policies reflect itsore significant estimates and assumptions.

Revenue recognitic

We recognize revenue when all of the followingesia are met: (1) we have entered into a bindirrgemgent, (2) the product has shipped and
title has passed, (3) the sales price to the cust@rfixed or is determinable and (4) collecttilis reasonably assured. We recognize revenue
based upon a determination that all criteria feergie recognition have been met, which, based@m#tgjority of our shipping terms, is
considered to have occurred upon shipment of tiighed product. Some shipping terms require thelgtm be received by the customer
before title passes. In those instances, revemeasoh recognized until the customer has receililedypods. We record estimated reductior
revenue for customer returns and allowances ancufstomer programs. Provisions for returns andwafeces are made at the time of sale,
derived from historical trends and form a portidrite allowance for doubtful accounts. Customegpams, which are primarily annual
volume incentive plans, allow customers to earulitfer attaining agreed upon purchase targets fusm/Ne record customer programs as an
adjustment to net sales.

Allowance for doubtful accoun

The allowance for doubtful accounts is establistoegdpresent our best estimate of the net reabzadlue of the outstanding accounts
receivable. The development of our allowance fartdful accounts varies by region but in generdlaised on a review of past due amounts,
historical write-off experience, as well as agirentls affecting specific accounts and general djpaa factors affecting all accounts. In
North America, management specifically analyzesviddal accounts receivable and establishes spa@fierves against financially troub
customers. In addition, factors are developedzinij historical trends in bad debts, returns atwhances. The ratio of these factors to sales
on a rolling twelve-month basis is applied to tatatstanding receivables (net of accounts spedificdentified) to establish a reserve. In
Europe, management develops their bad debt allevémough an aging analysis of all their accoumt€£hina, management specifically
analyzes individual accounts receivable and esfaddi specific reserves as needed. In additionyvdterworks customers, whose payment
terms are generally extended, we reserve the rafraccounts receivable in excess of one yean fitee invoice date.

We uniformly consider current economic trends amahges in customer payment terms when evaluatsngdbquacy of the allowance for
doubtful accounts. We also aggressively monitorctieelitworthiness of our largest customers, anégdarally review customer credit limits
to reduce risk. If circumstances relating to spedtistomers change or unanticipated changes atthie general business environment, our
estimates of the recoverability of receivables ddaé further adjusted.

Inventory valuatior

Inventories are stated at the lower of cost or mtarkith costs generally determined on a first-istfout basis. We utilize both specific prod
identification and historical product demand ashihsis for determining our excess or obsolete itorgmeserve. We identify all inventories
that exceed a range of one to four years in sétgs.is determined by comparing the current invenbalance against unit sales for the
trailing twelve months. New products added to ineenwithin the past twelve months are excludedrfithis analysis. A portion of our
products contain recoverable materials, therefoeeekcess and obsolete reserve is established amy oecoverable amounts. Changes in
market conditions, lower than expected customerasehor changes in technology or features couldtregsadditional obsolete inventory tt
is not saleable and could require additional inegnteserve provisions.

In certain countries, additional inventory reseraes maintained for potential shrinkage experiennatle manufacturing process. The rest
is established based on the prior year’s inveritisyes adjusted for any change in the gross insebtdance.

Goodwill and other intangibles

Goodwill and intangible assets with indefinite kvare tested annually for impairment in accordawte the provisions of Financial
Accounting Standards Board Statement No. 142 “Gdbdnd Other Intangible Assets” (FAS 142). We jsggment in assessing whether
assets may have become impaired between annuaktingpd tests. We concluded that no impairment eslisit October 29, 2006, the time of
our latest annual review. We perform our annudlftesindicators of goodwill and non-amortizablgaingible assets impairment in the fourth
quarter of our fiscal year or sooner if indicatofsmpairment exist.

Intangible assets such as purchased technologyeaesally recorded in connection with a busineggiigition. Values assigned to intangible
assets are determined by an independent valuatiorbfised on estimates and judgments regardingceatmns of the success and life cycle
of products and technology acquired.
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Since the adoption of FAS 142 our valuations haaenlgreater than the carrying value of our goodwill intangibles. While we believe that
our estimates of future cash flows are reasondifferent assumptions regarding such factors agéusales volume, selling price changes,
material cost changes, cost savings programs guithkcaxpenditures could significantly affect owwations. Other changes that may affect
our valuations include, but are not limited to prodacceptances and regulatory approval. If agr@duct acceptance differs significantly
from the estimates, we may be required to recoridn@airment charge to write down the assets ta tiegilizable value. A severe decline in
market value could result in an unexpected impaitrabarge to goodwill, which could have a matergbact on the results of operations and
financial position.

