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PART I11
Item 10. DIRECTORSAND EXECUTIVE OFFICERS OF THE REGISTRANT.
Directors

Set forth below is the name and age of each dirglai® or her principal occupation for the pasefixears, the year each became a director of
the Company and certain other information. Therimfation is as of October 21, 1999.

Present Principal Enploynent and Director
Nane Age Prior Business Experience (1)(2) Since (1)
Tinothy P. Horne.......... 61 Chairman of the Board since 1986 and Chi ef Executive O ficer since 1962

1978; President since Cctober, 1999 and from 1994 to April 1997.
M. Horne joined the Conpany in 1959.
Kenneth J. MAvoy......... 59 Chief Financial Oficer and Treasurer since 1986; Vice President 1994
of Finance from 1984 to 1994; Executive Vice President of European
Qperations from 1994 to 1996; Secretary since 1985. M. MAvoy
joined the Conpany in 1981.
Gordon W Mran........... 61 Chairman of Hollingsworth & Vose Conpany, a paper nanufacturer, 1990
since 1997, and served as its President and Chief Executive Oficer from
1983 to 1998. M. Mran is a director of Associated |ndustries of
Massachusetts, the Anerican Paper Institute and the South Norfol k
County Association for Retarded G tizens, Inc.
Dani el J. Murphy, III..... 57 Chairman of Northmark Bank, a commercial bank, since August 1986
1987. Prior to forming Northmark Bank in 1987, M. Mirphy was a
Managi ng Director of Knightsbridge Partners, Inc., a venture
capital firm from January to August 1987 and President and a
director of Arltru Bancorporation, a bank holding conpany, and its
whol Iy owned subsidiary, Arlington Trust Conpany, from 1980 to
1986. M. Mirphy is a director of Bay State Gas Conpany.
Roger A Young............ 53 Chairman of the Board of Directors of Bay State Gas Conpany, 1999
a whol Iy owned subsidiary of N Source Inc., since 1996 and serving
on its Board since 1975, and elected its President and Chief Operating
O ficer in 1981 and Chief Executive Oficer in 1990, serving in such
position until 1999. M. Young is also a director of N Source, Inc.,
and the Uility Business Education Coalition.

(1) All positions with the Company indicated forrjpgls prior to January 1, 1986 were held with WRitgulator Co. The Company became
the parent company of Watts Regulator Co. andat®us subsidiaries pursuant to a reorganizatifect¥e as of January 1, 1986.

(2) David A. Bloss, Sr. resigned as President, ODjgerating Officer and Director on October 18, 999 order to assume his position as
Chairman of the Board, President and Chief Exeeubificer of CIRCOR International, Inc.
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Fees To Certain Directors

Each non-employee Director receives a fee of $1B#0 year and $500 per Board of Directors or catesimeeting attended and also
receives reimbursement for out-of-pocket expensasried in connection with attending such meetitgaddition, each non-employee
Director is eligible to receive grants of stockiops under the Company's 1991 Non-Employee Dirscidonqualified Stock Option Plan.
Directors of the Company who are employees of the@any receive no compensation for their serviseligectors.

Meetings Of The Board Of Directors And Committees

The Watts Board held 10 meetings during the figear ended June 30, 1999. Each of the Directotlseo€ompany attended at least three-
quarters of the meetings of the Watts Board antietommittees on which such Director served. That$\Board has a standing Audit
Committee and a standing Stock Option and Compiems@ommittee. The Audit Committee held 3 meetirags] the Stock Option and
Compensation Committee held 1 meeting, duringidefyear ended June 30, 1999. The Audit Commiteiews audit performance,
recommends appropriate action on the basis of aelilts and receives and reviews the auditorshagament letters" and management's
responses thereto. The Stock Option and Compendatmmittee is responsible for administering thenpany's 1996 Stock Option Plan, its
1989 Nonqualified Stock Option Plan, its 1986 InoenStock Option Plan (the 1986 and 1989 Plang lexypired, but there remain
outstanding previously granted options) and its dpgment Stock Purchase Plan pursuant to auth@liégated to it by the Watts Board and
for approving the compensation arrangements optimeipal executive officers of the Company. Mesatsran, Murphy, and Young
comprise the Audit Committee and Messrs. Murphy ldiodan comprise the Stock Option and Compensatiom@ittee.

Executive Officers

Information with respect to the Registrant's Exaeu©fficers is contained in Item 1., Businessthi$ Report. David A. Bloss, Sr. resigned as
President and Chief Operating Officer on OctoberlB®9.

Section 16(a) Beneficial Ownership Reporting Coanptie

Section 16(a) of the Securities Exchange Act of41&@Rjuires the Company's executive officers, dinsgtand more than 10% shareholders to
file with the Securities and Exchange Commissigrorts on prescribed forms of their ownership anahges in ownership of Company stock
and provide copies of such forms to the CompangeBan a review of the copies of such forms pralidethe Company, the Company
believes that during the fiscal year ended Jund 899, all reports on forms required by Sectiora) & be filed by the aforementioned
persons were filed on a timely basis.



Item 11. EXECUTIVE COMPENSATION.
COMPENSATION ARRANGEMENTS
Summary Compensation Table

The following table contains information with resp&o the compensation for the past three fiscatyef the Company's Chief Executive
Officer and the four other most highly compensateelcutive officers (the "named executive officesgjving in such capacity at June 30,
1999.

SUMMARY COMPENSATION TABLE

Long- Ter m Conpensati on

Annual Conpensati on Awar ds
Restricted Stock

Name and Fi scal Sal ary Bonus Units Opti ons

Princi pal Position Year (%) ($)(1) ($)(2)(3) (#)(4)

Ti ot hy P. Horne

Chai rman of the Board 1999 701, 666 0 0 (5) 40, 000 (10)
and Chi ef 1998 685, 000 0 159, 852 (5) 40, 000 (10)
Executive O ficer............... 1997 656, 666 0 281,586 (5) 45, 000 (10)

David A. Bloss, Sr.

Pr esi dent 1999 326, 667 0 78,790 (6) 45, 000 (10)
and Chi ef 1998 305, 000 0 163, 227 (6) 45, 000 (10)
Operating Oficer............... 1997 276, 667 134, 400 179, 198 (6) 45, 000 (10)

M chael O Fifer

Cor por at e 1999 184, 417 0 152,941 (9) 15,000 (11)
Vi ce 1998 162, 500 6, 622 39,493 (9) 12,500 (11)
President....................... 1997 147, 500 10, 628 56, 662 (9) 15,000 (11)

Kenneth J. MAvoy

Chi ef Financial Oficer, 1999 218, 333 30, 000 0 (7) 30, 000 (10)
Treasurer and 1998 206, 667 0 96, 742 (7) 30, 000 (10)
Secretary.................... ... 1997 188, 333 79, 040 105, 382 (7) 35, 000 (10)

Wlliam C. MCartney 1999 151, 250 3,823 17,055 (8) 8,000 (11)

Vi ce President of 1998 142, 500 7,996 35,787 (8) 10, 500 (11)
Finance......................... 1997 128, 333 41, 600 55, 444 (8) 10, 500 (11)

(1) Amounts awarded under the Executive Incentisau Plan, as amended.

