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5,000,000 Shares

JWATTS’

WATER TECHNOLOGIES

Class A Common Stock

We are offering 5,000,000 shares of Class A comstock.

Our Class A common stock is listed on the New Y8ttick Exchange under the symbol "WTS." On Novenise2006, the closing price of
our Class A common stock on the New York Stock Exge was $41.58 per share.

Per Share Total
Public offering price $ 40.0C $ 200,000,00
Underwriting discounts and commissic $ 1.9C $ 9,500,001
Proceeds to Watts Water Technologies, before exs $ 38.1( $ 190,500,00

We have granted the underwriters an option forreogef 30 days to purchase up to 750,000 additishares of our Class A common stock
at the public offering price less the underwritadigcounts and commissions to cover over-allotments.

Investing in our Class A common stock involves risk See "Risk factors" beginning on page S-7 of thigrospectus supplement for
more information.

Neither the Securities and Exchange Commissiorangistate securities commission has approved appisved of these securities
determined if this prospectus supplement or thempanying prospectus is truthful or complete. Aagresentation to the contrary is a
criminal offense.

The underwriters expect to deliver the shares on oabout November 21, 2006.
JPMorgan
KeyBanc Capital Markets
Robert W. Baird & Co.

SunTrust Robinson Humphrey

November 15, 200
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You should rely only on the information containegdraorporated by reference in this prospectus kumpent and the accompanying
prospectus. We have not, and the underwriters hatyeauthorized any other person to provide yot different information. If anyone
provides you with different or inconsistent infortioa, you should not rely on it. We are not, anel tinderwriters are not, making an offer to
sell these securities in any jurisdiction wheredffer or sale is not permitted. You should asstina¢ the information appearing in this
prospectus supplement, the accompanying prospactuthe documents incorporated by reference israteconly as of their respective dal
Our business, financial condition, results of ofieres and prospects may have changed since thtse da

Unless otherwise provided in this prospectus supeid, trademarks identified by ® and ™ are regéstearademarks or trademarks,
respectively, of Watts Water Technologies, Indt®subsidiaries.
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About this prospectus supplement

This prospectus supplement supplements the accoimggprospectus that is part of a registrationestegnt that we filed with the Securities
and Exchange Commission, or the SEC, using a "stegjfstration process. Under the shelf registraitatement, we may sell Class A
common stock, preferred stock, debt securitiespsitgry shares, warrants, stock purchase contaactstock purchase units, or any
combination of these securities, in one or moreroffys with a total offering price of up to $30000800. This prospectus supplement prov
specific information about the offering of sharé®or Class A common stock under the shelf redistnastatement. You should carefully re
this prospectus supplement, the accompanying pcaspand the information incorporated by referehtease there are any differences or
inconsistencies among this prospectus supplentenadcompanying prospectus and the informatiorrjpurated by reference, you should
only rely on the information contained in the doamnhwith the latest date. Please refer to the inédion and documents listed under the
heading "Information Incorporated By Referencethia accompanying prospectus.

Forward-looking statements

This prospectus supplement, including the infororathcorporated by reference in this prospectugplsapent, contains forward-looking
statements within the meaning of Section 27A of3keurities Act of 1933 and Section 21E of the 8tes Exchange Act of 1934. All
statements, other than statements of historicés fatcluded in this prospectus supplement, onfarmation incorporated by reference in this
prospectus supplement, regarding our strategyrduiperations, financial position, future revenymejected costs, prospects, plans and
objectives of management are forward-looking stat@s The words "anticipates,” "believes," "estgsdt "expects,” "predicts," "potential,”
"intends," "continue," "may," "plans," "projectsyill," "should," "could," "would" and similar exgssions are intended to identify forward-
looking statements, although not all forward-logkstatements contain these identifying words.

We cannot guarantee that we actually will achiéneeplans, intentions or expectations discloseduimfarward-looking statements, and you
should not place undue reliance on our forward-laglstatements. Forward-looking statements arer@mtily subject to risks, uncertainties
and assumptions. Actual results or events coufdrdifiaterially from the plans, intentions and exptons disclosed in the forward-looking
statements that we make. We have included impofdatrs in the cautionary statements includedhis prospectus supplement and the
accompanying prospectus, particularly under thelingd'Risk Factors," that we believe could caudeaaesults or events to differ
materially from the forward-looking statements that make. Our forward-looking statements do ndeotfthe potential impact of any future
acquisitions, mergers, dispositions, joint venturesvestments that we may be a party to or méke do not assume any obligation to upi
any forward-looking statements.
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Summary

Because thisis a summary, it does not contain all the information about Watts Water Technologies, Inc. that may be important to you. To
understand the specific terms of the offering, you should read this prospectus supplement and the accompanying prospectus carefully. You
should also carefully read the section entitled "Risk Factors" in this prospectus supplement and in the accompanying prospectus and the
documents identified under the caption "Information Incorporated By Reference” in the accompanying prospectus. Unless otherwise indicated,
referencesto "we," "our," "ours," "us," "our company,” "Watts" and "Watts Water Technologies' refer, collectively, to Watts Water
Technologies, Inc. and its consolidated subsidiaries.

Our business

We are a leading supplier of products used in theemquality, water conservation, water safetywater flow control 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 believe that we
have the broadest range of products in terms afjdebstinction, size and configuration in a majpf our principal product lines. Our
principal product lines include:

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

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

. 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 osmog&ams for both commercial and residential appbot

. thermostatic mixing valves for tempering water @manmercial and residential applications;

. systems for under-floor radiant applications andraulic pump groups for gas boiler manufactureis r@mewable energy

applications, including solar heat pumps;
. flexible stainless steel connectors for natural lequdd propane gas in commercial food service @sidential applications; and

. large diameter butterfly valves for use in Chiveger infrastructure.

We sell our products to wholesale distributorsjtegpurself, or DIY, chains, such as The Home Deput. and Lowe's Companies, Inc., and
original equipment manufacturers, or OEMs. Mosbuif sales are of products approved under regulatandards incorporated into state and
municipal plumbing, heating, building and fire gration codes in North America and Europe. We havssistently advocated the
development and enforcement of such codes and mernaimitted to providing products to meet thesaddads, in particular, safety and
control valve products. We maintain quality contiob testing procedures at each of our
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manufacturing facilities in order to manufacturegucts in compliance with code requirements. Addaily, a majority of our manufacturing
facilities are ISO 9000, 9001 or 9002 certifiedtbg International Organization for Standardization.

Our industry

We estimate the annual global water market to Ipecsgimately $365 billion, of which the market thatr products address is approximately
$60 billion. Within the markets we serve, our sasasrelatively balanced between residential amdneercial segments, with renovations and
remodeling driving a significant portion of demaiod our products.

Competition for sales in the water quality, watengervation, water safety and water flow controtkets is generally based on brand
preference, engineering specifications, plumbindea@quirements, price, technological expertiskyely times and breadth of product
offerings. The competitive environment in our intyss characterized by:

Consolidation of manufacturers.  Our industry has experienced significant cadsgion over the past decade due to the benefitscodased
scale and broader product offerings. Many of ounjgetitors have made numerous acquisitions or haga bhcquired themselves one or more
times. Despite the ongoing consolidation, our ingusemains highly fragmented, with numerous corntpest and continued opportunities for
further acquisitions.

Consolidation of North American and European wholesale distributors.  The wholesale distribution channels for ourduets in North
America and Europe are becoming more concentratell year. For example, in March 2006, The Home Dépo. acquired Hughes Supp
Inc., one of the largest wholesale distributorblarth America. We believe that our product breatt ability to act as a single source of
supply continues to make us an attractive vendarttolesale distributors in North America.

LargeDIY market. The DIY market in the U.S. is estimated to ppraximately $200 billion. We have experienced Bigant growth in
sales of our products in the DIY market since engethat market in 1995, resulting in sales of agpnately $165 million in 2005. We
believe that our sales in the DIY market have iase&l primarily due to our development of unique pevducts and successful
merchandising efforts, the expansion of the manktt the growth of large national chains, and duitity to fill orders completely and on-
time. In addition, our recent acquisition of ATSpgaxsion Group in France will allow us to expana itite DIY market in various European
markets.

Our competitive strengths

Comprehensive portfolio of leading water-related products.  We focus on supplying products for water-redatearkets, including water
quality, water conservation, water safety and widev control. Our comprehensive portfolio of watetated products provides our custon
with purchasing efficiency and ease of servicewhslesale distribution customers have consolid#tiedt vendor base to reduce costs, our
broad product offerings have made us more attraeté/a single source for their product needs.

Brand preference and leading market positions.  We believe our leading product lines of backfioreventers, water pressure regulators,
temperature and pressure relief valves, and theatiosnixing valves have the highest brand namépeace and brand name
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recognition in North America. We further believedemsers of valves and related systems place agngghium on product quality and
reliability, and our strength and reputation inshe@reas have contributed to our leading markétiqus.

Successful track record of identifying and integrating acquisitions.  We have successfully acquired and integratecb8@panies since 1999.
Our experience in acquiring businesses has resultiegproved financial performance of the acquicethpanies, increased our global
presence and expanded our product line. We inmegpportunities that enable us to expand our exjgtroduct offering, enter new product
and geographic markets, and acquire new techn@ogdymanufacturing capabilities.

Global manufacturing capabilities.  Our sophisticated manufacturing equipment aodgsses allow us to shift manufacturing of a paldr
product across our global manufacturing network.dae therefore source our products globally acoortth costs and customer demand. In
addition, we are continuing to source more of oanofacturing from lower-cost majority- or wholly-aed operations in China, Bulgaria and
Tunisia.

Technological expertise and new product introductions.  We have developed technological expertise érdsign and manufacture of water-
related products and solutions. For instance, wenty developed and marketed the first line afifiee water supply connectors with a built-
in shutoff device. Our FloodSafe™ auto-shutoff aeetors protect homes and businesses from potgntitihstrophic water damage resulting
from burst or broken water supply connectors. Iditmh, our Watts Radiant division recently desidritydronex™ radiant heating panels.
Our Hydronex panels are pre-engineered and mamméaktin three typical modular configurations fodieant heating applications, providing
installers with an alternative to costly customHopanels.

Efficient distribution and reduced transaction costs.  Over the past five years, we have made signifitmprovements in our distribution
capabilities that have increased the quality ofausr service and resulted in reduced transactistscWe have upgraded our information
technology systems, enabling us to increase oet Efelectronic data interchange transactionsctvhias improved delivery time and fill
rates, allowing our customers to maintain loweeimories.

Experienced management team.  Our senior management team has significantresquee in the design, manufacturing, distribution,
merchandising and sale of products in our indu€ty. executive management team has an averagaeefaars of service with our compa
In addition, this team has substantial experiendbe acquisition and integration of businessegressive cost management, global opera
and efficient manufacturing techniques, all of whare critical to our long-term growth strategy.

Our growth strategy

Our "Water by Watts" strategy is to be the leagingvider of water quality, water conservation, waafety and water flow control products
for the residential and commercial markets in Néwherica, Europe and China. Our primary objecti/&igrow earnings by increasing sales
within existing markets, expanding into new markégtgeraging our distribution channels and custobase, making selected acquisitions,
reducing manufacturing costs and advocating fodthelopment and enforcement of industry standards.
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Growing saleswithin existing markets.  We intend to continue to introduce productsiisting markets by enhancing our preferred brands,
developing new complementary products, promotingntling code development to drive sales of safetiyveatter quality products and
continually improving merchandising in both the Dd¥id wholesale distribution channels. For examyith, our June 2005 acquisition of the
water softener business of Alamo Water Refiners, lor Alamo, we broadened our product line inwlaer purification market by adding a
well-known brand of water softeners for both resits and commercial applications.

Expanding into new product and geographic markets.  We continually target selected new product geaographic markets based on growth
potential, including our ability to leverage oulising distribution channels. For instance, in JagR005, we acquired HF Scientific, Inc., a
manufacturer of instrumentation, test kits and deahreagents used for monitoring water qualitythvéipplications for laboratory and field
use. With the acquisition of HF, we entered theawatonitoring market, which complements our maf&efiltration and other water quality
products. In addition, with our acquisition of Clgaha Valve Works in April 2006, we entered the waterks and water distribution markets
in China.

Leverage our distribution channels and customer base.  We continually leverage our distribution chasrbrough the introduction of new
products, as well as the integration of productswfacquired companies. For example, our recantisition of ATS Expansion Group based
in France will allow us to expand into the DIY matkn various European markets. We also intendttoduce ATS' product lines into our
existing wholesale distribution channels in othardpean markets. Another example is our Decemb@s a0quisition of Dormont
Manufacturing Company based in Export, Pennsylvddéamont is a leading manufacturer of gas connedtothe United States. Watts he
strong presence in the North American wholesaleéetawhich will allow us to introduce Dormont'sédiof gas connectors in a more
meaningful way into that distribution channel. Wsoaintend to introduce Watts' line of plumbing drehting safety products into Dormont's
commercial food service distribution channel.

Making selected acquisitions.  We intend to continue to generate growth bgdting selected acquisitions, both in our core retsrks well

as new complementary markets. We have completett @@isitions since divesting our industrial andamiti gas business in 1999, including
nine acquisitions in 2005 and five acquisitionsimgithe first three quarters of 2006. Our acquisitstrategy focuses on businesses that
manufacture preferred brand name products thataddrur themes of water quality, water safety, maiaservation, water flow control and
related complementary markets. We target busingBaesvill provide us with one or more of the fallimg: an entry into new markets, an
increase in shelf space with existing customersngtbrand names, a new or improved technologyn@xaansion of the breadth of our Wi
by Watts offering. In the first nine months of 208&les from acquisitions contributed approximagdlyl% to our total sales growth over the
comparable period of 2005.

Reducing manufacturing costs.  We are committed to reducing our manufactudosts through a combination of expanding manufagjur
in lower-cost countries and consolidating our ddeamanufacturing operations in North America antbge. We have acquired a number of
manufacturing facilities in lower-cost regions sashChina, Bulgaria and Tunisia, and plan to caetito shift production to these lower-cost
regions.
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Advocate development and enforcement of standards.  We have consistently advocated the developrmahienforcement of plumbing codes
and are committed to providing products to meetetsandards, particularly for safety and contabve products. For example, we
participated in the effort to include thermostatiald protection in the American Society of Sagiangineers Standard ASSE 1016 and the
subsequent adoption of that standard into natiandlstate plumbing codes. These codes serve aspetitive barrier to entry by requiring
that products sold in select states meet stringrétetia.

Corporate information

We were incorporated in Delaware in 1985. Our ppalcexecutive offices are located at 815 Chesiirget, North Andover, Massachusetts
01845-6098, and our telephone number at that locddi (978) 688-1811. We maintain a web siteastv.wattswater.com . The information
contained on our web site is not part of this peasps supplement or the accompanying prospectus.
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The offering

Class A common stock offeret 5,000,000 share

Over-allotment option We have granted the underwriters an option to msehp to
750,000 shares of Class A common stock solely vercover-
allotments

Class A common stock to be 30,440,882 shares. This number excludes 7,29388@s of

outstanding after this offering Class A common stock issuable upon the converdion o

outstanding shares of our Class B common st

Use of proceeds We expect to use the net proceeds from the sdaledtlass A
common stock sold by us hereby for general corpgratposes,
including the funding of future acquisitior

Voting rights Holders of our Class A common stock have one vetespare @
Class A common stock. Holders of our Class B comstonk
have ten votes per share of Class B common staek. S
"Description of Class A Common Stock" on page 3thef
accompanying prospectus for more informat

Dividends We have paid cash dividends since our initial pubffering in
1986. See "Price range of Class A common stockyage S-17
of this prospectus supplement for more informat

New York Stock Exchange symbo WTS

The number of shares of our Class A common stotletoutstanding after this offering is based omitlmaber of shares of Class A common
stock outstanding as of October 31, 2006. This rarrdbes not include:

. an aggregate of 1,191,895 shares issuable upooisxef stock options outstanding under our stqatioa plans as of October 31,
2006;

. an additional 2,221,027 shares available for futmest or issuance pursuant to our stock optionsptes of October 31, 2006;

. 510,170 shares reserved for issuance under ourgaarent stock purchase plan as of October 31, 2006;

. 750,000 shares issuable upon exercise of the unitensvover-allotment option; and

. 7,293,880 shares reserved for issuance upon coonasshares of our Class B common stock as obkat31, 2006.
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Risk factors

You should carefully consider the risk factors set forth below, as well as the other information appearing in this prospectus supplement, the
accompanying prospectus and the documents to which we refer you, including those incorporated by reference, before making an investment in
our Class A common stock.

Risk factors relating to our business
We face intense competition and, if we are not atdeespond to competition in our markets, our renges may decrease.

Competitive pressures in our markets could adveesébct our competitive position, leading to a ibke loss of market share or a decrea:
prices, either of which could result in decreasaanues and profits. We encounter intense commeiiti all areas of our business.
Additionally, customers for our products are attéingpto reduce the number of vendors from whicly therchase in order to reduce the size
and diversity of their inventories and their trastgan costs. To remain competitive, we will neednteest continually in manufacturing,
marketing, customer service and support and otnillision networks. We may not have sufficient i@s@s to continue to make such
investments and we may be unable to maintain ompetitive position. In addition, we anticipate thsg may have to reduce the prices of
some of our products to stay competitive, potelyti@sulting in a reduction in the profit margirrfand inventory valuation of, these
products. Some of our competitors are based ingoreountries and have cost structures and pricésréign currencies. Accordingly,
currency fluctuations could cause our U.S. dollacgul products to be less competitive than our aitgrs' products which are priced in
other currencies.

Reductions or interruptions in the supply of raw neaials and increases in the costs of raw materiataild reduce our profit margins an
adversely affect our ability to meet our customeliglery commitments.

We require substantial amounts of raw materiatduding bronze, brass, cast iron, steel and plastitsubstantially all of the raw materials
we require are purchased from outside sourcesaVaiability and costs of raw materials may be sabjo curtailment or change due to,
among other things, new laws or regulations, sepglallocations to other purchasers, interruptionroduction by suppliers and changes in
exchange rates and worldwide price and demanddeWé typically do not enter into long-term suppireements. Our inability to obtain
adequate supplies of raw materials for our prodatctavorable costs, or at all, could have a maltedverse effect on our business, financial
condition or results of operations by decreasingpoafit margins and by hindering our ability tolider products to our customers on a timely
basis. The costs of many of these raw materialataiee highest levels that they have been in nyaays. We may continue to experience
further cost increases of these materials. Dutiedfitst nine months of 2006, cost increases inmaiterials were not completely recoveret
increased selling prices or other product costcgdns. If we are not able to reduce or eliminat éffect of these cost increases through
lowering other costs of production or successfirfiplementing price increases to our customers, soshincreases from our vendors could
continue to have a negative effect on our finan@aults. Additionally, we continue to purchaseéased levels of finished product from
international sources. If there is an interrupiiodelivering these finished products to our domcestrehouses, this could have a negative
effect on our financial results.
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Implementation of our acquisition strategy may nbé successful, which could affect our ability todrease our revenues or ol
profitability.

One of our strategies is to increase our revenu@peofitability and expand our markets throughuasitions that will provide us with
complementary water-related products and increas&enhshare for our existing product lines. We caifre certain that we will be able to
identify, acquire or profitably manage additionahwganies or successfully integrate such additioaalpanies without substantial costs,
delays or other problems. Also, companies acquiedntly and in the future may not achieve revenpiesditability or cash flows that justify
our investment in them. We expect to spend siganifidime and effort in expanding our existing besses and identifying, completing and
integrating acquisitions. In particular, we expiett management will continue to devote a signifiGanount of time and effort over the next
several months to improve the operational resiltsiorecently acquired subsidiary, Core Industhies, including improvements in its
profitability, customer satisfaction and revenuevgih rate. If we are not successful in implementimese improvements, our financial results
may be negatively affected. We have faced incrgasimpetition for acquisition candidates which heagulted in significant increases in the
purchase prices of many acquisition candidates @dinpetition, and the resulting purchase pricesgses, may limit the number of
acquisition opportunities available to us, posslbbding to a decrease in the rate of growth ofreuenues and profitability. In addition,
acquisitions may involve a number of special risksluding, but not limited to:

. inadequate internal controls over financial repgrtand our ability to bring such controls into cdiaupce with the requirements of
Section 404 of the Sarbanes-Oxley Act of 2002 imaly manner;

. adverse short-term effects on our reported opeyaéaults;

. diversion of management's attention;

. investigations of, or challenges to, acquisitiopsbmpetition authorities;
. loss of key personnel at acquired companies; and

. unanticipated management or operational problenfsgal liabilities.

We are subject to risks related to product defeethjch could result in product recalls and could bject us to warranty claims in excess of
our warranty provisions or which are greater thamtcipated due to the unenforceability of liabilitfmitations.

We maintain strict quality controls and procedunesluding the testing of raw materials and safesting of selected finished products.
However, we cannot be certain that our testing mgilieal latent defects in our products or the niltefrom which they are made, which may
not become apparent until after the products haemIsold into the market. Accordingly, there issk that product defects will occur, which
could require a product recall. Product recalls lbamxpensive to implement and, if a product rematurs during the product's warranty
period, we may be required to replace the defegieduct. In addition, a product recall may damagerelationship with our customers and
we may lose market share with our customers. Gaurance policies may not cover the costs of a ptodcall.

Our standard warranties contain limits on damageseaclusions of liability for consequential damsag@ad for misuse, improper installation,
alteration, accident or mishandling while in the
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possession of someone other than us. We recordcamah for estimated warranty costs at the timenee is recognized. We may incur
additional operating expenses if our warranty piorn does not reflect the actual cost of resol@sges related to defects in our products. If
these additional expenses are significant, it cadbdkersely affect our business, financial conditiod results of operations.

We face risks from product liability and other lawis, which may adversely affect our business.

We have been and may continue to be subject towsproduct liability claims or other lawsuits, luimting, among others, that our products
include inadequate or improper instructions for aisestallation, or inadequate warnings conceritirgeffects of the failure of our products.
In the event that we do not have adequate insurancentractual indemnification, damages from thelaans would have to be paid from our
assets and could have a material adverse effemtioresults of operations, liquidity and finanaiahdition. We, like other manufacturers and
distributors of products designed to control argltate fluids and gases, face an inherent riskpbsure to product liability claims and other
lawsuits in the event that the use of our prodessits in personal injury, property damage or hess interruption to our customers.
Although we maintain strict quality controls an@pedures, including the testing of raw materials safety testing of selected finished
products, we cannot be certain that our produdisheicompletely free from defect. In addition,dertain cases, we rely on third-party
manufacturers for our products or components ofppoducts. Although we have product liability arehgral insurance coverage, we cannot
be certain that this insurance coverage will cargito be available to us at a reasonable cosf,arailable, will be adequate to cover any
such liabilities. For more information, see "Busise-Product liability, environmental and other Eiipn matters."

Down economic cycles, particularly reduced levefgesidential and nor-residential starts and remodeling, could have arvadse effect ol
our revenues and operating results.

We have experienced and expect to continue to e fluctuations in revenues and operating reslile to economic and business cycles.
The businesses of most of our customers, partigydirmbing and heating wholesalers and home imgment retailers, are cyclical.
Therefore, the level of our business activity hasrbcyclical, fluctuating with economic cycles. lso believe our level of business activity
is influenced by residential and non-residentiaftstand renovation and remodeling, which areyiin,theavily influenced by interest rates,
consumer debt levels, changes in disposable incemployment growth and consumer confidence. Iféreesd other factors cause a material
reduction in residential and non-residential andadeling starts, our revenues and profits wouldetse and result in a material adverse
effect on our financial condition and results oémgtions.

Economic and other risks associated with internatad sales and operations could adversely affect business and future operatin
results.

Since we sell and manufacture our products worldwadir business is subject to risks associatedduiting business internationally. Our
business and future operating results could be éditmy a variety of factors, including:

. trade protection measures and import or expoméit®y requirements, which could increase our aufstioing business international
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. potentially negative consequences from changesxitatvs, which could have an adverse impact orpoufits;

. difficulty in staffing and managing widespread agérns, which could reduce our productivity;

. costs of compliance with differing labor regulasoespecially in connection with restructuring ouerseas operations;

. natural disasters and public health emergencies;

. laws of some foreign countries, which may not prbtaur intellectual property rights to the sameeexias the laws of the United
States; and

. unexpected changes in regulatory requirements,hahiy be costly and require time to implement.

Fluctuations in foreign exchange rates could matety affect our reported results.

We are exposed to fluctuations in foreign curresicées a portion of our sales and certain portidrmaipcosts, assets and liabilities are
denominated in currencies other than U.S. dolkpgproximately 37.0% of our sales during the yeateshDecember 31, 2005 were from
sales outside of the U.S. compared to 38.5% foyé¢iae ended December 31, 2004. For the year endedriber 31, 2005, the depreciatiol
the euro against the U.S. dollar had a negativeainpn sales of approximately $2.9 million. For ylears ended December 31, 2004 and
2003, the appreciation of the euro against the dbfar had a positive impact on sales of approxatye$20.9 million and $31.1 million,
respectively. Additionally, our Canadian operatioaguire significant amounts of U.S. purchasegHeir operations. Instead of buying or
manufacturing domestically, we currently have afable cost structure for goods we source fromj@ut venture, our wholly-owned
subsidiaries in China and our outside vendors0Bb2 China revalued its currency higher againstii®& dollar and stated it would no longer
tie the yuan to a fixed rate against the U.S. ecuayeThe yuan was revalued to 8.11 yuan per dfviten 8.28, or 2.1%. At December 31, 2C
the yuan was valued at 8.07. China also statedlihow peg the yuan against numerous currencigspagh it will keep the yuan in a tight
band rather than letting it trade freely. For tleeigpd January 1, 2006 to October 1, 2006, the éf@oadian dollar and yuan increased in v
by approximately 7%, 4% and 2%, respectively, agidime U.S. dollar. If our share of revenue anatpases in non-dollar denominated
currencies continues to increase in future periegshange rate fluctuations will likely have a geeampact on our results of operations and
financial condition.

There are risks in expanding our manufacturing opeions and acquiring companies in China.

As part of our strategy, we are shifting a portadrour manufacturing operations to China to redmseproduction costs and to sell product
into the Chinese market. This shift will subjearaater portion of our operations to the risksahgd business in China. In addition, we have
increased our participation in the Chinese watdr@ower infrastructure markets with our recent &itjan of Changsha Valve Works.
Changsha sells exclusively into the domestic Cleimaarketplace and enters into long-term sales &cistrThe increased production levels in
China require increased levels of working capitah& are rapidly increasing headcount and manufagtequipment. If we are unable to
quickly train these new employees we may experi@naduct quality issues. The Chinese central aodl lgovernment authorities have a
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higher degree of control over our businesses im&than is customary in many of the countries iictvive operate and makes the process of
obtaining necessary regulatory approval in Chiteiantly unpredictable. For instance, the locah€bé authorities in Tianjin, China

informed us that property owned by our TWT jointizee will be taken over by eminent domain by DebenB1, 2007, and we will incur
significant costs in connection with the plan dboation. In addition, the protection accorded praprietary technology and knolsw unde

the Chinese legal system is not as strong as ib/tlited States and, as a result, we may lose viuedzle secrets and competitive advantage.

If we cannot continue operating our manufacturingatilities at current or higher utilization levelsyur results of operations could k
adversely affected.

The equipment and management systems necessding foperation of our manufacturing facilities magdk down, perform poorly or fail,
resulting in fluctuations in our ability to manufare our products and to achieve manufacturingiefficies. We operate a number of
manufacturing facilities, all of which are subjéetthis risk, and such fluctuations at any of thiesdities could cause an increase in our
production costs and a corresponding decreaseriprofitability. We also have a verticaliptegrated manufacturing process. Each segm
dependent upon the prior process and any breakdoame segment will adversely affect all later camgnts. Fluctuations in our production
process may affect our ability to deliver product®ur customers on a timely basis. Our inabilityrteet our delivery obligations could result
in a loss of our customers and negatively affectmsiness, financial condition and results of afiens.

In addition, we have an ongoing manufacturing testing program to reduce our manufacturing cassswe transition more of our
operations overseas as a result of the manufagttestructuring plan, we are transferring capadityzation. If our planned manufacturing
plant consolidations in the United States and Eeitapd our production capability expansion in Clarenot successful, our results of
operations and financial condition could be matgredversely affected.

If we experience delays in introducing new produatsif our existing or new products do not achieee maintain market acceptance ar
regulatory approvals, our revenues and our profiiity may decrease.

Our failure to develop new and innovative produtso custom design existing products could resuibhe loss of existing customers to
competitors or the inability to attract new bussesither of which may adversely affect our reven@ur industry is characterized by:

. intense competition;

. changes in specifications required by our custonmusnbing codes and/or regulatory agencies;
. technically complex products; and

. constant improvement to existing products and ¢htobions of new products.

We believe our future success will depend, in gartpur ability to anticipate or adapt to thesddexand to offer, on a timely basis, products
that meet customer demands and the requiremeptarbing codes and/or regulatory agencies. Theldpmeent of new or enhanced
products is a complex and uncertain process requihie anticipation of
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technological and market trends. We may experielesggn, manufacturing, marketing or other diffimdf such as an inability to attract a
sufficient number of experienced engineers, thatccdelay or prevent our development, introductepproval or marketing of new products
or enhancements and result in unexpected expehgels.difficulties could cause us to lose businems four customers and could adversely
affect our competitive position; in addition, addegenses could decrease the profitability assetiatth those products that do not gain
market acceptance.

Environmental compliance costs and liabilities calincrease our expenses or reduce our profitabili

Our operations and properties are subject to exteand increasingly stringent laws and regulati@hating to environmental protection,
including laws and regulations governing air enaissj water discharges, waste management and dispubworkplace safety. Such laws
and regulations can impose substantial fines anctisas for violations and require the installatmfrcostly pollution control equipment or
operational changes to limit pollution emissiond/andecrease the likelihood of accidental hazasdabstance releases. We could be
required to halt one or more portions of our operet until a violation is cured. We could also ladle for the costs of property damage or
personal injury to others. Although we attempt pemate in compliance with these environmental lamesmay not succeed in this effort at all
times. The costs of curing violations or resolvergorcement actions that might be initiated by goreent authorities could be substantial.

Under certain environmental laws, the current aawt pwners or operators of real property may tbedifor the costs of cleaning up
contamination, even if they did not know of or war responsible for such contamination. These kE@&s impose liability on any person
who arranges for the disposal or treatment of lthmes waste at any site. We have been named agrtipdy responsible party or are
otherwise conducting remedial activities with redtge a limited number of identified contaminatégs, including sites we currently own or
operate. There can be no assurances that our dvimersd operation of real property and our disposataste will not lead to other liabilities
under these laws.

We have incurred, and expect to continue to inoosts relating to environmental matters. In addititew laws and regulations, stricter
enforcement of existing laws and regulations, tiseavery of previously unknown contamination or ilmposition of new clean-up
requirements could require us to incur additiomaits or become the basis for new or increaseditiabithat could be significant.
Environmental litigation, enforcement and compliaace inherently uncertain and we may experiergig@fgiant costs in connection with
environmental matters. For more information, seesiBess—Product liability, environmental and offitegation matters."

Third parties may infringe our intellectual propeytand we may expend resources enforcing our rigbtsuffer competitive injury.

We rely on a combination of patents, copyrightsdémarks, trade secrets, confidentiality provisemd licensing arrangements to establish
and protect our proprietary rights. We may be negfito spend resources to monitor and police deliéttual property rights. If we fail to
successfully enforce our intellectual property tgglour competitive position could suffer, whichutcbharm our operating results. We have
been limited from selling products from time-to-&rhecause of existing patents.

S-12




The requirements of Financial Accounting Standard&ard Statement No. 142, "Goodwill and Other Intaitde Assets" (FAS 142) may
result in a write-off of all or a portion of our godwill, which would negatively affect our operatingsults and financial condition.

As of October 1, 2006, we recorded goodwill and-aorortizable intangible assets of $349.6 million &B6d.5 million, respectively. If we a
required to take an impairment charge to our gotb@wintangible assets in connection with the iegments of FAS 142, our operating
results may decrease and our financial conditiop beaharmed. Under FAS 142, goodwill and identifiaibtangible assets that have
indefinite useful lives are no longer amortizedliém of amortization, we are required to performasnual impairment review of both
goodwill and non-amortizable intangible assets.ddfecluded that no impairment existed at Octobe2805, the time of our latest annual
review. We perform our annual test for indicatiofigoodwill and non-amortizable intangible assetpairment in the fourth quarter of our
fiscal year or sooner if indicators of impairmenrise

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

Our largest customer, Home Depot and its wholly-esveubsidiaries, accounted for approximately $&8lkon, or 10.7%, of our total net
sales for the year ended December 31, 2005, an® $@#ion, or 10.3%, of our total net sales fomy@nded December 31, 2004. Our
customers generally are not obligated to purchageranimum volume of products from us and are ableerminate their relationships with
us at any time. In addition, increases in the grimieour products could result in a reduction idess for our products from Home Depot and
other customers. A significant reduction in ordeosn, or change in terms of contracts with, Home®teor other significant customers could
have a material adverse effect on our future resflbperations.

Certain indebtedness may limit our ability to paividiends, incur additional debt and make acquisit®and other investments.

Our revolving credit facility and other senior ifdedness contain operational and financial coveriduatt restrict our ability to make
distributions to stockholders, incur additional tlabd make acquisitions and other investments snlessatisfy certain financial tests and
comply with various financial ratios. If we do mogintain compliance with these covenants, our toeslcould declare a default under our
revolving credit facility or senior notes and ondébtedness could be declared immediately due ayabje. Our ability to comply with the
provisions of our indebtedness may be affectedianges in economic or business conditions beyondantrol.

Risk factors associated with our Class A common st&
One of our stockholders can exercise substantidluence over our company.