Product liability and worker compensation costs

Because of retention requirements associated witingsurance policies, we are generally se$ured for potential product liability claims &
for workers’ compensation costs associated withkplaice accidents. For product liability cases mthS., management estimates expected
settlement costs by utilizing loss reports provitgdur third-party administrators as well as depéig internal historical trend factors based
on our specific claims experience. Managementzeslithe internal trend factors that reflect finglected settlement costs. In other countries,
we maintain insurance coverage with relatively higlductible payments, as product liability claimsd to be smaller than those experienced
in the U.S. Changes in the nature of claims omtttaal settlement amounts could affect the adegagtyis estimate and require changes to
the provisions. Because the liability is an estenéte ultimate liability may be more or less tiheported.

Workers’compensation liabilities in the U.S. are recogniftectlaims incurred (including claims incurred Imgt reported) and for changes
the status of individual case reserves. At the timeorkers’compensation claim is filed, a liability is estiredtto settle the claim. The liabili
for workers’ compensation claims is determined Hasemanagement’s estimates of the nature andigewkthe claims and based on
analysis provided by third party administrators gdrarious state statutes and reserve requirem@fgdave developed our own trend
factors based on our specific claims experiencethier countries where workers’ compensation castsapplicable, we maintain insurance
coverage with limited deductible payments. Becdhediability is an estimate, the ultimate liabjilinay be more or less than reported.

We maintain excess liability insurance with outsigurance carriers to minimize our risks relateddtastrophic claims in excess of all self-
insured positions. Any material change in the afaetioned factors could have an adverse impactiooerating results.

Legal contingencie

We are a defendant in numerous legal matters inguthose involving environmental law and produability as discussed further in Part I,
Item 1, “Product Liability, Environmental and OtHdtigation Matters” of our Annual Report on For-K for the year ended December 31,
2006. As required by Financial Accounting Standd@dard Statement No. 5 “Accounting for Contingesti(FAS 5), we determine whether
an estimated loss from a loss contingency shoulatbrued by assessing whether a loss is deemedipecdnd the loss amount can be
reasonably estimated, net of any applicable ing@r@noceeds. Estimates of potential outcomes skthentingencies are developed in
consultation with outside counsel. While this assemt is based upon all available informationgdition is inherently uncertain and the ac
liability to fully resolve this litigation cannoteipredicted with any assurance of accuracy. Fetiesnent of these matters could possibly
result in significant effects on our results of @i@ns, cash flows and financial position.

Pension benefit

We account for our pension plans in accordance Riitancial Accounting Standards Board Statement8NdEmployers Accounting for
Pensions” (FAS 87) and Financial Accounting Stadsl@oard Statement No. 158, “Employers’ AccounfimgDefined Benefit Pension and
Other Postretirement Plans—an amendment of FAS&I8&nts No. 87, 88, 106, and 132(R),” (FAS 158ppplying FAS 87 and FAS 158,
assumptions are made regarding the valuation ddftiebligations and the performance of plan asSgie primary assumptions are as
follows:

. Weighted average discount rate—this rate is usegdtimate the current value of future benefitssThte is adjusted based on
movement in long-term interest rates.

. Expected long-term rate of return on assets—thésisaused to estimate future growth in investmants investment earnings. The
expected return is based upon a combination obificsti market performance and anticipated fututerrs for a portfolio reflecting
the mix of equity, debt and other investments iatli@ of our plan assets.

. Rates of increase in compensation levels—thisisaised to estimate projected annual pay increadesh are used to determine
the wage base used to project employees’ pensiogfiteat retirement.

We determine these assumptions based on consnltaitio outside actuaries and investment advisong. ¥ariance in these assumptions
could have a significant impact on future recogdipension costs, assets and liabilities.
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Income taxe

We estimate and use our expected annual effectorie tax rates to accrue income taxes. Effectivedtes are determined based on
budgeted earnings before taxes, including our ésghate of permanent items that will affect thefve rate for the year. Management
periodically reviews these rates with outside tdxisors and changes are made if material variainogsexpectations are identified.

We recognize deferred taxes for the expected futonsequences of events that have been reflectbd tonsolidated financial statements in
accordance with the rules of Financial Accountitan8ards Board Statement No. 109 “Accounting feaome Taxes” (FAS 109). Under

FAS 109, deferred tax assets and liabilities aterdened based on differences between the boolesalnd tax bases of particular assets and
liabilities, using tax rates in effect for the ygam which the differences are expected to reveksaluation allowance is provided to offset .
net deferred tax assets if, based upon the avaihtlence, it is more likely than not that somalbof the deferred tax assets will not be
realized. We consider estimated future taxablermeand ongoing prudent tax planning strategiess$essing the need for a valuation
allowance.

On January 1, 2007 we adopted the provisions d@ri€iial Accounting Standards Board Interpretation 48 “Accounting for Uncertainty in
Income Taxes"KIN 48). The purpose of FIN 48 is to increase thigarability in financial reporting of income taxeiSIN 48 requires that |
order for a tax benefit to be recorded in the ine@tatement, the item in question must meet the4likely-than-not (greater than 50%
likelihood of being sustained upon examination lgy taxing authorities) threshold. The adoption Idf &8 did not have a material effect on
our financial statements. No cumulative effect Wwagked through beginning retained earnings.