(2) Represents the dollar value (net of any comatd® paid by the named executive officer) of Rettd Stock Units (RSUs) received under
the Management Stock Purchase Plan (the "Managdptemt) determined by multiplying the number of RSdceived by the closing marl
prices of the Company's Class A Common Stock of28,%18.4375, and $25.375 on the RSU grant d&tésgust 9, 1999, August 11,
1998, and August 4, 1997 respectively.

(3) Each of the named executive officers made ectieh under the Management Plan in December 1996,
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1997 and 1998 to receive RSUs (i) in lieu of a #@etpercentage or dollar amount of his actualumhincentive cash bonus or (i) for a
specified dollar amount, up to 100% of his targetekimum cash bonus, for fiscal years ended Jun&@3y, 1998 and 1999 respectively.
With respect to fiscal years 1999, 1998 and 19%)Rwere awarded as of August 9, 1999, August 998,1and August 4, 1997,
respectively, (the dates actual annual incentivaubes were determined) by dividing the named ekexofficer's election amount by the
RSU Cost. The RSU Cost was $12.8975, $12.35313%2903125 per RSU for fiscal years 1999, 19981849V, respectively, which was
67% of $19.25, $18.4375, and 75% of $25.375, tbsing market prices of the Company's Class A Com8took on August 9, 1999, Aug!
11, 1998, and August 4, 1997, respectively ("198URCost", "1998 RSU Cost" and "1997 RSU Cost").rHa&U is 100% vested three ye
after the date of grant, and at the end of a d&fpariod, if one had been specified by the nanxedive officer under the Management P
the Company will issue one share of Class A ComBtork for each vested RSU. Cash dividends, equivédethose paid on the Company's
Common Stock, will be credited to the named ex&eutificer's account for each nonvested RSU anldbsipaid in cash to such person w
such RSUs become vested. Such dividends will adsgelid in cash to individuals for each vested R8ld Huring any deferral period.

(4) Awarded under the 1989 Nonqualified Stock Opftdan (the "1989 Plan"), or the 1996 Stock OpBtam (the "1996 Plan™).

(5) Mr. Horne did not receive a bonus for fiscahly@999. Therefore, no RSUs were awarded. Forlfisaa 1998, Mr. Horne's election under
the Management Plan was to receive RSUs equalab, 330, which was his targeted maximum bonus. SificéHorne's actual bonus was
$75,521, Mr. Horne was required to pay out of potike difference of $95,729. Mr. Horne received362, RSUs which was determined by
dividing $171,250 by the 1998 RSU Cost. For fiser 1997, Mr. Horne received 11,097 RSUs in liereoeiving all of his annual incenti
bonus which was $211,200. This number of RSUs wéernhined by dividing $211,200 by the 1997 RSU Cigst Horne held 35,382 RSUs
at June 30, 1999 with a net value of $455,163 tevmiéned in accordance with Note (2) above, exbepged on a closing market price of the
Company's Class A Common Stock of $19.1875 on 30n&999.

(6) For fiscal year 1999, Mr. Bloss received 4,683Us in lieu of receiving all of his annual inceetbonus of $52,800. This number of R¢
was determined by dividing $52,800 by the 1999 RRidt. For fiscal year 1998, Mr. Bloss received 8,8%Us in lieu of receiving all of his
annual incentive bonus of $109,363. This numbé&®fs was determined by dividing $109,363 by the8IRSU Cost. For fiscal year 1997,
Mr. Bloss received 7,062 RSUs in lieu of receivii§o of his total annual incentive bonus of $268,&005134,400. This number of RSUs
was determined by dividing $134,400 by the 1997 R2idt. Mr. Bloss held 22,436 RSUs at June 30, 1@#9a value of $430,491 as
determined in accordance with Note

(2) above, except based on a closing market pfitgeocCompany's Class A Common Stock of $19.1875ume 30, 1999.

(7) Mr. McAvoy did not elect to receive any RSUs figcal year 1999. For fiscal year 1998, Mr. McAv@ceived 5,247 RSUs in lieu of
receiving all of his annual incentive bonus of 834, This number of RSUs was determined by dividi64,817 by the 1998 RSU Cost. For
fiscal year 1997, Mr. McAvoy received 4,153 RSU$dn of receiving 50% of his total annual incemstivonus of $158,080, or $79,040. This
number of RSUs was determined by dividing $79,04€hle 1997 RSU Cost. Mr. McAvoy held 13,269 RSU3uwate 30, 1999 with a value of
$254,599 as determined in accordance with Notal§dye, except based on a closing market priceso€ttimpany's Class A Common Stock
of $19.1875 on June 30, 1999.

(8) For fiscal year 1999, Mr. McCartney received® 88SUs in lieu of receiving 75% of his annual intbembonus of $15,261, or $11,438.
This number of RSUs was determined by dividing $38&,by the 1999 RSU Cost. For fiscal year 1998, MuCartney received 1,941 RSUs
in lieu of receiving 75% of his annual incentivenbs of $31,973 or $23,977. This number of RSUsdedsrmined by dividing $23,977 by
the 1998 RSU Cost. For fiscal year 1997, Mr. Mc@aytreceived 2,185 RSUs in lieu of receiving 50%isf
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total annual incentive bonus of $83,200, or $41,800s number of RSUs was determined by dividing,680 by the 1997 RSU Cost. Mr.
McCartney held 5,201 RSUs at June 30, 1999 withlaevof $99,794 as determined in accordance witie k&) above, except based on a
closing market price of the Company's Class A Com@tock of $19.1875 on June 30, 1999

(9) For fiscal year 1999, Mr. Fifer received 7,93SUs in lieu of receiving all of his annual incertbonus of $102,471. The number of R
was determined by dividing $102,471 by the 1999 Ridt. For fiscal year 1998, Mr. Fifer received42 RSUs in lieu of receiving 80% of
his total annual incentive bonus of $33,083, or,8@6. This number of RSUs was determined by digd26,461 by the 1998 RSU Cost. |
fiscal year 1997, Mr. Fifer received 2,233 RSU$en of receiving 80% of his total annual incenth@nus of $53,125, or $42,497. This
number of RSUs was determined by dividing $42,49Tie 1997 RSU Cost. Mr. Fifer held 9,261 RSUwaeJ30, 1999 with a value of
$177,695 as determined in accordance with Notal§@aye, except based on a closing market priceso€tdmpany's Class A Common Stock
of $19.1875 on June 30, 1999.