As of October 31, 2006, Timothy P. Horne, a mendfeur board of directors, beneficially owned apgneately 22.2% of our outstanding
shares of Class A common stock (assuming conveddiat shares of Class B common stock beneficiallned by Mr. Horne into Class A
common stock) and approximately 99.0% of our outditeg shares of Class B common stock, which reptesgpproximately 73.5% of the
total outstanding voting power. As long as Mr. Hoaontrols shares representing at least a majofrifye total voting power of our
outstanding stock, Mr. Horne will be able to urelaly determine the outcome of all stockholdeegaind other stockholders will not be able
to affect the outcome of any stockholder vote.
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Conversion and sale of a significant number of skearof our Class B common stock could adversely etffae market price of our Class A
common stock.

As of October 31, 2006, there were outstanding4h8B2 shares of our Class A common stock and B893%hares of our Class B common
stock. Shares of our Class B common stock may beerted into Class A common stock at any time on@for one basis. Under the terms
of a registration rights agreement with respedtutstanding shares of our Class B common stockyalaers of our Class B common stock
have rights with respect to the registration ofdhderlying Class A common stock. Under these tegien rights, the holders of Class B
common stock may require, on up to two occasidra,we register their shares for public resaleudfare eligible to use Form S-3 or a
similar short-form registration statement, the leaddof Class B common stock may require that wistegtheir shares for public resale up to
two times per year. If we elect to register anyreba@f Class A common stock for any public offeritige holders of Class B common stock
are entitled to include shares of Class A commoaoksinto which such shares of Class B common shoai beconverted in such registratic
However, we may reduce the number of shares prdpodee registered in view of market conditions. Wik pay all expenses in connection
with any registration, other than underwriting disnts and commissions. If all of the available segyied shares are sold into the public
market the trading price of our Class A commonistauld decline.

Our Class A common stock has insignificant votingyer.

Our Class B common stock entitles its holders movietes for each share and our Class A common stafiftes its holders to one vote per
share. As of October 31, 2006, our Class B comnmrksonstituted 22.3% of our total outstanding owmn stock and 74.1% of the total
outstanding voting power and thus is able to exerai controlling influence over our business.

The trading price of our Class A common stock mag \mlatile.

The trading price of our Class A common stock mayalatile, and fluctuations in the trading pricaymesult in substantial losses for
investors. The trading price of our Class A commtmtk could decline or fluctuate in response tauety of factors, including, but not
limited to, our failure to meet the performancedreates of securities analysts, changes in finamsainates of our revenues and operating
results and/or buy/sell recommendations by seesrénalysts, the timing of announcements by usiocampetitors concerning significant
product line developments, contracts or acquisstionpublicity regarding actual or potential resut performance, fluctuation in our
quarterly operating results caused by fluctuationgvenues and expenses, substantial sales @lass A common stock by our existing
shareholders, general stock market conditions #met @conomic or external factors.
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Use of proceeds

We estimate that the net proceeds from the sadero€lass A common stock by us in this offering gublic offering price of $40.00 per
share will be approximately $190.2 million, afteddicting the underwriting discounts and commissants our estimated offering expenses.
If the underwriters exercise the owatetment in full, the net proceeds from this offfigrwill be approximately $218.7 million. We wilke the
net proceeds from the sale of the Class A commukdiy us in this offering for general corporategmses, including the funding of future
acquisitions. Pending the application of the netpeds, we expect to invest the proceeds in invegtgrade, interest-bearing securities.
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Capitalization
The following table sets forth our consolidateditdjzation:

. as of October 1, 2006, and

. on an adjusted basis to reflect our receipt ofgtanated net proceeds from this offering of 5,000,shares of our Class A common
stock at the public offering price of $40.00 pearsh after deducting the underwriting discounts emrdmissions and estimated
offering expenses. The table below assumes noisgastthe underwriters' option to purchase antadtdil 750,000 shares of Class A
common stock.

October 1, 200!

(Amounts in thousands, except share information) Actual As adjustec

Cash and cash equivalel $ 116,62: $ 306,77

Current portion of lon-term debt $ 7,61€ $ 7,61¢€

Long-term debt, net of current portic $ 457,98 $ 457,98:

Stockholders' equity
Preferred stock ($0.10 par value, 5,000,000 steard®rized; no shares
issued or outstandini — —
Class A common stock ($0.10 par value, 80,000,0@0es authorized,;
25,440,882 shares issued and outstanding actud4®882 shares issuel

and outstanding as adjuste 2,54¢ 3,04

Class B common stock ($0.10 par value, 25,000,0886es authorized;

7,293,880 shares issued and outstanc 72¢ 72¢
Additional paic-in capital 146,82¢ 336,47¢
Retained earning 414 ,88: 414 ,88:
Accumulated other comprehensive incc 21,59% 21,59%

Total stockholders' equi 586,58: 776,73:
Total lon¢-term debt and stockholders' eqt $ 1,044,56. $ 1,234,711
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Price range of Class A common stock

Our Class A common stock is listed on the New Y8ttick Exchange under the symbol "WTS." The follayviable sets forth, for the period
indicated, the high and low sales prices of ous€k common stock on the New York Stock Exchangkcash dividends paid per share.

200¢ 200¢ 200¢

High Low Dividend High Low Dividend High Low Dividend

First Quartel $ 3700 $ 2955 $ 0.0¢$ 3481 $ 29.0C % 0.0¢ $ 2456 % 213 $ 0.07
Second Quarte 40.0z 29.0( 0.0¢ 36.2: 29.7( 0.0¢ 27.11 22.3¢ 0.07
Third Quartel 36.2¢ 28.0¢ 0.0¢ 37.5¢ 27.4¢ 0.0¢ 27.9¢ 24.51] 0.07
Fourth Quarte 45.441)  30.71(1) — 31.7: 25.8( 0.0¢ 32.5¢ 24.9¢ 0.07

1) Through November 15, 2006.

There is no established public trading market far@lass B common stock, which is held exclusiisiymembers of the Horne family. The
principal holders of such stock are subject toriegins on transfer with respect to their shakesch share of our Class B common stock (10
votes per share) is convertible into one sharel@a$<CA common stock (1 vote per share).

Aggregate common stock dividend payments for 2062004 were approximately $10.5 million and apprately $9.1 million,
respectively, and for the nine months ended Octb2006 were approximately $9.0 million. While presently intend to continue to pay
cash dividends, the payment of future cash dividetepends upon the Board of Directors' assessrhent earnings, financial condition,
capital requirements and other factors.

The number of record holders of our Class A comistoak as of October 31, 2006 was 156. The numberaofrd holders of our Class B
common stock as of October 31, 2006 was 8.
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Selected consolidated financial data

You should read the following selected consoliddieancial data in conjunction with our consolidhfenancial statements and notes and the
other information contained in or incorporated bference into this prospectus supplement and thenguanying prospectus. The selected
consolidated balance sheet data as of Decemb@083, 2004 and 2005 and the selected consolidtatatireent of operations data for the
years ended December 31, 2003, 2004 and 2005 leavederived from our consolidated financial stateméhat have been audited

KPMG LLP, our independent registered public accmgntirm, and are incorporated by reference infe grospectus supplement. The
selected consolidated statement of operationsfdathe nine months ended October 2, 2005 and @ctbp2006 and the selected
consolidated balance sheet data as of October05, 8d October 1, 2006 are derived from unauditedalidated financial statements
incorporated by reference into this prospectus lempent. The unaudited consolidated financial statgsifor the nine-month periods have
been prepared on a basis consistent with our alditesolidated financial statements and, in thaiopiof management, include all
adjustments, consisting only of normal recurrinfusiinents, necessary for a fair presentation ofconsolidated financial position and
consolidated results of operations for these peridtie consolidated results of operations for the months ended October 1, 2006 are not
necessarily indicative of results for the year agdbecember 31, 2006 or any future period.

When you read the selected consolidated finaneit, dt is important that you also read the histdriinancial statements and related notes
incorporated by reference into this prospectus lempent and the accompanying prospectus, as willeasection of this prospectus
supplement entitled "Management's Discussion aralysis of Financial Condition and Results of Opera.” The historical results are not
necessarily indicative of future results.

Nine months ende:

Year ended December 3.
(Amounts in thousands, except per October 2 October 1,
share information) 2003(1)(2 2004(1)(3)(4 2005(1)(5)(6 2005(1)(7 2006(1)(8

Statement of operations data:

Net sales $ 701,85¢ $ 824,55¢ $ 924,34t $ 679,93 $ 900,26
Income from continuing operatiol 36,41¢ 48,73¢ 55,02( 39,82« 58,95
Loss from discontinued operations, ne

taxes (3,057) (1,91¢ (4217) (185) (3,35¢)
Net income 33,36: 46,82( 54,59¢ 39,63¢ 55,59¢
Income per share from continuing

operation—diluted 1.32 1.4¢ 1.67 1.21 1.7¢
Loss per share from discontinued

operation—diluted (0.17) (0.0¢) (0.01) (0.01) (0.10
Net income per sha—diluted 1.21 1.4% 1.6¢€ 1.2C 1.6¢
Cash dividends declared per common

share $ 0.25 $ 0.2¢ $ 032 9% 0.2¢ $ 0.27
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As of
As of December 3!

October 2, October 1,
(Amounts in thousands) 200z 200¢ 200t 200t 200¢
Balance Sheet Dat:
Total asset $ 840,91t $ 922,68( $ 1,100,971 $ 953,51¢ $ 1,435,03.
Long-term debt, net of curren
portion 179,06: 180,56 293,35( 185,08: 457,98
1) In December 2004, we decided to divest our intérestir minority owned subsidiary, Jameco Interoraai, LLC (Jameco LLC). We recorded in discontinogérations, net of

@

©)

4)

®)

(6)

@)

®)

taxes, an impairment charge of $739,000 for the gaded December 31, 2004. Also included in disoort operations is the net of tax operating resafittameco LLC of
$54,000 of income and $54,000 of loss for the yeaded December 31, 2003 and 2004, respectivelyeptember 1996, we divested our Municipal Waten@rof businesses,
which included Henry Pratt, James Jones Companyedmaird Barber and Company Ltd. Costs and expertsed to the Municipal Water Group, for 2003, 2@hd 2005
relate to legal and settlement costs associatéuthét James Jones Litigation. The loss, net ofstasensists of $3,111,000, $1,125,000 and $421f@0Me years ended
December 31, 2003, 2004 and 2005, respectivelytsCost of taxes, of $185,000 and $3,358,000 femine months ended October 2, 2005 and Octot#30K, respectively,
were recorded for costs associated with the Jaoresslitigation.

For the year ended December 31, 2003, net incoohedes the following pre-tax costs: restructurifig426,000; other costs consist of: inventory atiiepasset writelowns ant
accelerated depreciation of $479,000; and $75000@éher related charges. The after-tax cost adehitems was $1,084,000.

For the year ended December 31, 2004, net incoohtedes a net after-tax charge of $2,289,000 falageaccrued expense adjustments, which includeslimg, general and
administrative expense after-tax charges of $3p0fbrelated to a contingent earn-out agreemen&@ad,000 for various accrual adjustments and $4&Pr8corded as an
income tax benefit.

For the year ended December 31, 2004, net incontedes the following pre-tax costs: restructurifigg®5,000 and other costs consisting of accelerdépaeciation of
$2,873,000. The after-tax cost of these items wla825,000.

For the year ended December 31, 2005, net incontedes the following pre-tax costs: restructurifigg829,000 and other costs consisting of acceldrdépreciation and asset
write downs of $1,816,000. The after-tax cost efsthitems was $1,633,000.

For the year ended December 31, 2005, net inconledes a net after-tax charge of $933,000 for kngelgeneral and administrative expense chargkl¢§05,000 related to a
contingent earn-out agreement.

For the nine months ended October 2, 2005, netiecacludes the following pre-tax costs: restrucmiiof $462,000 and other costs consisting of are¢bd depreciation and
asset write-downs of $1,705,000. The after-tax obghese items was $1,392,000.

For the nine months ended October 1, 2006, neniecacludes the following pre-tax income and coatgain of $6,500,000 related to the sale of adinglin Italy partially
offset by restructuring changes of $2,347,000, grily for severance costs. After-tax income forsth@ems was $2,571,000.
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Management's discussion and analysis of
financial condition and results of operations

Overview

We are a leading supplier of products used in thgemquality, water conservation, water safety water flow control markets in North
America and Europe, with an emerging presence in&lror over 130 years, we have designed and raatwéd 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 contaminatiompofable water caused by reverse flow within watgply lines and fire protection
systems;

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

. water supply and drainage products for commercidirasidential applications;

. temperature and pressure relief valves for watatens, boilers and associated systems;

. point-of-use water filtration and reverse osmog&ams for both commercial and residential appbot

. thermostatic mixing valves for tempering water @manmercial and residential applications;

. systems for under-floor radiant applications andraulic pump groups for gas boiler manufactureis r@mewable energy

applications, including solar heat pumps;
. flexible stainless steel connectors for natural leaqudd propane gas in commercial food service @sidential applications; and

. large diameter butterfly valves for use in Chiveger infrastructure.

Our business is reported in three geographic segmidorth America, Europe and China. We distritaute products through three primary
distribution channels, wholesale, do-it-yourselfYlpand 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 andweneial 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 currenc&sa portion of our sales and certain portionauofocosts, 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#lee acquisitions, both in our core markets
as well as new complementary markets, regulataryirements relating to the quality and conservatibwater, increased demand for clean
water and continued enforcement of plumbing anttlimg codes and a healthy economic environmenthdie completed 30 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 wateityquwaater conservation,
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water safety and water flow control and related pl@mentary markets. We target businesses thapwallide us with one or more of the
following: an entry into new markets, an increasshelf space with existing customers, a new oravgxd technology or an expansion of the
breadth of our water quality, water conservatioatex safety and water flow control products fortbsidential and commercial markets. In
the first nine months of 2006, sales from acquisgicontributed approximately 21.1% to our tot&sgrowth over the comparable period of
2005.

Products representing a majority of our sales alogest to regulatory standards and code enforcemdith typically require that these
products meet stringent performance criteria. Tiogietvith our commissioned manufacturers' represieeta we have consistently advocated
for the development and enforcement of such plumbodes. We are focused on maintaining stringealityicontrol 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 beligaat the product development, product testing lséipaand 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 predoaensure water quality, which creates growthoopities for our products.

We require substantial amounts of raw materiafgréoluce our products, including bronze, brass, icaist steel and plastic, and substantially
all of the raw materials we require are purchaseuhfoutside sources. We have experienced incréasies costs of certain raw materials,
particularly copper. Bronze and brass are coppsedballoys. The spot price of copper has increappdoximately 89% from September 30,
2005 to September 30, 2006, and approximately 5% December 31, 2005 to October 26, 2006.

A risk we face is our ability to deal effectivelyittvincreases in raw material costs. We manageriglidoy 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 programsassding increases in costs to our customersetm#ximum extent possible, when they
occur. Additionally from time to time we may usenumodity futures contracts on a limited basis to aggnthis risk. We are not able to
predict whether or for how long these cost increasi#l continue. If these cost increases continug we are not able to reduce or eliminate
the effect of the cost increases by reducing pridiicosts or implementing price increases, oufippneargins could 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 cetitfwe 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, angtive expect to spend approximately $40,000,00006 Zincluding approximately
$18,000,000 related to the purchase and subsesalentleaseback of a building in Italy). We are catred to expanding our manufacturing
capacity in lower cost countries such as Chinajdiaand Bulgaria.
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Manufacturing plant relocations and consolidatiaresan important part of our ongoing commitmenetiuce production costs.
Acquisitions

On August 14, 2006, we acquired 100% of the outktanstock of Black Teknigas, Limited (Teknigasydted in St. Neots, United Kingdom
for approximately $8,700,000, which is net of cashjuired of approximately $300,000, plus assuméd afeapproximately $1,087,000. The
preliminary allocations for goodwill and intangildesets are approximately $4,186,000 and $3,718;880ectively. The amount recorded as
intangible assets is primarily for technology amdtomer relationships that have estimated usefes lranging from 8 to 12 years and trade
names with indefinite lives. Teknigas designs, tlgp®and manufactures a range of gas control pteduntl systems for combustion,
industrial, medical, laboratory and specialty gas.

On June 7, 2006, we acquired 100% of the outstgrstiock of Kim Olofsson Safe Corporation AB (Kim&8pfocated in Almhult, Sweden for
approximately $5,700,000, which is net of cash aeguwf approximately $2,900,000. The preliminaitp@ations for goodwill and intangible
assets are approximately $1,627,000 and $3,532r880ectively. The amount recorded as intangitdetads primarily for customer
relationships that have estimated useful lives pé&rs and trade names with indefinite lives. KifeSaanufactures electronic controls for
heat pump, solar and pellet heaters, which prothideability to heat water using renewable energy.

On June 2, 2006, we acquired the assets and bagih€zalflex Manufacturing, Inc. (Calflex) locatadVernon, California and the stock of
Ningbo Best Metal & Plastic Manufacturing, Ltd (Nioo) located in Ningbo, China for approximately&E§),000. The preliminary allocatic
for intangible assets is approximately $2,333,00@& amount recorded as intangible assets is pfiyrfaricustomer relationships that have
estimated useful lives of 12 years and trade namitesndefinite lives. Calflex and Ningbo distrituand manufacture water connectors.

On May 19, 2006, we acquired 100% of the outstapdinck of ATS Expansion Group (ATS) located indhms, Grenoble and Hautvilliers,
France for approximately $62,000,000, which isafatash acquired of approximately $5,600,000 pastimed debt of approximately
$14,100,000. The preliminary allocations for godtamnd intangible assets are approximately $32@2tand $26,858,000, respectively. -
amount recorded as intangible assets is primarsilgdistomer relationships with estimated usefddivanging from 8 to 10 years, patents
estimated useful lives from 7 to 12 years and traataes with indefinite lives. ATS' products incluabroad range of fittings, valves and
manifolds for water, gas and heating applicatiors stainless steel flexible hoses.

On April 26, 2006, we acquired the assets and legsiof Changsha Valve Works (Changsha) locatetham@sha, China for approximately
$8,500,000 of which approximately $600,000 rem#inise paid subject to certain conditions being mké preliminary allocations for
goodwill and intangible assets are approximatel@%$5,000 and $2,800,000, respectively. The amagadrded as intangible assets is
primarily for non-compete agreements that havereggd useful lives of 10 years and customer ordeklbg with an estimated useful life of
1 year. Changsha is a leading manufacturer of ldig@eter hydraulic-actuated butterfly valves fegrino-power and hydro-power plants,
water distribution projects and water works pragggntChina.
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On April 5, 2006, we completed the planned incredssur ownership in Watts Stern Rubinetti, S(Stern) from 85% to 100%. The price
paid for this additional 15% interest was approxeha$378,000.

On December 28, 2005, we acquired 100% of the stb&ormont Manufacturing Company (Dormont) locatedxport, Pennsylvania, for
approximately $93,916,000 net of cash acquiredppf@imately $1,506,000. The preliminary allocaidar goodwill and intangible assets
are approximately $38,804,000 and $38,600,000ertsfely. The amount recorded as intangible assgtsmarily for customer relationships
that have estimated 13-year lives and trade naritbsndefinite lives. Dormont provides flexible stbess steel connectors for natural and
liquid propane gas. Dormont works with applianceMDdieto provide internal component assemblies angw label gas connectors, which
are sold under the OEM brand with the applianaauitiple leading retail chains. Dormont also supgliesidential gas connectors through
multiple trade channels and home improvement egtiDormont provides a core-plumbing product, Whscomplementary to our existing
water product lines.

On December 2, 2005, we acquired 100% of the stbCore Industries Inc. (Core) from SPX Corporationapproximately $46,192,000 in
cash. Core consists of FEBCO, Mueller Steam Spgaald Polyjet Valves product lines. The preliminaliocations for goodwill and
intangible assets are approximately $16,560,00068820,000, respectively. The amount recordedtasgible assets is primarily for trade
names with indefinite lives and customer relatigpshhat have estimated 12-year lives. FEBCO isaufacturer of backflow prevention
valves and has a strong presence in both resilantiscommercial landscape irrigation. Mueller &tepecialty allows us to expand into
large diameter commercial strainers and check gaRelyjet Valves offers a customized sleeve valgch is used in severe service
applications to provide precise flow and pressarrol. We expect that this acquisition will allaws to offer a broader product line, improve
operating efficiencies and provide better custosegvice.

On November 4, 2005, we acquired the assets ofleVex ubing LLP (Flexflow), located in Langley, Bish Columbia, Canada for
approximately $6,220,000. The purchase agreemerthios an earn-out provision to be calculated aviére-year period ending

December 31, 2010. Earn-out payments under thénpsecagreement, if any, will not exceed $4,300a0@0will be treated as additional
purchase price. Flexflow manufactures pex tubingfitable and non-potable applications. The allooatfor goodwill and intangible assets
are approximately $3,195,000 and $868,000, respdygtiThe amount recorded as intangible assetsrisapily for customer relationships that
have estimated 12-year lives. The acquisition ekffdw is consistent with our strategy to increase presence in the under floor radiant
heating and potable water markets. This acquisaltmws us to expand our presence in the markétdrible pex pipes for hot and coldatel
transport.

On July 8, 2005, we acquired the water connectsiness of the Donald E. Savard Company (Savaral) iasset purchase transaction for
approximately $3,680,000. The allocations for goitidamd intangible assets are approximately $1,880,and $1,750,000, respectively. The
amount recorded as intangible assets is primarilyrbde names with indefinite lives and custonedationships that have 14-year lives. The
acquisition of the water connector business of Bhisconsistent with our theme of water safety emtrol. This acquisition allows us to
expand our presence in one of our leading produes lwith a brand name that is well known to thendding wholesale market.
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On July 5, 2005, we acquired 100% of the outstapdinck of Microflex N.V. (Microflex) located in Rgelaar, Belgium for approximately
$14,900,000 net of cash acquired of approximat8®5¥00. The allocations for goodwill and intangibksets are approximately $6,507,000
and $5,315,000, respectively. The amount recordedtangible assets is primarily for customer iefeghips that have 7-year lives and trade
names that have indefinite lives. Microflex prodsiead distributes flexible, pre-insulated, pex piftg hot and cold-water transport, as well
as a range of accessory products including couplicgps, and insulation kits to the HVAC and watetection markets.

On June 20, 2005, we acquired the water softersnéss of Alamo Water Refiners, Inc. (Alamo) locaite San Antonio, Texas in an asset
purchase transaction for approximately $5,100,00@. allocation for intangible assets is approxirye$285,000 and is primarily for the tre
name with an indefinite life. There was no allooatio goodwill. The water softener products of Ataare consistent with our theme of water
quality and provide many synergistic opportunitidgen utilized in conjunction with our existing waf#tration and water quality businesses.
The acquisition of Alamo also expands our distiiupresence into the southwestern U.S. markets.

On May 11, 2005, we acquired 100% of the outstapdinck of Electro Controls Ltd. (Electro Contrdisated in Hounslow, United
Kingdom for approximately $11,737,000 net of castuared of approximately $5,014,000. The allocatitor goodwill and intangible assets
are approximately $5,788,000 and $315,000, resfygtiThe amount recorded as intangible assetsrigply for trade names that have
indefinite lives. Electro Controls designs and adsles a range of electrical controls for the HVA@rket, with sales primarily in the United
Kingdom.

On January 5, 2005, we acquired 100% of the oudstgrstock of HF Scientific, Inc. (HF) located iorfE Myers, Florida for approximately
$7,260,000 in cash plus $800,000 in assumed débtallocations for goodwill and intangible assetsapproximately $4,178,000 and
$2,660,000, respectively. The amount recordedtasgible assets is primarily for customer relatiops that have 15-year lives and trade
names that have indefinite lives. HF manufacturesdistributes a line of instrumentation equipmésgt kits and chemical reagents used for
monitoring water quality in a variety of applicaim

On January 4, 2005, we acquired substantiallyfahi@® assets of Sea Tech, Inc. (Sea Tech) locatediimington, North Carolina for
approximately $10,100,000 in cash. The purchaseeagent contains an earn-out provision to be catdilen a cumulative basis over a three-
year period ending December 31, 2007. Payments thel@greement, if any, will not exceed $5,000,800 will be treated as additior
purchase price. The allocations for goodwill artdmgible assets are approximately $6,505,000 af@B83300, respectively. The amount
recorded as intangible assets is primarily for@ustr relationships that have $8ar lives and trade names that have indefiniesliGea Tec
provides cost-effective solutions for fluidic comtien needs. Sea Tech offers a wide range of stdradad custom quick connect fittings,
valves and manifolds and pex tubing designed toesmddspecific customer requirements.
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Results of operations
Nine months ended October 1, 2006 compared to mranths ended October 2, 20

Net sales.  Our net sales in each of the segments for efttte first nine months of 2006 and 2005 wereadisws:

Nine months ende: Nine months ende:
October 1, 200! October 2, 200!
% change tc
% % consolidatec
(Dollars in thousands) Net sale:  sales Net sale:  sale: Change net sale:
North America $ 616,58« 68.5% $ 464,62: 68.2% $ 151,96: 22.%
Europe 257,55! 28.€ 195,62 28.¢ 61,92¢ 9.1
China 26,12¢ 2.9 19,69: 2.9 6,432 1.C
Total $ 900,26: 100% $ 679,93¢ 10(% $ 220,32: 32.4%

The increase in net sales is attributable to tHeviing:

Change as a % of consolidated n Change as a % of segme

sale: net sale:
(Dollars in North North China North China
thousands) America Europe  China Total America Europe Total America Europe
Internal growtt  $ 40,92t $ 3163¢$ 87€$  73,43¢ 6.0% 47% 0.1% 10.8% 8.8%  16.2% 4.5%
Foreign exchang 3,20¢ (520) 552 3,23¢ 0.5 (0.1) 0.1 0.t 0.7 (0.2 2.8
Acquisitions 107,83: 30,81 5,001 143,64! 15.¢ 4.5 0.8 21.1 23.2 15.7 254
Total $ 151,96: $ 61,92¢$ 6,432 $ 220,32 22.3% 9.1% 1.0% 32.4% 32.7%  31.7%32.7%

The internal growth in net sales in North Americasvdue to increased price and unit sales in cqutaiduct lines into both the wholesale and
DIY markets. Our wholesale market in the first nmenths of 2006, excluding the sales from the aitjoins of Alamo, Savard, Calflex,
Flexflow, Core and Dormont, grew by 10.1% compdwethe first nine months of 2005, primarily duanoreased sales of water pressure
regulators, relief valves and backflow preventatgjas well as in our plumbing and under-flooriaad heating product lines. Our sales into
the North American DIY market in the first nine ntleg of 2006 increased by 5.3% compared to therfiret months of 2005, primarily due
increased sales of fittings and supply lines amenping and under-floor radiant heating productdipartially offset by fewer new retail
product introductions in 2006 than during 2005.

The increase in net sales due to foreign exchanioith America was due to the Canadian dollar egpting against the U.S. dollar. We
cannot predict whether the Canadian dollar willtoare to appreciate 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 Alamo, aedgwn June 20, 2005, Savard, acquired
on July 8, 2005, Flexflow, acquired on Novembe2@05, Core, acquired on December 2, 2005, Dornaamofiired on December 28, 2005,
and Calflex acquired on June 2, 2006.
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The internal sales growth in Europe was broad-basgdmost markets and channels exhibiting improgemOur sales into the wholesale
and OEM markets in the first nine months of 200&)ding the sales from the acquisitions of Ele@mntrols, Microflex, ATS, KimSafe al
Teknigas, grew by 15.7% and 18.2%, respectiveljpmared to the first nine months of 2005.

The decrease in net sales due to foreign exchangarope was primarily due to the depreciatiorheféuro against the U.S. dollar, primarily
in the first quarter of 2006. We cannot predict thlee the euro will appreciate or depreciate agahest).S. dollar in future periods or whet
future foreign exchange rate fluctuations will havpositive or negative impact on our net sales.

The acquired growth in net sales in Europe wastdtlee inclusion of the net sales of Electro Cadstracquired on May 11, 2005, Microflex,
acquired on July 5, 2005, ATS, acquired on May2®6, KimSafe, acquired on June 7, 2006, and Teknigcquired on August 14, 2006.

The internal sales growth in China was due to imeed sales into the domestic and export marketsalpaoffset by decreased sales due to
disruptions caused by recent changes made in onestic Chinese sales channels. Additionally, thenystrengthened against the U.S. do

The acquired growth in net sales in China was dubé inclusion of the net sales of Changsha, aedwin April 26, 2006, and Ningbo,
acquired on June 2, 2006.

Gross profit.  Gross profit and gross profit as a percentadfsales (gross margin) for the first nine month2096 and 2005 were as follov

Nine months ende:

October 1, October 2 Point
(Dollars in thousands) 200¢ 200t change
Gross profit $ 314,09¢ $ 238,37-
Percent of net sal¢ 34.9% 35.1% (0.2)%

Gross margin for the first nine months of 2006 dased slightly from the first nine months of 20Raw materials cost increases have been
predominantly offset by increased sales prices exiteptions, such as the North American retail miaakd certain markets in Europe.
Margins have also been negatively affected by salémsver margin Core products and by European isdépn costs. In North America, year-
to-date gross margin was positively affected beeatdis favorable sales mix toward higher margin letale sales.

Gross margin was also positively affected in tihgt fiine months of 2006 from lower charges relébeour manufacturing restructuring
efforts. We recorded $956,000 to cost of salepfionarily severance costs in the first nine morth2006 as compared to $1,705,000 in the
first nine months of 2005 for accelerated depremiséind other costs.
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Selling, general and administrative (SG& A) expenses.  SG&A expenses for the first nine months of 20@eased $48,903,000, or 28.9%,
compared to the first nine months of 2005. Thedase in SG&A expenses was attributable to thevidtig:

1 ———
%
(in thousands’ change

Internal growtr $ 17,07¢ 10.1%
Foreign exchang 61C 0.4
Acquisitions 31,21 18.4
Total $ 48,90: 28.%

The internal increase in SG&A expenses was primdiike to increased variable selling expenses dueteased sales volumes, increased
insurance costs, corporate administration cosiglassification of product liability costs fromste of sales to SG&A expenses and
incremental variable compensation costs, includiogts incurred for compliance with FAS 123R, pdlitiaffset by lower costs for complyir
with Section 404 of the Sarbanes-Oxley Act of 208@X) and lower earn-out costs related to a pragussition. The increase in SG&A
expenses from foreign exchange was primarily dubeappreciation of the euro, Canadian dollaryarah against the U.S. dollar. The
increase in SG&A expenses from acquisitions wastdulee inclusion of Electro Controls, Alamo, Miflex, Savard, Flexflow, Core,
Dormont, Changsha, ATS, Calflex, Ningbo, KimSafd dreknigas.

Restructuring and other charges.  Restructuring and other charges for the firsé months of 2006 decreased $5,571,000 primauiéytd a
gain of approximately $6,500,000 related to the séla building in Italy partially offset by a clggr of $929,000 primarily for severance costs
related to our European and Chinese restructutengspDuring the nineaonth period ended October 1, 2005, we recorde@,$86 primarily
for severance costs related to our European reéstmg plans.

Operating income.  Operating income by geographic segment for e&the first nine months of 2006 and 2005 wasoisws:

Nine months ende:
% change tc

consolidatec

October 1, October 2 operating
(Dollars in thousands) 200¢ 200t Change income
North America $ 74,25¢ % 57,08¢ $ 17,16¢ 25.1%
Europe 38,061 23,29¢ 14,76¢ 21.€
China 6,96¢ 2,55( 4,41¢ 6.4
Corporate (18,487 (14,52 (3,967) (5.9
Total $ 100,80¢ $ 68,41¢ $ 32,39( 47.2%
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The increase in operating income was attributabtée following:

Change as a % of consolidate Change as a % of segment
operating income operating income

(Dollars in North North North

thousands) America Europe China Corp. Total America Europe China Corp. Total America Europe China Corp.
Internal growth $ 547 $ 5326 $ 4,92¢ $ (3,969 $ 11,76: 8.0% 7.8% 7.2% (5.8)% 17.2% 9.6%  22.9% 193.1% (27.3)%
Foreign exchange 72t 24 177 — 92€ 1.1 — 0z — 1.3 1.3 0.1 6. —
Acquisitions 9,70¢ 3,207 46€ — 13,38! 14.2 4.7 0.7 — 19.€ 17.C 13.€ 18.2 —
Restructuring 1,26( 6,20¢ (1,149 — 6,32( 1.8 91 (1.7 — 9.2 2.2 26.€ (451 —
Total $ 17,16¢ $ 14,76¢ $ 4,418 $ (3,962 $ 32,39( 251% 21.6% 6.4% (5.8)% 47.3% 30.1%  63.4% 173.2% (27.3)%

The internal growth in North America was primariye to our increased gross profit from price inseseand increased unit sales in the
wholesale market, benefits resulting from our catgad manufacturing restructuring projects and produtsourcing, partially offset by
increased net SG&A expense and inventory write-dowmthe first nine months of 2006, we did notorelcany costs associated with our
manufacturing restructuring plan compared to cosl,260,000 for the same period in 2005. The &edwrowth was due to the inclusior
operating income from of Alamo, Savard, Flexflovar€, Dormont and Calflex.

The internal growth in Europe was primarily duertoreased gross profit from price and unit increaeghe wholesale and OEM markets and
benefits resulting from our completed manufactunegfructuring projects, partially offset by incsed net SG&A expense. In the first nine
months of 2006, we recorded a gain of $5,302,080dated with our manufacturing restructuring pdampared to a charge of $907,000 for
the same period in 2005. We recorded a gain ofd860®0 for the building sale in Italy partially st by $1,198,000 of primarily severance
costs. The acquired growth in Europe was due tanttiasion of the operating income from Electro @ols, Microflex, ATS, KimSafe and
Teknigas.

The increase in internal growth in China of $4,920, was primarily attributable to improved manufeirtg efficiencies associated with our
wholly owned manufacturing plant in Tianjin, paliifeoffset by increased net SG&A expense. The aegLgrowth in China was due to the
inclusion of the operating income from ChangshaMmgbo. In the first nine months of 2006, we refsm $1,149,000 of severance and
accelerated depreciation costs associated witmamufacturing restructuring plan in China. We aptite recording an additional
approximately $700,000 in severance and acceledspreciation costs for the remainder of 2006.

