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PART I. EINANCIAL INFORMATION

ITEM 1. Einancial Statements
WATTS WATER TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Amounts in millions, except share information)

(Unaudited)
September 30 December 31
2012 2011
ASSETS
CURRENT ASSETS
Cash and cash equivalel $ 209t % 250.€
Shor-term investment securitic 2.1 4.1
Trade accounts receivable, less allowance for dolétcounts of $10.5 million at September 3C
2012 and $9.1 million at December 31, 2! 219.¢ 207.1
Inventories, net
Raw materials 109.( 107.7
Work in proces: 23.¢ 28.7
Finished goods 166.( 147.¢
Total Inventories 298.¢ 284.;
Prepaid expenses and other as 34.: 26.€
Deferred income taxe 28.1 28.2
Assets held for sale 13.1 4.€
Total Current Assets 805.¢ 805.5
PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment, at c 503.2 494.¢
Accumulated depreciation (285.]) (268.])
Property, plant and equipment, net 218.1 226.7
OTHER ASSETS
Goodwill 501.( 490.¢
Intangible assets, n 149.1 154.¢
Deferred income taxe 7.7 10.2
Other, net 9.7 10.1
TOTAL ASSETS $ 1,691.C $ 1,697.!
LIABILITIES AND STOCKHOLDERS ’ EQUITY
CURRENT LIABILITIES:
Accounts payabl $ 128t 3 126.t
Accrued expenses and other liabilit 129.¢ 109.2
Accrued compensation and bene 41.¢ 45.¢
Current portion of long-term debt 77.C 2.C
Total Current Liabilities 376.¢ 283.€
LONG-TERM DEBT, NET OF CURRENT PORTIO 307.¢ 397.¢
DEFERRED INCOME TAXES 55.4 58.2
OTHER NONCURRENT LIABILITIES 38.t 38.t
STOCKHOLDER¢ EQUITY:
Preferred Stock, $0.10 par value; 5,000,000 stear#®rized; no shares issued or outstan — —
Class A Common Stock, $0.10 par value; 80,000,0@0es authorized; 1 vote per share; issued and
outstanding 28,221,643 shares at September 30,81129,471,414 shares at December 31,
2011 2.8 2.8
Class B Common Stock, $0.10 par value; 25,000,6@0es authorized; 10 votes per share; issu
and outstanding, 6,753,680 shares at Septemb@03@,and 6,953,680 at December 31, 2 0.7 0.7
Additional paic-in capital 438.7 420.1
Retained earning 486.¢ 515.1
Accumulated other comprehensive loss (16.€) (19.0)
Total Stockholders’ Equity 912. 919.¢
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 1,691.C $ 1,697.%

See accompanying notes to consolidated financ#tsients.
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WATTS WATER TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in millions, except per share information)

(Unaudited)
Third Quarter Ended Nine Months Ended
September 30 October 2, September 30 October 2,
2012 2011 2012 2011

Net sales $ 361.2 $ 370.6 $ 1,096.! $ 1,076.
Cost of goods sold 231.C 235.1 704.¢ 689./

GROSS PROFIT 130.Z 135.7 391.€ 387.(
Selling, general and administrative exper 93.t 92.€ 291.¢ 287.¢
Restructuring and other charges, 1.2 1.8 3.5 8.2
Goodwill and other long-lived asset impairment ciesr 2.4 — 3.0 0.Z

OPERATING INCOME 33.1 41.2 93.7 90.7
Other (income) expens

Interest income 0.2 (0.2 (0.5 (0.7)

Interest expens 6.1 6.5 18.4 19.1

Other (income) expense, net (0.€) (0.3 (1.5) 0.4
Total other expense 5.4 6.C 16.4 18.¢
INCOME FROM CONTINUING OPERATIONS BEFORE

INCOME TAXES 27.7 35.2 77.% 71.¢
Provision for income taxes 9.C 11.€ 24.4 24.%
NET INCOME FROM CONTINUING OPERATION! 18.7 23.€ 52.¢ 47.¢
Income from discontinued operations, net of te — 0.1 — 1.6
NET INCOME $ 18.7 $ 23.7 $ 52.¢ $ 49.2
BASIC EPS
Net income per shar

Continuing operation $ 0.5 $ 0.6 $ 14¢ $ 1.2

Discontinued operations — — — 0.0t

NET INCOME $ 0.5 $ 0.6 $ 14¢ $ 1.32
Weighted average number of shares 35.1 37.4 36.1 37t
DILUTED EPS
Net income per shar

Continuing operation $ 05 $ 0.6 $ 14¢ $ 1.2¢

Discontinued operations — — — 0.0t

NET INCOME $ 0.5 $ 0.6 $ 14¢ $ 1.31
Weighted average number of shares 35.2 37.t 36.7 37.7
Dividends per share $ 011 $ 011 $ 03¢ $ 0.3¢

See accompanying notes to consolidated financssients.
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WATTS WATER TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (1S3B)

(Amounts in millions)

Net income

Other comprehensive income (loss), net of

Foreign currency translation adjustme

Defined benefit pension plar

Amortization of prior service cost included in petriodic
pension cos

Amortization of net losses included in net perigoénsion
cost

Defined benefit pension plans

Other comprehensive income (loss), net of tax

Comprehensive income (loss)

See accompanying notes to consolidated financssients.