(10) Amount awarded under the 1989 Plan.
(11) Amount awarded under the 1996 Plan.
Stock Option Grants

The following table shows information concerningiops to purchase the Company's Class A Commork$p@nted in fiscal 1999 to the
named executive officers.

Potenti al Realizable Val ue
at Assumed Annual Rates of
Stock Price Appreciation
I ndi vidual Grants for Option Term3)

% of Tot al
Opti ons
Ganted to Exerci se Market Price
Opt i ons Enpl oyees or Base on Date of

Grant ed in Fiscal Price Grant Expiration
Name (#)(1)(2) Year ($/ sh) ($/ sh) Dat e 5% $) 10% $)
Tinothy P. Horne............... 40, 000( 4) 20.7 18. 4375(6) 18. 4375 8-11-2008 463, 700 1,175, 300
David A. Bloss, Sr............. 45, 000( 4) 23.3 18. 4375(6) 18. 4375 8-11-2008 521, 663 1,322,213
Mchael O Fifer............... 15, 000( 5) 7.8 18. 4375(7) 18. 4375 8-11-2008 173, 888 440, 738
Kenneth J. MAvoy.............. 30, 000( 4) 15.5 18. 4375(6) 18. 4375 8-11-2008 347,775 881, 475
WlliamC MCartney............ 8, 000( 5) 4.1 18. 4375(7) 18. 4375 8-11-2008 92,740 235, 060

(1) All options were granted as of August 11, 1998.

(2) Options vest over five years at the rate of 2@¥fyear on successive anniversaries of the régpatates on which the options were
granted and generally terminate upon the earlighetermination of employment, subject to certaineptions, or ten years from the date of
grant. Under the terms of the 1996 Stock Optiom RAlee incentive stock options granted to optioreles hold more than 10% of the
combined voting power of all classes of stock & @ompany have a maximum duration of five yeannftioe date of grant.

(3) Based upon the market price on the date oftgnath an annual appreciation at the rate statesdicin market price through the expiration
date of such options. The dollar amounts in thesentns are the result of calculations at the 5% Hi¥d rates set by the SEC and therefore
are not intended to forecast possible future agpgtien, if any, of the Company's stock price. Thentpany did not use an
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alternative formula for a grant date valuationtreesCompany is not aware of any formula which détermine with reasonable accuracy a
present value based on future unknown or volagitedfs.

(4) Awarded under the 1989 Plan.
(5) Awarded under the 1996 Plan.
(6) Under the terms of the 1989 Plan, the exemige of options cannot be less than 50% of fairkeiavalue.

(7) Under the terms of the 1996 Plan, the exemmige of incentive stock options cannot be less thE0% of fair market value for optionees
who hold more than 10% of the combined voting poofall classes of stock of the Company and 100%&aioimarket value for all other
optionees.

Aggregated Option Exer cises and Option Values

The following table shows information concerning #ixercise of stock options during fiscal year 189®ach of the named executive
officers and the fiscal year-end value of unexeisptions.

Number of Unexerci sed Val ue of Unexercised
Options at I n-the-Money Options
Fi scal Year End(#)(2) at Fiscal Year End ($)(3)
Shares Acquired Val ue
Nanme on Exercise (#) Realized($)(1) Exercisable Unexerci sabl e Exercisable Unexercisable
Ti not hy P. Horne 0 0 196, 894 123, 000 394, 205 105, 938
David A. Bloss, Sr. 0 0 96, 000 129, 000 119, 875 109, 687
M chael O Fifer 0 0 18, 600 39, 900 8,438 36, 562
Kenneth J. MAvoy 0 0 67, 000 93, 000 44,738 81, 563
WIlliam C. MCartney 0 0 50, 200 30, 200 21, 663 27,093

(1) Represents the difference between the markeg pn the date of exercise and the exercise pfittee options before income taxes.

(2) Options vest over five years at the rate of Z@year on successive anniversaries of the régeeatates on which the options were
granted and shall generally terminate upon théezat the termination of employment, subject tat@i& exceptions, or ten years from the
date of grant.

(3) Represents the difference between the maria pn the last day of the fiscal year and the @gerprice of the options before income
taxes.

1991 Non-Employee Directors' Nonqualified Stocki@ptPlan. Stock options granted under the 1991 Eamployee Directors' Nonqualified
Stock Option Plan (the "Directors' Plan") are geanhutomatically and without any further actiontioa part of the Board of Directors as of
November 1 in each year commencing in 1991 (wisipeet to each year, the "Grant Date"). The Dirst®lan provides that options
purchase 2,000 shares of Class A Common Stocluftrlesser amount as shall enable each non-empliyeetor then in office to receive

an equal grant in the event that there are noicgerft shares of Class A Common Stock for each swchemployee Director to receive a
grant of 2,000 shares) shall be granted to eackengrioyee Director duly elected and serving as sucbhach Grant Date. The Directors' Plan
was amended on August 6, 1996 to change the pwrghie of shares which may be purchased undebiteetors' Plan from $22.75 to
$16.375, effective for option grants made on ceratovember 1, 1996. Also, see Item 10. Directo Bxecutive Officers of the Registrant,
Fees to Certain Directors.

Options granted under the Directors' Plan are ésadte when granted, but no option is exercisattér the earlier of (a) the date ten years
after the Grant Date or (b) the date on which tired@or to whom such options
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were granted ceases for any reason to serve aget@iof the Company; provided, however, thahimévent of termination as a result of
disability or death, the Director or his/her pemaepresentative may exercise any outstandingogtiot theretofore exercised during the 90-
day period following such disability or death.

The Directors' Plan is administered by the BoarBioéctors or an authorized committee thereof icoadance with Rule 16b-3 under the
Exchange Act. The Board of Directors or an auttemtizcommittee thereof determines the form of optigmasited under the Directors' Plan i
makes other determinations and interpretationsexoireg the Directors' Plan and options grantedetineder.

During fiscal 1999 on the Grant Date, each non-egg® Director was granted options to purchase 26@€es of Class A Common Stock
under the Directors' Plan.

Compensation Committee Interlocks and Insider Participation

The members of the Company's compensation comnaitee®essrs. Murphy and Moran, neither of whomigxecutive officer of the
Company. Mr. Murphy also serves on the compensatiommittee of CIRCOR International, Inc. and neithe nor anyone who is an
executive officer of the Company is an executiviicef of CIRCOR.