As of the adoption date, we had gross unrecogrieetienefits of approximately $4,800,000, of whigiproximately $4,200,000, if
recognized, would affect the effective tax ratee Hifference between the amount of unrecognizet¢smefits and the amount that would
impact the effective tax rate consists of the fablerx benefit of state income tax items. During first quarter of 2007, we reduced our
unrecognized tax benefits by approximately $600f@0@ tax issue in Italy. We do not expect furthigmificant changes in the amounts of
unrecognized tax benefits within the next twelvenths.

We are currently under audit by the Internal Reee8arvice for the 2003 and 2004 tax years. Theatzd completion date for this audit is
April 2008. Watts conducts business in a varidtipoations throughout the world resulting in télinfs in numerous domestic and foreign
jurisdictions. We are subject to tax examinaticegularly as part of the normal course of busin€3sr major jurisdictions are the U..
Canada, China, Netherlands, U.K., Germany, Itaty Rrance. With few exceptions we are no longejesuiho U.S. federal, state and local
non-U.S. income tax examinations for years bef@@22

As of January 1, 2007, we had approximately $6@fOnterest related to uncertain tax positiodge account for interest and penalties
related to uncertain tax positions as a componkincome tax expense.

Item 3. Quantitative and Qualitative Disclosures bout Market Risk

We use derivative financial instruments primardyréduce exposure to adverse fluctuations in foreigchange rates, interest rates and costs
of certain raw materials used in the manufactupracess. We do not enter into derivative finanicisfruments for trading purposes. As a
matter of policy, all derivative positions are usededuce risk by hedging underlying economic expe. The derivatives we use are
instruments with liquid markets.

Our consolidated earnings, which are reported itddrStates dollars, are subject to translatidksrdue to changes in foreign currency
exchange rates. This risk is concentrated in tiohange rate between the U.S. dollar and the ewedJtS. dollar and the Canadian dollar;
the U.S. dollar and the Chinese yuan.

Our foreign subsidiaries transact most businesfijding certain intercompany transactions, in fgmeturrencies. Such transactions are
principally purchases or sales of materials anddarmminated in European currencies or the U.Eamadian dollar. We use foreign curre
forward exchange contracts to manage the riske@ltt intercompany purchases that occur duringdliese of a year and certain open
foreign currency denominated commitments to s@tpcts to third parties. For 2007 and 2006, theumtsorecorded in other income for the
change in the fair value of such contracts was iten.

We have historically had a very low exposure oncib&t of our debt to changes in interest ratesrdst rate swaps are used to mitigate the
impact of interest rate fluctuations on certainafale rate debt instruments and reduce interestresgoon certain fixed rate instruments.
Information about our lonterm debt including principal amounts and relatedriest rates appears in note 11 of notes to ddased financie
statements in our Annual Report on Form 10-K ferykar ended December 31, 2006.

We purchase significant amounts of bronze ingatsérod, cast iron, steel and plastic, which aleed in manufacturing our many product
lines. Our operating results can be adversely &fteby changes in commaodity prices if we are unébleass on related price increases to our
customers. We manage this risk by monitoring rdlabarket prices, working with our suppliers to @efei the maximum level of stability in
their costs and related pricing, seeking alterasivpply sources when necessary and passing iesreasommodity costs to our customers,
to the maximum extent possible, when they occur.
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Item 4. Controls and Procedures

As required by Rule 13a-15(b) under the Securlieshange Act of 1934, as of the end of the permdered by this report, we carried out an
evaluation under the supervision and with the pigidition of our management, including our Chief &xeve Officer and Chief Financial
Officer, of the effectiveness of our disclosure tcols and procedures. In designing and evaluaturgdisclosure controls and procedures, we
recognize that any controls and procedures, ncemiattw well designed and operated, can provide magonable assurance of achieving the
desired control objectives, and our managementsseciy applies its judgment in evaluating and iempénting possible controls and
procedures. The effectiveness of our disclosuréralsnand procedures is also necessarily limitethleystaff and other resources available to
us and the geographic diversity of our operati@ased upon that evaluation, the Chief Executivec®ffand Chief Financial Officer
concluded that, as of the end of the period covbyetthis report, our disclosure controls and proced were effective, in that they provide
reasonable assurance that information requiree widrlosed by us in the reports we file or sunmder the Exchange Act is recorded,
processed, summarized and reported within the pieniods specified in the Securities and Exchangar@ission’s rules and forms and are
designed to ensure that information required tdibelosed by us in the reports that we file or sitlumder the Exchange Act are accumulated
and communicated to our management, including dief@&xecutive Officer and Chief Financial Officais appropriate to allow timely
decisions regarding required disclosure. Theremnsashange in our internal control over financegaorting that occurred during the quarter
ended April 1, 2007, that has materially affectads reasonably likely to materially affect, oatérnal control over financial reporting. In
connection with these rules, we will continue teieg and document our disclosure controls and hoiss, including our internal control
over financial reporting, and may from time to timeke changes aimed at enhancing their effectigeaed to ensure that our systems evolve
with our business.