The decrease in internal operating income in Caeoof $3,962,000 was primarily attributable toré@mental administration charges for
variable compensation, including costs incurredcfampliance with FAS 123R, increased audit costsiacreased pension costs, partially
offset by lower costs incurred for SOX compliance.

The net increase in operating income from forexghange was primarily due to the appreciation efghro, Canadian dollar and yuan
against the U.S. dollar. We cannot predict whethese currencies will continue to appreciate agaesU.S. dollar in future periods or
whether future foreign exchange rate fluctuatioilshave a positive or negative impact on our ogiagaincome.

Interest expense.  Interest expense increased $7,997,000, or ¥94@ the first nine months of 2006 compared ®fihst nine months of
2005, primarily due to the private placement of
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$225,000,000 5.85% senior notes, increased dedlsléor acquisitions made in 2005 and 2006, anhenease in the average variable rates
charged on the revolving credit facility.

We entered into an interest rate swap for a notiamemunt of €25,000,000 outstanding on our revg\dredit facility. We swapped three
month EURIBOR plus 0.6%, for a fixed rate of 3.02e recorded a reduction to interest expense afoappately $673,000 to recognize
fair value of the swap for the nine months endetbfer 1, 2006. The swap was terminated on Octoh2005.

Other (income) expense.  Other (income) expense increased $1,400,00thé&ofirst nine months of 2006 compared to the filme months ¢
2005, primarily due to the gains on settlementsffi€ers’ life insurance policies and foreign excte.

Incometaxes. Our effective rate for continuing operationsm@sed to 34.3% in the nine months ended Octql2806 from 35.7% in the
nine months ended October 2, 2005. The decregsanarily due to higher earnings in our Europead @hina segments. The shift in the 1
of earnings to these segments causes our raterteade as these segments have lower effectivatescthan our worldwide average. The
effect of the European earnings mix is partiallisef by a higher effective tax from the gain on sh& of our Italian facility. We were able to
claim tax credits based on qualified fixed assetipases in China that helped reduce the worldvadtk r

Income from continuing operations.  Income from continuing operations for the fingte months of 2006 increased $19,130,000, or%48.0

to $58,954,000, or $1.79 per common share, from8239000, or $1.21 per common share, for the fiirg® months of 2005, in each case, on
a diluted basis. Income from continuing operatifamghe first nine months of 2006 and 2005 inclusie®me, net of tax, for our restructuring
plan of $2,571,000, or $0.08 per share, and cdst4,892,000, or ($0.04) per share, respectivelie Fain on the sale of our building in Italy
resulted in an after-tax gain of $4,100,000, od8(er share. The appreciation of the Canadiaad@uro and Chinese yuan against the U.S.
dollar resulted in a positive impact on income froomtinuing operations of $610,000, or $0.02 penewn share, for the first nine months of
2006 compared to the comparable period last yearc&inot predict whether the euro, Canadian dotlguan will continue to appreciate
against the U.S. dollar in future periods or whefature foreign exchange rate fluctuations wilaa positive or negative impact on our net
income.

Loss from discontinued operations.  We recorded a charge, net of tax, to discoetimnperations for the first nine months of 2006 2005

of $3,358,000, or ($0.10) per common share, an® D8, or $0.01 per common share, respectivelgagh case, on a diluted basis. In the
third quarter of 2006 we recorded a pre-tax chafdkb,000,000 due to a recent federal appellatet cmeision which affirmed that an
arbitration panel could decide which deductiblecagnents between Watts and Zurich American Insur@oecepany (Zurich) would control
Zurich's reimbursement claim for defense costs paile James Jones case. Other charges were (yiat&ibutable to legal fees associated
with the James Jones litigation, as described ursiiBess—Product liability, environmental and oflitegation matters—James Jones
litigation."

S-29




Year ended December 31, 2005 compared to year eBadegmber 31, 2004

Net sales.  Our business is reported in three geograplymeats: North America, Europe and China. Our niefssa each of these segments
for the years ended December 31, 2005 and 2004 ascialows:

Year endec Year endec
December 31, 20C December 31, 20C
Change tc
% % consolidatec
(Dollars in thousands) Net sale: sale: Net sale: sale: Change net sale:
North America $ 629,93 68.2% % 545,13¢ 66.1% $ 84,79¢ 10.2%
Europe 266,34t 28.¢ 253,23« 30.7 13,11: 1.6
China 28,06: 3.C 26,18¢ 3.2 1,87¢ 0.2
Total $ 924,34¢ 10% $ 824 55! 10C% $ 99,78¢ 12.1%

The increase in net sales is attributable to tHeviing:

Change as a % of segment net

Change as a % of consolidated net sal sales
North North North
(Dollars in thousands) America Europe China Total America Europe China Total America Europe China
Internal growth $ 51,79¢ $ 553: $ 1,52¢ $ 58,85¢ 6.3% 0.7% 0.2% 7.1% 9.5% 2.2%  5.9%
Foreign exchang 3,11z (2,857) 34¢ 604 0.4 (0.4) — 0.1 0.6 (1.1) 1.3
Acquisitions 29,89( 10,43¢ — 40,32¢ 3.6 1.3 — 4.9 515 41 —
Total $ 84,79¢ $ 13,11 $ 1,87¢ $ 99,78¢ 10.3% 1.6% 0.2% 12.1% 15.6% 5.2%  7.2%

The internal growth in net sales in North Americasvbroad-based in both our wholesale and DIY markatr wholesale market for 2005,
excluding the sales from acquisitions, grew by 8cspared to 2004, primarily due to increased saflésckflow preventer units, as well as
increased under-floor radiant heating product lizxed increased unit selling prices in most of awdpct lines. Our sales into the North
American DIY market for 2005 increased organicalyl2.3% compared to 2004 primarily due to incrdasaes of fittings and supply lines
and under-floor radiant heating products.

The increase in net sales due to foreign exchanteith America is due to the Canadian dollar apipteng against the U.S. dollar. We
cannot predict whether the Canadian dollar willtoare to appreciate against the U.S. dollar inriifperiods or whether future foreign
exchange rate fluctuations will have a positive@egative impact on our net sales.

Acquired growth in net sales in North America i®da the inclusion of net sales of Dormont, acqua December 28, 2005, Core, acquired
on December 2, 2005, Flexflow, acquired on Noverdh@005, Savard, acquired on July 8, 2005, Alasequired on June 20, 2005, HF,
acquired on January 5, 2005, Sea Tech, acquirdammary 4, 2005, and Orion, acquired on May 214200

Internal growth in Europe net sales results frooméased sales into the wholesale market as a mdggdining market share, particularly in
Germany. Sales into the European OEM market wenegpily flat compared to last year.

Net sales were negatively impacted by foreign emgkan Europe primarily from the depreciation of #uro against the U.S. dollar. \
cannot predict whether the euro will
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continue to depreciate against the U.S. dollautore periods or whether future foreign exchange flactuations will have a positive or
negative impact on our net sales.

Acquired growth in Europe net sales is due to tinduision of the net sales of Microflex, which wejaited on July 5, 2005, Electro Controls,
which we acquired on May 11, 2005, and TEAM, acegiion April 16, 2004.

The increase in net sales in China is primarilsitaitable to increased sales in both the Chineseedtic and export markets.

Grossprofit.  Gross profit for 2005 increased $34,141,000,107%, compared to 2004. The increase in grod# mattributable to the
following:

%

(in thousands change
Internal growtr $ 16,07¢ 5.5%
Foreign exchang 69¢ 0.2
Acquisitions 16,30¢ 5.€
Other 1,057 0.4
Total $ 34,14: 11.7%

Internal margin growth was $6,891,000, $2,569,008 $3,646,000 in North America, Europe and Chiaapectively. Internal growth
resulted from increased sales volume in all regibltasvever, commodity costs, especially for coppasdul products and oil, and a sales mix
shift in North America and Europe, dampened maggawth. In 2005, we experienced raw material costdases, which we were not able to
fully recover through price increases on some ofgaducts. North America experienced higher gromtlower-margin retail sales partially
offset by a reclassification of product liabilitpsts from cost of sales to selling, general andiaidtrative expense. Europe's OEM business
was flat with an increase in lower margin wholegaleduct sales. Both regions benefited from conepl@anufacturing restructuring efforts.
The China segment increased gross margin primduidyto increased sales volume in the domestic rfdoe. The increase in gross margin
from foreign exchange is primarily due to the apfaton of the Canadian dollar and the yuan agairest).S. dollar partially offset by a
depreciation of the euro against the U.S. dollae ihcrease in gross margin from acquisitions & tduthe inclusion of gross profit from
Dormont, Core, Flexflow, Savard, Microflex, Alantelectro Controls, HF, Sea Tech, Orion and TEAM.

Additionally, the increase in gross profit was do@lecreased manufacturing restructuring and atbsts. For 2005, we charged $1,816,000
of accelerated depreciation and other costs toafastles compared to $2,873,000 of accelerateckdiggion and other costs for 2004.
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Sdlling, general and administrative expenses.  SG&A expenses for 2005 increased $22,552,0000®%, compared to 2004. The increas
SG&A expenses is attributable to the following:

(in thousands % change
Internal growtr $ 14,15: 6.8 %
Foreign exchang 391 0.2
Acquisitions 10,46¢ 51
Other (2,459 (1.2)
Total $ 22,55 109 %

Internal SG&A expenses increased primarily fromhleigvariable selling expenses caused by increaded golumes in North America and
China, from due-diligence related charges, and firmreased bad debt reserves. These cost increasepartially offset by lower costs for
complying with SOX. Additionally, we recorded $1M000 in reserve reductions in 2004 related tovarfble ruling in a legal matter. The
increase in SG&A expenses from foreign exchangeimarily due to the appreciation of the Canadialtad and the yuan against the U.S.
dollar partially offset by the depreciation of thero against the U.S. dollar. The increase in S@&penses from acquisitions is due to the
inclusion of Dormont, Core, Savard, Microflex, AlanElectro Controls, HF, Sea Tech, Orion and TEANher includes costs of $2,454,000
for prior period corrections including an earn-attangement from a prior period acquisition thas wacounted for as compensation expense
The earn-out arrangement was completed on Augys(8b.

Operatingincome.  Operating income by geographic segment for 20@52004 was as follows:

Years ende

% change tc

consolidatec

December 31 December 31 operating

(Dollars in thousands) 200t 200¢ Change income

North America $ 76,757 $ 68,55¢ $ 8,19¢ 9.8 %
Europe 31,52¢ 31,597 (69) (0.1)
China 3,53¢ 1,857 1,67¢ 2.0
Corporate (17,267 (18,417 1,14¢ 14

Total $ 9455 $ 83,60( $ 10,95 131 %
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The increase in operating income is attributabléagofollowing:

|
Change as a % of consolidated operatir ~ Change as a % of segment operatir

income income
(Dollars in North North North
thousands) America Europe China Corp Total America Europe China Corp Total America Europe China  Corp
Internal growth $ (467) $ (1,100 $ 1622 $ 1,87: $ 1,92¢ 0.6)% (1.3)% 1.9% 23% 2.3% 0.7)% (3.5)% 87.4% (10.2)%
Foreign exchange 65¢ (404) 54 — 308 0.8 (0.5) 0.1 — 0.4 1.C (1.3) 2¢ —
Acquisitions 2,861 2,97¢ — — 5,84z 34 3.6 — — 7.C 4.2 94 — —
Other 3,17¢ — — (724) 2,45¢ 3.8 — — (0.9) 2.¢ 4.€ — — 4.0
Other—Restructuring 1,962 (1,540 — — 423 2.4 2.9 — — 0.E 2.8 4.9 — —
Total $ 8,19¢ $ 69 $ 167¢$ 1,14¢ $ 10,95¢ 9.8% (0.1)% 2.0% 1.4% 13.1% 12.0%  (0.3)% 90.3% (6.2)%

Internally our North American segment experiencelgerease in operating income primarily from inseghcommodity costs and increased
SG&A expenses, partially offset by benefits resigitirom our completed manufacturing restructuringjgcts and outsourcing. In 2005, we
experienced raw material cost increases, which e wot able to fully recover through price incesasn some of our products. For 2005
recorded $1,005,000 for net costs associated wittmanufacturing restructuring plan compared t®62,000 for 2004. The acquired growth
is due to the inclusion of operating income fronriont, Core, Savard, Alamo, HF, Sea Tech and Oflther represents costs accrued for
an earn-out arrangement from a prior period actjpisi This earn-out arrangement was completed oguau31, 2005.

The increase in operating income due to foreigmarge in North America is due to the Canadian dalbgreciating against the U.S. dollar.
We cannot predict whether the Canadian dollar guilitinue to appreciate against the U.S. dollautare periods or whether future foreign
exchange rate fluctuations will have a positivéegative impact on our net sales.

Internally our European segment also experienadeteease in operating income. This was primarily ua soft European economy,
increased sales in lower margin wholesale produrutisincreased SG&A expenses, offset by benefitdtieg from our completed
manufacturing restructuring projects and outsowgr.cior 2005, we recorded $1,540,000 for costs &sacwith our manufacturing
restructuring plan and we did not record any cfst2004.

The decrease in Europe's operating income fronigiorexchange is primarily due to the depreciatibthe euro against the U.S. dollar. We
cannot predict whether the euro will continue tpréeiate against the U.S. dollar in future periods/hether future foreign exchange rate
fluctuations will have a positive or negative impan our operating income.

The increase in internal growth in China of $1,68B, is primarily attributable to increased capauatiization and low cost sourcing to our
domestic facilities offset by increased SG&A expemngrimarily related to increased variable selérgenses due to increased sales volumes
and increased bad debt reserves.

The increase in internal operating income in Caxpoof $1,149,000 is primarily attributable to retions in SOX expenses and audit
expenses partially offset by a $1,000,000 resezdaation in the first quarter of 2004 due to a fabte ruling in a legal matter. Other consists
of $724,000 of adjustments made in the fourth quart 2004 to correct errors for accrued expenses.
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Interest expense.  Interest expense decreased $211,000, or 2d98005 compared to 2004, primarily due to redwbelat levels in Europe.
Debt levels increased in the U.S., but not untit®eber 2005, as a result of the fourth quarteriaitiun activity.

Effective July 1, 2005, we entered into a threeryei@rest rate swap with a counter party for aamatl amount of €25,000,000, which is
outstanding under our revolving credit facility. \Me@apped the threonth EURIBOR plus 0.6% rate for a fixed rate @236. The impact «
the swap was immaterial to the overall interesie@ge. The swap was terminated on October 3, 2006.

We had previously entered into an interest ratepdi@aa notional amount of €25,000,000 outstandingur prior revolving credit facility.
We swapped the three-month EURIBOR plus 0.7%, fioreal rate of 2.3%. The swap was terminated aé B 2005. The impact of the
swap was immaterial to the overall interest expense

Incometaxes. Our effective tax rate for continuing operatidar 2005 increased to 35.9% from 32.9% for 200 increase is primarily
due to the benefits realized in 2004 of approxifye8800,000 for previously unrecognized deferredassets in China. In addition, in 2004
we recorded multirear refund claims relating to state tax credit2005 those tax credits were realized for thearuryear only. This increa
was partially offset by a decrease in our Europgeamate for 2005 compared to 2004 due to earmmgsn Europe.

Income from continuing operations.  Income from continuing operations for 2005 @ased $6,282,000, or 12.9%, to $55,020,000, oi7$1.6
per common share, from $48,738,000, or $1.49 pemnwon share, for 2004, in each case, on a dilutsis blacome from continuing
operations for 2005 and 2004 includes net costgiiad for our manufacturing restructuring plan fé83,000, or ($0.05) per share, and
$1,825,000, or ($0.06) per share, respectivelyo Adsluded in income from continuing operations 2004 is the net charge of $2,289,000, or
($0.07) per share, for accounting corrections iraab certain accrued expenses.

Loss from discontinued operations.  We recorded a charge net of tax to discontirapatations for 2005 of $421,000, or ($0.01) pencwmn
share, and $1,918,000, or ($0.06) per common sfa@r2p04, in each case, on a diluted basis. Iredud loss from discontinued operations
for 2005 and 2004 are charges attributable to lfege associated with the James Jones litigatidrobligations to the former shareholders of
the James Jones Company of $421,000, or ($0.0haee and $1,125,000, or ($0.04) per share, riégplgc See "Business—Product
liability, environmental and other litigation mate' Additionally, losses from discontinued opewsas for 2004 include an impairment charge
and an operating loss totaling $793,000 or ($0p@2)share for the divesture of our minority intéiaslameco International LLC.

Year ended December 31, 2004 compared to year eBadsgmber 31, 2003

During the fourth quarter of 2004, we identifiedlasorrected errors related to certain accrued esgeerThe after-tax adjustments, which
affected selling, general and administrative axdetgpense, necessary to correct these errors aptbtm$2,289,000, or ($0.07) per share.
The portions of these adjustments that relateHeq/ear ended December 31, 2004 and the fourtheyuar2004 were $1,520,000, or ($0.05)
per share, and $411,000, or ($0.01) per sharegctgply. The impact of the amount that relategrior periods was not
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material to any of the financial statements of ppieriods, thus the amount related to prior periwgds also recorded in the fourth quarter of
2004.

The following table illustrates the effects of gdjustments on earnings per share from continugegations:

Fourth quarter

endec Year endec
December 31 December 31
200¢ 200¢

Adjustments
Related to 200. $ (0.0) % (0.0%)
Related to earlier perioc (0.0¢) (0.02)
$ (0.079) % (0.07)

Net sales.  Our business is reported in three geograplymeats: North America, Europe and China. Our nielssa each of these segments
for the years ended December 31, 2004 and 2003 asci@lows:

Year endec Year endec
December 31, 20C December 31, 20C

% change tc

% % consolidatec
(Dollars in thousands) Net sale: sale: Net sale! sale: Change net sale:
North America 545,13¢ 66.1% $ 472,51¢ 67.2% $ 72,62: 10.2%
Europe 253,23« 30.7 210,61« 30.C 42,62( 6.1
China 26,18¢ 3.2 18,727 2.7 7,45¢ 1.1
Total 824,55¢ 10% $ 701,85¢ 10(% $ 122,69¢ 17.5%

The increase in net sales is attributable to tHeviing:

Change as a % of consolidated net sal Change as a % of segment net sa

North

North

(Dollars in thousands) Europe China Total America Europe China  Total America Europe China
Internal growtr 45,04: $ 8,822 $ 7,45¢ $ 61,321 6.4% 1.2% 1.1% 8.8% 9.6% 4.2% 39.8%
Foreign exchange 20,93t — 23,39¢ 0.4 3.C — 34 0.5 9.6 —
Acquisitions 12,86: — 37,98( 315 1.8 — 5.3 52 6.1 —
Total 72,62 $ 42,62( $ 7,45¢ $ 122,69¢ 10.2% 6.1% 1.1% 17.5% 15.4% 20.2% 39.8%

The internal growth in net sales in North Amerisalie to increased price and unit sales into hetiwholesale and DIY markets. Our sales
into the wholesale market for 2004, excluding s&ies acquisitions, grew by 10% compared to 2008narily due to increased sales of
backflow preventer units, as well as in our plungoémd under-floor radiant heating product linesr €ales into the North American DIY
market for 2004 increased by 10% compared to 20d3apily due to increased sales of our brass ahdlén products.

The increase in net sales due to foreign exchantith America is due to the Canadian dollar apipteng against the U.S. dollar. We
cannot predict whether the Canadian dollar willtoore to appreciate against the U.S. dollar inreifperiods or whether future foreign
exchange rate fluctuations will have a positiveegative impact on our net sales.

The acquired growth in net sales in North Amergdue to the inclusion of net sales of Flowmatigjudred on January 5, 2004 and Ori



acquired on May 21, 2004.
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The internal growth in net sales in Europe is primalue to increased sales into the European OEdvket and market share gains in the
European wholesale markets.

The increase in net sales due to foreign exchangeiope is primarily due to the appreciation & ¢uro against the U.S. dollar. We cannot
predict whether the euro will continue to apprexiagjainst 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 is dubéd inclusion of the net sales of Martin Orgesjusred on April 18, 2003, Anello,
acquired on July 30, 2003, and TEAM, acquired onilA®, 2004.

The increase in net sales in China is primariliilaitable to downward adjustments made in 200%feviously recorded sales and increased
sales rebates and returns recorded at our TWTyeimiure located in Tianjin, China that did notaapin 2004, and to internal growth
primarily due to increased domestic shipments foamwholly-owned subsidiary located in Taizhou, 1&hi

Grossprofit.  Gross profit for 2004 increased $50,696,00@2101%, compared to 2003. The increase in grod# mattributable to the
following:

(in thousands % change
Internal growtr $ 31,62¢ 132 %
Foreign exchang 7,41 31
Acquisitions 13,72 5.7
Other (2,069 (0.9)
Total $ 50,69¢ 211 %

The internal growth is primarily due to a $21,44M0ncrease in internal gross profit in the Nortiméican segment. This increase is
primarily due to improved sales mix due to increbsales volume in the North American wholesale miankhich typically generates higher
gross margins than the North American retail marked to benefits resulting from our completed nfacturing restructuring projects and
outsourcing. The European segment increased intgross profit by $3,972,000, primarily due to saggowth with European OEM and
wholesale customers and to benefits resulting foomcompleted manufacturing restructuring projetise China segment increased gross
profit by $7,076,000, primarily due to inventoryiterdowns, increased sales rebates and returnsthednet adjustments recorded in 2003
that did not repeat in 2004, and to increased salkesnes at WPT (formerly referred to as Shida) mmoroved manufacturing efficiencies at
our wholly-owned manufacturing plant in Tianjin2004. The increase in gross profit from foreigntexme is primarily due to the
appreciation of the euro and Canadian dollar ag&iesU.S. dollar. The increase in gross profitfracquisitions is due to the inclusion of
gross profit from Orion, TEAM, Flowmatic, Martin @ee and Anello. These factors contributed to areemed consolidated gross profit
percent of 35.2% for 2004 compared to 34.2% in 2003

The increase in gross profit was partially offsgifcreased manufacturing restructuring and otbetsc For 2004, we charged $2,873,000 of
accelerated depreciation to cost of sales compar$804,000 of accelerated depreciation and othetsdor 2003.
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Sdlling, general and administrative expenses.
SG&A expenses is attributable to the following:

SG&A expenses for 2004 increased $37,428,0002d4.%, compared to 2003. The increas

(in thousands % change
Internal growtr $ 20,11¢ 119 %
Foreign exchang 4,57: 2.7
Acquisitions 7,811 4.6
Other 4,92¢ 29
Total $ 37,42¢ 221 %

The internal increase in SG&A expenses is primatilg to increased variable selling expense duecteésed sales volume and costs inct
to comply with the requirements of SOX partiallyseft by a reserve reduction due to a favorablagulh one of our legal cases. For 2004,
commission expense and selling expense were appatedy 4.2% and 11.5%, respectively, of sales. &apense percentages are consi
with 2003. For 2004, we recorded approximately 88,000 for SOX-related expenses.

As discussed previously, during the fourth quanfe2004, we identified and corrected errors reldtedertain accrued expenses. The
adjustments to net income necessary to correce tgers included a pre-tax charge to SG&A expent&d,926,000.

Our SG&A expenses as a percentage of sales forid@fzlased to 25.1% compared to 24.1% for 2003atiy;nfrom SOX costs and the
fourth quarter accrual adjustments.

Operatingincome.  Operating income by geographic segment for 20a#2003 was as follows:

Years ende(

% change tc

consolidatec

December 31 December 31 operating

(Dollars in thousands) 200¢ 200¢ Change income

North America $ 68,55¢ $ 64,37t % 4,18: 6.0 %
Europe 31,597 22,59: 9,00t 12.9
China 1,857 (3,839 5,691 8.1
Corporate (18,417 (13,137 (5,280 (7.6)

Total $ 83,60( $ 70,00: $ 13,59¢ 194 %

S-37




The increase in operating income is attributabléagofollowing:

Change Change
as a % of consolidated operating incon  as a % of segment operating incorr

North North North
(Dollars in thousands) America Europe China Corp Total America Europe China Corp Total America Europe China Corp
Internal growth $ 9,92( $ 2,06t $ 552¢ $ (6,000%  11,51( 14.2% 3.0% 7.9% (8.6)% 16.5% 15.4% 9.1% 144.2% (45.7)%
Foreign exchange 434 2,40¢ — — 2,84: 0.6 3.4 — — 4.1 0.7 10.7 — —
Acquisitions 2,28t 3,62¢ — — 5,911 3.3 5.2 — — 8.4 3.6 16.1 — —
Other (5,65() — — 724 (4,926 (8.1) — — 1.0 (7.1) (8.8) — — 5.5
Other—Restructuring (2,80¢) 90€ 162 — (1,739 (4.0) 1.3 0.2 — (2.5) (4.4) 4.0 4.2 —
Total $ 4,18: $ 9,00t $ 5691 % (528)%  13,59¢ 6.0% 129% 8.1% (7.6)% 19.4% 6.5%  39.9% 148.4%(40.2)%

The internal growth in North America is primarilyel to our increased gross profit in the wholesadeket, benefits resulting from our completed maotufang restructuring projects and
outsourcing, partially offset by increased net SG&#penses. In 2004, we experienced raw materigdlicogases, which we were able to recover by implating price increases on some
of our products. For 2004, we recorded $2,968,00@dsts associated with our manufacturing restrireg plan compared to $162,000 for 2003. We expeotcord an additional
$750,000 in the first half of 2005 for approvedtsasssociated with our manufacturing restructuglag. The acquired growth is due to the inclusiboperating income from Orion and
Flowmatic. Other of $5,650,000 relates to compeosaxpense regarding the accrual adjustment.

The internal growth in Europe is primarily due nearieased gross profit from the increased saleswwln the OEM and wholesale markets and to benefiislting from our previous
manufacturing restructuring projects, partiallyseff by increased SG&A expenses. For 2004, we didetord any costs associated with our manufaauestructuring plan compared to
$906,000 for 2003. The increase in operating incénora foreign exchange is primarily due to the ampmtion of the euro against the U.S. dollar. Wienca predict whether the euro will
continue to appreciate against the U.S. dollautare periods or whether future foreign exchange flactuations will have a positive or negativepmat on our operating income. The
acquired growth includes operating income from TEAWartin Orgee and Anello.

The increase in internal growth in China of $5,989), is attributable to inventory write-downs anHestnet adjustments recorded in 2003 that did eypeat in 2004, and to internal growth
primarily due to increased sales volumes and imgaawnanufacturing efficiencies associated with oanafacturing plant in Tianjin, which in 2003 wasairstart-up phase.

The decrease in operating income in Corporate (f885000 is primarily attributable to costs incarfer compliance with SOX. Other of $724,000 in@sdhe adjustments to correct
errors for accrued expenses.

Interest expense.  Interest expense decreased $1,544,000, or 1208004 compared to 2003, primarily due to capping interest charg
on three separate senior note issues that weriaondisg in 2003, while only two senior note isstagain outstanding in 2004, partially
offset by the elimination of favorable amortizatimom our interest rate swap, increased indebtedaeour $125,000,000 senior notes and
decreased indebtedness under our U.S. revolvirtit deeility. On September 1, 2001, we entered emdnterest rate swap with respect to
$75,000,000 8.375% notes due December 2003. The cweerted the
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interest from fixed to floating. On August 5, 200& sold the swap and received $2,315,000 in ¢as2003, we reduced interest expense by
$1,420,000 by amortizing the adjustment to thevfalue of the swap. The amortization of the swap e@npleted upon repayment of the
$75,000,000 8.375% notes on December 1, 2003. Gn18a2003, we refinanced our $75,000,000 8.375%swith proceeds from the
issuance of $125,000,000 senior notes.

On July 1, 2003, we entered into an interest nasgpsfor a notional amount of €25,000,000 outstagain our prior revolving credit facility.
We swapped the three-month EURIBOR plus 0.7%, fixeal rate of 2.3%. For 2004, the EURIBOR rate wiid fluctuate materially and the
impact of swap was immaterial to the overall ins¢expense.

Incometaxes. Our effective tax rate for continuing operatidor 2004 decreased to 32.9% from 38.0% for 2U08. decrease is primarily
due to improvements in the results of our Chings&rations that have allowed us to recognize thefiteasf deferred tax assets and also have
provided a favorable mix of earnings. We also redzed the benefit of a significant amount of statmme tax credits in 2004. In addition, a
credit of $462,000 was recorded for accountingemiions made in the fourth quarter of 2004 for ecrgal that was related to prior years.

Income from continuing operations.  Income from continuing operations for 2004 eased $12,319,000, or 33.8%, to $48,738,000, d9$1.
per common share, from $36,419,000, or $1.32 pemnoon share, for 2003, in each case, on a diluteis bBhe appreciation of the euro and
the Canadian dollar against the U.S. dollar redutiea positive impact on income from continuingegtions of $0.05 per share for 2004
compared to 2003. We cannot predict whether the euthe Canadian dollar will continue to appreziagainst the U.S. dollar in future
periods or whether future foreign exchange ratetdlations will have a positive or negative impattoar net income. Income from continu
operations for 2004 and 2003 includes net costgiiad for our manufacturing restructuring plan f&25,000, or ($0.06) per share, and
$1,084,000, or ($0.04) per share, respectivelyo Aisluded in income from continuing operations 2004 is the net charge of $2,289,000, or
($0.07) per share, for accounting corrections iraab certain accrued expenses.

Loss from discontinued operations.  We recorded a charge net of tax to discontirapmtations for 2004 of $1,918,000, or ($0.06) per
common share, and $3,057,000, or ($0.11) per conwhare, for 2003, in each case, on a diluted beikided in loss from discontinued
operations for 2004 are charges attributable tallesges associated with the James Jones litigatidobligations to the former shareholders
of the James Jones Company of $1,125,000, or ($peddshare, compared to $3,111,000, or ($0.11}lpeme, for 2003. See "Business—
Product liability, environmental and other litigati matters.” Additionally, losses from discontinugzkrations for 2004 and 2003 include an
impairment charge and an operating loss totalir@3§¥00, or ($0.02) per share, and income of $54,0080.00 per share, respectively, for
the planned divesture of our minority interestamé&co International LLC.

Liquidity and capital resources

We generated $33,411,000 of cash from continuiregaijons for the first nine months of 2006. We eigeed an increase in inventory and
accounts receivable in North America, Europe anmh&Hhrhe increase in accounts receivable is prigndtie to increased sales
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volume and selling prices. The increase in invgnteais primarily due to increased cost of raw mateyiplanned increases in European s
stocks and seasonality.

We used $101,423,000 of net cash for investingities for the first nine months of 2006. We us®® 877,000 to fund the acquisitions of
Changsha, ATS, Calflex and Ningbo, KimSafe and Tgds) $1,763,0000 in additional costs related @b28cquisitions and $387,000 to
complete the planned increase of our ownershigemSWe invested $35,348,000 in capital equipm@apital expenditures consisted of
approximately $17,348,000 for manufacturing maadhyirmad equipment as part of our ongoing commitni@inprove our manufacturing
capabilities and approximately $18,000,000 forghechase of land and building and for infrastruetimprovements for a site in Italy. We
subsequently entered into a sale-leaseback tramsacith respect to the building. We expect to stven additional $5,000,000 in capital
equipment in 2006. We received proceeds of $270805 which primarily included $15,957,000 relatedte sale-leaseback in Italy and
$9,148,000 from the sale of our facility in northétaly. We also received proceeds from two buidimeld for sale, totaling approximately
$2,331,000, during the first nine months of 2006.

We generated $136,450,000 of net cash from fingraativities for the first nine months of 2006 pairity through the completion of our
$225,000,000 private placement of 5.85% senioraureel notes, increased borrowings under the Euroliea of credit and proceeds from
the exercise of stock options, partially offsetdayments of debt, dividend payments and debt isssts.

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 leyt{fpe of loan plus an applicable margin
determined by our debt rating, depending on thdiGgige base rate and our bond rating. For thé fliree months of 2006 the average interest
rate under the revolving credit facility for euraged borrowings was approximately 3.3%. There werg.S. dollar borrowings at October 1,
2006. The revolving credit facility includes opéoagl and financial covenants customary for faetitof this type, including, among others,
restrictions on additional indebtedness, liensiamdstments and maintenance of certain leveragesrais of October 1, 2006, we were in
compliance with all covenants related to the revgj\credit facility; had $210,069,000 of unused aotentially available credit under the
revolving credit facility; and had $107,290,000e0fr0-based borrowings outstanding and $32,641 80&téndby letters of credit outstandi

on our revolving credit facility.

Effective July 1, 2005, we entered into a threeryei@rest rate swap with a counter party for aamatl amount of €25,000,000, which is
outstanding under the revolving credit facility. \M@apped the three-month EURIBOR plus 0.6% foredirate of 3.02%. At October 1,
20086, the fair value of the swap was approxima$ély3,000. The swap was terminated on October 3.200
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We generated $998,000 of net cash by operations diiscontinued operations. During the first ninenthg of 2006, we received
approximately $16,500 in cash as an indemnificgtiayment for settlement costs we incurred in tee¥aJones Litigation. This cash has
been recorded as a liability at October 1, 200&bse of the possibility that we might have to rainske the insurance company if it is
ultimately successful with a future appeal. We atsteived approximately $2,606,000 in cash for beirmement of defense costs related to
the James Jones Litigation. During the first niranths of 2006, we paid approximately $390,000 ffedse costs and approximately
$445,000 for indemnity costs we incurred in the dadones Litigation.

Working capital (defined as current assets lesseatitiabilities) as of October 1, 2006 was $4456,860 compared to $305,092,000 as of
December 31, 2005. This increase is primarily duia¢reases in cash, inventories and accountsviedglei Cash and cash equivalents
increased to $116,621,000 as of October 1, 2006aced to $45,758,000 as of December 31, 2005 piintare to residual proceeds from
the completion of the $225,000,000 private placeraed from cash generated by operations. The oatarrent assets to current liabilities
was 2.5 to 1 as of October 1, 2006 compared tdo214as of December 31, 2005.