Pension Plan

The Company maintains a qualified noncontributcefirded benefit pension plan (the "Pension Plantefmible salaried employees of the
Company and its subsidiaries, including the namedt@tive officers specified in the "Summary Com@ios Table" above and it maintains
a nonqualified noncontributory defined benefit deppental plan (the "Supplemental Plan") generallycertain highly compensated
employees. The eligibility requirements of the Rem$lan are attainment of age 21 and one yeagrefce of 1,000 or more hours. The as
of the Pension Plan are maintained in a trust autrState Street Bank and Trust Company. The PeR#&mis administered by the Pension
Plan Committee, which is appointed by the BoarBioéctors of the Company. Annual contributionstie Pension Plan are computed by an
actuarial firm based on normal pension costs gooréon of past service costs. The Pension Planiges for monthly benefits to, or on
behalf of, each covered employee at age 65 angroasions for early retirement after ten years@ivice and attainment of age 55 and
surviving spouse benefits after five years of servCovered employees who terminate employment firicetirement with at least five years
of service are vested in their accrued retirementhit. The Pension Plan is subject to the Empl@&erement Income Security Act of 1974,
as amended.

The annual normal retirement benefit for employ@eder the Pension Plan is 1.67% of Final Average@msation (as defined in the
Pension Plan) multiplied by years of service (maxim25 years), reduced by the Maximum Offset Alloesa(as defined in the Pension Pl
For the 1997, 1998 and 1999 Pension Plan yeargyd#li@ompensation in excess of $160,000 per yeadisisgarded under the Pension Plan
($150,000 for years prior to 1997) for all purpodeswever, benefits accrued prior to the 1994 gkear may be based on compensation in
excess of $150,000. Compensation recognized uhdd?ension Plan includes base salary and annuasbon

The Supplemental Plan provides additional montlelydiits to (i) a select group of key executive t@ individuals who were projected to
receive reduced benefits as a result of changes toatie Pension Plan to comply with the Tax Reféwehof 1986 and (iii) to executives
who will be affected by IRS limits on Pension P@ompensation. Tier one benefits are provided ®lecs group of key executives. The
annual benefit under this tier payable at normidenment is equal to the difference between (1)d%he highest three year average pay
multiplied by years of service up to ten yearss8&o of average pay times years of service in axgEten years, to a maximum of 50% of
average pay and (2) the annual benefit payableruhdd®ension Plan described above. Normal retinénmeder this tier is age 62.

Tier two benefits are provided to individuals novered under Tier one who were projected to receidaced benefits as a result of changes
made to the Pension Plan to comply with the TaxoRefAct of 1986. The annual normal retirement biépefyable
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under this tier is equal to the difference betwggrthe pre-Tax Reform Act formula of 45% of Fialerage Compensation less 50% of the
participant's Social Security Benefit, the resutirpted for years of service less than 25, anth@Pension Plan formula above with Annual
Compensation in excess of $186,667 disregardetid@r, 1998, and 1999 ($175,000 for years prio9@7). For the 1999 Plan Year, Annual
Compensation in excess of $339,475 is disregamieallfpurposes under Tier two of the SupplemeRtah. Tier three benefits are provided
to individuals not covered under Tier one or Tieo twvho will be affected by IRS limits on PensiomfPkompensation. The annual normal
retirement benefit payable under this tier is basethe Pension Plan formula set forth above, #withual Compensation in excess of
$271,580 disregarded. Compensation recognized uhd&upplemental Plan is W-2 pay, including amsuieferred under the Management
Stock Purchase Plan and pursuant to Sections 4D12fof the Internal Revenue Code, but excludigiine realized upon the exercise of
stock options.

The following table illustrates total annual normetirement benefits (payable from both the PenBiam and from the Supplemental Plan
assuming attainment of age 62 during 1999) forowarievels of Final Average Compensation and yeflbenefit service under Tier one of
the Supplemental Plan, prior to application of $lueial Security offset, which is an integral pdrtie benefits payable under the
Supplemental Plan.

Estimated Total Annual Retirement Benefit
(Pension Plan plus Supplemental Plan, Tier one)

Fi nal Average Conpensation for Based on Years of Service(1l)
Three Hi ghest Consecutive Years
in Last 10 Years: 5 Years 10 Years 15 Years 20 Years
$100, 000. . . ..ot t $10, 000 $20, 000 $35, 000 $50, 000
150, 000. . . .ot t 15, 000 30, 000 52, 500 75, 000
200, 000. . .. 20, 000 40, 000 70, 000 100, 000
250,000. . ... . 25, 000 50, 000 87, 500 125, 000
300,000. . ... .t 30, 000 60, 000 105, 000 150, 000
350,000, . ... 35, 000 70, 000 122, 500 175, 000
400, 000. . .o 40, 000 80, 000 140, 000 200, 000
450,000. . ... 45, 000 90, 000 157, 500 225,000
500, 000. ... ...t 50, 000 100, 000 175, 000 250, 000
550, 000. . ...ttt 55, 000 110, 000 192, 500 275, 000
600, 000. . . ...ttt 60, 000 120, 000 210, 000 300, 000

(1) The annual Pension Plan benefit is computetherbasis of a straight life annuity.
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The following table illustrates total annual normetirement benefits (payable from both the PenBiam and from the Supplemental Plan
assuming attainment of age 65 during 1999) forowarievels of Final Average Compensation and yeflbenefit service under Tier two of
the Supplemental Plan, prior to application of $ueial Security offset, which is an integral pdrtte benefits payable under the
Supplemental Plan.

Estimated Total Annual Retirement Benefit
(Pension Plan plus Supplemental Plan, Tier two)

Fi nal Average Conpensation for Based on Years of Service(1)
Fi ve Hi ghest Consecutive Years 25 Years
in Last 10 Years: 10 Years 15 Years 20 Years or nore
$100, 000. . . ot $18, 000 $27, 000 $36, 000 $45, 000
150, 000. . .. 27,000 40, 500 54, 000 67, 500
200, 000. . . oo 31,714 47,570 63, 427 79, 284
250, 000. . . oo 40, 714 61, 070 81, 427 101, 784
300, 000. . . oot 49,714 74,570 99, 427 124, 284
350, 000. . ..ot 52,989 79, 484 105, 978 132, 473

(1) The annual Pension Plan benefit is computethemasis of a straight life annuity.

Messrs. Timothy P. Horne, Bloss, Fifer, McAvoy, addCartney have 40, 6, 6, 18, and 14 years, resedgtof benefit service under the
Pension Plan. Messrs. Bloss, McAvoy and Fifer #igéote for Tier one benefits, and Messrs. Hornd 8cCartney are eligible for Tier two
benefits. Eligible employees are currently limiteda maximum annual benefit under the Pension &1&130,000 (subject to cost of living
adjustments) under Internal Revenue Code requiresmegardless of their years of service or Finadrage Compensation. Accordingly,
under current salary levels and law, Mr. TimothyHBrne's annual benefit would be limited to suctoan.