Part Il. OTHER INFORMATION

ltem|. Legal Proceedings

During the period covered by this quarterly remortForm 10-Q, there were no material developmeitts ne@spect to our legal proceedings
described in our annual report on Form 10-K forytear ended December 31, 2006.

Item 1A. Risk Factors

This report includes statements which are not hésbfacts and are considered forward looking witihe meaning of the Private Securities
Litigation Reform Act of 1995. These forward-longistatements reflect Watts Water Technologies;dairrent views about future results
of operations and other forward-looking informatidn some cases you can identify these statenbgrfiarward-looking words such as
“anticipate,” “believe,” “could,” “estimate,” “expa,” “intend,” “may,” “should,” “will” and “would” or similar words. You should not rely on
forward-looking statements because Watts' actuallte may differ materially from those indicatedthgse forward-looking statements as a
result of a number of important factors. Thesédi&cinclude, but are not limited to, the followinghortages in and pricing of raw materials
and supplies including recent cost increases bplgip of raw materials and our ability to passstheosts on to customers, loss of market
share through competition, introduction of compgimoducts by other companies, pressure on prioes §ompetitors, suppliers, and/or
customers, the identification and disclosure ofariat weaknesses in our internal control over fgiakreporting, failure to expand our
markets through acquisitions, failure or delay é@va&oping new products, lack of acceptance of neslyrcts, failure to manufacture products
that meet required performance and safety standindsgn exchange rate fluctuations, cyclicalifyiraustries, such as plumbing and heating
wholesalers and home improvement retailers, in lvthe Company markets certain of its products, eeoa factors, such as the levels of
housing starts and remodeling, affecting the markédtere the Company’s products are sold, manufedtar marketed, environmental
compliance costs, product liability risks, the fesand timing of the Company’s manufacturing nestiring plan, changes in the status of
current litigation, including the James Jones casd,other risks and uncertainties discussed uhddreading “ltem 1 A. Risk Factors” in our
Annual Report on Form 10-K for the year ended Ddzen31, 2006 filed with the Securities Exchange @ussion and other reports we file
from time to time with the Securities and Excha@genmission.

Iltem 6. Exhibits

The exhibits listed in the Exhibit Index immedigtpreceding the exhibits are filed as part of Qisarterly Report on Form 10-Q and such
Exhibit Index is incorporated herein by reference.
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SIGNATURES

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

WATTS WATER TECHNOLOGIES, INC

Date: May 9, 2007 By: /s/ Patrick S. ¢ Keefe
Patrick S. ( Keefe
Chief Executive Office

Date: May 9, 2007 By: /s/ William C. McCartney
William C. McCartney
Chief Financial Officer and Treasut
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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 Incorporation, as amen@Bc
3.2 Amended and Restated -Laws, as amended. (

10.1 Watts Water Technologies, Inc. Management Stockhge Plan (Amended and Restated as of Januad@3), 2s
amended

10.z Non-Employee Director Compensation.
11 Statement Regarding Computation of Earnings perr@omShare. (3

31.1 Certification of Principal Executive Officer pursudo Rule 13a-14(a) or Rule 15d-14(a) of the SdegrExchange Act of
1934, as amende

31.Zz Certification of Principal Financial Officer purquaRule 13a-14(a) or Rule 15d-14(a) of the Se@sgikxchange Act of
1934, as amende

32.1 Certification of Principal Executive Officer pursudo 18 U.S.C. 135(

32.2 Certification of Principal Financial Officer pursuao 18 U.S.C. 135(

(1) Incorporated by reference to the Registrant’s QuigrReport on Form 10-Q (File No. 001-11499) foe fjuarter ended July 3, 2005.
(2) Incorporated by reference to the Registrant’s GurReport on Form 8-K (File No. 001-11499) datedrigary 5, 2007.
(3) Incorporated by reference to Note 6 to the NoteSdnsolidated Financial Statements included inR@port.
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Exhibit 10.1

WATTS WATER TECHNOLOGIES, INC.
MANAGEMENT STOCK PURCHASE PLAN

Amended and Restated as of January 1, 2005
l. INTRODUCTION

The purpose of the Watts Water Technologies, Inenagement Stock Purchase Plan (the “Plan”) isdwige equity incentive
compensation to selected management employees ttd Water Technologies, Inc. (the “Company”) arsdsiibsidiaries. Participants in the
Plan may elect to receive restricted stock uni®&SUs”) in lieu of all or a portion of their annudatentive bonus and, in some circumstances,
make after-tax contributions in exchange for RSHach RSU represents the right to receive one sifdne Company’s Class A Common
Stock (the “Stock™upon the terms and conditions stated herein. R8&granted at a discount of 33% from the fair reavialue of the Stoc
on the Valuation Date (as defined in SubsectioB)\Melow). Vested RSUs will be settled in shareStock after a period of deferral
selected by the participant, or upon terminatioeraployment, if earlier.