We anticipate that available funds from currentrapiens, existing cash, proceeds from this offedng other sources of liquidity will be
sufficient to meet current operating requiremenmis anticipated capital expenditures for at leastriéxt 12 months. However, we may hav
consider external sources of financing for anyddigure acquisitions.

Our long-term contractual obligations as of Octobe2006 are presented in the following table:

Payments due by perio

Contractual obligations Less thar More than
(in thousands) Total 1 yeal 1-3 years 3-5 years 5 years

Long-term debt obligations, including current

maturities(a’ $ 46559 $ 7,61¢ $ 304 $ 50,387 $ 407,29(
Operating lease obligatiol 20,44¢ 2,28¢ 10,37: 5,45 2,33(
Capital lease obligations( 15,341 53 2,341 2,31¢ 10,62¢
Pension contribution 11,10¢ 90 3,40¢ 19¢ 7,41(
Interest(b) 192,05! 14,83t 48,04¢ 46,37¢ 82,79¢
Other(c) 29,44¢ 12,00( 14,24¢ 2,70C 49¢
Total $ 733,99 $ 36,88: $ 78,72( $ 107,43t $ 510,95¢
(@) as recognized in the consolidated balance sheet

(b) assumes the balance on the revolving credit faciitnains at $107,290,000 and the interest ratairerat approximately 3.6% for the presented psriod

(c) includes commodity, capital expenditure commitmetatges and other benefits at October 1, 2006

We maintain letters of credit that guarantee oufgpmance or payment to third parties in accordamitle specified terms and conditions.
Amounts outstanding were approximately $53,20146f October 1, 2006 and $48,651,000 as of Dece®ihe005. Our letters of credit
are primarily associated with insurance coveragktara lesser extent foreign purchases and gepengtire within one year of issuance.
These instruments may exist or expire
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without being drawn down, therefore they do notassarily represent future cash flow obligations.

We divested our 20% interest in www.plumbworld.&oLimited (Plumbworld), a variable interest entin August 21, 2006. We had a
nominal investment of approximately $500 in Plumbd@nd maintained a loan receivable that was pefdll, at which time we
relinquished our shares in Plumbworld.

Off-balance sheet arrangements

We have no off-balance sheet arrangements thatdraae reasonably likely to have a current orreieffect on our financial condition,
changes in financial condition, revenues or expenasults of operations, liquidity, capital expgumes or capital resources that are material
to investors.

Application of critical accounting policies and keyestimates

The preparation of our consolidated financial stegets in accordance with U.S. GAAP requires managémno make judgments, assumpti
and estimates that affect the amounts reporteditidat accounting estimate is an assumption abaylly 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 assumpion 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 firg months of 2006.

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

Revenue recognitiol

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, basede@m#tjority of our shipping terms, is
considered to have occurred upon shipment of tlighed product. Some shipping terms require thelgtm be received by the customer
before title passes. In those instances, revemaasoh 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/Ae record customer programs as an
adjustment to net sales.

Allowance for doubtful account:

The allowance for doubtful accounts is establisioegpresent our best estimate of the net reabzadlue of the outstanding accounts
receivable. The development of our allowance for
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doubtful accounts varies by region but in genesdlased on a review of past due amounts, histawictd-off experience, as well as aging
trends affecting specific accounts and generalaifwaral factors affecting all accounts. In North émga, management specifically analyzes
individual accounts receivable and establishesifipeeserves against financially troubled custogaém addition, factors are developed
utilizing historical trends in bad debts, returnsl @llowances. The ratio of these factors to satea rolling twelve-month basis is applied to
total outstanding receivables (net of accountsifipalty identified) to establish a reserve. In Bpe, management develops their bad debt
allowance through an aging analysis of all thegoamts. In China, management specifically analyzéisidual accounts receivable and
establishes specific reserves as needed. In additiowaterworks customers, whose payment ter@geanerally extended, we reserve the
majority of accounts receivable in excess of orar yi®m the 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, anébgially review customer credit limits
to reduce risk. If circumstances relating to specifistomers change or unanticipated changes atte general business environment, our
estimates of the recoverability of receivables ddaé further adjusted.

Inventory valuation

Inventories are stated at the lower of cost or metarkth 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 itorgrreserve. We identify all inventories
that exceed a range of one to three years in SEhsis determined by comparing the current inegnbalance against unit sales for the
trailing twelve months. New products added to irteenwithin the past twelve months are excludedrfithis analysis. A portion of our
products contain recoverable materials, theretoeeekcess and obsolete reserve is established aey oecoverable amounts. Changes in
market conditions, lower than expected customeragehor changes in technology or features couldtresadditional 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 inverit@mses adjusted for any change in the gross inwebtdance.

Gooduwill and other intangibles

We adopted Financial Accounting Standards BoarteBtant No. 142 "Goodwill and Other Intangible ASS8¢FAS 142) on January 1, 2002,
and as a result we no longer amortize goodwill. @db and intangible assets with indefinite liva® dested annually for impairment in
accordance with the provisions of FAS 142. We uslginent in assessing whether assets may have béemaieed between annual
impairment tests. We concluded that no impairmarsted at October 30, 2005, the time of our ladestual review. We perform our annual
test for indicators of goodwill and n@mortizable intangible assets impairment in thetfoquarter of our fiscal year or sooner if indaratof
impairment exist.
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Intangible assets such as purchased technologyeaerally recorded in connection with a businesiaition. Values assigned to intangible
assets are determined by an independent valuatinrbised on estimates and judgments regardingctaguns of the success and life cycle
of products and technology acquired.

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 agdéusales volume, selling price changes,
material cost changes, cost savings programs grithkcaxpenditures could significantly affect owwations. Other changes that may affect
our valuations include, but are not limited to prodacceptances and regulatory approval. If agraduct acceptance differs significantly
from the estimates, we may be required to recoridn@airment charge to write down the assets ta tigailizable value. A severe decline in
market value could result in an unexpected impaitrabarge to goodwill, which could have a matdrigbact on the results of operations and
financial position.

Product liability and workers' compensation cos

Because of retention requirements associated witinsurance policies, we are generally se$ured for potential product liability claims &
for workers' compensation costs associated wittkplace accidents. For product liability cases m thS., 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. a¥eagnized for claims incurred (including claimsumed but not reported) and for changes in
the status of individual case reserves. At the timeorkers' compensation claim is filed, a lialilg estimated to settle the claim. The liability
for workers' compensation claims is determined hasemanagement's estimates of the nature andityesfthe claims and based on anal
provided by third party administrators and by vasigtate statutes and reserve requirements. Wedearetéoped our own trend factors based
on our specific claims experience. In other coestihere workers' compensation costs are applicablenaintain insurance coverage with
limited deductible payments. Because the liabitgn estimate, the ultimate liability may be mordess 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 iimguttiose involving environmental law and produability as discussed further in
"Business—Product liability, environmental and otligigation matters." As required by Financial Acmting Standards Board Statement
No. 5
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"Accounting for Contingencies" (FAS 5), we determimhether an estimated loss from a loss contingshould be accrued by assessing
whether a loss is deemed probable and the lossr&man be reasonably estimated, net of any appiidaburance proceeds. Estimates of
potential outcomes of these contingencies are dpedlin consultation with outside counsel. Whilie tissessment is based upon all available
information, litigation is inherently uncertain atfte actual liability to fully resolve this litigiaih cannot be predicted with any assurance of
accuracy. Final settlement of these matters coodsiply result in significant effects on our reswf operations, 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). In applying FAS 87, assumptemesmade regarding the valuation of benefit olilige and the performance of plan
assets. The primary assumptions are as follows:

. Weighted average discount rate—this rate is usedtimate 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 obifiisti market performance and anticipated fututerres 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 increadash are used to determine the
wage base used to project employees' pension beaefietirement.

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

Income taxes

We estimate and use our expected annual effectom@rie tax rates to accrue income taxes. Effectivedtes are determined based on
budgeted earnings before taxes including our twshate of permanent items that will affect theeefive rate for the year. Management
periodically reviews these rates with outside tdxisors and changes are made if material discrégafrom expectations 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 Accountingn8ards Board Statement No. 109 "Accounting fooine Taxes" (FAS 109). Under

FAS 109, deferred tax assets and liabilities aterdeéned 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 avaiwhtlence, it is more likely than not that somalbof the deferred tax assets will not be
realized. We consider estimated future taxablerimeand ongoing prudent tax planning strategiessessing the need for a valuation
allowance.
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New accounting standards

In September 2006, the SEC issued Staff Accouinlggtin No. 108, "Considering the Effects of Pribear Misstatements When
Quantifying Misstatements in Current Year Finan&tdtements" (SAB 108), which provides interprejuédance on how the effects of the
carryover or reversal of prior year misstatemehtsufd be considered in quantifying a current yeestatement. SAB 108 is effective for
fiscal years ending after November 15, 2006. Wéadbpt the provisions of SAB 108 for our annughbficial statements for fiscal year 2006.
We do not expect the impact of SAB 108 will be miateo our consolidated financial statements.

In September 2006, the Financial Accounting Stassl&oard (FASB) issued FAS No. 158, "Employers'dunting for Defined Benefit
Pension and Other Postretirement Plans—an amendhEAISB Statements No. 87, 88, 106, and 132(RASR58), which requires an
employer to: (a) recognize in its statement ofriitial position an asset for a plan's overfundetistar a liability for a plan's underfunded
status; (b) measure a plan's assets and its abligahat determine its funded status as of theoéiigde employer's fiscal year; and

(c) recognize changes in the funded status of iaetkbenefit postretirement plan in the year inalithe changes occur. Those changes will
be reported in other comprehensive income. Theirement to recognize the funded status of a bepkdit and the disclosure requirements
are effective as of the end of the fiscal year egdifter December 15, 2006 for companies with glibtraded equity securities. The
requirement to measure plan assets and benefifadiolns as of the date of the employer's fiscat-gea statement of financial position is
effective for fiscal years ending after December2(8, although earlier adoption is permitted aAgsult of the requirement to recognize
funded status of our benefit plans as of DecemibeP306, we expect to record an increase in ousipariability of approximately
$8,000,000 and a decrease in stockholders' equagproximately $5,500,000, net of tax.

In September 2006, the FASB issued FAS No. 157y Yraue Measurements” (FAS 157), which defines Yailue, establishes a framework
for measuring fair value in generally accepted aotiog principles and expands disclosures aboutdiie measurements. FAS 157 is
effective for financial statements issued for flgezars beginning after November 15, 2007 and imt@eriods within those fiscal years.
Earlier application is encouraged provided thatréporting company has not yet issued financidéstants for that fiscal year, including
financial statements for an interim period withiat fiscal year. We do not expect the impact of AA% will be material to our consolidated
financial statements.

In July 2006, the FASB issued Financial InterpietaiNo. 48, "Accounting for Uncertainty in Incomexes” (FIN 48), which clarifies the
accounting for uncertainty in income taxes recoeghiin the financial statements in accordance WitASNo. 109, "Accounting for Income
Taxes." FIN 48 provides that a tax benefit fromuakertain tax position may be recognized whenntdse likely than not that the position

will be sustained upon examination, based on ttienieal merits. This interpretation also providegdgnce on measurement, de- recognition,
classification, interest and penalties, accounitinigterim periods, disclosure and transition. HIBIwill become effective for fiscal years
beginning after December 15, 2006. We do not exihedttthe impact of FIN 48 will be material to aiamsolidated financial statements.
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In March 2006, the FASB issued Financial Accountdtgndards Board Statement No. 156, "Accountingfawicing of Financial Assets—
an amendment of FASB Statement No. 140" (FAS 158% 156 amends FAS Statement No. 140, "Accounting fansfers and Servicing
Financial Assets and Extinguishments of Liabiliflesith respect to the accounting for separatebpgmized servicing assets and servicing
liabilities. FAS 156 addresses the recognition mwe@isurement of separately recognized servicingsaand liabilities and provides an
approach to simplify efforts to obtain hedgees (offset) accounting. We are required to adbptprovisions of FAS 156 as of January 1, 2
although earlier adoption is permitted. We do nqieet that the impact of FAS 156 will be mater@abur consolidated financial statements.

In February 2006, the FASB issued Financial AccimgnStandards Board Statement No. 155, "Accourfingertain Hybrid Financial
Instruments—an amendment of FASB Statements Noah@83140" (FAS 155). FAS 155 amends FAS 133, "Antiag for Derivatives and
Hedging Activities," and FAS 140, "Accounting forahsfers and Servicing of Financial Assets andrgxiishments of Liabilities," and
allows an entity to remeasure at fair value a ld/briancial instrument that contains an embeddetvakive that otherwise would require
bifurcation from the host, if the holder irrevocglelects to account for the whole instrument oaiavalue basis. Subsequent changes in the
fair value of the instrument would be recognize@annings. We are required to adopt the provisfdrAS 155 as of January 1, 2007,
although earlier adoption is permitted. We do nqueet that the impact of FAS 155 will be mater@mbur consolidated financial statements.

In May 2005, the FASB issued Financial Accountitgn@lards Board Statement No. 154, "Accounting Cesuaagd Error Correction
Replacement of APB Opinion No. 20 and FASB Statdrien 3" (FAS 154). FAS 154 replaces APB Opinion R0, "Accounting

Changes" (APB 20), and FASB Statement No. 3, "RempAccounting Changes in Interim Financial Stagats,” and changes the
requirements for the accounting for and reportihg ochange in accounting principle. APB 20 previguisquired that most voluntary changes
in accounting principle be recognized by includingiet income of the period of the change the catiué effect of changing to the new
accounting principle. FAS 154 requires retrospectipplication to prior periods' financial statensesit changes in accounting principle.

FAS 154 defines retrospective application as thptiegtion of a different accounting principle tdgraccounting periods as if that principle
had always been used. FAS 154 also requires ttizr@ge in depreciation, amortization, or depletigthod for long-lived, non-financial
assets be accounted for as a change in accousstingage affected by a change in accounting priecidle applied the provisions of this
statement in January 2006 and the impact was ni@rialto our consolidated financial statements.

In December 2004, the FASB issued Financial Acdagrstandards Board Statement No. 153, "Exchanfjsmomonetary Assets, an
amendment of APB Opinion No. 29, Accounting for Nmmnetary Transactions" (FAS 153). The amendmentierbg FAS 153 are based on
the principle that exchanges of nonmonetary astetsld be measured based on the fair value ofsbet@exchanged. Further, the
amendments eliminate the narrow exception for naretary exchanges of similar productive assets apidice it with a broader exception
exchanges of nonmonetary assets that do not hammercial substance. Previously, Opinion No. 29 ireguthat the accounting for an
exchange of a productive asset for a similar prode@sset or an equivalent interest in the sansnaitar productive asset should
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be based on the recorded amount of the assetuelhef. The statement is effective for nonmonetaset exchanges occurring in fiscal
periods beginning after June 15, 2005. Earlieriapfibn is permitted for nonmonetary asset exchamgeurring in fiscal periods beginning
after the date of issuance. We applied the provssaf this statement prospectively in January 20@6the impact was not material to our
consolidated financial statements.

In November 2004, the FASB issued Financial AccmgnStandards Board Statement No. 151, "Inventast€ (FAS 151). FAS 151
amends the guidance in Accounting Research Bulldétind3, Chapter 4, "Inventory Pricing," to clartfye accounting for inventory costs. 1
provisions of this statement are effective fordisgears beginning after June 15, 2005. We appliegrovisions of this statement in
January 2006, and the impact was not material te¢onsolidated financial statements.

Quantitative and qualitative disclosures about marlet 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 manufactupragess. We do not enter into derivative finanicislruments 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 eued;JtS. 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 anddlareminated in European currencies or the U.Samadian dollar. We use foreign curre
forward exchange contracts to manage the riskeelat intercompany purchases that occur duringdliese of a year and certain open
foreign currency denominated commitments to seltipcts to third parties. For the nine months er@etbber 1, 2006, the amounts recorded
in other income for the change in the fair valuswéh contracts was immaterial.

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, 2005 and in note 10te$ mo consolidated financial
statements in our Quarterly Report on Form 10-QHerquarter ended October 1, 2006.

We purchase significant amounts of bronze ingasérod, cast iron, steel and plastic, which dhieed in manufacturing our many product
lines. Our operating results can be adversely tdteby changes in commodity prices if we are untbjgass on related price increases to our
customers. We manage this risk by monitoring relatarket prices, working with our suppliers to &efei the maximum level of stability in
their costs and related pricing, seeking altereasivpply sources when necessary and passing iesreesommodity costs to our customers,
to the maximum extent possible, when they occur.
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Business

Overview

Watts Regulator Co. was founded by Joseph E. Whalit874 in Lawrence, Massachusetts. Watts Regu@tostarted as a small machine
shop supplying parts to the New England textildswif the 19th century and grew into a global maoturer of products and systems focused
on the control, conservation and quality of watedt the comfort and safety of the people using &tté/Water Technologies, Inc. was
incorporated in Delaware in 1985 and became thempaompany of Watts Regulator Co.

Our competitive strengths

Comprehensive portfolio of leading water-related products.  We focus on supplying products for water-redatearkets, including water
quality, water conservation, water safety and widsv control. Our comprehensive portfolio of watetated products provides our custon
with purchasing efficiency and ease of servicewhslesale distribution customers have consolid#tiedt vendor base to reduce costs, our
broad product offerings have made us more attraets/a single source for their product needs.

Brand preference and leading market positions.  We believe our leading product lines of backfloreventers, water pressure regulators,
temperature and pressure relief valves, and theatiosnixing valves have the highest brand naméepeace and brand name recognition in
North America. We further believe e-users of valves and related systems place a lgghipm on product quality and reliability, and our
strength and reputation in these areas have catgdlio our leading market positions.

Successful track record of identifying and integrating acquisitions.  We have successfully acquired and integratecoB@panies since 1999.
Our experience in acquiring businesses has resinltegproved financial performance of the acquicethpanies, increased our global
presence and expanded our product line. We inmegpportunities that enable us to expand our exjgtroduct offering, enter new product
and geographic markets, and acquire new techn@ogdymanufacturing capabilities.

Global manufacturing capabilities.  Our sophisticated manufacturing equipment andgsses allows us to shift manufacturing of a
particular product across our global manufacturiatyvork. We can therefore source our products dlphacording to costs and customer
demand. In addition, we are continuing to sourceenad our manufacturing from lower-cost majority-waholly-owned operations in China,
Bulgaria and Tunisia.

Technological expertise and new product introductions.  We have developed technological expertise érdigsign and manufacture of water-
related products and solutions. For instance, wentty developed and marketed the first line afifiéee water supply connectors with a built-
in shutoff device. Our FloodSafe™ auto-shutoff aectors protect homes and businesses from potgntatihstrophic water damage resulting
from burst or broken water supply connectors. Iditzmh, our Watts Radiant division recently desidi¢ydronex™ radiant heating panels.
Our Hydronex panels are pre-engineered and manuégtin three typical modular configurations fadlieant heating applications, providing
installers with an alternative to costly customiopéanels.
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Efficient distribution and reduced transaction costs.  Over the past five years, we have made sigmifitmprovements in our distribution
capabilities that have increased the quality ofausr service and resulted in reduced transactistscWe have upgraded our information
technology systems, enabling us to increase oet Eelectronic data interchange transactionsctvhias improved delivery time and fill
rates, allowing our customers to maintain loweeimories.

Experienced management team.  Our senior management team has significantreequee in the design, manufacturing, distribution,
merchandising and sales of products in our indu€iyr executive management team has an averageeoyears of service with our

company. In addition, this team has substantiatggpce in the acquisition and integration of basses, aggressive cost management, globa
operations and efficient manufacturing technigaélsof which are critical to our long-term growttraegy.

Our growth strategy

Our "Water by Watts" strategy is to be the leagingvider of water quality, water conservation, waafety and water flow control products
for the residential and commercial markets in Néwherica, Europe and China. Our primary objecti/&igrow earnings by increasing sales
within existing markets, expanding into new markétgeraging our distribution channels and custobaese, making selected acquisitions,
reducing manufacturing costs and advocating fodthaelopment and enforcement of industry standards.

Growing saleswithin existing markets.  We intend to continue to introduce productexisting markets by enhancing our preferred brands,
developing new complementary products, promotingntling code development to drive sales of safetiyveater quality products and
continually improving merchandising in both the Dd¥id wholesale distribution channels. For examyith, our June 2005 acquisition of the
water softener business of Alamo, we broadenegmduct line in the water purification market bydad a well-known brand of water
softeners for both residential and commercial @afibns.

Expanding into new product and geographic markets.  We continually target selected new product gealgraphic markets based on growth
potential, including our ability to leverage ouiisting distribution channels. For instance, in Jagw005, we acquired HF Scientific, Inc., a
manufacturer of instrumentation, test kits and doahreagents used for monitoring water qualitythvépplications for laboratory and field
use. With the acquisition of HF, we entered theaewatonitoring market, which complements our mafefiltration and other water quality
products. In addition, with our acquisition of Clggha Valve Works in April 2006, we entered the waterks and water distribution markets
in China.

Leverage our distribution channel and customer base.  We continually leverage our distribution chasrnrough the introduction of new
products, as well as the integration of productswfacquired companies. For example, our recantisition of ATS Expansion Group based
in France will allow us to expand into the DIY matkn various European markets. We also intendttoduce ATS' product lines into our
existing wholesale distribution channels in othardpean markets. Another example is our Decemb@s a0quisition of Dormont
Manufacturing Company based in Export, Pennsylvddiamont is a leading manufacturer of gas connsdtothe United States. Watts he
strong presence in the North American wholesaléatawhich will allow us to introduce Dormont'sditof gas connectors
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in a more meaningful way into that distribution shal. We also intend to introduce Watts' line afrpbing and heating safety products into
Dormont's commercial food service distribution aeln

Making selected acquisitions.  We intend to continue to generate growth bgdting selected acquisitions, both in our core retsrks well

as new complementary markets. We have completett@@isitions since divesting our industrial andamitl gas business in 1999, including
nine acquisitions in 2005 and five acquisitionsigithe first three quarters of 2006. Our acquisitstrategy focuses on businesses that
manufacture preferred brand name products thataddrur themes of water quality, water safety, maiaservation, water flow control and
related complementary markets. We target busingkaewvill provide us with one or more of the fallmg: an entry into new markets, an
increase in shelf space with existing customersngtbrand names, a new or improved technologyn@xaansion of the breadth of our Wi
by Watts offering. In the first nine months of 208&les from acquisitions contributed approximagdlyl% to our total sales growth over the
comparable period of 2005.

Reducing manufacturing costs.  We are committed to reducing our manufactudosgts through a combination of expanding manufawjur
in lower-cost countries and consolidating our digemanufacturing operations in North America ancbge. We have acquired a number of
manufacturing facilities in lower-cost regions sashChina, Bulgaria and Tunisia, and plan to caetito shift production to these lower-cost
regions.

Advocate development and enforcement of standards.  We have consistently advocated the developrmahienforcement of plumbing codes
and are committed to providing products to meesetsandards, particularly for safety and contabve products. For example, we
participated in the effort to include thermostatbald protection in the American Society of Sagitangineers Standard ASSE 1016 and the
subsequent adoption of that standard into natiandlstate plumbing codes. These codes serve aspetitive barrier to entry by requiring
that products sold in select states meet stringrétetia.

Products

We believe that we have the broadest range of gtedn terms of design distinction, size and camfigion in a majority of our principal
product lines. Our principal product lines include:

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

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

. 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 osmog&tems for both commercial and residential appboest

. thermostatic mixing valves for tempering water @munercial and residential applications;
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. systems for und-floor radiant applications and hydraulic pump gefgr gas boiler manufacturers and renewable er
applications, including solar heat pumps;

. flexible stainless steel connectors for natural ligudd propane gas in commercial food service @sidential applications; and

. large diameter butterfly valves for use in Chiveger infrastructure.

We sell our products to wholesale distributors sagfrerguson Enterprises, Inc. and Hajoca CorgarrdY chains such as The Home
Depot, Inc. and Lowe's Companies, Inc., and OEM#& s1s Buderus AG, Siemens plc and Rheem Manufagt@ompany. Most of our sales
are of products that have been approved underatgylstandards incorporated into state and mualigifumbing, heating, building and fire
protection codes in North America and Europe. Wieh@onsistently advocated the development and esrfioent of such codes and remain
committed to providing products to meet these steds] in particular, safety and control valve paiduWe maintain quality control and
testing procedures at each of our manufacturindjtfas in order to manufacture products in comptia with code requirements. Additiona
a majority of our manufacturing facilities are 19000, 9001 or 9002 certified by the Internationaeg&hization for Standardization.

Our industry

We estimate the annual global water market to pecegimately $365 billion, of which the market thatr products address is approximately
$60 billion. Within the markets we serve, our sasesrelatively balanced between residential amdneercial segments, with renovations and
remodeling driving a significant portion of demaiod our products.

Competition for sales in the water quality, watengervation, water safety and water flow controtkets is generally based on brand
preference, engineering specifications, plumbindea@quirements, price, technological expertiskyely times and breadth of product
offerings. The competitive environment in our intyss characterized by:

Consolidation of manufacturers.  Our industry has experienced significant cadsgion over the past decade due to the benefitscodased
scale and broader product offerings. Many of ounjgetitors have made numerous acquisitions or haga bhcquired themselves one or more
times. Despite the ongoing consolidation, our indusemains highly fragmented, with numerous cortpest and continued opportunities for
further acquisitions.

Consolidation of North American and European wholesale distributors.  The wholesale distribution channels for ourduts in North
America and Europe are becoming more concentrateld year. For example, in March 2006, Home Depgtiaed Hughes Supply, Inc., one
of the largest wholesale distributors in North Aroar We believe that our product breadth and atiititact as a single source of supply
continues to make us an attractive vendor to whdsedistributors in North America.

LargeDIY market. The DIY market in the U.S. is estimated to ppraximately $200 billion. We have experienced gigant growth in
sales of our products in the DIY market since engethat market in 1995, resulting in sales of agpnately $165 million in 2005. We
believe that our sales in the DIY market have iase&l primarily due to our development of unique pevducts and successful
merchandising efforts, the expansion of the manktt the growth of large national chains, and difity to fill orders completely and on-
time. In
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addition, our recent acquisition of ATS in Frandél allow us to expand into the DIY market in van®European markets.

Customers and markets
We sell our products to plumbing, heating and medah wholesale distributors, major DIY chains @EMs.

Wholesalers.  Approximately 64% and 63% of our sales in 2888 2004, respectively, were to wholesale distatsutor both commercial
and residential applications. We rely on commisstbmanufacturers' representatives, some of whightaia a consigned inventory of our
products, to market our product lines.

DIY. Approximately 18% of our sales in both 2005 2064 were to DIY customers in North America. OuY RBustomers demand less
technical products, but are highly receptive tmwative designs and new product ideas. Our DIYssaler the past several years have
increased as a result of our development of unigure products and successful merchandising effodstae expansion of the market with
large national chains. We expect that our DIY saldsurope will increase significantly as a resaflbur recent acquisition of ATS.

OEMs.  Approximately 18% and 19% of our sales in 2668 2004, respectively, were to OEMs in both Néatherica and Europe. In
North America, our typical OEM customers are wéiester manufacturers, equipment manufacturers mgédiw control devices and wat
systems manufacturers needing backflow prevernferssales to OEMs in Europe are primarily to boifemufacturers and radiant systems
manufacturers.

Our largest customer, Home Depot and its subseliaaccounted for approximately $98.5 million, 0r7%6, of our total net sales in 2005 and
$84.5 million, or 10.3%, of our total net sale2B04. Our top ten customers accounted for apprarim&238.1 million, or 25.8%, of our
total net sales in 2005 and $201.7 million, or 24,.5f our total net sales in 2004. Thousands cérotiustomers constituted the remaining
74.2% of our net sales in 2005 and 75.5% of ousalets in 2004,

Marketing and sales

We rely primarily on commissioned manufacturerpresentatives, some of which maintain a consigneentory of our products. These
representatives sell primarily to plumbing and meptvholesalers or service DIY store locations iortd America. We also sell products for
the residential construction and home repair antbdeling industries through DIY plumbing retailengtional catalog distribution
companies, hardware stores, building material tailad retail home center chains and through ploghand heating wholesalers. In additi
we sell products directly to certain large OEMs anigate label accounts.

Manufacturing

We have integrated and automated manufacturingodéijess, including bronze and iron foundries, menghg, plastic injection molding and
assembly operations. Our foundry operations inchadéal pouring systems, automatic core makingpyebrass forging and brass and brc
die-castings. Our machining operations feature aderpcontrolled machine tools, high-speed chuckivaghines with robotics and automatic
screw machines for machining bronze, brass antlategponents. We have invested heavily in receats/®
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expand our manufacturing base and to ensure thialaNity of the most efficient and productive egaient. We are committed to maintaining
our manufacturing equipment at a level consistetit eurrent technology in order to maintain highdks of quality and manufacturing
efficiencies.

Capital expenditures and depreciation for eachefast three years were as follows:

Years ended December 3

(in millions) 200z 2004 200¢%
Capital expenditure $ 20.C $ 21.C $ 18.€
Depreciatior $ 20t % 26.2 % 23.t

For the first nine months of 2006, capital expeamdis totaled $35.3 million, and we anticipate spe;n@40.0 million for all of 2006. The
nine-month total for 2006 includes approximatelg $1million related to the purchase and subsegsedetleaseback of a building in Italy.

Raw materials

We require substantial amounts of raw materiafgréoluce our products, including bronze, brass, icaist steel and plastic, and substantially
all of the raw materials we require are purchaseuhfoutside sources. We have experienced incréasies costs of certain raw materials,
particularly copper. Bronze and brass are coyased alloys. The spot price of copper increasptbajpmately 89% from September 30, 2|

to September 30, 2006, and approximately 57% fraoenber 31, 2005 to October 26, 2006. In respavsdave implemented price
increases for some of the products, which havereanore expensive to manufacture due to the inesdasaw material costs. During the
first nine months of 2006, cost increases in ravens were not completely recovered by increasdiihg prices or other product cost
reductions. We are not able to predict whethenohbw long these cost increases will continughdfse cost increases continue and we are
not able to reduce or eliminate the effect of thstincreases by reducing production costs or impfeing price increases, our profit margins
could decrease.

Acquisitions

We have acquired 30 businesses since 1999, ingdih@ during the first three quarters of 2006abguiring a company, the factors we
consider include the following:

. proprietary, preferred brand-name products;

. accretive to earnings in the first year after beanquired;

. product offering expansion and new product oppdtiesin existing water-related markets;
. expansion into new product and geographic markets;

. strong management team;

. synergies with our existing business units;

. new distribution channels; and

. new technology.
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We believe our acquisition strategy has been sstdder two primary reasons:

Identifying attractive acquisitions.  Our acquisition strategy focuses on compatiasrhanufacture preferred brand name products farwa
related markets. In addition, while we have dismrsswith numerous acquisition candidates each, yeaiconsummate only those
acquisitions that meet our criteria. Our acquisitiniteria are designed to promote long-term pabfiity and positive cash flow as well as
revenue growth.

Successful integration into our company structure.  We believe that our experience in acquiringiesses has resulted in improved financial
performance through successful integration of aegubusinesses. Following the acquisition of aress, we appoint a team composed of
individuals from various functional areas in ougamization to facilitate the assimilation of thewlgusiness and to achieve synergies with
other business units. We also implement our firgraontrol system in acquired businesses. Thisga®allows us to implement proven
methods more quickly and avoid known problems agmegrate a new business.

Code compliance

Products representing a majority of our sales alogest to regulatory standards and code enforcemdrith typically require that these
products meet stringent performance criteria. Siedwlare established by such industry test andicatibn organizations as the American
Society of Mechanical Engineers (A.S.M.E.), the &#an Standards Association (C.S.A.), the AmerBaciety of Sanitary Engineers
(A.S.S.E.), the University of Southern Californiaufdation for Cross-Connection Control (USC FC@3, international Association of
Plumbing and Mechanical Officials (I.A.P.M.O.), Faiy Mutual (F.M.), the National Sanitation Fouridat(N.S.F.) and Underwriters
Laboratory (U.L.). These standards are incorporatedstate and municipal plumbing and heatinglding and fire protection codes.

National regulatory standards in Europe vary byntgu The major standards and/or guidelines whighpsoducts must meet are AFN(
(France), DVGW (Germany), UNI/ICIN (ltaly), KIWA (&therlands), SVGW (Switzerland), SITAC (Sweden) WRIAS (United Kingdom).
Further, there are local regulatory standards regucompliance as well.

Together with our commissioned manufacturers' rgtives, we have consistently advocated fodévelopment and enforcement of
plumbing codes. We maintain stringent quality coln&ind testing procedures at each of our manufiactdiacilities in order to manufacture
products in compliance with code requirements.

Product development and engineering

We maintain our own product development, desigmgand testing laboratories in North America, fperand China that continually work
to enhance our existing products and develop nedymts. We maintain sophisticated product developiraed testing laboratories. Our
efforts in this area have been particularly sudcéss the DIY market, which values innovation inopluct design. Research and development
costs included in selling, general, and administeag¢xpense amounted to $11.6 million, $9.9 millo $9.2 million for the years ended
December 31, 2005, 2004 and 2003, respectively.
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Competition

The domestic and international markets for watéetgand flow control devices are intensely contpetiand require us to compete against
some companies possessing greater financial, niagkand other resources than ours. Due to the tredaur product offerings, the number
and identities of our competitors vary by prodire land market. We consider brand preference, eagimg specifications, plumbing code
requirements, price, technological expertise, @glitimes and breadth of product offerings to leegtimary competitive factors. We believe
that new product development and product engingenia also important to success in the water ingastd that our position in the industry
is attributable in part to our ability to developmand innovative products quickly and to adaptemuhnce existing products. We continue to
develop new and innovative products to enhance ebg@dsition and are continuing to implement manuidcg and design programs to
reduce costs. We cannot be certain that our effortievelop new products will be successful or twatcustomers will accept our new
products. Although we own certain patents and treat&s that we consider to be of importance, weatdrlieve that our business and
competitiveness as a whole are dependent on angfang patents or trademarks or on patent or treatk protection generally.