Employment, Termination, Supplemental and Deferred Compensation Agreements

On September 1, 1996 the Company and Timothy Paddentered into a new Employment Agreement (th86IEmployment Agreement”)
that terminated and superseded all prior employragreaements between the Company and Mr. Hornel98@& Employment Agreement
provides for annual base salary of at least $6&0p@s other benefits and bonuses generally avaitatsenior executives of the Company.
The 1996 Employment Agreement provides for the egnpent of Mr. Horne as Chairman of the Board antfExecutive Officer of the
Company for a period of three years until August1399 and thereafter for consecutive one yeangerutomatic renewals unless otherwise
terminated. The 1996 Employment Agreement is teaivimby Mr. Horne on thirty days notice. Under 1896 Employment Agreement, if
Mr. Horne shall, without his consent, cease todbegease to have the responsibilities and dutieSledirman of the Board of Directors of the
Company and Chief Executive Officer other thandavillful illegal act relating to the performancéhos duties, or if he shall be assigned
duties inconsistent with those previously perforrhbgdim, he shall be entitled to terminate his esgpient upon notice and, if so terminated,
he shall be entitled to receive a severance payetgrl to two times the base salary in effect enddite of termination.

On September 1, 1996 the Company and Timothy Pnédentered into a new Supplemental Compensatioaekgent (the "1996
Supplemental Compensation Agreement”) that terrathahd superseded a prior Supplemental Compengsdi@ement. Under the 1996
Supplemental Compensation Agreement, Timothy Pnél@ entitled to receive annual payments durisdifatime following his retirement
or other termination of employment with the Companyal to the greater of (a) one half of the ave@fthis base salary for the three years
immediately preceding such retirement or termimatio (b) $400,000. During this period Mr. Hornelvaié
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available as a consultant to the Company for 3@Dhours per year.

Timothy P. Horne is also entitled under a Defei@ainpensation Agreement to retirement benefits aggiey $233,333 payable over a
period of 28 consecutive months commencing uporénkest of his retirement, attainment of the afy85 or other termination of
employment. The Deferred Compensation Agreememésepts compensation which Mr. Horne deferred poidhe Company's past three
fiscal years. The Company has fully expensed itgations under this Deferred Compensation Agregmen

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERSAND MANAGEMENT.
Principal And Management Stockholders

The following table sets forth certain informatiooncerning shares of Class A Common Stock and &a3smmon Stock held by (i) all
beneficial owners of 5% or more of either clasthef Company's common stock, (ii) each Directohef €Company and (iii) the Chief
Executive Officer, the four other most highly compated executive officers listed in the Summary Gensation Table and, as a group, all
executive officers, and Directors of the Company.

Nunber of
Shar es

Beneficially Total Percent(1)
Name of Beneficial Owaner(2) Owned( 1) (3) Equity Vot i ng
Tinpthy P. HOrne(4) . .. ... 9, 384,516 (5)(6)(7) 35. 1% 81. 3%
Gabelli Group Capital Partners, Inc............ ... 2,248,300 (14)(23) 8.5 2.0
George B. HOrne(4) (9) . .. ..o 2,124,600 (6)(9)(10) 8.0 19.0
Frederic B. Horne. . ..... ... .. i 1, 840,473 (8) 7.0 3.6
Franklin Resources, I NC......... ... 1,381,550 (14)(15) 5.2 1.2
Daniel W Horne(4) (11). ... .. e 1, 335,840 (6)(10)(11) 5.0 11.9
Deborah Horne(4) (12) . ... .. 1, 335,840 (6)(10)(12) 5.0 11.9
Peter W Horne(4) (13) . ... e e e 1,335,840 (7)(13) 5.0 11.1
Daniel J. Murphy, 1. 1, 256,321 (7)(16) 4.7 11.1
Gordon W VDFan. ... e 17,000 (14)(1s6) * *
ROGEr A, YOUNG. . oot 0 - -
Davi d A. Bl 0SS, Sr. ... 9,000 (14)(17) * *
Kenneth J. MCAVOY. . ..ot e 92,000 (14)(18) * *
M chael O Fifer. ... 32,001 (14)(22) * *
WITiam Co M CartNeY. . . ..o e 60, 600 (14)(19) * *
Al'l executive officers and Directors as a group (10 persons)...... 9, 687,948 (20)(21) 35.9 81.4

*Less than one percent.

(1) The number of shares and the percentages le@redetermined as of October 21, 1999 in accordaitbeRule 13d3 under the Securitie
Exchange Act of 1934, as amended (the "Exchang§.Adtthat date, a total of 26,473,754 shares veenstanding, of which 9,485,247 were
shares of Class B Common Stock entitled to tensvpéz share and 16,988,507 were shares of Clagsn®n Stock entitled to one vote per
share. Each share of Class B Common Stock is ctibleeinto one share of Class A Common Stock.
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(2) The address of each stockholder in the tabtéoisVatts Industries, Inc., 815 Chestnut StreettiNAndover, Massachusetts 01845, except
that Frederic B. Horne's address is c/o ConifergesdLtd., 219 Liberty Square, Danvers, Massactai88823 and Franklin Resources, Inc.,
address is 777 Mariners Island Blvd., San Matedifd@aia 94403 and Gabelli Group Capital Partnéms,, address is One Corporate Center,
Rye, New York 10586.

(3) "Beneficial ownership" means the sole or shgg@daer to vote, or to direct the voting of, a séguor the sole or shared investment power
with respect to a security (i.e., the power to dipof, or to direct the disposition of, a sec)rifyperson is deemed, as of any date, to have
"beneficial ownership" of any security that suchgoa has the right to acquire within 60 days &afterh date.

(4) Timothy P. Horne, George B. Horne, Daniel Wridg Deborah Horne, Peter W. Horne, Tara Horndthl&®Rée Horne, and Daniel J.
Murphy, Il may be deemed a "group” as that termsied in Section 13(d)(3) of the Exchange Act.

Shares of Class B Common Stock of the Company meaigf owned by each member of the Horne familynea in the above table and in
footnote 4 and any voting trust certificates inpexst thereof are subject to a right of first refusdavor of the other Horne family members
(other than George B. Horne). The Company has gdamtgistration rights with respect to the shafeSlass B Common Stock beneficially
owned by such Horne family members.