The Plan is intended to comply with Section 409Ah&f Internal Revenue Code of 1986, as amendedCitde”) and the guidance
promulgated thereunder (“Section 409AMhe Plan should be interpreted in a manner to cpmvjth Section 409A. In addition, this Plan |
“top hat plan” subject to certain provisions of theployee Retirement Income Security Act of 1974.

Il. ADMINISTRATION

The Plan shall be administered by the Compens&@nmittee of the Board of Directors of the Compéhg “Committee”). Each
member of the Committee shall be a “non-employeecttr” within the meaning of Rule 16b-3 promulghtander the Securities Exchange
Act of 1934, as amended (the “Act”). The Commiteall have complete discretion and authority wétspect to the Plan and its application,
except as




expressly limited herein. Determinations by then@dttee shall be final and binding on all partigthwespect to all matters relating to the
Plan.

M. ELIGIBILITY

Management employees of the Company and its salisislias designated by the Committee shall bebdigp participate in the
Plan.
V. PARTICIPATION

A. Restricted Stock Units Participation in the Plan shall be based orathard of RSUs. Each RSU awarded to a participant
shall be credited to a bookkeeping account esteddisind maintained for that participant.

B. Valuation of RSUs; Fair Market Value of Stockrhe value of each RSU, for purposes of the Raall be determined as
follows: The “Cost” of each RSU shall be equab®®b of the fair market value of the Stock on tHevant Valuation Date. The “Valuation
Date” for each year is the date that is the thirdiess day after the date that the Company redé@sgear-end earnings to the public. The
“Value” of each RSU shall be equal to its Cost pimsple interest per annum on such amount at teeyear U.S. Treasury Bill rate (as
published in The Wall Street Journah effect on the Valuation Date and each anniasrghereof. For all purposes of the Plan, the “fa
market value of the Stock” on any given date stmalan the last reported sale price at which Stotlaiked on such date or, if no Stock is
traded on such date, the most recent date on v@tatk was traded, as reflected on the New YorklSEahange.

C. Election to Participate Each year, each participant may elect to recaivaward of RSUs under the Plan in lieu of any
bonus payable for a subsequent calendar year bpleting a Bonus Deferral and RSU Subscription Agrest (“Subscription Agreement”).
The Subscription Agreement shall provide that thgigipant elects to receive RSUs in lieu of a #ipt portion of any annual incentive
bonus to be earned in the following calendar y&arch portion may be expressed as either (1) afigaepercentage of the participant’s
actual bonus amount; (2) the lesser of a specified




percentage or a specified dollar amount of thegpant’'s actual bonus amount; or (3) a specifietlad amount up to 100% of the
participant’s targeted maximum bonus. Any dolleoant specified must be at least $1,000; and argepéage specified must be at least
10% and not more than 100%. Amounts specifiedyaunisto methods (1) and (2) are entirely contingenthe amount of bonus actually
awarded. Where the participant specifies a fixalthd amount pursuant to method (3), however, thiesSription Agreement shall provide
that, if the specified dollar amount exceeds thaadonus amount awarded, the participant undestéd pay the excess, in cash or by check,
to the Company within five days after the datephgicipant receives notice of the bonus amount.

D. Deferral Beyond Vesting PeriadEach Subscription Agreement shall specify amaf@eriod, beyond the thrgear vestin
period, for the RSUs to which it pertains. Theededl period shall be expressed as a number ofesfedrs, not less than three, beginning on
the Valuation Date. Subscription Agreements mestezeived by the Company no later than December 81e year prior to the year in
which the bonus amount will be earned. Notwithdiag the foregoing, to the extent that any bonderded hereunder constitutes
“performance-based compensation” within the meaningection 409A, Subscription Agreements with eg$jo such compensation must be
received by the Company no later than six montfisrbéhe end of the so-called performance periadhizh such bonus relates.

E. Changes to Deferral Period before December 31, 2085any time before December 31, 2005, a pawicipnay change
the deferral period specified in a Subscription&ament that was in effect prior to December 315200

F. Changes to Deferral Period after January 1, 20Bective January 1, 2006, a participant mayngfeethe deferral period
specified in a Subscription Agreement to extenddeferral period, provided, however, that any stlidinge must be made at least 12 months
before the original distribution date. Any suctarfe shall not become




effective for 12 months after it is made. In aitgiit any such change must extend the deferral ggéoioa minimum of five additional years
from the original distribution date. Participaate not permitted to change a deferral to reduedetigth of a deferral period.