Employees

As of October 1, 2006, our wholly-owned and majeatvned domestic and foreign operations employgut@apmately 8,300 people. None
of our employees in North America or China are cedéy collective bargaining agreements. In som®jgan countries our employees are
subject to the traditional national collective kairgng agreements. We believe that our employesiogls are good.

In June 2006, we notified the employees of Tialipimggu Watts Valve Co. Ltd., our 60% owned joiniteee in Tianjin, China, that the
Chinese government had informed us of its decigidake over the land on which the facility is l@mmhby eminent domain by December 31,
2007. As a result, we informed the employees treatwould be required to close the facility and ratedts operations. In response, the
employees commenced an unauthorized strike andritedaamong other things, certain severance berefttonnection with the shut down
of the facility. We and our joint venture partn@gotiated an agreement with the striking workensrtvide the employees of the facility with
severance and other benefits in connection wittskhut down of the facility and the employees hatarned to work. The strike resulted in a
work stoppage that lasted approximately four weeks.

Properties

As of October 1, 2006, we maintained approxima8@yacilities worldwide, including our corporatedugjuarters located in North Andover,
Massachusetts. The remaining facilities consi$tofidries, manufacturing facilities, warehousetesaffices and distribution centers.
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The principal properties in each of our three gapbic segments and their location, principal uskamnership status are set forth below:
North America:

. ____________________________________________________________________________________________________________________________________|
Location Principal use Owned/leased

North Andover, MA Corporate Headquarte Owned
Export, PA Manufacturing Owned
Franklin, NH Manufacturing/Distributior Owned
Burlington, ON, Canad Manufacturing Owned
Kansas City, K¢ Manufacturing Owned
Fort Myers, FL Manufacturing Owned
St. Pauls, NC Manufacturing Owned
Spindale, NC Manufacturing Owned
Chesnee, S! Manufacturing Owned
Palmdale, C# Manufacturing Owned
Dunnellon, FL Warehoust Owned
San Antonio, TX Warehoust Owned
Springfield, MO Manufacturing/Distributior Leasec
Langley, BC, Canad Manufacturing Leasec
Santa Ana, C/ Manufacturing Leasec
Woodland, CA Manufacturing Leasec
Houston TX Manufacturing Leasec
Wilmington, NC Manufacturing Leasec
Phoenix, AZ Warehoust Leasec
Chicago, IL Distribution Cente Leasec
Reno, NV Distribution Cente Leasec
Calgary, AB, Canad Distribution Cente Leasec

Europe:

Location Principal use Owned/leased
Eerbeek, Netherlands European Owned
Headquarters/Manufacturir
Biassono, Italy Manufacturing Owned
Gardolo, Italy Manufacturing Owned
Brescia, Italy Manufacturing Owned
Landau, German Manufacturing Owned
Fresseneville, Franc Manufacturing Owned
Plovdiv, Bulgaria Manufacturing Owned
South Wales, United Kingdo! Manufacturing Owned
Roséeres, Franci Manufacturing Leasec
Monastir, Tunisie Manufacturing Leasec
Hautvilliers, France Manufacturing Owned
Seyssins, Franc Manufacturing Leasec
Sorgues, Franc Manufacturing Leasec
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China:

Location Principal use Owned/leased
Tianjin Tanggu District, Chin Manufacturing Owned
Tazhou, Yuhuan, Chin Manufacturing Owned
Tianjin Tanggu District, Chin Manufacturing Leasec
Hunan, Changsha, Chil Manufacturing Owned
Ningbo, Beilun, Chini Manufacturing Owned

Certain of our facilities are subject to mortgagad collateral assignments under loan agreemettidavig-term lenders. In general, we
believe that our properties, including machineogl$ and equipment, are in good condition, wellntaned and adequate and suitable for
their intended uses. We believe that our manufaugdacilities are currently operating at a levettour management considers normal
capacity, except for our manufacturing facilitySh Pauls, North Carolina, which is under-utiliz&thnagement believes capacity utilization
will continue to increase in 2006 at these plasitbject to unexpected changes in our sales volume.

Product liability, environmental and other litigati on matters

We are subject to a variety of potential liabiktieonnected with our business operations, inclugdatgntial liabilities and expenses associi
with possible product defects or failures and coamgle with environmental laws. We maintain prodiadiility and other insurance coverage,
which we believe to be generally in accordance wittustry practices. Nonetheless, such insuraneerage may not be adequate to protect
us fully against substantial damage claims.

James Jones litigation

On June 25, 1997, Nora Armenta (the Relator) fdagivil action in the California Superior Court fioos Angeles County (the Armenta case)
against James Jones Company (James Jones), Miel|éFyco International (U.S.), and the Company.fdfenerly owned James Jones. The
Relator filed under the qui tam provision of thdifdania state False Claims Act, Cal. Govt. Cod&2%50 et seq. (California False Claims
Act) and generally alleged that James Jones ancthize defendants violated this statute by delhgegome "defective” or "non-conforming”
waterworks parts to thirty-four municipal water &yas in the State of California. The Relator fie#irst Amended Complaint in November
1998 and a Second Amended Complaint in Decembds, 2@@ich brought the total number of plaintiffsit61. In June 2002, the trial court
excluded 47 cities from this total of 161, but thiclusion was reversed by an August 30, 2006 @ali Court of Appeal ruling that is being
appealed. To date, 11 of the named cities havevenied, and attempts by four other named citiéstésvene have been denied.

One of the allegations in the Second Amended Cantad the Complaints-in-Intervention is that gaased non-conforming James Jones
waterworks parts may leach into public drinking evaglevated amounts of lead that may create aghbélth risk because they were made
out of '81 bronze alloy (UNS No. C8440) and contanre lead than the specified and advertised '86zar alloy (UNS No. C83600). This
contention is based on the average difference @fita® lead content between '81 bronze (6% to &)land '85 bronze (4%
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to 6% lead) and the assumption that this would nieereased consumable lead in public drinking wttat could cause a public health
concern. We believe the evidence and discovenjablaito date indicates that this is not the case.

In addition, '81 bronze is used extensively in moip@l and home plumbing systems and is approvedtnyicipal, local and national codes.
The Federal Environmental Protection Agency aldmde metal for pipe fittings with no more than 8&d as "lead free" under Section 1417
of the Federal Safe Drinking Water Act.

In this case, the Relator seeks three times anegifiggl amount of actual damages and alleges hleatntunicipalities have suffered hundreds
of millions of dollars in damages. She also se@kismenalties of $10,000 for each false claim afidges that defendants are responsible for
tens of thousands of false claims. Finally, theaRelrequests an award of costs of this actiorydiicg attorneys' fees.

In December 1998, the Los Angeles Department oeWatd Power (LADWP) intervened in this case aledifa complaint. We settled with
the city of Los Angeles, by far the most signifitaity, for $7.3 million plus attorneys' fees. Cefeindants contributed $2.0 million toward
this settlement.

In August 2003, an additional settlement paymerg made for $13.0 million ($11 million from us an@ ®illion from James Jones), which
settled the claims of the three Phase | citiestgSiionica, San Francisco and East Bay MunicipdityDistrict) chosen by the Relator as
having the strongest claims to be tried first. T§@&lement payment included the Relator's stafigbare, and the claims of these three cities
have been dismissed. In addition to this $13.0ianilpbayment, we are obligated to pay the Relasittaney's fees.

After the Phase | settlement, the Court permitteddefendants to select five additional citieseiws as the plaintiffs in a second trial phas

the case. Contra Costa, Corona, Santa Ana, Santaa@id Vallejo were chosen. The Company and Jaomes then reached an agreement to
settle the claims of the City of Santa Ana for @ltof $45,000, an amount which approximates SAntds purchases of James Jones product:
during the relevant period. The Santa Ana settléwas approved by the Court and then completed.

On June 22, 2005, the Court dismissed the clainiseofemaining Phase Il cities (Contra Costa, Car&anta Cruz and Vallejo). The Court
ruled that the Relator and these cities were reduiv show that the cities had received out of gets which were related to specific invoi

and that this showing had not been made. Althoagih eity's claim is unique, this ruling is signé#itt for the claims of the remaining cities,
and the Relator has appealed. Litigation is inh&remcertain, and we are unable to predict theaute of this appeal.

On September 15, 2004, the Relator's attorneys dileew common law fraud lawsuit in the CaliforBigperior Court for the City of Banning
and fortyfive other cities and water districts against Jadm®es, Watts and Mueller Co. based on the samsaittions alleged in the Arme
case. About thirty-four of the plaintiffs in thigw lawsuit are also plaintiffs in the Armenta cada.January 4, 2006, the Court denied much
of the defendants' demurrer, which had been filedlaim-splitting and statute of limitations grogndlitigation is inherently uncertain, and
we are unable to predict the outcome of this nevelst.
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We have a reserve of approximately $26.0 milliothwespect to the James Jones Litigation in ousalifated balance sheet as of October 1,
2006. We believe, on the basis of all availablerimfation, that this reserve is adequate to coveptbbable and reasonably estimable losses
resulting from the Armenta case and the insurangerage litigation with Zurich American Insurancer@pany (Zurich) discussed below. '
are currently unable to make an estimate of thgearf any additional losses.

On February 14, 2001, after our insurers had detoedrage for the claims in the Armenta case, led f« complaint for coverage against our
insurers in the California Superior Court (the aage case). James Jones filed a similar compthmiases were consolidated, and the trial
court made summary adjudication rulings that Zunalst pay all reasonable defense costs incurragiand James Jones in the Armenta
case since April 23, 1998 as well as such futufergse costs until the end of the Armenta caseuln2004, the California Court of Appeal
affirmed these rulings, and, on December 1, 208t Qalifornia Supreme Court denied Zurich's appé#iis decision. This denial
permanently established Zurich's obligation to payenta defense costs for both us (approximate;@nillion plus future costs) and
James Jones (which we estimate to be $17.3 milias future costs), and Zurich is currently makpayments of incurred Armenta defense
costs. However, as noted below, Zurich assertshieaiefense costs paid by it are subject to reisgment.

In 2002, the trial court made a summary adjudicatiding that Zurich must indemnify and pay us dathes Jones for amounts paid to settle
with the City of Los Angeles. Zurich's attempt tatain appellate review of this order was denied,zurich will still be able to appeal this
order at the end of the coverage case. In 2004ritdeourt made another summary adjudicatiomguthat Zurich must indemnify and pay us
and James Jones for the $13.0 million paid toes#td claims of the Phase | cities described abowech's attempt to obtain appellate review
of this ruling was denied on December 3, 2004 leyGhlifornia Court of Appeal, but Zurich will stile able to appeal this order at the end of
the coverage case. Although Zurich has now madé ofidlse payments required by these indemnity ardee are currently unable to predict
the finality of these orders since Zurich can apfieam at the end of the coverage case. We haweded reimbursed indemnity settlement
amounts (but not reimbursed defense costs) abilitligpending court resolution of the indemnifimat matter as it relates to Zurich.

Zurich has asserted that all amounts (which wenedé to be $56.0 million for both defense costsiaddmnity amounts paid for settlements)
paid by it to us and James Jones are subjectrtibtesement under Deductible Agreements relateldetinsurance policies between Zurich
and Watts. If Zurich were to prevail on this argudames Jones would have a possible indemniiy @gainst us for its exposure from the
Armenta case. We believe the Armenta case showiEhed as one occurrence and the deductible anstanidd be $0.5 million per
occurrence.

These reimbursement claims are subject to arlwtrathder the Watts/Zurich Deductible Agreementsichuclaims its reimbursement right
for defense costs paid arises under six Deducfigteements, and we contend that only two Deducigeeements apply. We further
contend that a final decision in California suppartir position on the number of Deductible Agreetsi¢imat should apply to defense costs
January 31, 2006, the federal district court inc@gb, lllinois determined that there are disputesden all Deductible Agreements in effect
during the period in which Zurich issued primaryigies and that the
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arbitrator could decide which agreements would mdmeéimbursement claims. We appealed this rulig.October 20, 2006, the United
States Court of Appeals for the Seventh Circuitrad that an arbitration panel could decide whileluctible agreements between Zurich
and us would control Zurich's reimbursement claamdefense costs paid in the James Jones caseaeAslfof this development, we recor
a pre-tax charge of $5,000,000 to discontinuedatjmers in the third quarter of 2006.

Based on management's assessment, we do not bblatbe ultimate outcome of the James Jonesdtitig will have a material adverse
effect on our liquidity, financial condition or né$s of operations. While this assessment is bagedll available information, litigation is
inherently uncertain, the actual liability to usrésolve this litigation fully cannot be predicteidh any certainty and there exists a reasonable
possibility that we may ultimately incur lossedlie James Jones Litigation in excess of the ammeoruied. We intend to continue to contest
vigorously all aspects of the James Jones Litigatio

Environmental remediatior

We have been named as a potentially responsibie paare otherwise conducting remedial activitiéth respect to a limited number of
identified contaminated sites, including sites weently own or operate. The levels of contamirmatiary significantly from site to site as do
the related levels of remediation efforts. Envir@mtal liabilities are recorded based on the masiatble cost, if known, or on the estimated
minimum cost of remediation. We accrue estimatedrenmental liabilities based on assumptions, wtdoh subject to a number of factors
and uncertainties. Circumstances which can affexteliability and precision of these estimatesude identification of additional sites,
environmental regulations, level of cleanup reqliitechnologies available, number and financialdéoon of other contributors to
remediation and the time period over which reméafiatnay occur. We recognize changes in estimatee@semediation requirements are
defined or as new information becomes available haie a reserve of approximately $1.9 million (eowinental accrual) as of October 1,
2006, which we estimate will likely be paid for émmnmental remediation liabilities over the nex#fito ten years. Based on the facts
currently known to us, we do not believe that thienate outcome of these matters will have a matearverse effect on our liquidity,
financial condition or results of operations. Saheur environmental matters are inherently underad there exists a possibility that we
may ultimately incur losses from these mattersxiress of the amount accrued. However, we cannegmily estimate the amount of any s
additional losses.

Asbestos litigatior

We are defending approximately 104 cases filed amilgn but not exclusively, in Mississippi and Néersey state courts alleging injury or
death as a result of exposure to asbestos. THieggs fiypically name multiple defendants and aledfion behalf of many plaintiffs. They do
not identify any particular Watts products as arsewf ashestos exposure. To date, we have bemsdied from each case when the
scheduled trial date comes near or when discowly/th yield any evidence of exposure to any affmoducts. Based on the facts currently
known to us, we do not believe that the ultimateeome of these claims will have a material adveftect on our liquidity, financial
condition or results of operations.
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Other litigation

On or about March 26, 2003, a class action compleds filed against us by North Carolina Hospiya@®roup, Inc. in the Circuit Court of
Maryland, Prince George's County. It alleges tleatatn commercial valve models contain a desigeatdhat causes them to fail prematut
On June 7, 2004, the trial court issued an opiaiwhorder that denied the plaintiff's request fasg certification. This ruling was appealed at
the end of 2004, and on January 17, 2006, thisguwlias affirmed by the Maryland Court of SpeciapAals. Based on the facts currently
known to us, we do not believe that the ultimatteome of this matter will have a material adver§eat on our liquidity, financial condition

or results of operations.

Other lawsuits and proceedings or claims, arisinghfthe ordinary course of operations, are alsaipgnor threatened against us. Based on
the facts currently known to us, we do not belithat the ultimate outcome of these other litigatioatters will have a material adverse effect
on our liquidity, financial condition or results operations.
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Underwriting

We are offering the shares of Class A common stiesicribed in this prospectus supplement througimeber of underwriters. J.P. Morgan
Securities Inc. is acting as book-running managéneoffering, and J.P. Morgan Securities Inc.yBanc Capital Markets, a Division of
McDonald Investments Inc., Robert W. Baird & Cacdrporated and SunTrust Capital Markets, Inc. atiég as representatives of the
underwriters. We have entered into an underwritiggeement with the underwriters. Subject to thesesind conditions of the underwriting
agreement, we have agreed to sell to the undersjyra@d each underwriter has severally agreedrithpse, at the public offering price less
the underwriting discounts and commissions sehfort the cover page of this prospectus supplerttepumber of shares of Class A
common stock listed next to its name in the follogvtable:

Number of

Name shares
J.P. Morgan Securities In 2,940,001
KeyBanc Capital Markets, a Division of McDonald éstments Inc 759,50(
Robert W. Baird & Co. Incorporate 710,50(
SunTrust Capital Markets, In 490,00(
Brean Murray, Carret & Co., LLI 100,00(
Total 5,000,001

The underwriters are committed to purchase alktteges of Class A common stock offered by us ¥ fhechase any shares. The
underwriting agreement also provides that if aneundiiter defaults, the purchase commitments of defaulting underwriters may also be
increased or the offering may be terminated.

The underwriters propose to offer the shares aé<Chacommon stock directly to the public at thelpubffering price set forth on the cover
page of this prospectus supplement and to certteds at that price less a concession not in exafekl.14 per share. Any such dealers may
resell shares to certain other brokers or deateagdascount of up to $0.10 per share from theipudifering price. After the public offering of
the shares, the offering price and other sellingi¢emay be changed by the underwriters. Salesaséstmade outside of the United States
may be made by affiliates of the underwriters.

The underwriters have an option to buy up to 750 &dditional shares of Class A common stock frortousver sales of shares by the
underwriters which exceed the number of sharesfeg@dm the table above. The underwriters haval&@s from the date of this prospectus
supplement to exercise this over-allotment optibany shares are purchased with this over-allotrogtion, the underwriters will purchase
shares in approximately the same proportion as shiowhe table above. If any additional shareslas€ A common stock are purchased, the
underwriters will offer the additional shares or #ame terms as those on which the shares are dfésned.

The underwriting fee is equal to the public offgrprice per share of Class A common stock lesamheunt paid by the underwriters to us
share of Class A common stock. The underwriting$ekl.90 per share. The following table showspieshare and total
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underwriting discounts and commissions to be paith¢ underwriters assuming both no exercise ahéxarcise of the underwriters' option
to purchase additional shares.

Without With full
over-allotment over-allotment
exercise EXErcise
Per shart $ 1.9C $ 1.9C
Total $ 9,500,000 $ 10,925,00

We estimate that the total expenses of this offgrxcluding underwriting discounts and commissiovi be about $350,000.

A prospectus supplement in electronic format maynbee available on the web sites maintained byoomeore underwriters, or selling grc
members, if any, participating in the offering. Tunederwriters may agree to allocate a number afesht® underwriters and selling group
members for sale to their online brokerage acchaltters. Internet distributions will be allocatedthe representatives to underwriters and
selling group members that may make Internet distibns on the same basis as other allocations.

We have agreed that, for a period of 90 days #fedate of this prospectus supplement, withouptfar written consent of J.P. Morgan
Securities Inc., we will not:

. offer, pledge, announce the intention to sell, sglhtract to sell, sell any option or contracptwchase, purchase any option or con
to sell, grant any option, right or warrant to phase or otherwise transfer or dispose of, diremtlyndirectly, any shares of Class A
common stock or any securities convertible intexercisable or exchangeable for our Class A comstack, or

. enter into any swap or other agreement that tras\sfewhole or in part, any of the economic consages of ownership of our Class

A common stock, whether any such transaction ixetsettled by delivery of Class A common stockumhsother securities, in cash or
otherwise.

Our agreement will not apply to:

. the shares of Class A common stock being soldisnatfiering,

. the grant of options or other rights to purchasseh of Class A common stock under our existingleyee stock option plans or
employee stock purchase plans, and

. any shares of Class A common stock issued upoextikeise of options or other rights granted underexisting employee stock
option plans.

In addition, our executive officers and directoasé agreed that, during this 90-day restrictedogemvithout the prior written consent of J.P.
Morgan Securities Inc., they will not:

. offer, pledge, announce the intention to sell, selhtract to sell, sell any option or contracptmchase, purchase any option or con
to sell, grant any option, right or warrant to phase, or otherwise transfer or dispose of, diremtiyndirectly, any shares of our
common stock or any securities convertible intexercisable or exchangeable for our common stock
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(including without limitation, common stock whichaybe deemed to be beneficially owned by them andrgies which may be
issued upon exercise of a stock option or warrant),

. enter into any swap or other agreement that tras\sfewhole or in part, any of the economic consages of ownership of our
common stock,

whether any such transaction is to be settled byeatg of common stock or such other securities;ash or otherwise. This agreement will
not apply to the sale by our executive officers dindctors of up to 400,000 shares of common stiocthe aggregate, during the 90-day
restricted period (as extended, if applicable,escdbed in the next paragraph).

The 90-day restricted period described above ifestito extension if:

. during the last 17 days of the 90-day restrictaibpewe issue an earnings release or material we\asmaterial event relating to us
occurs or
. prior to the expiration of the 90-day restrictedipe, we announce that we will release earningsltgsluring the 16-day period

beginning on the last day of the 90-day restrigtedod.

If either of these events occurs, the lock-up re#ins will continue to apply until the expiratiarf the 18-day period beginning on the
issuance of the earnings release or the occuriatbe material news or material event.

We have agreed to indemnify the underwriters agaimgain liabilities, including liabilities undéine Securities Act of 1933.
Our Class A common stock is listed on the New Y8ttick Exchange under the symbol "WTS."

In connection with this offering, the underwritensly engage in stabilizing transactions, which imgslmaking bids for, purchasing and
selling shares of Class A common stock in the aparket for the purpose of preventing or retardimpaline in the market price of the Class
A common stock while this offering is in progre$hese stabilizing transactions may include makhmgytssales of the Class A common st
which involves the sale by the underwriters of @ager number of shares of Class A common stocktti@nare required to purchase in this
offering, and purchasing shares of Class A comnmackson the open market to cover positions crebyeshort sales. Short sales may be
"covered" shorts, which are short positions in amant not greater than the underwriters' over-aléott option referred to above, or may be
"naked" shorts, which are short positions in exadthat amount. The underwriters may close out@wered short position either by
exercising their over-allotment option, in wholeimpart, or by purchasing shares in the open ntaikenaking this determination, the
underwriters will consider, among other things, phiee of shares available for purchase in the aparket compared to the price at which
underwriters may purchase shares through the diamant option. A naked short position is moreelikto be created if the underwriters are
concerned that there may be downward pressureeoprite of the Class A common stock in the operkatahat could adversely affect
investors who purchase in this offering. To theeakthat the underwriters create a naked shortipnsthey will purchase shares in the open
market to cover the position.

The underwriters have advised us that, pursuaRetpulation M under the Securities Exchange Acta#4l they may also engage in other
activities that stabilize, maintain or
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otherwise affect the price of the Class A commaulstincluding the imposition of penalty bids. Thigans that if the representatives of the
underwriters purchase Class A common stock in gemanarket in stabilizing transactions or to calesrt sales, the representatives can
require the underwriters that sold those shargmef this offering to repay the underwritingabsint received by them.

These activities may have the effect of raisinghaintaining the market price of the Class A comrstmtk or preventing or retarding a
decline in the market price of the Class A commogls and, as a result, the price of the Classrnon stock may be higher than the price
that otherwise might exist in the open marketh# tinderwriters commence these activities, they disgontinue them at any time. The
underwriters may carry out these transactions emNttw York Stock Exchange, in the over-the-countarket or otherwise.

Certain of the underwriters and their affiliatevé&g@rovided in the past to us and our affiliated aray provide from time to time in the future
certain commercial banking, financial advisory,@atment banking and other services for us and affitlates in the ordinary course of their
business, for which they have received and mayirmmoato receive customary fees and commissionaddtition, from time to time, certain of
the underwriters and their affiliates may effeansactions for their own account or the accourustomers, and hold on behalf of themse
or their customers, long or short positions in delt or equity securities or loans, and may dagbe future.

Legal matters

Certain legal matters with respect to the Clas®mmon stock offered hereby will be passed upomus$doy Wilmer Cutler Pickering Hale a
Dorr LLP. Certain legal matters in connection wthis offering will be passed upon for the underenstby Davis Polk & Wardwell.

Where you can find more information

We are subject to the information requirementhef$ecurities Exchange Act of 1934, and in accarelavith the Exchange Act, file annual,
quarterly and special reports, proxy statementsosimer information with the SEC. You may read angycany document we file at the SEC's
Public Reference Room at its new address, 100deS.E., Washington, D.C. 20549. You may call$iC at 1-800-SEC-0330 for further
information on the operation of the Public RefeeRoom. Our SEC filings are also available to thklig from the SEC's website at

http: /mww.sec.gov . Our Class A common stock is listed on the NewkYStock Exchange under the symbol "WTS." Pleasdlsesecond
paragraph of "Where You Can Find More Informationthe accompanying prospectus for additional imiation.
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Prospectus

WATTS WATER TECHNOLOGIES, INC.

$300,000,000

Debt Securities
Preferred Stock
Class A Common Stock
Depositary Shares

Warrants
Stock Purchase Contracts
Stock Purchase Units

This prospectus provides you with a geneeskription of debt and equity securities thatté/dfater Technologies, Inc. may offer and
sell, from time to time. Each time we sell secastive will provide a prospectus supplement thdtamihtain specific information about the
terms of any debt or equity securities we offer tiredspecific manner in which we will offer the dlelb equity securities. The prospectus
supplement will also contain information, where @gpiate, about material United States federalnmedax consequences relating to, and
listing on a securities exchange of, the debt oitggecurities covered by the prospectus supplénid®e prospectus supplement may add to,

update or change the information in this prospedtos should read this prospectus and any prospesttpplement carefully before you
invest in our securities.

Our Class A common stock is listed on tlesvN ork Stock Exchange under the symbol "WTS."

Investing in our securities involves various risksBeginning on page 1, we discuss several "Risk Fac$" that you should considel
before investing in our securities.

Neither the Securities and Exchange Coniorigsor any state securities commission has approvelisapproved of these securities or
determined if this prospectus is truthful or conglé\ny representation to the contrary is a crirhaféense.

The date of this prospectus is May 18, 2005
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Unless the context otherwise requires, all referencesto "Watts," "we," "our,
Water Technologies, Inc., a Delaware corporation.

us' or "the company" in this prospectus refer to Watts

RISK FACTORS

Before you invest in our securities, you should be aware that there are various risks, including those described below. You should
consider carefully these risk factors together with all of the information included or incorporated by reference in this prospectus before you
decide whether to invest in our securities. This section includes or refersto forward-looking statements; you should read the explanation of the
qualifications and limitations on such forwar d-looking statements discussed el sewhere in this prospectus.

We face intense competition and, if we are not atdeespond to competition in our markets, our renges may decrease.

Competitive pressures in our markets cauleersely affect our competitive position, leadiog possible loss of market share or a
decrease in prices, either of which could resutténreased revenues and profits. We encounteismismpetition in all areas of our busin
Additionally, customers for our products are atténgpto reduce the number of vendors from whiclytherchase in order to reduce the size
and diversity of their inventories and their tract&n costs. To remain competitive, we will neednieest continuously in manufacturing,
marketing, customer service and support and otnillision networks. We may not have sufficient i@s@s to continue to make such
investments and we may be unable to maintain ompeditive position. In addition, we anticipate tha may have to reduce the prices of
some of our products to stay competitive, potelgti@sulting in a reduction in the profit margirrfand inventory valuation of, these
products. Some of our competitors are based ingoreountries and have cost structures and pricésréign currencies. Accordingly,
currency fluctuations could cause our United Stdtdkr-priced products to be less competitive thancompetitors' products which are
priced in other currencies.

Reductions or interruptions in the supply of raw rr&ials and increases in the costs of raw materiatsuld reduce our profit margins an
adversely impact our ability to meet our customedidery commitments.

We require substantial amounts of raw niaerincluding bronze, brass, cast iron, steel@adtic and substantially all of the raw
materials we require are purchased from outsidecesuThe availability and costs of raw materiats/rhe subject to curtailment or change
due to, among other things, new laws or regulatisnppliers' allocations to other purchasers, inf#ions in production by suppliers and
changes in exchange rates and worldwide price enthdd levels. We are not currently party to angiterm supply agreements. Our
inability to obtain adequate supplies of raw maitsrfor our products at favorable costs, or atcaljld have a material adverse effect on our
business, financial condition or results of operaiby decreasing our profit margins and by himdpedur ability to deliver products to our
customers on a timely basis. The costs of thesematerials are at the highest levels that they f@es in many years. We may continue to
experience further cost increases of these matetfale are not able to continue to reduce or ielate the effect of these cost increases
through lowering other costs of production or sssfély implementing price increases to our custiansuch cost increases from our ven
could have a negative effect on our financial rssul

Implementation of our acquisition strategy may nbé successful, which could affect our ability todrease our revenues or ot
profitability.

One of our strategies is to increase ouemaes and profitability and expand our marketsubh acquisitions that will provide us with
complementary water-related products and increas&enhshare for our existing product lines. We caifre certain that we will be able to
identify, acquire or profitably manage additionahganies or successfully integrate such additiooaipanies without substantial costs,
delays or other problems. Also, companies acquiedntly and in the future may not achieve revenpiesitability or cash flows that justify
our investment in them. We expect to spend siganifidime and effort in expanding our existing besses and identifying, completing and




integrating acquisitions. We have faced increasimgpetition for acquisition candidates which hassuited in significant increases in the
purchase prices of many acquisition candidates @dinpetition, and the resulting purchase pricesgses, may limit the number of
acquisition opportunities available to us, posslbbding to a decrease in the rate of growth ofreuenues and profitability. In addition,
acquisitions may involve a number of special risksluding, but not limited to:

. adverse short-term effects on our reported opeyagsults;

. diversion of management's attention;

. loss of key personnel at acquired companies; and

. unanticipated management or operational problenfsgal liabilities.

Down economic cycles, particularly reduced levefgesidential and norresidential starts and remodeling, could have arvadse effect ol
our revenues and operating results.

We have experienced and expect to contimesperience fluctuations in revenues and opagatisults due to economic and business
cycles. The businesses of most of our customers¢cpiarly plumbing and heating wholesalers and Bamprovement retailers, are cyclical.
Therefore, the level of our business activity hasrbcyclical, fluctuating with economic cycles. lso believe our level of business activity
is influenced by residential and non-residentiaftstand renovation and remodeling, which areyiin,theavily influenced by interest rates,
consumer debt levels, changes in disposable incemployment growth and consumer confidence. Iféree®d other factors cause a material
reduction in residential and non-residential andadeling starts, our revenues and profits wouldekse and result in a material adverse
effect on our financial condition and results oérgtions.

Economic and other risks associated with internatal sales and operations could adversely affect business and future operatin
results.

Since we sell and manufacture our prodwetddwide, our business is subject to risks assediavith doing business internationally. Our
business and future operating results could be éditmy a variety of factors, including:

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

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

. difficulty in staffing and managing widespread agtéans, which could reduce our productivity;

. costs of compliance with differing labor regulaoespecially in connection with restructuring ouerseas operations;
. laws of some foreign countries, which may not prbtaur intellectual property rights to the sameeexis the laws of the

United States; and

. unexpected changes in regulatory requirements,hwhimy be costly and require time to implement.
Fluctuations in foreign exchange rates, particularithe euro, could materially affect our reportedsts.

We are exposed to fluctuations in foreigrrencies, as a portion of our sales and certaitigns of our costs, assets and liabilities are
denominated in currencies other than United Stdéars. Approximately 38.5% of our sales during ftear ended December 31, 2004 were
from sales outside of the United States compar& 1496 for the year ended December 31, 2003. feoy¢hrs ended
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December 31, 2004, 2003 and 2002, the appreciafitre euro against the United States dollar hpdsitive impact on sales of
approximately $20.9 million, $31.1 million and $#fllion, respectively. Additionally, our Canadiaperations require significant amount:
United States purchases for their operations. ifstare of revenue in non-dollar denominated ceiesncontinues to increase in future
periods, exchange rate fluctuations will likely bavgreater impact on our results of operationsfiaadcial condition. Further, the Chinese
government may cease its utilization of a fixe@ raftexchange of the Chinese RMB against the Ur8tatks dollar which could adversely
affect our current favorable cost structure fordpwe source from our joint ventures, our whollyred subsidiary in China and our outside
vendors.

There are risks in expanding our manufacturing opegtions in China.

As part of our strategy, we are shiftingaation of our manufacturing operations to Chinagduce our production costs and sell product
into the Chinese market. This shift will subjearaater portion of our operations to the risksahgd business in China. The increased
production levels in China require increased lewélorking capital as we are rapidly increasingdmount and manufacturing equipment. If
we are unable to quickly train these new employeesnay experience product quality issues. The Glientral and local government
authorities have a higher degree of control overbmsiness in China than is customary in develegmathomies and makes the process of
obtaining necessary regulatory approval in Chimeeiantly unpredictable. In addition, the protectmeorded our proprietary technology and
know-how under the Chinese legal system is notrasg as in the United States and, as a resultnaselose valuable trade secrets and
competitive advantage.

If we cannot continue operating our manufacturingatilities at current or higher utilization levelsyur results of operations could k
adversely affected.

The equipment and management systems rae@gdes the operation of our manufacturing fadlitimay break-down, perform poorly or
fail, resulting in fluctuations in our ability toanufacture our products and to achieve manufagfgificiencies. We operate a number of
manufacturing facilities, all of which are subjéethis risk, and such fluctuations at any of thieedities could cause an increase in our
production costs and a corresponding decreaseriprofitability. We also have a verticaliptegrated manufacturing process. Each segm
dependent upon the prior process and any breakdoame segment will adversely affect all later camgnts. Fluctuations in our production
process may affect our ability to deliver product®ur customers on a timely basis. Our inabilityrteet our delivery obligations could result
in a loss of our customers and negatively impactboginess, financial condition and results of apiens.

In addition, our manufacturing restructgriplan, which we began in 2001, was initiated thuge our manufacturing costs. As we
transition more of our operations overseas, asultref the manufacturing restructuring plan, we tansferring capacity utilization. If our
planned manufacturing plant consolidations in timitédl States and Europe and our production capabitpansion in China are not
successful, our results of operations and finarcmabition could be materially adversely affected.

If we experience delays in introducing new produatsif our existing or new products do not achieee maintain market acceptance ar
regulatory approvals, our revenues and our profiiity may decrease.