(5) Includes (i) 2,751,220 shares of Class B Com@imtk and 62,742 shares of Class A Common Stagiefiially owned by Timothy P.
Horne (for purposes of this footnote, "Mr. Horng(t), 1,335,840 shares held for the benefit of @hNV. Horne, Mr. Horne's brother, under a
revocable trust for which Mr. Horne serves as salstee, (iii) 1,335,840 shares held for the bemdfDeborah Horne, Mr. Horne's sister,
under a trust for which Mr. Horne serves as saistére, which trust is revocable with the consertheftrustee, (iv) 1,235,840 shares held for
the benefit of Peter W. Horne, Mr. Horne's brothwerder a revocable trust for which Peter W. Hoerees as sole trustee, (v) 2,124,600
shares held for the benefit of George B. Horne, ine's father, under a revocable trust for wiiithHorne serves as co-trustee, (vi)
40,000 shares owned by Tara V. Horne, Mr. Hornalgytiter, (vii) 207,740 shares held by Judith RamelaMr. Horne's wife, as trustee or
custodian for Mr. Horne's minor daughter,

(viii) 30,200 shares held for the benefit of TaraH6rne, under an irrevocable trust for which Marke serves as trustee, (ix) 22,600 shares
held for the benefit of Mr. Horne's minor daughterder an irrevocable trust for which Mr. Hornevesras trustee and (x) 237,894 shares
issuable upon the exercise of stock options exat@scurrently or within 60 days of October 21, 998he shares noted in clause (iv) are |

in a voting trust for which Mr. Horne serves astagstee. See footnote 7. A total of 2,751,220 efghares of Class B Common Stock note
clause (i), the shares noted in clauses (ii) aijddnd (v) through (ix) of this footnote (7,848®shares in the aggregate) are held in a voting
trust for which Mr. Horne serves as trustee. Seénfate 6. All shares beneficially owned or whichynh@ deemed beneficially owned by Mr.
Horne are Class B Common Stock except 62,742 ostihees noted in clause (i) and all of the shamésdnin clause (x) of this footnote.

(6) All shares of Class B Common Stock held by Timyd®. Horne, individually, all shares of Class Bn@non Stock held by trusts for the
benefit of Daniel W. Horne, Deborah Horne, Taradrne and Timothy P. Horne's minor daughter, Ge&gdorne, 207,740 shares of Cl
B Common Stock held by Judith Rae Horne, as custoalind trustee for her minor daughter, and 40,886es of Class B Common Stock f
by Tara V. Horne (7,848,040 shares in the aggr¢gasesubject to the terms of The George B. Horatng Trust Agreement-1997 (the
"1997 Voting Trust"). Under the terms of the 199Gtivig Trust, the trustee (currently Timothy P. Herhas sole power to vote all shares
subject to the 1997 Voting Trust. Timothy P. Horfog,so long as he is serving as trustee of th& M&ing Trust, has the power to
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determine in his sole discretion whether or noppeed actions to be taken by the trustee of th& Yaing Trust shall be taken, including
trustee's right to authorize the withdrawal of gissfrom the 1997 Voting Trust (for purposes of tbistnote, the "Determination Power"). In
the event that Timothy P. Horne ceases to sertrusige of the 1997 Voting Trust, no trustee thedeu shall have the Determination Power
except in accordance with a duly adopted amendioghe 1997 Voting Trust. Under the terms of th@7l¥oting Trust, in the event

Timothy P. Horne ceases to serve as trustee dfafié Voting Trust, then Daniel J. Murphy, 1lI, aalitor of the Company, David F. Dietz,
whose professional corporation is a partner indkefirm of Goodwin, Procter & Hoar LLP, and Walt&rFlowers, a partner in the law firm
of Flowers and Lichtman (each, a "Successor Trlustee collectively, the "Successor Trustees"), Ishareupon become co-trustees of the
1997 Voting Trust. At any time, Timothy P. Hornkthen living and not subject to incapacity, magideate up to two additional persons,

to be designated as the primary designee (the dyilbesignee") and the other as the secondarymsigSecondary Designee"), to serve in
the stead of any Successor Trustee who shall ddeipaunwilling to serve as a trustee of the 198%ing Trust. Such designations are
revocable by Timothy P. Horne at any time priotite time at which such designees become a tru$t@ey of the Successor Trustees is
unable or unwilling or shall otherwise fail to seras a trustee of the 1997 Voting Trust, or afeamoming a co-trustee shall cease to serve as
such for any reason, then a third person shallineca co-trustee with the remaining two trusteeactordance with the following line of
succession: first, any individual designated ashthmary Designee, next, any individual designatedhe Secondary Designee, and then, an
individual appointed by the holders of a majorityiniterest of the voting trust certificates themstanding. In the event that the Successor
Trustees shall not concur on matters not spedyicaintemplated by the terms of the 1997 Votingstrthe vote of a majority of the
Successor Trustees shall be determinative. Ncegust Successor Trustee shall possess the DetdioniRower unless it is specifically
conferred upon such trustee pursuant to the pangsdf the 1997 Voting Trust.

The 1997 Voting Trust expires on August 26, 202bject to extension on or after August 26, 201$togkholders (including the trustee of
any trust stockholder, whether or not such trugités in existence) who deposited shares of ClaSsmmon Stock in the 1997 Voting Trust
and are then living or, in the case of sharesenl®97 Voting Trust the original depositor of whicin the trustee of the original depositor of
which) is not then living, the holders of votingst certificates representing such shares. The ¥Y88rg Trust may be amended by vote of
the holders of a majority of the voting trust dictites then outstanding and by the number oféasstuthorized to take action at the relevant
time or, if the trustees (if more than one) do cmicur with respect to any proposed amendmentyatirme when any trustee holds the
Determination Power, then by the trustee havingtetermination Power. In certain cases (i.e., ckarig the extension, termination and
amendment provisions), each individual depositostnalso approve amendments. Shares may not be eenfimm the 1997 Voting Trust
during its term without the consent of the reqeisiumber of trustees required to take action utidel997 Voting Trust. Voting trust
certificates are subject to any restrictions ongfer applicable to the stock which they represent.

Timothy P. Horne holds 35.1% of the total benefititerest in the 1997 Voting Trust (the "Benefldiaterest”) individually, 17.0% of the
Beneficial Interest as trustee of a revocable g% of the Beneficial Interest as trustee thiat revocable with the consent of the trustee,
26.8% of the Beneficial Interest as co-trustee mhacable trust and 0.7% of the Beneficial Inteesstrustee of two irrevocable trusts
(representing an aggregate of 96.85% of the Baaéfitterest). George B. Horne holds 26.8% of tlem&ficial Interest as co-trustee of a
revocable trust. Tara V. Horne, individually andoameficiary of an irrevocable trust holds 0.9%haf Beneficial Interest, and Judith Rae
Horne, as trustee or custodian for Timothy P. Herngnor daughter, holds 2.7% of the Beneficia¢tast.
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7. Includes 1,235,840 shares of Class B CommorkSthach are beneficially owned by Peter W. Horretrastee and beneficiary of a
revocable trust for Peter W. Horne, which are stthife the terms of the Horne Family Voting Trustrégment-1991 (the "1991 Voting
Trust"). Under the terms of the 1991 Voting Trise two trustees (currently Timothy P. Horne andaibll. Murphy, 111) have sole power to
vote all shares subject to the 1991 Voting Trustwelver, as long as Timothy P. Horne is serving igsdee of the 1991 Voting Trust,
Timothy P. Horne generally has the right to voteshares subject to such trust in the event thatriistees do not concur with respect to any
proposed action, including any exercise of thetémis right to authorize the withdrawal of sharesifthe 1991 Voting Trust (for purposes of
this footnote, the "Determination Power"). The seeeption to the Determination Power is that thiecarrence of Timothy P. Horne and
Daniel J. Murphy, Il is required for the voting sifiares in connection with any vote involving thecgon or removal of directors of the
Company. Under the terms of the 1991 Voting Trilishothy P. Horne has the authority to designatéoumo successor trustees. Timothy P.
Horne has not designated any such successor trifstaeh of Timothy P. Horne and Mr. Murphy ceakeserve as a trustee for any reason,
and no successor trustee has been designatedltteeshof a majority of the voting trust certifieatthen outstanding have the right to
designate successor trustees as necessary undemtseof the 1991 Voting Trust. Under the termthef1991 Voting Trust, Timothy P.
Horne, the Chairman of the Board of Directors ahée€CExecutive Officer of the Company, and GeorgéiBrne, the father of Timothy P.
Horne, can collectively agree to revoke the degignaf any successor before he begins to serte appoint a new designated successor. If
one or more of such Horne family members are unabiake such action, this power rests in the sonor survivors of them.