G. Award of RSUs On each annual Valuation Date, the Company shnadrd RSUs to each participant as follows: Each
participant’s account shall be credited with a veholimber of RSUs determined by dividing the amdgexpressed in dollars) that is
determined under his or her Subscription Agreerbgrihe Cost of each RSU awarded on such date.rad¢tidnal RSU will be credited and
the amount equivalent in value to the fractionalURII be paid out to the participant currentlydash.

V. VESTING AND SETTLEMENT OF RSUs
A. Vesting. A participant shall become vested in the RSlas$ ¢ine awarded in a year over a three-year vepérigd in which

onethird of the RSUs shall vest on each anniversath®i/aluation Date on which the RSUs were awasdelbng as the participant rema
employed by the Company or a subsidiary on each aoniversary date.

B. Settlement After Vesting With respect to each vested RSU, the Companyishae to the participant one share of Stock
within 30 days after the earliest of: (i) the eridie deferral period specified in the participarfubscription Agreement pertaining to such
RSU; (ii) the date of the participant’s terminatioiremployment with the Company and its subsidgr{g) the date of the participastdeath
or (iv) the date the participant becomes Disabéddefined below).

For purposes of this Plan, a participant shallDisdbled” if the participant (i) is unable to engdg any substantial gainful activity
by reason of any medically determinable physicahental impairment which can be expected to résuleath or can be expected to last 1
continuous period of not less than 12 months;ipis(i by




reason of any medically determinable physical ontamldmpairment which can be expected to resultdgath or can be expected to last for a
continuous period of not less than 12 months, vegincome replacement benefits for a period dfless than three months under an
accident and health plan covering employees opérgcipant’s employer.

C. Settlement Prior to Vesting If a participant terminates his/her employmeithwhe Company, the participant’s nonvested
RSUs shall be canceled and he or she shall reaeiash payment equal to the lesser of (a) the dlsach RSUs or (b) an amount equal to
the number of such RSUs multiplied by the fair neéikalue of the Stock on the date of the partidigaermination of employment.

D. Committees Discretion The Committee shall have complete discretiodeti@rmine the circumstances of a participant’s
termination of employment, including whether thensas a result of Disability, and the Committeeétetmination shall be final and binding
on all parties and not subject to review or cha@kehy any participant or other person. Excepttasrwise provided in Subsection VIII.(C)
hereof, in no event may the Committee apply itsréison to accelerate the time or schedule of ayment made under the Plan.

E. Waiting Period Applicable to Officers Notwithstanding the provisions of Subsection@BYand V.(C) above, any
participant who is a “key employee” within the manof Section 416(i) of the Code (which generatigludes any officers of the Company)
may not receive any payment or settlement withaesm his/her RSUs in connection with his/her feation of employment until the
expiration of a six month waiting period followirsgich termination of employment. This waiting pdrémes not apply to the termination of
an officer's employment as a result of the offisasteath or Disability (as defined in SubsectiorBY gbove).




VI. DIVIDEND EQUIVALENT AMOUNTS

Whenever dividends (other than dividends payablg iorshares of Stock) are paid with respect tackteach participant shall be
paid an amount in cash equal to the number of hiepvested RSUs multiplied by the dividend vgbee share. In addition, each
participant’s account shall be credited with an ant@qual to the number of such participant’s netee RSUs multiplied by the dividend
value per share. Amounts credited with respeetitth nonvested RSU shall be paid, without intecgsthe date the participant becomes
vested in such RSU, or when the participant resgpag/ment of his or her nonvested RSUs pursua®tibsection V.(C).

VILI. DESIGNATION OF BENEFICIARY

A participant may designate one or more benefiesatd receive payments or shares of Stock in thatef his/her death. A
designation of beneficiary may apply to a specifiedcentage or a participant’s entire intereshenRlan. Such designation, or any change
therein, must be in writing and shall be effectiygon receipt by the Company. If there is no effectlesignation of beneficiary, or if no
beneficiary survives the participant, the particifgmestate shall be deemed to be the beneficiary.

VIII. SHARES ISSUABLE; MAXIMUM NUMBER OF RSUs; ADJUSTMENT S; CHANGE IN CONTROL

A. Shares Issuable The aggregate maximum number of shares of Stmaerved and available for issuance under the Plan
shall bel,000,000. For purposes of this limitation, tharsls of Stock underlying any RSUs that are cancsfiall be added back to the sh:
of Stock available for issuance under the Plamar&hsubject to the Plan are authorized but unissii@res or shares that were once issued
and subsequently re-acquired by the Company.