Our failure to develop new and innovativeducts or to custom design existing products coesdlt in the loss of existing customers to
competitors or the inability to attract new bussesither of which may adversely affect our reven@ur industry is characterized by:

. intense competition;

. changes in specifications required by our custonmusnbing codes and/or regulatory agencies;
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. technically complex products; al

. constant improvement to existing products and ¢htotions of new products.

We believe our future success will depémghart, on our ability to anticipate or adapthege factors and to offer, on a timely basis,
products that meet customer demands and the rewgiits of plumbing codes and/or regulatory agendies.development of new or
enhanced products is a complex and uncertain pgaegsiiring the anticipation of technological andrket trends. We may experience
design, manufacturing, marketing or other diffigt such as an inability to attract a sufficiemtrier of experienced engineers, that could
delay or prevent our development, introduction,rapal or marketing of new products or enhancemantsresult in unexpected expenses.
Such difficulties could cause us to lose businem® four customers and could adversely affect oorpmgditive position; in addition, added
expenses could decrease the profitability assatiaith those products that do not gain market atecee.

Environmental compliance costs and liabilities calincrease our expenses or reduce our profitabili

Our operations and properties are subgeektensive and increasingly stringent laws andlegpns relating to environmental protecti
including laws and regulations governing air enoissj water discharges, waste management and dispmbsa/orkplace safety. Such laws
and regulations can impose substantial fines anctisas for violations and require the installatafrcostly pollution control equipment or
operational changes to limit pollution emissiond/an decrease the likelihood of accidental hazasdulbstance releases. We also could be
required to halt one or more portions of our operst until a violation is cured. We could also iadle for the costs of property damage or
personal injury to others. Although we attempt pemate in compliance with these environmental lavesmay not succeed in this effort at all
times. The costs of curing violations or resolvergorcement actions that might be initiated by goreent authorities could be substantial.

Under certain environmental laws, the aurend past owners or operators of real property Ipegliable for the costs of cleaning up
contamination, even if they did not know of or warg responsible for such contamination. These &g impose liability on any person
who arranges for the disposal or treatment of fthmes waste at any site. Therefore, our ownershdpoperation of real property and our
disposal of waste could lead to liabilities underde laws.

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

Third parties may infringe our intellectual propeytand we may expend resources enforcing our rigbtsuffer competitive injury.

We rely on a combination of patents, cagyts, trademarks, trade secrets, confidentialibyigions and licensing arrangements to
establish and protect our proprietary rights. We tmarequired to spend resources to monitor anidgoolr intellectual property rights. If we
fail to successfully enforce our intellectual prageights, our competitive position could suffedich could harm our operating results. We
have been limited from selling products from tinoetime because of existing patents.
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We face risks from product liability and other lawis, which may adversely affect our business.

We have been and may continue to be sutgjectrious product liability claims or other lavitsy including, among others that our
products include inadequate or improper instructifm use or installation, or inadequate warnirgscerning the effects of the failure of our
products. In the event that we do not have adeduositeance or contractual indemnification, damdgas these claims would have to be ¢
from our assets and could have a material advéieset en our results of operations, liquidity amaiaincial condition. In particular, if we settle
or conclude litigation in a quarterly or annualagtng period, there could be a material impacbanoperating results for that quarter or y
We, like other manufacturers and distributors aidoicts designed to control and regulate fluidse fat inherent risk of exposure to product
liability claims and other lawsuits in the everdttthe use of our products results in personahynjoroperty damage or business interruption
to our customers. Although we maintain strict gyationtrols and procedures, including the testihgaer materials and safety testing of
selected finished products, we cannot be certaihdbr products will be completely free from deféntaddition, in certain cases, we rely on
third-party manufacturers for our products or comgrds of our products. Although we have produdiility and general insurance coverage,
we cannot be certain that this insurance coveraljeamtinue to be available to us at a reasonab#, or, if available, will be adequate to
cover any such liabilities.

The requirements of FAS 142 may result in a writé-of all or a portion of our goodwill, which woulchegatively impact our operating
results and financial condition.

As of December 31, 2004, we had goodwib26.2 million, or 24.5% of our total assets aBP% of our total stockholders' equity. If
we are required to take an impairment charge taggoadwill in connection with the requirements of $A42, our operating results may
decrease and our financial condition may be hartdeder FAS 142, goodwill and identifiable intangilalssets that have indefinite useful
lives are no longer amortized. In lieu of amorti@at we were required to perform an initial impaémh review of goodwill and are required to
perform annual impairment reviews thereafter. Weeeh@oncluded that no impairment existed at Oct@de2004, the time of our annual
review. We perform our annual test for indicatiofigoodwill impairment in the fourth quarter of disgcal year or sooner if indicators exist.

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

Our largest customer, The Home Depot, lxcounted for approximately $81.3 million, or 9,986our total net sales for the year ended
December 31, 2004, and $74.8 million, or 10.7%qwftotal net sales for year ended December 313.200r customers generally are not
obligated to purchase any minimum volume of proslficim us and are able to terminate their relatigpsswith us at any time. A significant
reduction in orders or change in terms from The Ed@wepot, Inc. could have a material adverse effaaiur future results of operations.

Certain indebtedness may limit our ability to paividlends, incur additional debt and make acquisit®and other investments.

Our revolving credit facility and other g@mindebtedness contain operational and finarcwaknants that restrict our ability to make
distributions to stockholders, incur additional tlabd make acquisitions and other investments snlessatisfy certain financial tests and
comply with various financial ratios. If we do magintain compliance with these covenants, our toeslcould declare a default under our
revolving credit facility and our indebtedness cbbé declared immediately due and payable. Ouityatsl comply with the provisions of our
indebtedness may be affected by changes in ecormmbigsiness conditions beyond our control.

5




One of our stockholders can exercise substantidluence over our company.

As of January 31, 2005, Timothy P. Hornmyember of our board of directors, beneficially @drapproximately 22.7% of our
outstanding shares of Class A common stock (assuotnversion of all shares of Class B common shagieficially owned by Mr. Horne
into Class A common stock) and approximately 99di%ur outstanding shares of Class B common stebich represents approximately
73.9% of the total outstanding voting power. Asg@s Mr. Horne controls shares representing at éeasjority of the total voting power of
our outstanding stock, Mr. Horne will be able tdlaterally determine the outcome of all stockholdetes and other stockholders will not be
able to affect the outcome of any stockholder vote.

Conversion and sale of a significant number of skearof our Class B common stock could adversely effae market price of our Class A
common stock.

As of January 31, 2005 there were outstanéb,049,338 shares of our Class A common stodk7é843,880 shares of our Class B
common stock. Shares of our Class B common stogkbraaonverted into Class A common stock at ang tim a one for one basis. All of
the shares of Class A common stock are freely fteasisle without restriction or further registrationder the federal securities laws, except
for any shares held by our affiliates, sales ofalhwill be limited by Rule 144 under the Securitheg. In addition, under the terms of a
registration rights agreement with respect to amiding shares of our Class B common stock, theehslof our Class B common stock have
rights with respect to the registration of the uhdeg Class A common stock. Under these regisiratights, the holders of Class B common
stock may require, on up to two occasions, thategéster their shares for public resale. If weeligible to use Form S-3 or a similar short-
form registration statement, the holders of ClagoBimon stock may require that we register thereh for public resale up to two times per
year. If we elect to register any shares of Clag®#mon stock for any public offering, the holdef<Class B common stock are entitlec
include shares of Class A common stock into whigthsshares of Class B common stock may be convertgath registration. However, we
may reduce the number of shares proposed to b&teeg in view of market conditions. We will pajyatpenses in connection with any
registration, other than underwriting discounts aachmissions. If all of the available registeredrgls are sold into the public market the
trading price of our Class A common stock couldlidec

Our Class A common stock has insignificant votingyer.

Our Class B common stock entitles its hidde ten votes for each share and our Class A aistock entitles its holders to one vote
per share. As of January 31, 2005, our Class B aomstock constituted 22.7% of our total outstandioognmon stock and 74.6% of the total
outstanding voting power and thus is able to exerai controlling influence over our business.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registrati@mtesnent filed with the SEC utilizing a shelf reégasion process. Under this shelf registration
process, we may sell any combination of the sdearitescribed in this prospectus in one or morerioi§js up to a total dollar amount of
$300,000,000.

This prospectus provides you with a genéeskription of the securities we may offer. Eantetwe sell securities, we will provide a
prospectus supplement that will contain specifforimation about the terms of that specific offeriige prospectus supplement may also add
to, update or change information contained in ph@spectus. You should read both this prospectdsaap prospectus supplement together
with the additional information described under tfeading "Where You Can Find More Information."

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the information requirateef the Securities Exchange Act of 1934, as alménor Exchange Act, and in accordance
with the Exchange Act, file annual, quarterly apddal reports, proxy statements and other infoionatith the SEC. You may read and
copy any document we file at the SEC's Public Refee Room at 450 Fifth Street, N.W., Washingtog;.20549. You may call the SEC at
1-800-SEC-0330 for further information on the opieraof the Public Reference Room. Our SEC filiags also available to the public from
the SEC's website at http://www.sec.gov. Our CRassmmon stock is listed on the New York Stock Eaoge under the symbol "WTS."

We have the authority to designate anckissare than one class or series of stock havinguspreferences, conversion and other
rights, voting powers, restrictions, limitationstagividends, qualifications, and terms and cdadg of redemption. See "Description of
Preferred Stock" and "Description of Class A Comrtock.” We will furnish a full statement of thdative rights and preferences of each
class or series of our stock which has been sguiatEd and any restrictions on the ownership osfet of our stock to any stockholder upon
request and without charge. Written requests foh siopies should be directed to Watts Water Teduies$, Inc., 815 Chestnut Street, North
Andover, MA 01845, Attention: Corporate Secret&@yr telephone number is (978) 688-1811. Our welisiigcated at
http:/www.wattswater.com. Information containedaar website is not incorporated by reference ihis prospectus and, therefore, is not
part of this prospectus or any accompanying prasgesupplement.

INFORMATION INCORPORATED BY REFERENCE

The SEC allows us to incorporate by refeegtie information and reports we file with it, whimeans that we can disclose important
information to you by referring you to these docuaise Our SEC file number is 1-11499. The infornraiiocorporated by reference is an
important part of this prospectus, and informatiuat we file later with the SEC will automaticalipdate and supersede the information
already incorporated by reference. We are incotpardy reference the documents listed below, wiwethave already filed with the SEC,
and any future filings we make with the SEC undeet®ns 13(a), 13(c), 14 or 15(d) of the Exchangg Antil we sell all of the securities:

. Annual Report on Form 10-K for the year ended Ddwem31, 2004;
. Current Reports on Form 8-K filed February 9, 20eehruary 23, 2005, March 22, 2005 and May 4, 2005;

. Portions of our Proxy Statement filed with the S&ECMarch 29, 2005 that have been incorporated feyerce into our Annu
Report on Form 10-K;

. The description of our common stock contained inregistration statement on Form 8-A, including anyendment or report
filed for the purpose of updating such description.




Upon request, we will provide, without ofp@rto each person to whom a copy of this prospéastdelivered a copy of the documents
incorporated by reference into this prospectus. ¥ay request a copy of these filings, and any etehiie have specifically incorporated by
reference as an exhibit in this prospectus, ataso lay writing or telephoning us at the followinddaess:

Watts Water Technologies, Inc.
815 Chestnut Street
North Andover, MA 01845
(978) 688-1811
Attention: Corporate Secretary

This prospectus is part of a registrati@nesnent we filed with the SEC. We have incorpataehibits into this registration statement.
You should read the exhibits carefully for provissahat may be important to you.

You should rely only on the information amporated by reference or provided in this progpeot any prospectus supplement. We have
not authorized anyone to provide you with differeribrmation. We are not making an offer of theseusities in any state where the offer is
not permitted. You should not assume that the m&dion in this prospectus or in the documents iperated by reference is accurate as of
any date other than the date on the front of trasgectus or those documents.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

This prospectus, including the informatinoorporated by reference in this prospectus, éesitand any prospectus supplement may
contain, statements that are forward-looking statgmwithin the meaning of the federal securitaagsl. All statements, other than statements
of historical facts, included in this prospectusiminformation incorporated by reference in thisspectus, and any prospectus supplement,
regarding our strategy, future operations, findnmisition, future revenues, projected costs, pgoty plans and objectives of managemer
forward-looking statements. The words "anticipdtéselieves," "estimates," "expects," "predictgblential,” "intends," "continue,"” "may,"
"plans,” "projects," "will," "should," "could," "wald" and similar expressions are intended to idgfbirward-looking statements, although
not all forward-looking statements contain thesntdying words. We cannot guarantee that we alstwdll achieve the plans, intentions or
expectations disclosed in our forward-looking staats, and you should not place undue reliancauofooward-looking statements.
Forward-looking statements are inherently subjecisks, uncertainties and assumptions. Actualli®su events could differ materially from
the plans, intentions and expectations disclosdkarforward-looking statements that we make. Weehacluded important factors in the
cautionary statements included in this prospegadicularly under the heading "Risk Factors," thatbelieve could cause actual results or
events to differ materially from the forward-loogistatements that we make. Our forward-lookingestants do not reflect the potential
impact of any future acquisitions, mergers, disfmss, joint ventures or investments that we mag Iparty to or make. We do not assume
any obligation to update any forward-looking stages.




ABOUT WATTS WATER TECHNOLOGIES, INC.

Watts Water Technologies, Inc. was founbgdoseph E. Watts in 1874 in Lawrence, Massacts, set Watts Regulator Co. The
Company started as a small machine shop supplyirtg o the New England textile mills of the 19&mtury and has grown into a global
manufacturer of products and systems focused oodhiol, conservation and quality of water anddbmfort and safety of the people using
it. The Company was incorporated in Delaware in5198

Our "Water by Watts" strategy is to be lgeding provider of water quality, water consemmatiwater safety and water flow control
products for the residential and commercial marketdorth America and Europe. Our primary objectivéo grow earnings by increasing
sales within existing markets, expanding into neavkats, making selected acquisitions and reduciagufacturing costs. We intend to
continue to introduce products in existing markstenhancing our preferred brands, developing mawptementary products, promoting
plumbing code development to drive sales of sadety water quality products and continuously impnguinerchandising in both the do-it-
yourself (DIY) and wholesale distribution channéiée also target selected new markets based on lgmeténtial and intend to continue
introduce new products appropriate for these nevketa We intend to continue to generate additignaivth through selected acquisitions,
both in our core markets as well as in new comptaarg markets. Lastly, we are committed to reducingmanufacturing costs through a
combination of expanding manufacturing in loveaist countries and consolidating our diverse mantufang operations in North America ¢
Europe.

Our products are sold to wholesale distdls) major DIY chains and original equipment matifirers (OEMs). Most of our sales are
for products that have been approved under regylatandards incorporated into state and munigpahbing, heating, building and fire
protection codes in North America and Europe. Wsigiently advocate for the development and enfoecd of plumbing codes and are
committed to providing products to meet these sieag] particularly for safety and control valveguots. We maintain quality control and
testing procedures at each of our manufacturindjtfas in order to manufacture products in comptia with code requirements. Additiona
a majority of our manufacturing facilities are 19000, 9001 or 9002 certified by the Internationaeg&hization for Standardization.

Our Class A common stock is listed on tlesvN ork Stock Exchange under the symbol "WTS." éxecutive offices are located at
815 Chestnut Street, North Andover, MA 01845. @leghone number is (978) 688-1811.
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RATIOS OF EARNINGS TO FIXED CHARGES

The following table sets forth our consatield ratios of earnings to fixed charges for ed¢heperiods shown. The ratio of earnings to
fixed charges has been computed by dividing incbefere income taxes plus fixed charges (net oftalpéd interest) by fixed charges.
Fixed charges consist of interest expense befalgcton for capitalized interest and generally ¢imed of rental expense, which is conside
to be representative of an interest factor.

Three Months

Ended Years Ended December 31,
April 3, 2005 2004 2003 2002 2001 2000
Ratio of earnings to fixed charges 7.8x 7.3x 5.4x 6.3x 5.0x 5.7x

@) Our ratios of earnings to combined fixed chargeb@neferred stock dividends for the periods indidedibove are the same as our
ratios of earnings to fixed charges set forth aldme@ause we had no shares of preferred stock ndistpduring the periods indicated
and currently have no shares of preferred stocktanding.

HOW WE INTEND TO USE THE PROCEEDS

We currently intend to use the net procdeata the sale of any securities under this progpeefor general corporate purposes, which
may include the following:

. the acquisition of other companies or businesses;

. the repayment and refinancing of debt;

. capital expenditures;

. working capital; and

. other purposes as mentioned in any prospectusemuppt.

Pending such uses, we may temporarily intvesnet proceeds in government securities ortgbon investment grade interest bearing
securities. The precise amounts and timing of @ieation of proceeds will depend upon our fundieguirements and the availability of
other funds. Except as mentioned in any prospettpplement, specific allocations of the proceedsitth purposes will not have been made
at the date of that prospectus supplement.

Based upon our historical and anticipatedre growth and our financial needs, we may engageditional financings of a character
and amount that we determine as the need arises.
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DESCRIPTION OF THE SECURITIES

We may offer, from time to time, in onemore offerings, up to $300,000,000 of the follows®gurities:

. senior debt securities;

. subordinated debt securities;

. preferred stock;

. Class A common stock;

. depositary shares representing an interest in pegfstock;

. warrants exercisable for preferred stock or Clag®#mon stock;
. stock purchase contracts; or

. stock purchase units.

The aggregate initial offering price of tftered securities that we may issue will not et8300,000,000. If we issue debt securities at
a discount from their principal amount, then, fargoses of calculating the aggregate initial offgmprice of the offered securities issued
under this prospectus, we will include only theiatioffering price of the debt securities and ti@ principal amount of the debt securities.

This prospectus contains a summary of grernl terms of the various securities that we offer. The prospectus supplement relating
to any particular securities offered will descrihe specific terms of the securities, which mayrbaddition to or different from the general
terms summarized in this prospectus. Because thenawy in this prospectus and in any prospectuslisopmt does not contain all of the
information that you may find useful, you shoulddehe documents relating to the securities thetlascribed in this prospectus or in any
applicable prospectus supplement. Please read 8\ Can Find More Information” to find out howuwoan obtain a copy of those
documents.

The applicable prospectus supplement \igth aontain the terms of a given offering, theiagioffering price and our net proceeds. W
applicable, a prospectus supplement will also des@ny material United States federal income tmsequences relating to the securities
offered and indicate whether the securities offenedor will be quoted or listed on any quotatigstem or securities exchange.
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DESCRIPTION OF DEBT SECURITIES

This prospectus describes the general tarmdsprovisions of the debt securities we may is@een we offer to sell a particular series of
debt securities, we will describe the specific tewhthe securities in a supplement to this progedncluding any additional covenants or
changes to existing covenants relating to suclesefihe prospectus supplement also will indicatethdr the general terms and provisions
described in this prospectus apply to a particsdaies of debt securities. You should read theshatdenture if you do not fully understand a
term or the way we use it in this prospectus.

We may offer senior or subordinated debtisdes. Each series of debt securities may héféerent terms. The senior debt securities
will be issued under one or more senior indentutased as of a date prior to such issuance, betugand a trustee, as amended or
supplemented from time to time. We will refer toyauch indenture throughout this prospectus asséaior indenture.” Any subordinated
debt securities will be issued under one or mopaisge indentures, dated as of a date prior to issclance, between us and a trustee, as
amended or supplemented from time to time. Wenefltr to any such indenture throughout this prospgeas the "subordinated indenture”
and to the trustee under the senior or subordiriatizhture as the "trustee.” The senior indentatethe subordinated indenture are
sometimes collectively referred to in this prospsds the "indentures.” The indentures will be ettifp and governed by the Trust Indenture
Act of 1939, as amended. We included copies ofdtmas of the indentures as exhibits to our registrastatement and they are incorporated
into this prospectus by reference.

If we issue debt securities at a discotmrftheir principal amount, then, for purposesaitulating the aggregate initial offering price
the offered securities issued under this prospeatasill include only the initial offering pricef the debt securities and not the principal
amount of the debt securities.

We have summarized below the material giows of the indentures and the debt securitiesidicated which material provisions will
be described in the related prospectus supplembatprospectus supplement relating to any parti@daurities offered will describe the
specific terms of the securities, which may beddition to or different from the general terms suanized in this prospectus. Because the
summary in this prospectus and in any prospectoglement does not contain all of the informatioat you may find useful, you should read
the documents relating to the securities that eseribed in this prospectus or in any applicabtspectus supplement. Please read "Where
You Can Find More Information" to find out how yoan obtain a copy of those documents. Except aswibe indicated, the terms of the
indentures are identical. As used under this captite term "debt securities" includes the debusges being offered by this prospectus and
all other debt securities issued by us under tHeritures.

General

The indentures:

. do not limit the amount of debt securities thatmey issue;

. allow us to issue debt securities in one or morese

. do not require us to issue all of the debt seawitif a series at the same time;

. allow us to reopen a series to issue additional sieturities without the consent of the holdershefdebt securities of such
series; and

. provide that the debt securities will be unsecueadept as may be set forth in the applicable mctsis supplement.
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Unless we give you different informationtive applicable prospectus supplement, the seelutrsbcurities will be unsubordinated
obligations and will rank equally with all of outher unsecured and unsubordinated indebtednessdpéy on the subordinated debt
securities will be subordinated to the prior paytrerull of all of our senior indebtedness, asatésed under "Description of the Debt
Securities—Subordination” and in the applicablespeztus supplement.

Each indenture provides that we may, betineot, designate more than one trustee undedantiore. Any trustee under an indenture
may resign or be removed and a successor trustgdena@ppointed to act with respect to the seriedebt securities administered by the
resigning or removed trustee. If two or more pessare acting as trustee with respect to differeries of debt securities, each trustee shall be
a trustee of a trust under the applicable indergaparate and apart from the trust administereahgyother trustee. Except as otherwise
indicated in this prospectus, any action describebis prospectus to be taken by each trusteebraagken by each trustee with respect to,
and only with respect to, the one or more seriedebt securities for which it is trustee underdbelicable indenture.

The prospectus supplement for each offasiiigorovide the following terms, where applicable

. the title of the debt securities and whether threys&nior or subordinated;

. the aggregate principal amount of the debt seesrlieing offered, the aggregate principal amoutti@fiebt securities
outstanding as of the most recent practicable aladeany limit on their aggregate principal amoumtluding the aggregate
principal amount of debt securities authorized;

. the price at which the debt securities will be é&twexpressed as a percentage of the principalfasttier than the principal
amount thereof, the portion of the principal amatetreof payable upon declaration of acceleratidhe maturity thereof or,
applicable, the portion of the principal amounso€h debt securities that is convertible into Clag®mmon stock or the
method by which any such portion shall be deterdiine

. if convertible, the terms on which such debt sdmsriare convertible, including the initial conviersprice or rate and the
conversion period and any applicable limitationgtemownership or transferability of Class A comnstock or preferred stor
received on conversion;

. the date or dates, or the method for determiniegitite or dates, on which the principal of the deburities will be payable;

. the fixed or variable interest rate or rates ofdbbt securities, or the method by which the irgierate or rates is determined,;
. the date or dates, or the method for determiniegdtite or dates, from which interest will accrue;

. the dates on which interest will be payable;

. the record dates for interest payment dates, omgthod by which we will determine those dates;

. the persons to whom interest will be payable;

. the basis upon which interest will be calculatedtifer than that of a 360-day year of twelve 30-aaynths;

. any make-whole amount, which is the amount in &atlito principal and interest that is required éogdaid to the holder of a

debt security as a result of any optional redemnptioaccelerated payment of such debt securittheomethod for determining
the make-whole amount;
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the place or places where the principal of, andm@eyium, or mak-whole amount, and interest on, the debt securititbe
payable;

where the debt securities may be surrendered @istration of transfer or conversion or exchange;
where notices or demands to or upon us in resgebealebt securities and the applicable indentuag be served;
the times, prices and other terms and conditiols wghich we may redeem the debt securities;

any obligation we have to redeem, repay or purctfaseebt securities pursuant to any sinking fundnalogous provision or
at the option of holders of the debt securities] i@ times and prices at which we must redeenayrep purchase the debt
securities as a result of such an obligation;

the currency or currencies in which the debt séiesrare denominated and payable if other thanedritates dollars, which
may be a foreign currency or units of two or mameefgn currencies or a composite currency or cgiesnand the terms and
conditions relating thereto, and the manner ofrdaiteéng the equivalent of such foreign currencyinited States dollars;

whether the principal of, and any premium, or mak®le amount, or interest on, the debt securitfdheseries are to be
payable, at our election or at the election of l@ég in a currency or currencies other than thathich the debt securities are
denominated or stated to be payable, and othdéedetarms and conditions;

whether the amount of payments of principal of, ang premium, or make-whole amount, or interestlom debt securities
may be determined according to an index, formulatber method and how such amounts will be detexdhin

whether the debt securities will be in registerauht, bearer form or both and (1) if in registererhi, the person to whom any
interest shall be payable, if other than the pemamhose name the security is registered at theecdf business on the regular
record date for such interest, or (2) if in bedoem, the manner in which, or the person to whony, iaterest on the security
shall be payable if otherwise than upon presemtatial surrender upon maturity;

any restrictions applicable to the offer, sale eiviry of securities in bearer form and the teupen which securities in bearer
form of the series may be exchanged for secuiitiesgistered form of the series and vice vergeeitmitted by applicable laws
and regulations;

whether any debt securities of the series are tedumble initially in temporary global form and ether any debt securities of
the series are to be issuable in permanent global With or without coupons and, if so, whetherdfeial owners of interests
in any such permanent global security may or dieliequired to exchange their interests for otleét decurities of the series,
and the manner in which interest shall be paid,;

the identity of the depositary for securities igistered form, if such series are to be issuabkeglebal security;

the date as of which any debt securities in befarer or in temporary global form shall be datedtifier than the original
issuance date of the first security of the sendsetissued;

the applicability, if any, of the defeasance andet@mnt defeasance provisions described in thigppatgs or in the applicable
indenture;
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. whether and under what circumstances we will pgyaatditional amounts on the debt securities ingespf any tax
assessment or governmental charge and, if so, ethe#will have the option to redeem the debt s@esiin lieu of making
such a payment;

. whether and under what circumstances the debtifesureing offered are convertible into Class Anooon stock or preferred
stock, as the case may be, including the conversioe or rate or manner or calculation thereof;

. the circumstances, if any, specified in the appliegrospectus supplement, under which benefieiaens of interests in the
global security may obtain definitive debt secestand the manner in which payments on a permaitadl debt security will
be made if any debt securities are issuable in ¢eamp or permanent global form;

. any provisions granting special rights to holddrsexurities upon the occurrence of such evenspasified in the applicable
prospectus supplement;

. if the debt securities of such series are to heaisie in definitive form only upon receipt of cantaertificates or other
documents or satisfaction of other conditions, ttienform and/or terms of such certificates, doautsmer conditions;

. the name of the applicable trustee and the nafumayomaterial relationship with us or any of offiliates, and the percentage
of debt securities of the class necessary to redhé trustee to take action;

. any deletions from, modifications of, or additidnsour events of default or covenants and any ahamghe right of any trustt
or any of the holders to declare the principal amai any of such debt securities due and payable;

. applicable CUSIP numbers; and

. any other terms of such debt securities not inabast with the provisions of the applicable indeatu

We may issue debt securities at a discbeluw their principal amount and provide for |lgsart the entire principal amount thereof to be
payable upon declaration of acceleration of theunitstof the debt securities. We refer to any sdebt securities throughout this prospectus
as "original issue discount securities." The aghlie prospectus supplement will describe the Urtitiades federal income tax consequences
and other relevant considerations applicable tgimai issue discount securities.

We also may issue indexed debt securiagments of principal of and premium and interestimdexed debt securities are determined
with reference to the rate of exchange betweerudh@&ncy or currency unit in which the debt segustdenominated and any other currency
or currency unit specified by us, to the relatiopdietween two or more currencies or currency writsy other similar methods or formulas
specified in the prospectus supplement.

Except as described under "—Merger, Codatitin or Sale of Assets" or as may be set fordmiyn prospectus supplement, the debt
securities will not contain any provisions that @Wuld limit our ability to incur indebtedness @) (vould afford holders of debt securities
protection in the event of (a) a highly leveragedimilar transaction involving us, or (b) a chamfeontrol or reorganization, restructuring,
merger or similar transaction involving us that naayersely affect the holders of the debt secstritie the future, we may enter into
transactions, such as the sale of all or substyndithof our assets or a merger or consolidatibiai may have an adverse effect on our ability
to service our indebtedness, including the dehirdiges, by, among other things, substantially dg or eliminating our assets.
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Neither the Delaware General Corporatiow lo®r our governing instruments define the termb%antially all" as it relates to the sale of
assets. Additionally, Delaware cases interprefiregtérm "substantially all" rely upon the facts amdumstances of each particular case.
Consequently, to determine whether a sale of "amltisily all* of our assets has occurred, a hotifatebt securities must review the financial
and other information that we have disclosed topihgic.

We will provide you with more information the applicable prospectus supplement regardipglaletions, modifications, or additions
to the events of default or covenants that arerdestbelow, including any addition of a covenanbther provision providing event risk or
similar protection.

Payment

Unless we give you different informationtive applicable prospectus supplement, the prihoipand any premium, or make-whole
amount, and interest on, any series of the debirisies will be payable at the corporate trustadfof the trustee. We will provide you with
address of the trustee in the applicable prospettpglement. We may also pay interest by mailingeck to the address of the person
entitled to it as it appears in the applicable seggifor the debt securities or by wire transfefunids to that person at an account maintained
within the United States.

All monies that we pay to a paying agena trustee for the payment of the principal of, angl premium, or make-whole amount, or
interest on, any debt security will be repaid tafusiclaimed at the end of two years after theégatlon underlying payment becomes due and
payable. After funds have been returned to ushtth@er of the debt security may look only to usgayment, without payment of interest for
the period which we hold the funds.

Denomination, Interest, Registration and Transf

Unless otherwise described in the applegbbspectus supplement, the debt securities o$args will be issuable in denominations of
$1,000 and integral multiples of $1,000.

Subject to the limitations imposed upontdszurities that are evidenced by a computeringy @ the records of a depository company
rather than by physical delivery of a note, a hotifedebt securities of any series may:

. exchange them for any authorized denominationtodrotiebt securities of the same series and okaalijgregate principal
amount and kind upon surrender of such debt sésidt the corporate trust office of the applicahlstee or at the office of
any transfer agent that we designate for such serpEnd

. surrender them for registration of transfer or exae at the corporate trust office of the applieahistee or at the office of a
transfer agent that we designate for such purpose.

Every debt security surrendered for regt&in of transfer or exchange must be duly endossetcompanied by a written instrument of
transfer satisfactory to the applicable trustefransfer agent. Payment of a service charge wilbeaequired for any registration of transfer
or exchange of any debt securities, but we orriltde may require payment of a sum sufficienbigec any tax or other governmental che
payable in connection therewith. If in additiorthe applicable trustee, the applicable prospeatpplement refers to any transfer agent
initially designated by us for any series of dedatgities, we may at any time rescind the designaif any such transfer agent or approve a
change in the location through which any such fearegent acts, except that we will be requireth&intain a transfer agent in each place of
payment for such series. We may at any time detgadditional transfer agents for any series of deburities.
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Neither we, nor any trustee, will be reqdito:

. issue, register the transfer of or exchange dehirgis of any series during a period beginninthatopening of business
15 days before the day that the notice of redempifaany debt securities selected for redemptionaded and ending at the
close of business on the day of such mailing;

. register the transfer of or exchange any debt ggcor portion thereof, so selected for redemptiarwhole or in part, except
the unredeemed portion of any debt security besdgemed in part; and

. issue, register the transfer of or exchange any sisturity that has been surrendered for repayatethe option of the holder,
except the portion, if any, of such debt securdyto be so repaid.

Merger, Consolidation or Sale of Asse

The indentures provide that we may, withthetconsent of the holders of any outstanding setarities, (1) consolidate with, (2) sell,
lease or convey all or substantially all of ouredisgo, or (3) merge with or into, any other entitgvided that:

. either we are the continuing entity, or the suagesstity, if other than us, assumes the obligati@X) to pay the principal of,
and any premium (or make-whole amount) and intemesall of the debt securities and (B) to dulyfpan and observe all of
the covenants and conditions contained in eachinde;

. after giving effect to the transaction, there isenent of default under the indentures and no ewdith, after notice or the
lapse of time, or both, would become such an evkdeéfault, occurs and continues; and

. an officers' certificate and legal opinion covergwh conditions are delivered to each applicabltee.
Covenants

Existence.  Except as permitted under "—Merger, Consolatatr Sale of Assets," the indentures require uktor cause to be done
all things necessary to preserve and keep indullef and effect our existence, rights and franshisewever, the indentures do not require us
to preserve any right or franchise if we deternthra any right or franchise is no longer desirablthe conduct of our business.

Payment of taxes and other claims.  The indentures require us to pay, dischargmose to be paid or discharged, before they become
delinquent (1) all taxes, assessments and govemahearges levied or imposed on us, our subseliast our subsidiaries' income, profits or
property, and (2) all lawful claims for labor, mia#ts and supplies which, if unpaid, might by laecbme a lien upon our property or the
property of our subsidiaries. However, we will betrequired to pay, discharge or cause to be palisoharged any such tax, assessment,
charge or claim whose amount, applicability or di&iis being contested in good faith by approgriatoceedings.

Provision of financial information.  The indentures require us to (1) within 15 dafysach of the respective dates by which we are
required to file our annual reports, quarterly mpand other documents with the SEC, file withttiustee copies of the annual report,
quarterly report and other documents that we fitl the SEC under Section 13 or 15(d) of the Exgea#ict, (2) to file with the trustee and
the SEC any additional information, documents ambrts regarding compliance by us with the conditiand covenants of the indentures, as
required, (3) within 30 days after the filing withe trustee mail to all holders of debt securitésstheir names and addresses appear in the
applicable
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register for such debt securities, without costutoh holders, summaries of any documents and sepagqtired to be filed by us pursuant to
(1) and (2) above, and (4) to supply, promptly upsitten request and payment of the reasonabledfahiplication and delivery, copies of
such documents to any prospective holder.