The 1991 Voting Trust expires on October 31, 2G0ibject to extension on or after October 31, 199Stbckholders (including the trustee of
any trust stockholder, whether or nor such trughés in existence) who deposited shares of ClaSsmmon Stock in the 1991 Voting Trust,
are then living and continue to hold voting trusttificates under the 1991 Voting Trust or, in tase of shares in the 1991 Voting Trust the
original depositor of which (or the trustee of threginal depositor of which) is not then living etholders of voting trust certificates
representing such shares. The 1991 Voting Trustbeagmended or terminated by vote of the holdeesmojority of the voting trust
certificates then outstanding and, while one oreradrTimothy P. Horne and their successor designatedescribed in the preceding
paragraph is serving as trustee, the trusteeseShaay not be removed from the trust during itsitesthout the consent of the trustees.

(8) The information relating to the number and nainf Frederic B. Horne's beneficial ownershipasdd on a Schedule 13D filed with the
Securities and Exchange Commission on October®) b9 Frederic B. Horne (for purposes of this fadén "Mr. Horne"). The equity and
voting percentages were calculated as of Octobet299. Includes (i) 215,323 shares of Class B ComBtock and 1,391,550 shares of
Class A Common Stock, beneficially owned by Mr. kimr(ii) 22,600 shares of Class B Common Stock farlthe benefit of Mr. Horne's
minor daughter, under an irrevocable trust for Wwhitr. Horne serves as trustee, (iii) 11,000 shafé&lass B Common Stock beneficially
owned by Mr. Horne's minor daughter for which MorHe is custodian, and (iv) 200,000 shares of Gda€®@mmon Stock beneficially
owned by Mr. Horne as trustee pursuant to an iceble trust for the benefit of Mr. Horne, his mimtaughter and future descendants.

(9) Consists of 2,124,600 shares held in a revecabst for which Timothy P. Horne and George Brri¢oserve as co-trustees. All of such
shares are subject to the 1997 Voting Trust. Semdte 6.

(10) All shares are Class B Common Stock.

(11) Shares are held in a revocable trust for whiamothy P. Horne serves as sole trustee, andudnject to the 1997 Voting Trust. See
footnote 6.
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(12) Shares are held in a trust for which Timothy4Brne serves as sole trustee, which trust iscave with the consent of the trustee, and
are subject to the 1997 Voting Trust. See footiote

(13) All shares are Class B Common Stock except®@;,000 shares of Class A Common Stock. The slodi@€gss B Common Stock are
held in a revocable trust for which Peter W. Hoseeves as sole trustee, and are subject to the\M®@1ig Trust. See footnote 7.

(14) All shares are shares of Class A Common Stoaptions to purchase Class A Common Stock whieheaercisable currently or within
60 days of October 21, 1999.

(15) The information is based on a Schedule 1348l fitith the Securities and Exchange Commissionrbglfin Resources, Inc., Franklin
Advisory Services, Inc., Charles B. Johnson andeRug. Johnson, Jr. reporting their aggregate hgklof shares of Class A Common Stock
as of December 30, 1998. Franklin Advisory Seryites., has stated in the Schedule 13G that ihisaestment adviser registered under the
Investment Advisers Act of 1940. Franklin Resourdes. has stated in its Schedule 13G that itsctiive indirect investment advisory
subsidiaries have all investment and/or voting posfehe shares.

(16) Includes 16,000 shares of Class A Common Sgstlkable upon the exercise of stock options utidef 991 Non-Employee Directors'
Nonqualified Stock Option Pla

(17) Includes (i) 1,000 shares of Class A CommariSheld by Mr. Bloss' spouse and (ii) 8,000 shafeslass A Common Stock. Mr. Bloss
resigned as President, Chief Operating Officer@indctor of the Company on October 18, 1999. Mn®8lbecame Chairman of the Board,
Chief Executive Officer and President of CIRCORemniational, Inc. on October 18, 1999 when CIRCOR ggun-off from the Company.

(18) Represents 92,000 shares of Class A Commark &suable upon the exercise of stock options waie exercisable currently or within
60 days of October 21, 1999.

(19) Represents 60,600 shares of Class A Commark &suable upon the exercise of stock options whie exercisable currently or within
60 days of October 21, 1999.

(20) Includes (i) 9,088,230 shares of Class B Com@imck, (ii) 78,324 shares of Class A Common Staok (iii) 521,394 shares of Class A
Common Stock issuable upon the exercise of stotikrpwhich are exercisable currently or withindgys of October 21, 1999.

(21) Shares of Class B Common Stock of the Compaty by members of management other than Horndyfanembers are subject to a
right of first refusal in favor of the Company.

(22) Includes (i) 801 shares of Class A Common Igt(it) 300 shares of Class A Common Stock heldvsy Fifer for three minor children
and (iii) 30,900 shares of Class A Common Stockab$e upon the exercise of stock options presemtlyithin 60 days of October 21, 1999.

(23) The information is based on a Schedule 138l fitith the Securities and Exchange Commission &lye@® Group Capital Partners, Inc.,
Gabelli Funds, LLC, Gabelli Asset Management, IGAMCO Investors, Inc., Mario J. Gabelli and Mar&Gabelli reporting their aggregate
holdings of shares of Class A Common Stock as ebliar 19, 1999. Messrs. Mario J. Gabelli and Marf@abelli directly and indirectly
control the entities filing the Schedule 13D whattities are primarily investment advisers to vasimstitutional and individual clients,
including registered investment companies and penglians, as broker/dealer and as general partivarious private investment
partnerships. The reporting persons and otheretlantities have the sole power to vote or diteetvibte and sole power to dispose or to
direct the disposition of the shares.
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[tem 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.

The Distribution was completed on October 18, 199€r the Distribution, the Company and CIRCORIN&ve continuing obligations to
one another as described below. See Item 1., Bassifar a description of the Distribution.