B. Adjustments In the event of a stock dividend, stock splisimnilar change in capitalization affecting the &athe
Committee shall make appropriate adjustments ithé@)number and kind of shares of Stock or seesritiith respect to which RSUs shall
thereafter be granted, (ii) the number and kindhafres remaining




subject to outstanding RSUs; (iii) the number ofRSredited to each participant’s account; andtfie)method of determining the value of
RSUs.

C. Change in Contral In the event of any proposed merger, consobdasale, dissolution or liquidation of the Compaaly
non-vested RSUs shall become fully vested uportteetive date of such merger, consolidation, sdiksolution or liquidation and the
Committee in its sole discretion may, as to ang@unding RSUs, make such substitution or adjustinehie aggregate number of shares
reserved for issuance under the Plan and the nuofilsbiares subject to such RSUs as it may deterarira equitable basis and as may be
permitted by the terms of such transaction, or ieabe such RSUs upon such terms and conditiortssasli provide. In the event that any
such merger, consolidation, sale, dissolutionapritlation of the Company constitutes a “changeointrol event” for purposes of Section
409A, the Committee may terminate the Plan and rpaenent with respect to each RSU (taking into antany adjustment provided for
herein), provided that such payment is made witlirmonths of such change in control event.

IX. AMENDMENT OR TERMINATION OF PLAN

The Company reserves the right to amend or termithat Plan at any time, by action of its Board oEBtors, provided that no such
action shall adversely affect a participant’s righbhder the Plan with respect to RSUs awarded asigd before the date of such action, and
provided, further, that Plan amendments shall ibgestito approval by the Company’s shareholdethéaxtent required by the Act to ensure
that awards are exempt under Rule 16b-3 promulgaiddr the Act or as otherwise required by appleédw, including the relevant listing
requirements of the New York Stock Exchange.

X. MISCELLANEOUS PROVISIONS

A. No Distribution; Compliance with Legal Requirement§he Committee may require each person acqudfireges of Stock
under the Plan to represent to and




agree with the Company in writing that such pelisaarcquiring the shares without a view to distribuithereof. No shares of Stock shall be
issued until all applicable securities laws andeothgal and stock exchange requirements havedsigfied. The Committee may require
placing of such stop-orders and restrictive legemusertificates for Stock as it deems appropriate.

B. Withholding. Participation in the Plan is subject to any megfitax withholding on wages or other income @& garticipan
in connection with the Plan. Each participant agrédy entering the Plan, that the Company sha# ktze right to deduct any such taxes, i
sole discretion, from any amount payable to théiggpant under the Plan or from any payment of kimg otherwise due to the participant.
Participants who wish to avoid the withholding bfses of Stock otherwise issuable to them undePle should arrange with the Company
to pay the amount of taxes required to be withirellvance of the settlement date.

C. Notices; Delivery of Stock CertificatesAny notice required or permitted to be givently Company or the Committee
pursuant to the Plan shall be deemed given whesopally delivered or deposited in the United Stated, registered or certified, postage
prepaid, addressed to the participant at the tibteas shown for the participant on the recordb®Company. Delivery of stock certificates
to persons entitled to receive them under the statl be deemed effected for all purposes whelCtimapany or a share transfer agent of the
Company shall have deposited such certificatesarlnited States mail, addressed to such perduis/aer last known address on file with
the Company.

D. Nontransferability of Rights During a participant’s lifetime, any paymentigsuance of shares under the Plan shall be
made only to him/her. No RSU or other interestarrttie Plan shall be subject in any manner to ipatiion, alienation, sale, transfer,
assignment, pledge, encumbrance or charge, andttamgpt by a participant or any beneficiary undierPlan to do so shall be void. No
interest under the Plan shall in




any manner be liable for or subject to the delmstracts, liabilities, engagements or torts of d@ipipant or beneficiary entitled thereto.

E. Companys Obligations to Be Unfunded and Unsecurethe Plan shall at all times be entirely unfundet no provision
shall at any time be made with respect to segnegatssets of the Company (including Stock) for paynof any amounts or issuance of any
shares of Stock hereunder. No participant or gbeeson shall have any interest in any particidaets of the Company (including Stock) by
reason of the right to receive payment under the,Rind any participant or other person shall lweale the rights of a general unsecured
creditor of the Company with respect to any rigiider the Plan.

F. Governing Law. The terms of the Plan shall be governed, coedfradministered and regulated in accordance Wéh t
laws of the Commonwealth of Massachusetts. Iretleat any provision of this Plan shall be determiteebe illegal or invalid for any reast
the other provisions shall continue in full foraadeeffect as if such illegal or invalid provisioadhnever been included herein.

G. Effective Date of Plan The Plan became effective as of October 17, 1986n approval by the holders of a majority of
shares of the Company’s Class A Common Stock aads@ Common Stock, voting as a single class, preseepresented and entitled to
vote at a meeting of the shareholders.