Additional covenants.  The applicable prospectus supplement will sghfany additional covenants of Watts relatinguty series of
debt securities.

Events of Default, Notice and Waivt¢

Unless the applicable prospectus supplestategs otherwise, when we refer to "events ofudéfas defined in the indentures with
respect to any series of debt securities, we mean:

. default in the payment of any installment of instren any debt security of such series continuam@0 days;

. default in the payment of principal of, or any prem, or make-whole amount, on any debt securityuzh series for five
business days at its stated maturity;

. default in making any sinking fund payment as resgifor any debt security of such series for fiusihess days;

. default in the performance or breach of any coveoawarranty in the debt securities or in the imdee by Watts continuing
for 60 days after written notice as provided in épplicable indenture, but not of a covenant adddte indenture solely for
the benefit of a series of debt securities isshedeunder other than such series;

. a default under any bond, debenture, note, mortgadenture or instrument:
@ having an aggregate principal amount of at lea8{®,000; or

(2) under which there may be issued, secured or evidkagy existing or later created indebtedness toray borrowed L
us or our subsidiaries, if we are directly respblesor liable as obligor or guarantor,

if the default results in the indebtedness becorinigeing declared due and payable prior to the datherwise would have,
without such indebtedness having been dischargesijah acceleration having been rescinded or asthulNithin 30 days after
notice to the issuing company specifying such def&uch notice shall be given to us by the trusbe¢o us and the trustee by
the holders of at least 10% in principal amourthefoutstanding debt securities of that series.Wiieen notice specifying
such default and requiring us to cause such indebtss to be discharged or cause such acceleratimrescinded or annulled
and shall state that such notice is a "Notice daDi¢' under such indenture;

. bankruptcy, insolvency or reorganization, or capointment of a receiver, liquidator or truste&\tts or any significant
subsidiary of Watts; and

. any other event of default provided with resped fmarticular series of debt securities.

When we use the term "significant subsidiawe refer to the meaning ascribed to such teriRule 1-02 of Regulation %-promulgate(
under the Securities Act of 1933, as amended, cur8ies Act.

If an event of default occurs and is camitig with respect to debt securities of any sesigistanding, then the applicable trustee or the
holders of 25% or more in principal amount of tleddsecurities of that series will have the rightleclare the principal amount of all the ¢
securities of that series to be due and payabtheltlebt securities of that series are origirmlésdiscount securities or indexed securities,
the applicable trustee or the holders of 25% orenoiprincipal
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amount of the debt securities of that series valldthe right to declare the portion of the priatgmount as may be specified in the terms
thereof to be due and payable. However, at any diftee such a declaration of acceleration has beate, but before a judgment or decree
payment of the money due has been obtained bypiiiecable trustee, the holders of at least a migjamiprincipal amount of outstanding d:
securities of such series or of all debt securities outstanding under the applicable indentung mscind and annul such declaration and its
consequences if:

. we have deposited with the applicable trusteeegjliired payments of the principal, any premiunmake-whole amount,
interest and, to the extent permitted by law, idgepn overdue installment of interest, plus applie fees, expenses,
disbursements and advances of the applicable é;uzsie

. all events of default, other than the non-payméicaelerated principal, or a specified portiorré¢log, and any premium, or
make-whole amount, have been cured or waived.

The indentures also provide that the haldérat least a majority in principal amount of theéstanding debt securities of any series or of
all debt securities then outstanding under theiegiple indenture may, on behalf of all holders,weainy past default with respect to such
series and its consequences, except a default:

. in the payment of the principal, any premium, okeahole amount, or interest;

. in respect of a covenant or provision containethéapplicable indenture that cannot be modifiedmended without the
consent of the holders of the outstanding debtriggdhat is affected by the default; or

. in respect of a covenant or provision for the bitrefprotection of the trustee, without its ex@egitten consent.

The indentures require each trustee to goteEe to the holders of debt securities withinda@s of a default unless such default has been
cured or waived. However, the trustee may withimaltice if specified persons of such trustee comsdeh withholding to be in the interest
of the holders of debt securities. The trustee nwywithhold notice of a default in the paymenpahcipal, any premium or interest on any
debt security of such series or in the paymenngfsanking fund installment in respect of any detturity of such series.

The indentures provide that holders of delourities of any series may not institute anyeedings, judicial or otherwise, with respec
such indenture or for any remedy under the indenumless the trustee fails to act for a perioiloélays after the trustee has received a
written request to institute proceedings in respéetn event of default from the holders of 25%mre in principal amount of the outstand
debt securities of such series, as well as an offardemnity reasonably satisfactory to the trastdowever, this provision will not prevent
any holder of debt securities from instituting oitthe enforcement of payment of the principalasfd any premium, or makehole amount
and interest on, such debt securities at the réispatue dates thereof.

The indentures provide that, subject torigions in each indenture relating to its dutiethie case of a default, a trustee has no oblig:
to exercise any of its rights or powers at the estjor direction of any holders of any series diftdecurities then outstanding under the
indenture, unless the holders have offered tortistde reasonable security or indemnity. The heldéat least a majority in principal amount
of the outstanding debt securities of any seriexf atl debt securities then outstanding undemalemture shall have the right to direct the
time, method and place of conducting any proceeftingny remedy available to the applicable trusbeef exercising any trust or power
conferred upon such trustee. However, a trusteerafage to follow any direction which:

. is in conflict with any law or the applicable indare;
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. may involve the trustee in personal liability;

. may be unduly prejudicial to the holders of delnusiies of the series not joining the proceeding.

Within 120 days after the close of eachdisear, we will be required to deliver to eaalstee a certificate, signed by one of our several
specified officers, stating whether or not thataef has knowledge of any default under the appleamdenture. If the officer has knowledge
of any default, the notice must specify the nature status of the default.

Modification of the Indentures

The indentures provide that modificationd amendments may be made only with the consehtddffected holders of at least a
majority in principal amount of all outstanding delecurities issued under that indenture. Howewesuch modification or amendment may,
without the consent of the holders of the debt sges affected by the modification or amendment:

. change the stated maturity of the principal ofaiy premium, or make-whole amount, on, or any limstant of principal of or
interest on, any such debt security;

. reduce the principal amount of, the rate or amofdiimiterest on or any premium, or make-whole amppayable on
redemption of any such debt security;

. reduce the amount of principal of an original isdisgount security that would be due and payab&weclaration of
acceleration of the maturity thereof or would bevable in bankruptcy, or adversely affect any rightepayment of the holder
of any such debt security;

. change the place of payment or the coin or currémcgayment of principal of, or any premium, orkaavhole amount, or
interest on, any such debt security;

. impair the right to institute suit for the enforoem of any payment on or with respect to any suatit decurity;

. reduce the percentage in principal amount of antgtanding debt securities necessary to modify araiithe applicable
indenture with respect to such debt securitiesydive compliance with particular provisions thereoflefaults and
consequences thereunder or to reduce the quorumting requirements set forth in the applicablecimiire; and

. modify any of the foregoing provisions or any oé frovisions relating to the waiver of particulaspdefaults or covenants,

except to increase the required percentage toteftmt action or to provide that some of the ofitevisions may not be
modified or waived without the consent of the holdEsuch debt security.

The holders of a majority in aggregate gpal amount of the outstanding debt securitiesamh series may, on behalf of all holders of
debt securities of that series, waive, insofahas $eries is concerned, our compliance with maltezstrictive covenants of the applicable
indenture.

We and our respective trustee may make fisations and amendments of an indenture withoaitcttmsent of any holder of debt
securities for any of the following purposes:

. to evidence the succession of another person as vbligor under such indenture;

. to add to our covenants for the benefit of the arddf all or any series of debt securities onwender any right or power
conferred upon us in such indenture;

. to add events of default for the benefit of thedieas of all or any series of debt securities;

. to add or change any provisions of an indenturéqthange or eliminate restrictions on the paynoéptincipal of, or
premium, or make-whole amount, or interest on, deburities in
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Voting

bearer form, or (2) to permit or facilitate theuiaace of debt securities in uncertificated fornoved that such action shall |
adversely affect the interests of the holders efdébt securities of any series in any materiglaets

to change or eliminate any provisions of an indentprovided that any such change or eliminatiaill gfecome effective only
when there are no debt securities outstanding y&aries created prior thereto which are entittethé benefit of such
provision;

to secure the debt securities;
to establish the form or terms of debt securitieany series;

to provide for the acceptance of appointment byaassor trustee or facilitate the administratibthe trusts under an
indenture by more than one trustee;

to cure any ambiguity, defect or inconsistencynnralenture, provided that such action shall neeaskly affect the interests
of holders of debt securities of any series issuster such indenture; and

to supplement any of the provisions of an indentarine extent necessary to permit or facilitateedsance and discharge of
any series of such debt securities, provided theth siction shall not adversely affect the interesthe holders of the
outstanding debt securities of any series.

The indentures provide that in determinitgther the holders of the requisite principal antaf outstanding debt securities of a series
have given any request, demand, authorizationctitie notice, consent or waiver under the indesdwor whether a quorum is present at a
meeting of holders of debt securities:

the principal amount of an original issue discosetturity that shall be deemed to be outstandinlyj lshahe amount of the
principal thereof that would be due and payablefdke date of such determination upon declaraticscceleration of the
maturity thereof;

the principal amount of any debt security denon@idah a foreign currency that shall be deemed anthhg shall be the Unit
States dollar equivalent, determined on the isstie fbr such debt security, of the principal amamin the case of an origir
issue discount security, the United States doliai@lent on the issue date of such debt secufitiyepamount determined as
provided in the preceding bullet point;

the principal amount of an indexed security thaildhe deemed outstanding shall be the principad amount of such indexed
security at original issuance, unless otherwis@igea for such indexed security under such indentand

debt securities owned by us or any other obligamughe debt securities or by any affiliate of cor®f such other obligor shall
be disregarded.

The indentures contain provisions for caring meetings of the holders of debt securitiea séries. A meeting will be permitted to be
called at any time by the applicable trustee, dsd, aipon request, by us or the holders of at [23%4 in principal amount of the outstanding
debt securities of such series, in any such case nptice given as provided in such indenture. pké@ any consent that must be given by
the holder of each debt security affected by thdifizmtions and amendments of an indenture desgtid®ve, any resolution presented at a
meeting or adjourned meeting duly reconvened atkvliquorum is present may be adopted by the afiva vote of the holders of a
majority of the aggregate principal amount of thiestanding debt securities of that series represeatsuch meeting.
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Notwithstanding the preceding paragrapbepkas referred to above, any resolution relatirgyrequest, demand, authorization,
direction, notice, consent, waiver or other actiwet may be made, given or taken by the holdeesssfecified percentage, which is less than a
majority of the aggregate principal amount of thistanding debt securities of a series, may betadat a meeting or adjourned meeting
duly reconvened at which a quorum is present baffienative vote of such specified percentage.

Any resolution passed or decision takeangtproperly held meeting of holders of debt se@siof any series will be binding on all
holders of such series. The quorum at any meetiigdcto adopt a resolution, and at any reconveneeting, will be persons holding or
representing a majority in principal amount of dutstanding debt securities of a series. Howetany action is to be taken relating to a
consent or waiver which may be given by the holdés least a specified percentage in principabam of the outstanding debt securities of
a series, the persons holding such percentageavifititute a quorum.

Notwithstanding the foregoing provisiortss indentures provide that if any action is todleeh at a meeting with respect to any request,
demand, authorization, direction, notice, conseatyer or other action that such indenture expyessivides may be made, given or taker
the holders of a specified percentage in princpabunt of all outstanding debt securities affettgduch action, or of the holders of such
series and one or more additional series:

. there shall be no minimum quorum requirement fahsmeeting; and

. the principal amount of the outstanding debt séiesrof such series that vote in favor of such estjudemand, authorization,
direction, notice, consent, waiver or other acgball be taken account in determining whether saghest, demand,
authorization, direction, notice, consent, waiveother action has been made, given or taken wuswddr indenture.

Subordination

Unless otherwise provided in the applicgirespectus supplement, subordinated securitiébagubject to the following subordination
provisions.

Upon any distribution to our creditors ifiquidation, dissolution or reorganization, theypeent of the principal of and interest on any
subordinated securities will be subordinated toetktent provided in the applicable indenture ifntigf payment to the prior payment in full
all senior debt. However, our obligation to makgrpants of the principal of and interest on suchosdimated securities otherwise will not be
affected. No payment of principal or interest Wi permitted to be made on subordinated secustiasy time if a default on senior debt
exists that permits the holders of such senior ttebtcelerate its maturity and the default isshigiect of judicial proceedings or we receive
notice of the default. After all senior debt isgbai full and until the subordinated securities pa& in full, holders of subordinated securities
will be subrogated to the rights of holders of seiebt to the extent that distributions othervpagable to holders of subordinated securities
have been applied to the payment of senior delg.stibordinated indenture will not restrict the antaf senior debt or other indebtednes
Watts and its subsidiaries. As a result of thed®siination provisions, in the event of a distribatof assets upon insolvency, holders of
subordinated securities may recover less, ratéidyy our general creditors.

The term "senior debt" will be defined iretapplicable indenture as the principal of andriggt on, or substantially similar payments to
be made by us in respect of, other outstandingoiredimess, whether outstanding at the date of eéwacot the applicable indenture or
subsequently incurred, created or assumed. Thegeass supplement may include a description oftimahdil terms implementing the
subordination feature.
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No restrictions will be included in any enture relating to subordinated securities uporctbation of additional senior debt.

If this prospectus is being delivered immection with the offering of a series of subordtbsecurities, the accompanying prospectus
supplement or the information incorporated in grigspectus by reference will set forth the appratéramount of senior debt outstanding as
of the end of our most recent fiscal quarter.

Discharge, Defeasance and Covenant Defeasa

Unless otherwise indicated in the appliegirospectus supplement, the indentures allow dstharge their obligations to holders of
any series of debt securities issued under anyninde when:

. either (1) all securities of such series have diydseen delivered to the applicable trustee focebation; or (2) all securities
such series have not already been delivered taghkcable trustee for cancellation but (A) havedree due and payable,
(B) will become due and payable within one year(@rif redeemable at our option, are to be redeewithin one year, and
we have irrevocably deposited with the applicahlstee, in trust, funds in such currency or curigsjcurrency unit or units
composite currency or currencies in which such debtirities are payable, an amount sufficient fotpa entire indebtedness
on such debt securities in respect of principal amgpremium, or make-whole amount, and interetitiéalate of such deposit
if such debt securities have become due and pagabiiethey have not, to the stated maturity atermption date;

. we have paid or caused to be paid all other suiyahpe; and

. an officers' certificate and an opinion of courstating the conditions to discharging the debt sées have been satisfied has
been delivered to the trustee.

Unless otherwise indicated in the appliegifospectus supplement, the indentures provideupan the issuing company's irrevocable
deposit with the applicable trustee, in trust, mBmount, in such currency or currencies, curremgtor units or composite currency or
currencies in which such debt securities are payabstated maturity, or government obligationdyath, applicable to such debt securities,
which through the scheduled payment of principa aterest in accordance with their terms will go®/money in an amount sufficient to
pay the principal of, and any premium, or make-whahount, and interest on, such debt securitiésaap mandatory sinking fund or
analogous payments thereon, on the scheduled de® tti@refor, the issuing company may elect either:

. to defease and be discharged from any and allatidigs with respect to such debt securities; or

. to be released from its obligations with respeduoch debt securities under the applicable inderdurif provided in the
applicable prospectus supplement, its obligatioitls mespect to any other covenant, and any omigsi@omply with such
obligations shall not constitute an event of defaith respect to such debt securities.

Notwithstanding the above, we may not dlectefease and be discharged from the obligatiggay any additional amounts upon the
occurrence of particular events of tax, assessoregivernmental charge with respect to paymentsuch debt securities and the obligations
to register the transfer or exchange of such dshirgties, to replace temporary or mutilated, dss&d, lost or stolen debt securities, to
maintain an office or agency in respect of sucht deburities, or to hold monies for payment inttrus

The indentures only permit us to estalfightrust described in the paragraph above if, @nather things, it has delivered to the
applicable trustee an opinion of counsel to theafthat the holders of such debt securities witlrecognize income, gain or loss for United
States federal income
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tax purposes as a result of such defeasance onaowdefeasance and will be subject to United Stfetderal income tax on the same
amounts, in the same manner and at the same tsneswdd have been the case if such defeasancevenant defeasance had not occurred.
Such opinion of counsel, in the case of defeasamitiehe required to refer to and be based upouliag received from or published by the
Internal Revenue Service or a change in applicddbited States federal income tax law occurringrafie date of the indenture. In the event
of such defeasance, the holders of such debt sesusiould be able to look only to such trust fiioedpayment of principal, any premium, or
make-whole amount, and interest.

When we use the term "government obligatiowe mean securities that are:

. direct obligations of the United States or the goweent that issued the foreign currency in whighdebt securities of a
particular series are payable, for the paymenthi€wits full faith and credit is pledged; or

. obligations of a person controlled or supervisecbg acting as an agency or instrumentality ol thiéed States or other
government that issued the foreign currency in Wwithe debt securities of such series are payai@eyayment of which is
unconditionally guaranteed as a full faith and #@rebligation by the United States or such otheregament, which are not
callable or redeemable at the option of the istueneof and shall also include a depository redsfuted by a bank or trust
company as custodian with respect to any such gowemt obligation or a specific payment of inte@sor principal of any
such government obligation held by such custodiathfe account of the holder of a depository recélpwever, except as
required by law, such custodian is not authorizethéike any deduction from the amount payable tintheer of such
depository receipt from any amount received byciltodian in respect of the government obligatiothe specific payment |
interest on or principal of the government obligatevidenced by such depository receipt.

Unless otherwise provided in the applicgirespectus supplement, if after we have depofiteds and/or government obligations to
effect defeasance or covenant defeasance withatetgpdebt securities of any series, (1) the hotder debt security of such series is entitled
to, and does, elect under the terms of the appéidallenture or the terms of such debt securitgteive payment in a currency, currency unit
or composite currency other than that in which siegosit has been made in respect of such dehtityecun (2) a conversion event occurs in
respect of the currency, currency unit or compagiteency in which such deposit has been madeanttebtedness represented by such debt
security will be deemed to have been, and willfblty discharged and satisfied through the payneéithe principal of, and premium, or
make-whole amount, and interest on, such debt ke@srthey become due out of the proceeds yidhgetbnverting the amount so deposited
in respect of such debt security into the currecayrency unit or composite currency in which sdebt security becomes payable as a result
of such election or such cessation of usage baséueocapplicable market exchange rate.

When we use the term "conversion event,finean the cessation of use of:

. a currency, currency unit or composite currencylimt the government of the country that issued suetency and for the
settlement of transactions by a central bank ogrglublic institutions of or within the internatimirbanking community;

. the Euro both within the European Economic and ManryeUnion and for the settlement of transactiopgtblic institutions @
or within the European Economic and Monetary Uniam;

. any currency unit or composite currency other tit@nEuro for the purposes for which it was establis
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Unless otherwise provided in the applicgistespectus supplement, all payments of princifamed any premium, or make-whole
amount, and interest on, any debt security thahigble in a foreign currency that ceases to bé lgéts government of issuance shall be
made in United States dollars.

In the event that (1) we effect covenariedsance with respect to any debt securities gnithd8e debt securities are declared due and
payable because of the occurrence of any evergfatilt, the amount in the currency, currency unitg@mposite currency in which such debt
securities are payable, and government obligatondeposit with the applicable trustee, will befisignt to pay amounts due on such debt
securities at the time of their stated maturity ftoaty not be sufficient to pay amounts due on sdit gecurities at the time of the accelera
resulting from such event of default. However, iggiing company would remain liable to make paymehany amounts due at the time of
acceleration.

The applicable prospectus supplement makidudescribe the provisions, if any, permittingts defeasance or covenant defeasance,
including any modifications to the provisions désed above, with respect to the debt securities ofithin a particular series.

Conversion Rights

The terms and conditions, if any, upon \uttee debt securities are convertible into Clag®mmon stock or preferred stock will be set
forth in the applicable prospectus supplement. f€has will include whether the debt securities@ravertible into shares of Class A
common stock or preferred stock, the conversiocepor manner of calculation thereof, the convergieriod, provisions as to whether
conversion will be at the issuing company's optiothe option of the holders, the events requiangdjustment of the conversion price and
provisions affecting conversion in the event of theemption of the debt securities and any regiriston conversion.

Global Securities

The debt securities of a series may beesguwhole or in part in the form of one or motet@l securities that will be deposited with, or
on behalf of, a depository identified in the apalite prospectus supplement relating to such séiebal securities, if any, issued in the
United States are expected to be deposited withDEp®sitory Trust Company, or DTC, as depositorg. May issue global securities in
either registered or bearer form and in either &gy or permanent form. We will describe the sfieterms of the depository arrangement
with respect to a series of debt securities inaghy@icable prospectus supplement relating to sadks We expect that unless the applicable
prospectus supplement provides otherwise, theviiiig provisions will apply to depository arrangerten

Once a global security is issued, the diémgysfor such global security or its nominee vetedit on its book-entry registration and
transfer system the respective principal amounte@individual debt securities represented by gichal security to the accounts of
participants that have accounts with such depgsituch accounts shall be designated by the undersyrdealers or agents with respect to
such debt securities or by us if we offer such @elourities directly. Ownership of beneficial irgsts in such global security will be limited to
participants with the depository or persons thay mald interests through those participants.

We expect that, under procedures estallibgeDTC, ownership of beneficial interests in @hgbal security for which DTC is the
depository will be shown on, and the transfer af twnership will be effected only through, recontimintained by DTC or its nominee, with
respect to beneficial interests of participant$lite depository, and records of participants, wagpect to beneficial interests of persons who
hold through participants with the depository. Reitwe nor the trustee will have any responsibdityiability for any aspect of the records
DTC or for maintaining, supervising
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or reviewing any records of DTC or any of its papants relating to beneficial ownership interéstthe debt securities. The laws of some
states require that certain purchasers of secutaie physical delivery of such securities inmi@fie form. Such limits and laws may impair
the ability to own, pledge or transfer beneficrgkrest in a global security.

So long as the depository for a global gecor its nominee is the registered owner of sgldbal security, such depository or such
nominee, as the case may be, will be considereddiecowner or holder of the debt securities regrtexd by the global security for all
purposes under the applicable indenture. Excegéssribed below or in the applicable prospectuplenpent, owners of beneficial interest in
a global security will not be entitled to have arfythe individual debt securities represented lshsglobal security registered in their names,
will not receive or be entitled to receive physidalivery of any such debt securities in definitteem and will not be considered the owners
or holders thereof under the applicable indentBemeficial owners of debt securities evidenced lyjohal security will not be considered the
owners or holders thereof under the applicablerihde for any purpose, including with respect & gfiving of any direction, instructions or
approvals to the trustee under the indenture. Alingly, each person owning a beneficial interest global security with respect to which
DTC is the depository must rely on the procedufd3TC and, if such person is not a participant vifth depository, on the procedures of the
participant through which such person owns itsrggts, to exercise any rights of a holder undeagi@icable indenture. We understand that,
under existing industry practice, if DTC requestyg action of holders or if an owner of a benefigmérest in a global security desires to give
or take any action which a holder is entitled teegor take under the applicable indenture, DTC @auithorize the participants holding the
relevant beneficial interest to give or take sucfioa, and such participants would authorize beiedfowners through such participants to
give or take such actions or would otherwise acinughe instructions of beneficial owners holdingptigh them.

Payments of principal of, and any premiommake-whole amount, and interest on, individuddtdsecurities represented by a global
security registered in the name of a depositoriysarominee will be made to or at the directiortef depository or its nominee, as the case
may be, as the registered owner of the global ggaurder the applicable indenture. Under the teofrthie applicable indenture, we and the
trustee may treat the persons in whose name debtitses, including a global security, are registeas the owners thereof for the purpose of
receiving such payments. Consequently, neitheravehe trustee have or will have any responsibdityiability for the payment of such
amounts to beneficial owners of debt securitiekugliag principal, any premium, or make-whole amountinterest. We believe, however,
that it is currently the policy of DTC to immedibteredit the accounts of relevant participantshvgitich payments, in amounts proportionate
to their respective holdings of beneficial intesastthe relevant global security as shown on ¢eerds of DTC or its nominee. We also
expect that payments by participants to ownerso€ficial interests in such global security heldtiyh such participants will be governed
standing instructions and customary practicess #sa case with securities held for the accourusfomers in bearer form or registered in
street name, and will be the responsibility of spalticipants. Redemption notices with respecitpdebt securities represented by a global
security will be sent to the depository or its noes. If less than all of the debt securities of senyes are to be redeemed, we expect the
depository to determine the amount of the inteséstach participant in such debt securities todaeemed to be determined by lot. Neither
we, the trustee, any paying agent nor the sectegigtrar for such debt securities will have argpansibility or liability for any aspect of the
records relating to or payments made on accoubéonéficial ownership interests in the global sagudr such debt securities or for
maintaining any records with respect thereto.

Neither we nor the trustee will be liabbe &ny delay by the holders of a global securityherdepository in identifying the beneficial
owners of debt securities, and we and the truseeaonclusively rely on, and will be protected étying on, instructions from the holder o
global
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security or the depository for all purposes. THesw@pplicable to DTC and its participants areilenfith the SEC.

If a depository for any debt securitieatigny time unwilling, unable or ineligible to conie as depository and we do not appoint a
successor depository within 90 days, we will isswividual debt securities in exchange for the gladecurity representing such debt
securities. In addition, we may at any time anth&ir sole discretion, subject to any limitatioresdribed in the applicable prospectus
supplement relating to such debt securities, determot to have any of such debt securities reptedeby one or more global securities and
in such event will issue individual debt securitiegxchange for the global security or securiteggesenting such debt securities. Individual
debt securities so issued will be issued in denatiins of $1,000 and integral multiples of $1,000.

The debt securities of a series may alssfieed in whole or in part in the form of one armbearer global securities that will be
deposited with a depository, or with a nomineesiach depository, identified in the applicable pexgps supplement. Any such bearer global
securities may be issued in temporary or permdioemt. The specific terms and procedures, includiegspecific terms of the depositary
arrangement, with respect to any portion of a sesfadebt securities to be represented by one oe inearer global securities will be
described in the applicable prospectus supplement.

No Recourse

There is no recourse under any obligatiorenant or agreement in the applicable indentuveith respect to any security against any of
our or our successor's past, present or futurdistdders, employees, officers or directors.
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DESCRIPTION OF PREFERRED STOCK

The following is a description of the makterms and provisions of our preferred stocknéty not contain all the information that is
important to you. You can access complete inforomaliy referring to our certificate of incorporatiand bylaws and to any applicable
amendment to the certificate of incorporation deatmg terms of a series of preferred stock.

General

Under our certificate of incorporation, have authority to issue 5,000,000 shares of predestock, par value $.10 per share. As of
March 31, 2005, no shares of preferred stock weeeid and outstanding.

Pursuant to our certificate of incorporatizve are authorized to issue "blank check” pretkstock, which may be issued from time to
time in one or more series upon authorization hybmard of directors. The board of directors, withfurther approval of the stockholders, is
authorized to fix the dividend rights and termayersion rights, voting rights, redemption rightslaerms, liquidation preferences, and any
other rights, preferences, privileges and restristiapplicable to each series of the preferredside issuance of preferred stock, while
providing flexibility in connection with possiblequisitions and other corporate purposes could ngnather things, adversely affect the
voting power of the holders of our Class A commtmtls and Class B common stock and, under certatuitistances, make it more difficult
for a third party to gain control of us, discourdgés for our Class A common stock and Class B comstock at a premium or otherwise
adversely affect the market price of the Class fmmmn stock and Class B common stock.

Terms

You should refer to the applicable prospestupplement relating to the preferred stock effehereby for specific terms, including,
where applicable, the following terms:

. the distinctive serial designation and the numlbeshares constituting such series;

. the dividend rates or the amount of dividends t@&ie on the shares of such series, whether didglshall be cumulative and,
if so, from which date or dates, the payment datates for dividends, and the participating argbotights, if any, with
respect to dividends;

. the voting powers, full or limited, if any, of tiehares of such series;

. whether the shares of such series shall be reddermadb, if so, the price or prices at which, areltdrms and conditions on
which, such shares may be redeemed;

. the amount or amounts payable upon the sharecbfsaries and any preferences applicable therdt®iavent of voluntary
involuntary liquidation, dissolution or winding @b the company;

. whether the shares of such series shall be entidléte benefit of a sinking or retirement fund®applied to the purchase or
redemption of such shares, and if so entitledatheunt of such fund and the manner of its appbcaiincluding the price or
prices at which such shares may be redeemed dngmed through the application of such fund;

. whether the shares of such series shall be cobleeitito, or exchangeable for, shares of any attass or classes or of any
other series of the same or any other class osesdasf stock of the company and, if so convertiblexchangeable, the
conversion price or prices, or the rate or ratesxchange, and the adjustments thereof, if anyhath such conversion or
exchange may be made, and any other terms andtiomsddf such conversion or exchange;

. the price or other consideration for which the slhaof such series shall be issued;
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. whether the shares of such series which are redeenmonverted shall have the status of authodmedinissued shares
undesignated preferred stock (or series thereafwarether such shares may be reissued as shatessi#me or any other cli
or series of stock; and

. such other powers, preferences, rights, qualificesti limitations and restrictions thereof as thard®f directors may deem
advisable.

Rank

Unless otherwise specified in the prospestipplement, the preferred stock will, with respedividend rights and rights upon our
liquidation, dissolution or winding up our affairank:

. senior to all classes or series of our common samekto all equity securities ranking junior to lsyreferred stock with respect
to dividend rights or rights upon our liquidatiatissolution or winding up our affairs;

. on a parity with all equity securities issued bythe terms of which specifically provide that s@cjuity securities rank on a
parity with the preferred stock with respect toidiénd rights or rights upon our liquidation, disg@an or winding up of our
affairs; and

. junior to all equity securities issued by us, therts of which specifically provide that such equigcurities rank senior to the

preferred stock with respect to dividend rightsights upon our liquidation, dissolution or winding of our affairs.
The term "equity securities" does not idewonvertible debt securities.
Dividends

Holders of the preferred stock of eachesewill be entitled to receive cash dividends, wteenand if declared by our board of directors.
We will pay dividends out of assets which are IggaVvailable for payment of dividends. We will sggdhe rate(s) of dividends and the dates
that we will pay dividends in the applicable prospe supplement. Dividends will be payable to hidde record as they appear on our stock
transfer books on such record dates as shall bd fiy our board of directors.

Dividends on any series of the preferreglsinay be cumulative or naumulative, as provided in the applicable prospestipplemen
Dividends, if cumulative, will be cumulative fronmé after the date set forth in the applicable peotys supplement. If our board of directors
fails to declare a dividend payable on a divideagnpent date on any series of the preferred staclwliich dividends are non-cumulative,
then the holders of such series of the preferreckswill have no right to receive a dividend inpest of the dividend period ending on that
dividend payment date. Accordingly, we will haveatdigation to pay the dividend accrued for thatiqe whether or not dividends on that
series are declared payable on any future divigeryehent date.

If preferred stock of any series is outdtag, we will not declare, pay or set aside furapdy dividends on any other series of our
capital stock ranking, as to dividends, on paritthwr junior to the preferred stock of such sef@sany period unless:

. if that series of preferred stock has a cumuladivedend, we have declared and paid or contemporasig declare and pay or
set aside funds to pay full cumulative dividendgtonpreferred stock of such series for all pagtldnd periods and the then
current dividend period; or

. if that series of preferred stock does not haverautative dividend, we have declared and paid oteoporaneously declare
and pay or set aside funds to pay full dividendshenpreferred stock of such series for the thereatidividend period.
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We must declare all dividends pro rata lbsexies of preferred stock that rank on paritytvthe series of preferred stock upon which we
paid dividends if we did not pay or set aside futmpay dividends on the series of preferred stodlll. We must declare dividends pro rata
to ensure that the amount of dividends declaredipare of preferred stock bear in all cases thesatio that accrued dividends per share of
preferred stock bears to each other. We will notiawilate unpaid dividends for prior dividend pesatdth respect to accrued dividends on
preferred stock that do not have cumulative diviiefNo interest, or sum of money in lieu of intérebkall be payable in respect of any
dividend payment or payments on preferred stocduch series which may be in arrears.

Except as provided in the immediately pdétg paragraph, unless:

. if such series of preferred stock has a cumulativielend, we have declared and paid or contemponzsig declare and pay or
set aside funds to pay full cumulative dividendsdlh past dividend periods and the then currewidéind period; or

. if such series of preferred stock does not hawenautative dividend, we have declared and paid otermporaneously declare
and pay or set aside funds to pay full dividendslie then current dividend period;

we will not: (1) declare or pay or set aside futmipay dividends; (2) declare or make any otheritistion upon the Class A common stock
or any other shares of our stock ranking junioosrton parity with the preferred stock of such seee to dividends or upon liquidation;

(3) redeem, purchase or otherwise acquire for angideration any Class A common stock, or any athares of our stock ranking junior to
or on parity with the preferred stock of such seds to dividends; nor (4) pay any monies to oreraaky monies available for a sinking fund
to redeem of any such shares, except by conveirsioor exchange for other of our shares of ouitahptock ranking junior to the preferred
stock of such series as to dividends or liquidatiotwithstanding the preceding sentence, we maladeor set aside dividends in Class A
common stock or other shares of capital stock rankinior to the preferred stock of such serie®atividends and upon liquidation.

Any dividend payment we make on a serigsreferred stock shall first be credited againstehrliest accrued but unpaid dividend due
with respect to shares of such series which repayable.

Redemptior

If so provided in the applicable prospeaupplement, the preferred stock will be subjechtmdatory redemption or redemption at our
option, as a whole or in part, in each case upertaims, at the times and at the redemption pseeforth in such prospectus supplement.