RELATIONSHIP BETWEEN CIRCOR AND WATTS

This section describes the primary agreement bet@@COR and the Company that will define the ongaielationship between them and
their subsidiaries and affiliates after the Diattibn and will provide for an orderly separatiortloé two companies. The following descript
of the Distribution Agreement summarizes the mateéerms of such agreement. The agreement wasa#eh exhibit to this report.

Distribution Agreement

The Company has entered into a distribution agreemigh CIRCOR providing for, among other thingse tprincipal corporate transactions
required to effect the distribution, the conditignecedent to the distribution, the allocation et the Company and CIRCOR of certain
assets and liabilities, the settlement of intercanypaccounts between the Company and CIRCOR, inifieation obligations of the
Company and CIRCOR, and certain other transitiocargements.

The distribution agreement provides generally #tlehssets and liabilities that are associatedusietly with the business of CIRCOR will be
transferred to or retained by CIRCOR, includingai@rcapitalized lease obligations and obligationder industrial revenue bonds totaling
approximately $12.5 million. Under the distributiagreement, the Company will retain sole respolitsithor all other external debt for
borrowed money and other financings (including@uenpany's' publicly held bonds) with the exceptibapproximately $96 million
outstanding under the Company credit facility, vihwall be assumed by CIRCOR. The distribution agrert provides that all assets and
liabilities of the Company that are not identifieddescribed as being the property or responsitmfitCIRCOR will remain the property or
responsibility of the Company.

The Company and CIRCOR have each agreed to indgna@fend and hold harmless the other party arglitsidiaries and their respective
directors, officers, employees and agents fromagyainst any and all damage, loss, liability andease arising out of or due to the failure of
the indemnitor or its subsidiaries to pay, perfamnotherwise discharge any of the liabilities oligditions for which it is responsible under
terms of the distribution agreement, which inclusléhject to certain exceptions, all liabilities afiigations arising out of the conduct or
operation of their respective businesses beforer afiter the distribution date. The distributiagreement includes procedures for notice and
payment of indemnification claims and provides thatindemnifying party may assume the defensaetlaim or suit brought by a third

party.

The distribution agreement provides generally ¢ghportion of the assets of the tax-qualified retieat plans currently maintained by the
Company will be transferred after the distributtorsimilar qualified retirement plans establishgd®RCOR. In the case of the Company
401(k) plan, the amount transferred will be theueabf the accounts of employees of companies imdteumentation and fluid regulation &
petrochemical businesses. In the case of other @oynpension plans, the portion of plan assetsfeams! will be based generally on the
percentage of plan liabilities attributable to pparticipants who will be CIRCOR employees aftar dlistribution.

CIRCOR and its subsidiaries have historically beetuded with the Company and its subsidiaries §ingle consolidated group for United
States federal income tax purposes. Under UnitattSfederal income tax law, each member of a diolased group is jointly and severally
liable for the United States federal income takility of each other member of the consolidatedugroAccordingly, members of the CIRC(
group could be
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held liable by the IRS for federal income tax llatgs arising from periods beginning before thstdbution date.

The tax sharing provisions of the distribution agnent provide that the Company will be respondiieall domestic income taxes
attributable to taxable periods beginning beforedtstribution date. For domestic income taxesbattable to taxable periods beginning on or
after the distribution date, the tax sharing priovis of the distribution agreement provide that@uenpany will be responsible for domestic
income taxes of the Company group, and that CIR@@be responsible for domestic income taxes ef@RCOR group. The tax sharing
provisions also provide that taxes other than ddimascome taxes will be the responsibility of t@empany or CIRCOR according to
whether the tax is attributable to the assets sinass operations of the Company group or the CIRG@up.

In addition, the tax sharing provisions of the iiligttion agreement provide that CIRCOR will indefgrthe Company for taxes arising from
any act or omission by CIRCOR which causes theibligton to be taxable. The tax sharing provisiohthe distribution agreement also
provide that the Company will indemnify CIRCOR taxes arising from any act or omission by the Camgpahich causes the distribution to
be taxable.

CIRCOR has agreed in the tax sharing provisiorth@tistribution agreement to engage in a pubfierofg of a significant amount of
CIRCOR stock within one year of the distributiorsiccordance with statements and representations mathe Company in its request for
the ruling from the IRS regarding the distributidie timing, completion and size of any public dfig will be subject to market conditions.
CIRCOR has also agreed in the tax sharing provisadrthe distribution agreement not to engage withio years of the distribution in any
merger, reorganization, acquisition, equity restrting or other transaction that results in onenore individuals or entities acquiring a 50%
or greater interest in CIRCOR. CIRCOR has alsoejie the tax sharing provisions of the distribntagreement that it will not take any
action that is inconsistent with the statementsrapdesentations made by the Company in its redaetite ruling from the IRS regarding the
distribution. The Company has agreed in the taxisparovisions of the distribution agreement rehgage within two years of the
distribution in any merger, reorganization, acgiosi, equity restructuring or other transactiont tiesults in one or more individuals or
entities acquiring a 50% or greater interest inGeenpany. The Company has also agreed in the &nghprovisions of the distribution
agreement that it will not take any action thahtonsistent with the statements and representatiade by the Company in its request fo
ruling from the IRS regarding the distribution. Tla& sharing provisions of the distribution agreatq@ovide, however, that CIRCOR or the
Company may act or fail to act in a way contraryhi® commitments referred to in this paragraptr diftet obtaining an opinion from
Goodwin, Procter & Hoar LLP (or other mutually aptable law firm) or a ruling from the IRS to thdeadt that such action (or inaction) will
not cause the distribution to be taxable to eitherCompany or the Company's shareholders.

Other Relationships and Related Transactions

Mr. Timothy P. Horne, a director of the Companyalso a director of CIRCOR and after the Distribatibeneficially owns voting securities
entitled to approximately 81.3% of the voting powéthe outstanding Company common stock and afpiately 29.9% of the voting pow
of the outstanding CIRCOR common stock.

Mr. Daniel J. Murphy, lll, a director of the Comparis also a director of CIRCOR, and serves on eachpany's compensation committee.
Mr. Murphy is not an executive officer of eithemapany.

Mr. David F. Dietz, a director of CIRCOR, has afpssional corporation which is a partner of GoogwArocter & Hoar LLP, a law firm
which provides legal services to both the Compard/@IRCOR.
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George B. Horne, the father of Timothy P. Horneerees monthly payments of $7,959 ($95,505 annpfiyn the Watts Industries, Inc.
Retirement Plan for Salaried Employees.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

WATTSINDUSTRIES, INC.

By: /s/ Kenneth J. MAvoy

Kenneth J. MAvoy

Chi ef Financial Oficer and Treasurer
(Principal Financial and Accounting O ficer),
Secretary, and Director

DATED: October 28, 1999
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