WATTS WATER TECHNOLOGIES, INC.
AMENDMENT NO. 1
TO
WATTS WATER TECHNOLOGIES, INC.
MANAGEMENT STOCK PURCHASE PLAN
AMENDED AND RESTATED AS OF JANUARY 1, 2005

The Management Stock Purchase Plan of Watts Waighrblogies, Inc. as amended and restated as wdrdah, 2005 (the “Plan”)
is hereby amended as follows:

1. Subsection VIII.A of the Plan is deleted and repthwith the following:

“A. Shares Issuable The aggregate maximum number of shares of Sasarved and available for issuance
under the Plan shall be 2,000,000. For purpos#aofimitation, the shares of Stock underlyiny &SUs that are canceled
shall be added back to the shares of Stock avaifablissuance under the Plan. Shares subjebetBlan are authorized but
unissued shares or shares that were once issueslibselquently re-acquired by the Company.”

2. Except as amended hereby, the Plan remains ifofek and effect.

Adopted by the Board of Directors on February 6720

Approved by the Stockholders on May 2, 2007
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Exhibit 31.1

WATTS WATER TECHNOLOGIES, INC.
CERTIFICATION PURSUANT TO

SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
I, Patrick S. O’Keefe, certify that:
1. | have reviewed this quarterly report on FormQ@0f Watts Water Technologies, Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dméttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(@) Designed such disclosure controls and puresg or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidh&ubsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared,;

(b) Designed such internal control over finahégorting, or caused such internal control ovwearicial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registsatisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in @gistrant’s internal control over financial repogithat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant’s internal cohmwer financial reporting; and

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and material Weasses in the design or operation of internalrobotver financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that ifmess management or other employees who have dis@ntirole in the registrant’s internal
control over financial reporting.

Date: May 9, 200
/sl Patrick S. (Keefe
Patrick S. ( Keefe
Chief Executive Office




Exhibit 31.2

WATTS WATER TECHNOLOGIES, INC.
CERTIFICATION PURSUANT TO

SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
[, William C. McCartney, certify that:
1. | have reviewed this quarterly report on FormQ@0f Watts Water Technologies, Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dméttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(@) Designed such disclosure controls and puresg or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidh&ubsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared,;

(b) Designed such internal control over finahégorting, or caused such internal control ovwearicial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registsatisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in @gistrant’s internal control over financial repogithat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant’s internal cohmwer financial reporting; and

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and material Weasses in the design or operation of internalrobotver financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that ifmess management or other employees who have dis@ntirole in the registrant’s internal
control over financial reporting.

Date: May 9, 200
/s/ William C. McCartney

William C. McCartney
Chief Financial Officel




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned officer of Watts Water Technologies. (the “Company”) hereby certifies that thengmany’s quarterly report on Form 10-
Q to which this certification is attached (the “Ref), as filed with the Securities and Exchanger@ussion on the date hereof, fully
complies with the requirements of Section 13(a)%(d), as applicable, of the Securities Exchangeof3934, as amended (the “Exchange
Act”), and that the information contained in thepRe fairly presents, in all material respects, fihancial condition and results of operations
of the Company. This certification is providededplpursuant to 18 U.S.C. Section 1350 and Iten{l§(32) of Regulation S-K (“Item 601(b)
(32)") promulgated under the Securities Act of 1983amended (the “Securities Act”), and the Exgkaict. In accordance with clause

(i) of Item 601(b)(32), this certification (A) sthaot be deemed “filed” for purposes of Sectiondf&@he Exchange Act, or otherwise subject
to the liability of that section, and (B) shall e deemed to be incorporated by reference intdilimy under the Securities Act or the
Exchange Act, except to the extent that the Compaeyifically incorporates it by reference.

Date: May 9, 200
/sl Patrick S. (Keefe

Patrick S. ( Keefe
Chief Executive Office




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned officer of Watts Water Technologies. (the “Company”) hereby certifies that thengmany’s quarterly report on Form 10-
Q to which this certification is attached (the “Ref), as filed with the Securities and Exchanger@ussion on the date hereof, fully
complies with the requirements of Section 13(a)%(d), as applicable, of the Securities Exchangeof3934, as amended (the “Exchange
Act”), and that the information contained in thepRe fairly presents, in all material respects, fihancial condition and results of operations
of the Company. This certification is providededplpursuant to 18 U.S.C. Section 1350 and Iten{l§(32) of Regulation S-K (“Item 601(b)
(32)") promulgated under the Securities Act of 1983amended (the “Securities Act”), and the Exgkaict. In accordance with clause

(i) of Item 601(b)(32), this certification (A) sthaot be deemed “filed” for purposes of Sectiondf&@he Exchange Act, or otherwise subject
to the liability of that section, and (B) shall e deemed to be incorporated by reference intdilimy under the Securities Act or the
Exchange Act, except to the extent that the Compaeyifically incorporates it by reference.

Date: May 9, 2007 /s/ William C. McCartney
William C. McCartney
Chief Financial Office