The prospectus supplement relating to i@sef preferred stock that is subject to mandatedemption will specify the number of she
of preferred stock that shall be redeemed by @sah year commencing after a date to be specifteiredemption price per share to be
specified, together with an amount equal to altaed and unpaid dividends thereon to the datedd#mgtion. Unless the shares have a
cumulative dividend, such accrued dividends will imalude any accumulation in respect of unpaidddiads for prior dividend periods. We
may pay the redemption price in cash or other ptgpas specified in the applicable prospectus kupent. If the redemption price for
preferred stock of any series is payable only ftbennet proceeds of the issuance of shares ofapitat stock, the terms of such preferred
stock may provide that, if no such shares of opitabstock shall have been issued or to the extenhet proceeds from any issuance are
insufficient to pay in full the aggregate redemptrice then due, such preferred stock shall auically and mandatorily be converted into
the applicable shares of our capital stock purstcaobnversion provisions specified in the appliegirospectus supplement.
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Notwithstanding the foregoing, we will metleem any preferred stock of a series unless:

. if that series of preferred stock has a cumuladivedend, we have declared and paid or contemporasig declare and pay or
set aside funds to pay full cumulative dividendgtonpreferred stock for the past and current éwitperiod; or

. if such series of preferred stock does not hawenautative dividend, we have declared and paid otermporaneously declare
and pay or set aside funds to pay full dividendadtie current dividend period.

In addition, we will not acquire any prefst stock of a series unless:

. if that series of preferred stock has a cumuladivedend, we have declared and paid or contemporzsig declare and pay or
set aside funds to pay full cumulative dividendsafiroutstanding shares of such series of prefesteck for all past dividend
periods and the then current dividend period; or

. if that series of preferred stock does not haverautative dividend, we have declared and paid ateroporaneously declare
and pay or set aside funds to pay full dividendshenpreferred stock of such series for the thereatidividend period;

However, at any time we may purchase ouiae@referred stock of that series (1) pursuart parchase or exchange offer made on the
same terms to holders of all outstanding prefestedk of such series or (2) by conversion intoxahange for shares of our capital stock
ranking junior to the preferred stock of such se&se to dividends and upon liquidation.

If fewer than all of the outstanding shavépreferred stock of any series are to be reddeme will determine the number of shares that
may be redeemed pro rata from the holders of regbsdch shares in proportion to the number of sares held or for which redemption is
requested by such holder or by any other equitaialener that we determine. Such determination @flect adjustments to avoid redemption
of fractional shares.

We will mail notice of redemption at le&& days but not more than 60 days before the retiemgate to each holder of record of
preferred stock to be redeemed at the address showar stock transfer books. Each notice shaiésta

. the redemption date;

. the number of shares and series of the preferoa b be redeemed;

. the redemption price;

. the place or places where certificates for sucfepred stock are to be surrendered for paymerttefedemption price;

. that dividends on the shares to be redeemed valleeéo accrue on such redemption date;

. the date upon which the holder's conversion rightsy, as to such shares shall terminate; and

. the specific number of shares to be redeemed famh such holder if fewer than all the shares ofsames are to be redeem

If notice of redemption has been given aedchave set aside the funds necessary for sucmpia in trust for the benefit of the hold:
of any shares so called for redemption, then frathafter the redemption date, dividends will ceasgccrue on such shares, and all rights of
the holders of such shares will terminate, exdeptright to receive the redemption price.
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Liguidation Preference

Upon any voluntary or involuntary liquidani, dissolution or winding up of our affairs, théefore we make any distribution or payment
to the holders of any Class A common stock or ahgroclass or series of our capital stock rankimdgr to the preferred stock in the
distribution of assets upon any liquidation, dis$ioin or winding up of our affairs, the holderseaich series of preferred stock shall be en
to receive out of assets legally available forrihstion to stockholders, liquidating distributioimsthe amount of the liquidation preference
share set forth in the applicable prospectus supgié, plus any accrued and unpaid dividends thei®ach dividends will not include any
accumulation in respect of unpaid noncumulativédginds for prior dividend periods. After paymentioé full amount of their liquidating
distributions, the holders of preferred stock Wwiive no right or claim to any of our remaining &ssdpon any such voluntary or involuntary
liquidation, dissolution or winding up, if our alale assets are insufficient to pay the amoutthefiquidating distributions on all
outstanding preferred stock and the correspondimguats payable on all other classes or seriesofapital stock ranking on parity with the
preferred stock and all other such classes orssefishares of capital stock ranking on parity wiitt preferred stock in the distribution of
assets, then the holders of the preferred stoclabuather such classes or series of capital staltkshare ratably in any such distribution of
assets in proportion to the full liquidating dibtrtions to which they would otherwise be entitled.

Upon liquidation, dissolution or winding apd if we have made liquidating distributionsti fo all holders of preferred stock, we will
distribute our remaining assets among the holdeasyp other classes or series of capital stockirgnkinior to the preferred stock according
to their respective rights and preferences andagh case, according to their respective numbshanfes. For such purposes, our consolid
or merger with or into any other corporation, trosentity, or the sale, lease or conveyance adradubstantially all of our property or
business will not be deemed to constitute a ligiinta dissolution or winding up of our affairs.

Voting Rights

Holders of preferred stock will not haveyamting rights, except as described in the nexagiaph, as otherwise from time to time
required by law or as indicated in the applicablespectus supplement.

Unless otherwise provided for any seriepreferred stock, so long as any preferred stocks#ries remains outstanding, we will not,
without the affirmative vote or consent of the taklof at least twehirds of the preferred stock of such series onthitey at the time, given
person or by proxy, either in writing or at a megtivith each of such series voting separately dass:

. authorize, or create, or increase the authorizessoed amount of, any class or series of shareapifal stock ranking senior
to such series of preferred stock with respectatoment of dividends or the distribution of assgtsruliquidation, dissolution
or winding up, or reclassify any of our authorizttres of capital stock into such shares, or craatborize or issue any
obligation or security convertible into or evidemgithe right to purchase any such shares; or

. amend, alter or repeal the provisions of our dedtié of incorporation or the amendment to ourifieste of incorporation
designating the terms for such series of prefestedk, whether by merger, consolidation or otheews® as to materially and
adversely affect any right, preference, privilegeating power of such series of preferred stockherholders thereof.

Notwithstanding the preceding bullet poifithe preferred stock remains outstanding with térms thereof materially unchanged, the
occurrence of any of the events described aboJerstitehe deemed to materially and adversely affieetrights, preferences, privileges or
voting power of holders of preferred stock, evengbn the occurrence of such an event we may ntitebsurviving entity. In
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addition, any increase in the amount of (1) auttestipreferred stock or the creation or issuan@gfother series of preferred stock, or

(2) authorized shares of such series or any o#regssof preferred stock, in each case rankingasitypwith or junior to the preferred stock of
such series with respect to payment of dividends@distribution of assets upon liquidation, dision or winding up, shall not be deeme:
materially and adversely affect such rights, pefiees, privileges or voting powers.

The foregoing voting provisions will not@y if, at or prior to the time when the act witspect to which such vote would otherwise be
required will be effected, we have redeemed oeddibr redemption all outstanding shares of sudesef preferred stock and, if called for
redemption, have deposited sufficient funds intttaffect such redemption.

Conversion Rights

The terms and conditions, if any, upon \Whaay series of preferred stock is convertible @lass A common stock will be set forth in
the applicable prospectus supplement relating thegach terms will include the number of share€lass A common stock into which the
shares of preferred stock are convertible, the emion price, rate or manner of calculation therda conversion period, provisions as to
whether conversion will be at our option or at tiption of the holders of the preferred stock, thengs requiring an adjustment of the
conversion price and provisions affecting conversiothe event of the redemption.

Transfer Agent
The transfer agent and registrar for trefgred stock will be set forth in the applicabtegpectus supplement.

33




DESCRIPTION OF CLASS A COMMON STOCK

The following is a description of the m&éterms and provisions of our common stock. lymat contain all the information that is
important to you. You can access complete inforomaliy referring to our certificate of incorporatiand bylaws.

General

Under our certificate of incorporation, tvave authority to issue 80,000,000 shares of Glassmmon stock, par value $.10 per share,
and 25,000,000 shares of Class B common stockigbae $.10 per share. As of March 31, 2005, 25@® shares of Class A common stock
and 7,343,880 shares of Class B common stock wsuved and outstanding. All shares of common stalbkwhen issued, be duly
authorized, fully paid and nonassessable. Thusfiuthprice for the outstanding shares of commatktwill have been paid at issuance and
any holder of our common stock will not be lateguieed to pay us any additional money for such comistock.

Dividends

Subject to preferential rights of any othkass or series of stock, the holders of sharesioClass A common stock and our Class B
common stock are entitled to receive dividendduiiiag dividends of our stock, as and when declénedur board of directors, subject to
any limitations applicable by law and to the rigbtghe holders, if any, of our preferred stock. &aver we pay any dividends, other than
dividends of our stock, on our Class A common steelch share of Class B common stock is entitleddeive a dividend at least equal to
dividend paid per share on our Class A common samckvice versa. In the event we are liquidateskalved or our affairs are wound up,
after we pay or make adequate provision for alwfknown debts and liabilities, each holder of$Sla common stock and Class B common
stock will receive dividends pro rata out of assktd we can legally use to pay distributions, eabjo any rights that are granted to the
holders of any class or series of preferred stock.

Voting Rights

The holders of Class A common stock haveate per share and the holders of Class B constumk have ten votes per share. Except
as may be required by law and in connection withesgignificant actions, such as mergers, consabidst or amendments to our certificat
incorporation that affect the rights of stockhokjdrolders of our Class A common stock and ours<dBasommon stock vote together as a
single class. Each share of our Class B commoik $$amonvertible into one share of our Class A camratock at any time at the holder's
option. There is no cumulative voting in the electdf our directors, which means that, subjectnip rights to elect directors that are granted
to the holders of any class or series of prefestedk, a plurality of the votes cast at a meetihgtackholders at which a quorum is present is
sufficient to elect a director.

Other Rights

Subject to the preferential rights of atlyes class or series of stock, all shares of comstock have equal dividend, distribution,
liquidation and other rights, and have no prefeeeappraisal or exchange rights, except for anyaaggl rights provided by Delaware law.
Furthermore, holders of common stock have no caiwey sinking fund or redemption rights, or preengtights to subscribe for any of our
securities.

Transfer Agent

The transfer agent for our Class A comntonksis EquiServe Trust Company, N.A. The transfgent for our Class B common stock is
Flowers and Manning LLP.
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DESCRIPTION OF DEPOSITARY SHARES
General

We may issue receipts for depositary sha&ash of which will represent a fractional intérefsa particular series of preferred stock, as
specified in the applicable prospectus suppleniérd. preferred stock of each series represente@pysitary shares will be deposited und
separate deposit agreement among us, the depasétanrgd in the deposit agreement and the holddteafepositary receipts. Immediately
following our issuance and delivery of the prefdrstock to the depositary, we will cause the deposto issue, on our behalf, the depositary
receipts. Subject to the terms of the applicabfgpodigary agreement, each owner of a depositarypiewd! be entitled, in proportion to the
fractional interest of a share of a particularegnf preferred stock represented by the depostages evidenced by the depositary receipts,
to all the rights and preferences of preferredistepresented by the depositary shares, includividehd, voting, conversion, redemption &
liquidation rights, in each case as designatedunyboard of directors and described in the applecpbospectus supplement.

The summary of our depositary shares s#t fielow is not complete. You should refer to dipplicable prospectus supplement,
provisions of the deposit agreement and the depgsieceipts that will be filed with the SEC astgarthe offering of any depositary shares.
To obtain copies of these documents, see "WhereCéyuFind More Information.”

Dividends and Other Distribution:

The depositary will distribute all cashidiends or other cash distributions received widpeet to the applicable series of the preferred
stock proportionately to the record holders ofdepositary receipts entitled to receive the distidn. Such distributions are subject to cer
obligations of holders to file proofs, certificatsd other information and to pay certain chargesexpenses to the depositary.

In the event of a non-cash distributior, depositary will distribute property it receivesthe record holders of depositary receipts
entitled to the property unless the depositaryrdgtees that it cannot be made proportionately @ fitot feasible to make such distribution, in
which case the depositary may, with our approll,ssich property and distribute the net proceddsioh sale to holders of the depository
receipts entitled to receive the distribution. Sdidiributions by the depositary are subject tdatarobligations of holders to file proofs,
certificates and other information and to pay derthanges and expenses to the depositary.

Withdrawal of Shares

Unless the related depositary shares heaxequsly been called for redemption, upon surrefi¢he depositary receipts at the corporate
trust office of the depositary, the holders thengidfbe entitled to delivery at such office, to@wpon such holder's order, of the number of
whole or fractional shares of preferred stock amglraoney or other property represented by the depgshares evidenced by such
depositary receipts. Holders of depositary receiplihe entitled to receive whole or fractionaksbs of the related preferred stock on the
basis of the proportion of shares of preferredistepresented by each depositary share as speicified applicable prospectus supplement,
but holders of such shares of preferred stocknailthereafter be entitled to receive depositagreshtherefor. If the depositary receipts
delivered by the holder evidence a number of déggsshares in excess of the number of depositares representing the shares of
preferred stock to be withdrawn, the depositary éeéliver to such holder at the same time a nevosigary receipt evidencing such excess
number of depositary shares.
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Redemptior

Whenever we redeem preferred stock heltheyepositary, the depositary will redeem as efséime redemption date the number of
depositary shares representing the preferred simckdeemed, provided we have paid in full to #ygoditary the redemption price of the
preferred stock to be redeemed plus an amount ¢gjaaly accrued and unpaid dividends thereon tdate fixed for redemption. With
respect to noncumulative preferred stock, dividemitishe paid for the current dividend period onlshe redemption price per depositary
share will be equal to the redemption price andahgr amounts per share payable with respecetpriferred stock. If less than all the
depositary shares are to be redeemed, the depgasiitares to be redeemed will be selected pro rdtg any other equitable method
determined by us.

After the date fixed for redemption, thepdsitary shares called for redemption will no lonige deemed to be outstanding and all rights
of the holders of the depositary receipts evideptire depositary shares called for redemptionaeidilse. However, the holders will have the
right to receive any moneys payable upon redemgtimhany money or other property that the holdéssich depositary receipts were
entitled to at the time of redemption when theyesuder their depositary receipts to the depositary.

Voting Rights

Upon receipt of notice of any meeting atalitthe holders of the preferred stock are entittedote, the depositary will mail the
information contained in such notice to the redwottlers of the depositary receipts related to gweferred stock. Each record holder of
depositary receipts on the record date will betlewtito instruct the depositary as to the exerofdde voting rights of the preferred stock
related to such holder's depositary receipts. €herd date for depositary receipts will be the sdate as the record date for preferred stock.
The depositary will vote the preferred stock redatie such depositary receipts in accordance with sustructions, and we will agree to take
all reasonable action that the depositary deemasssacy to enable it to vote the preferred stock. dépositary will abstain from voting
preferred stock represented by such depositarngsharhe extent it does not receive specific irtsitons from the holders of depositary
receipts.

Liguidation Preference

In the event of our liquidation, dissolutior winding-up, whether voluntary or involuntaeach holder of a depositary receipt will be
entitled to the fraction of the liquidation prefece accorded each share of preferred stock regpeesby the depositary share evidenced by
such depositary receipt, as set forth in the appleprospectus supplement.

Conversion of Preferred Stock

The depositary shares, as such, are neectible into Class A common stock or any of ourestsecurities or property. Nevertheless, if
so specified in the applicable prospectus supplénedaiting to an offering of depositary shares,dbpositary receipts may be surrendered by
holders thereof to the depositary with written iinstions to the depositary to instruct us to cazmeversion of the preferred stock represented
by the depositary shares into shares of whole Gassmmon stock, other preferred stock or othereshaf capital stock. Upon receipt of
such instructions and any amounts payable in ré$pereof, we will cause the conversion theredfaiig the same procedures as those
provided for delivery of preferred stock to effsach conversion. If the depositary shares evidebgetidepositary receipt are to be conve
in part only, one or more new depositary receiftshe issued for any depositary shares not todreverted. No fractional shares will be
issued upon conversion. If conversion will resaltifractional share being issued, we will payastcan amount equal to the
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value of the fractional interest based upon theiopprice of the shares on the last business daytp the conversion.
Amendment and Termination of the Deposit Agreem

The form of depositary receipt evidencing tiepositary shares which represent the prefetoet and any provision of the deposit
agreement may at any time be amended by agreeresvedn the depositary and us. However, any amenrdimematerially and adversely
alters the rights of the holders of depositary ifgsewill not be effective unless it has been apptbby the existing holders of at least a
majority of the depositary shares evidenced bytanting depositary receipts.

We may terminate the deposit agreement mpotess than 30 days' prior written notice todbeositary if a majority of each class of
preferred stock affected by such termination cotssensuch termination. Upon termination of thea®pagreement, the depositary shall
deliver or make available to each holder of depogiteceipts, upon surrender of the depositaryipesteld by such holder, such number of
whole or fractional shares of preferred stock asrapresented by the depositary shares evidencsddbydepositary receipts. In addition, the
deposit agreement will automatically terminate if:

. all outstanding depositary shares have been redkeme

. there has been a final distribution in respechefrelated preferred stock in connection with agyidiation, dissolution or
winding-up and such distribution has been distabub the holders of depositary receipts evidenttiegdepositary shares
representing such preferred stock; or

. each related share of preferred stock shall haga benverted into shares of capital stock thabigepresented by depositary
shares.

Fees of Depositary

We will pay all transfer and other taxes gwvernmental charges arising solely from theterise of the deposit agreement. In addition,
we will pay the fees and expenses of the depositacgnnection with the performance of its dutiesler the deposit agreement. However,
holders of depositary receipts will pay the de@ogls fees and expenses for any duties that hotdgteest to be performed which are outside
those expressly provided for in the deposit agregme

Resignation and Removal of Deposita

The depositary may resign at any time Hiveleng to us notice of its resignation, and weymemove the depositary at any time. Any
such resignation or removal will take effect upba &ppointment of a successor depositary. A suocdspositary must be appointed within
60 days after delivery of the notice of resignattomemoval. A successor depositary must be a baikist company having its principal
office in the United States and having a combireguital and surplus of at least $50,000,000.

Miscellaneous

The depositary will forward to holders @&psitary receipts any reports and communicatimra fis which it receives with respect to
related preferred stock. Neither we nor the deposiwill be liable if it is prevented from or deky in, by law or any circumstances beyon
control, performing its obligations under the dapagreement. The obligations of the depositary andnder the deposit agreement will be
limited to performing their duties thereunder irogdaith and without gross negligence or willfulstdbnduct. We and the depositary will not
be obligated to prosecute or defend any legal gaiog in respect of any depositary receipts, dépgsshares or preferred stock
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represented thereby unless satisfactory indemsityrhished. We and the depositary may rely onteniidvice of counsel or accountants, or
information provided by persons presenting pretesteck represented thereby for deposit, holdedepbsitary receipts or other persons
believed to be competent to give such informaténd on documents believed to be genuine and sigynedoroper party.

If the depositary shall receive conflictidlgims, requests or instructions from any holdérdepositary receipts, on the one hand, and us,
on the other hand, the depositary shall be entitleatt on such claims, requests or instructionsived from us.
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DESCRIPTION OF WARRANTS

We have no warrants or other share purchigts outstanding other than options issued undestock option plans. We may issue
warrants for the purchase of preferred stock os€Rcommon stock. Warrants may be issued indepéigdeogether with any other
securities offered by any prospectus supplemetitrough a dividend or other distribution to ourcsioolders and may be attached to or
separate from such securities. We may issue wartandter a warrant agreement to be entered intodleetws and a warrant agent. We will
name any warrant agent in the applicable prospettpglement. The warrant agent will act solely @sagent in connection with the warra
of a particular series and will not assume anygattion or relationship of agency or trust for othwéany holders or beneficial owners of
warrants.

The following is a description of the gesdderms and provisions of any warrants we mayeissud may not contain all the information
that is important to you. You can access compldtamation by referring to the applicable prospsdupplement. In the applicable
prospectus supplement, we will describe the terhtiseowarrants and applicable warrant agreemealyding, where applicable, the
following:

. the title of such warrants;

. the aggregate number of warrants offered and theeggte number of warrants outstanding as of th&t practicable date;

. the price or prices at which we will issue the \aats;

. the designation, number and terms of the prefesteck or Class A common stock that can be purchaged exercise of the

warrants and the procedures and conditions rel&tiige exercise of the warrants;

. the designation and terms of the other securifi@sy, with which the warrants are issued andrtbber of warrants issued
with each of those securities;

. the date, if any, on and after which the warrantstae related preferred stock or Class A commockstf any, will be
separately transferable;

. the price at which each share of preferred stogRlass A common stock that can be purchased upentieg of such warrants
may be purchased,;

. the date on which the right to exercise the wasrahill commence and the date on which such rigit expire;
. the minimum or maximum amount of such warrants Wimay be exercised at any one time;
. whether the warrants represented by warrant asatés will be issued in registered or bearer famndl, if registered, where tr

may be transferred and registered;

. information with respect to any book-entry procexir

. a discussion of applicable United States fedeiarime tax consequences;

. redemption or call provisions of the debt warraiftany; and

. any other terms of such warrants, including termsadditional rights, preferences, privileges, prhaes and limitations

relating to the transferability, exchange and eserof such warrants.

39




DESCRIPTION OF STOCK PURCHASE CONTRACTS
AND STOCK PURCHASE UNITS

We may issue stock purchase contracts septimg contracts obligating holders to purchasmfus, and us to sell to the holders, a
specified number of shares of our Class A commockstor a range of numbers of shares pursuanptedetermined formula) at a future c
or dates. The price per share of Class A commarkstnd the number of shares of Class A common stakbe fixed at the time the stock
purchase contracts are issued or may be deterrhinegference to a specific formula set forth in $keck purchase contracts.

The stock purchase contracts may be issepdrately or as a part of units, often known @skspurchase units, consisting of a stock
purchase contract and either:

. our debt securities; or

. debt obligations of third parties, including UnitBthtes Treasury securities;
securing the holders' obligations to purchase the<CA common stock under the stock purchase austra

The stock purchase contracts may requite nsake periodic payments to the holders of thekspurchase units or vice versa, and such
payments may be unsecured or prefunded on some Bas stock purchase contracts may require hotdesscure their obligations in a
specified manner and in certain circumstances wedehver newly issued prepaid stock purchase estdr often known as prepaid
securities, upon release to a holder of any caiatecuring such holder's obligations under thgiral stock purchase contract.

The applicable prospectus supplement wetladibe the terms of any stock purchase contragtok purchase units, and, if applicable,
prepaid securities. The description in the applEgbospectus supplement will not contain all & thformation that you may find useful. For
more information, you should review the stock padhcontracts, the collateral arrangements andsdapoarrangements, if applicable, the
prepaid securities and the document contractogk giurchase units and, if applicable, the prepairities and the document pursuant to
which the prepaid securities will be issued. Thdseuments will be filed with the SEC promptly aftee offering of the stock purchase
contracts or stock purchase units. Material UnBéates federal income tax consideration applicebtee stock purchase contracts and the
stock purchase units will also be discussed iraffy@icable prospectus supplement.
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HOW WE PLAN TO SELL THE SECURITIES

We may sell the securities in any one orarad the following ways:

. directly to investors;

. to investors through agents;

. directly to agents;

. to dealers;

. if indicated in the prospectus supplement, by dedagelivery contracts or by remarketing firms;
. through underwriting syndicates led by one or nmamaging underwriters;

. through one or more underwriters acting alone; and

. through a combination of any such methods of sale.

Any underwritten offering may be on a bef$orts or a firm commitment basis. If underwritare used in the sale, the securities acq!
by the underwriters will be for their own accouhe underwriters may resell the securities in aneare transactions, including without
limitation negotiated transactions, at a fixed [bffering price or at a varying price determirsdhe time of sale. The obligations, if any, of
the underwriter to purchase any securities wilsblject to certain conditions. The underwriterd & obligated to purchase all of the
securities if any are purchased. Any public offgnimice and any discounts or concessions alloveadiowed or paid to dealers may be
changed from time to time.

We may also make direct sales through sigigm rights distributed to our stockholders opra rata basis, which may or may not be
transferable. In any distribution of subscriptiaghts to stockholders, if all of the underlying sgties are not subscribed for, we may then
the unsubscribed securities directly to third gartir may engage the services of one or more unitkensy dealers or agents, including star
underwriters, to sell the unsubscribed securitethitd parties.

If a dealer is used in an offering of sé@ges, we may sell the securities to the dealepragipal. The dealer may then resell the se@s
to the public at varying prices to be determinedh®ydealer at the time of sale.

The distribution of the securities may ffeeed from time to time in one or more transausio

. at a fixed price or prices, which may be changed;
. at market prices prevailing at the time of sale;

. at prices related to such prevailing market prices;
. at negotiated prices.

Any of the prices may represent a discérarh the prevailing market prices.

In the sale of the securities, underwritdeslers or agents may receive compensation fear from purchasers of the securities, for
whom they may act as agents, in the form of distfuwoncessions or commissions. Underwriters méyheesecurities to or through dealers,
and such dealers may receive compensation in thedbdiscounts, concessions or commissions fragrutiderwriters and/or commissions
from the purchasers for whom they may act as agemtserwriters, dealers and agents that particippetiee distribution of the securities may
be deemed to be underwriters under the SecuritiésiAd any discounts or commissions they receiwa us and any
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profit on the resale of securities they realize thaydeemed to be underwriting discounts and conionissinder the Securities Act. The
applicable prospectus supplement will, where applie:

. identify any such underwriter or agent;

. describe any compensation in the form of discour@scessions, commissions or otherwise received &re by each of such
underwriter, dealer or agent and in the aggrega#d underwriters, dealers and agents;

. identify the purchase price and proceeds from sadd

. identify the amounts underwritten;

. identify the nature of the underwriter's obligatiortake the securities; and

. identify any quotation systems or securities exgearon which the securities may be quoted or listed

Unless otherwise specified in the relatexbpectus supplement, each series of securitiébavd new issue with no established trading
market, other than the Class A common stock, wisidisted on the New York Stock Exchange. Any Classommon stock sold pursuant t
prospectus supplement will be listed on the NewkY®tiock Exchange, subject to applicable noticesnvdlg elect to apply for quotation or
listing of any series of debt securities or prefdrstock, respectively, on a quotation system a»ahange but we are not obligated to do ¢
is possible that one or more underwriters may naak®arket in a series of securities, but such undiens will not be obligated to do so and
may discontinue any market making at any time withmotice. Therefore, no assurance can be givém e liquidity of, or the trading
market for, any series of debt securities or prefestock.

Until the distribution of the securitiesciempleted, rules of the SEC may limit the abitfyany underwriters and selling group members
to bid for and purchase the securities. As an diaepo these rules, underwriters are permittedrigage in some transactions that stabilize
the price of the securities. Such transactionsisbogbids or purchases for the purpose of pegdirimg or maintaining the price of the
securities.

If any underwriters create a short positiothe securities in an offering in which theyl sebre securities than are set forth on the cover
page of the applicable prospectus supplement,ritierwriters may reduce that short position by pasatg the securities in the open market.

The lead underwriters may also impose aitebid on other underwriters and selling groupmwbers participating in an offering. This
means that if the lead underwriters purchase séxsiim the open market to reduce the underwrigdrsit position or to stabilize the price of
the securities, they may reclaim the amount ofsang concession from the underwriters and sgifjroup members who sold those
securities as part of the offering.

In general, purchases of a security forpihgose of stabilization or to reduce a shorttpmsicould cause the price of the security to be
higher than it might be in the absence of suchlpses. The imposition of a penalty bid might alaweehan effect on the price of a security to
the extent that it were to discourage resaleset#turity before the distribution is completed.

We do not make any representation or ptiedias to the direction or magnitude of any eftbett the transactions described above i
have on the price of the securities. In additioa,de not make any representation that underwnitdkgngage in such transactions or that
such transactions, once commenced, will not beodifmued without notice at any time.

Under agreements into which we may entedeuwriters, dealers and agents who participatlardistribution of the securities may be
entitled to indemnification by us against certairil diabilities,
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including liabilities under the Securities Act,@ntribution from us to payments which the undetevs, dealers or agents may be required to
make.

Underwriters, dealers and agents may engaiansactions with us or perform services foiruthe ordinary course of business.

If indicated in the applicable prospectupmement, securities may also be offered or spld tremarketing firm" in connection with a
remarketing arrangement contemplated by the tefrtteesecurities. Remarketing firms may act asqipals for their own accounts or as
agents. The applicable prospectus supplementdeiitify any remarketing firm and the terms of @geement, if any, with us. It will also
describe the remarketing firms compensation. Reeteuds firms may be deemed to be underwriters imeation with the remarketing of the
securities.

If indicated in the applicable prospectupgement, we will authorize underwriters, deatarsther persons acting as our agents to s
offers by particular institutions to purchase sé@g from us at the public offering price set foih such prospectus supplement pursuant to
delayed delivery contracts providing for paymerd delivery on such future date or dates statediéh prospectus supplement. Each delayed
delivery contract will be for an amount no lessthand the aggregate principal amounts of secsiigiddd under delayed delivery contracts
shall be not less nor more than, the respectiveuatactated in the applicable prospectus supplenrestitutions with which such delayed
delivery contracts, when authorized, may be madeidie commercial and savings banks, insurance coiepgension funds, investment
companies, educational and charitable institutanms others, but will in all cases be subject toapproval. The obligations of any purchaser
under any such contract will be subject to the @tk that (1) the purchase of the securitieslstatlat the time of delivery be prohibited
under the laws of any jurisdiction in the Unite@i®s to which the purchaser is subject, and (Rifsecurities are being sold to underwriters,
we shall have sold to the underwriters the totaigipal amount of the securities less the princgrabunt thereof covered by the delayed
delivery contracts. The underwriters and such ofigents will not have any responsibility in respedhe validity or performance of such
delayed delivery contracts.

We may enter into derivative transactiofith whird parties, or sell securities not covergadliis prospectus to third parties in privately
negotiated transactions. If the applicable prosmestipplement indicates, in connection with themévdtives, the third parties may sell
securities covered by this prospectus and the egigé prospectus supplement, including in shoe gahsactions. If so, the third party may
use securities pledged by us or borrowed from wdleers to settle those sales or to close out@ayed open borrowings of stock, and may
use securities received from us in settlement adatderivatives to close out any related open langs of stock. The third parties in such
sale transactions will be underwriters and, ifidentified in this prospectus, will be identifienl the applicable prospectus supplement (or a
post-effective amendment).

We or one of our affiliates may loan ordge securities to a financial institution or ottt@rd party that in turn may sell the securities
using this prospectus. Such financial institutionhird party may transfer its short position te@stors in our securities or in connection with
a simultaneous offering of other securities offdpgdhis prospectus or otherwise.

To comply with applicable state securit@ss, the securities offered by this prospectusheélsold, if necessary, in such jurisdictions
only through registered or licensed brokers orelsaln addition, securities may not be sold in s@tates unless they have been registered o
qualified for sale in the applicable state or aamegtion from the registration or qualification régument is available and is complied with.
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EXPERTS

The consolidated financial statements oft$\&/ater Technologies, Inc., and subsidiaries @hmpany) and related financial statement
schedule as of December 31, 2004 and 2003 ancdbr & the years in the three-year period endeeébber 31, 2004, and management's
assessment of the effectiveness of internal cootret financial reporting as of December 31, 2084ehbeen incorporated by reference he
in reliance upon the reports of KPMG LLP, indepertdegistered public accounting firm, incorporalgdreference herein and upon the
authority of said firm as experts in accounting anditing.

The audit report with respect to managemaasisessment of the effectiveness of internalaloover financial reporting and the
effectiveness of internal control over financighoeting as of December 31, 2004 contains an expangaragraph which states that Watts
Water Technologies, Inc. acquired Orion Enterpritas, TEAM Precision Pipework, Ltd., and FlowntaBlystems, Inc. during 2004
(collectively the 2004 acquisitions). Managemertlagaed from its assessment of internal control dwvemcial reporting, the 2004
acquisitions representing consolidated total asse$80 million and consolidated revenues of $3Biom included in the consolidated
financial statements of Watts Water Technologies, &s of and for the year ended December 31, Z0@taudit report with respect to
internal control over financial reporting of Watttater Technologies, Inc. also excluded an evalnaifdhe internal control over financial
reporting of the 2004 acquisitions.

The audit report with respect to the coitséd balance sheets of Watts Water Technololyiesand subsidiaries as of December 31,
2004 and 2003, and the related consolidated statsméoperations, stockholders' equity, and chshsfand for each of the years in the
three-year period ended December 31, 2004, ancttiieed financial statement schedule refers tcCiimpany's change, effective January 1,
2002, of its method of accounting for goodwill asttier intangible assets based on the adoptionnain€ial Accounting Standards No. 142,
"Goodwill and Other Intangible Assets."

LEGAL MATTERS

Certain legal matters, including the letyadif the securities offered, will be passed upamnus by Goodwin Procter LLP, Boston,
Massachusetts.
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JPMorgan
KeyBanc Capital Markets
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You should rely only on the information contained i this prospectus supplement and the accompanyingg@spectus. We have not
authorized anyone to provide you with information dfferent from that contained in this prospectus suplement and the accompanying
prospectus. We are offering to sell, and seekingfefs to buy, Class A common stock only in jurisdidbns where offers and sales are
permitted. The information contained in this prospetus supplement and the accompanying prospectusascurate only as of the date
of this prospectus supplement and the accompanyimrospectus, regardless of the time of delivery ohts prospectus supplement and
the accompanying prospectus or of any sale of ourl&s A common stock.

No action is being taken in any jurisdiction outsttie United States to permit a public offeringhaf Class A common stock or possessio
distribution of this prospectus supplement andatompanying prospectus in that jurisdiction. Pesssho come into possession of this
prospectus supplement and the accompanying praspieciurisdictions outside the United States arpiired to inform themselves about and
to observe any restrictions as to this offering greddistribution of this prospectus supplement tiedaccompanying prospectus applicable to
that jurisdiction.
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