(Unaudited)
Third Quarter Ended Nine Months Ended
September 30 October 2, September 30 October 2,
2012
18.7 237 $ 52.€ 49.4
25.1 (40.1) 1.9 8.€
— 0.1 — 0.3
0.2 0.7 0.5 2.1
0.2 0.8 0.5 2.4
25.2 (39.9) 2.4 11.(
44.( (15.6) $ 55.% 60.




Table of Contents

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

(Unaudited)
Nine Months Ended
September 30 October 2,
2012 2011
OPERATING ACTIVITIES
Net income $ 52¢ % 49.4
Less: Income from discontinued operations, neaxés — 1.8
Net income from continuing operatio 52.¢ 47.€
Adjustments to reconcile net income from continuapgrations to net cash provided by continui
operating activities
Depreciatior 25.C 24.¢
Amortization of intangible: 12.1 13.5
Stoclk-based compensatic 4.2 7.C
Deferred income taxes bene (1. (2.9
Loss on disposal and impairment of property, ptamdt equipment and oth 3.t 0.1
Changes in operating assets and liabilities, neffetts from business acquisitions and
divestures
Accounts receivabl (12.9 (13.5)
Inventories (16.7) (16.9)
Prepaid expenses and other as (8.6) (2.2
Accounts payable, accrued expenses and otheiitiied 14.¢ (1.4
Net cash provided by continuing operations 73.7 56.5
INVESTING ACTIVITIES
Additions to property, plant and equipmi (18.8) (16.9
Proceeds from the sale of property, plant and eneiy 1.1 0.€
Purchase of shc-term investment securitic (2.7 4.2
Proceeds from the sale of st-term investment securiti¢ 4.1 4.1
Other — (0.3
Business acquisitions, net of cash acquired (17.5) (162.9
Net cash used in investing activities (33.9) (179.0
FINANCING ACTIVITIES
Proceeds from lor-term debt 9.2 184.(
Payments of lor-term debi (23.9) (116.0
Payment of capital leases and ot (2.7 (1.9
Proceeds from share transactions under employek glans 9.4 3.4
Tax benefit of stock awards exercis 1.€ 0.t
Dividends (12.3) (12.9)
Payments to repurchase common stock (65.€) (27.2)
Net cash provided by (used in) financing activities (83.2) 30.5
Effect of exchange rate changes on cash and casba&ts 1.€ 8.¢
Net cash provided in operating activities of didommed operation — 0.2
DECREASE IN CASH AND CASH EQUIVALENT¢ (41.0 (82.9)
Cash and cash equivalents at beginning of year 250.¢ 329.2
CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 209.f $ 246.%
NON-CASH INVESTING AND FINANCING ACTIVITIES
Acquisition of businesse
Fair value of assets acquir $ 26.6 % 219.1
Cash paid, net of cash acquil 17.5 162.¢
Liabilities assume: $ 9.3 § 56.2
Acquisition of fixed assets under financing agrests $ 0.8 $ 4.3
Issuance of stock under management stock purclias $ 0.7 $ 0.4
CASH PAID FOR:
Interest 12.7 13.2
Income taxes 20.€ 26.2

See accompanying notes to consolidated financ#tsients.
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WATTS WATER TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudit))

1. Basis of Presentation

The accompanying unaudited consolidated finant@#éments have been prepared in accordance witluatiag principles generally
accepted in the United States for interim finantifdrmation and with the instructions to Form 10a@d Article 10 of Regulation S-X.
Accordingly, they do not include all of the infortitm and footnotes required by accounting pringgenerally accepted in the United States
for complete financial statements. In the opinddmanagement, all adjustments (consisting of nbramurring accruals) considered
necessary for a fair presentation have been indludthe Watts Water Technologies, Inc. (the Comgp&onsolidated Balance Sheet as of
September 30, 2012, the Consolidated Statemei@p@fations for the third quarter and nine montldedrSeptember 30, 2012 and

October 2, 2011, the Consolidated Statements ofpCeinensive Income (Loss) for the third quarter mingé months ended September 30,
2012 and October 2, 2011, and the Consolidate@r8taits of Cash Flows for the nine months endedeSdyar 30, 2012 and October 2,
2011.

The balance sheet at December 31, 2011 has begadi&om the audited consolidated financial staata at that date. The accounting
policies followed by the Company are describechn@ompany’s Annual Report on Form 10-K for therysraded December 31, 2011. The
financial statements included in this report shdaddead in conjunction with the consolidated fitiahstatements and notes included in the
Annual Report on Form 10-K for the year ended Ddmemn31, 2011. Operating results for the interimqukr presented are not necessarily
indicative of the results to be expected for tharyending December 31, 2012.

The Company operates on a 52-week fiscal year gratirDecember 31st. Any quarterly or nine-montfadantained in this Quarterly
Report on Form 10-Q generally reflect the resultsperations for a 13-week period or 39-week periedpectively.

Certain amounts in the 2011 consolidated finarstetements have been reclassified to permit cosgarvith the 2012 presentation. These
reclassifications had no effect on reported resfltsperations or stockholders’ equity.

2. Accounting Policies

Estimates

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

Goodwill and Long-Lived Assets

The changes in the carrying amount of goodwill bpgraphic segment are as follows:

October 2, 2011

Net
Gross Balance Accumulated Impairment Losses Goodwill
Acquired Foreign
Balance During Currency Balance Balance Impairment Balance
January 1, the Translation October 2, January 1, Loss During October 2, October 2,
2011 Period and Other 2011 2011 the Period 2011 2011
(in millions)
North America $ 213¢ % 42 % — $ 2181 $ (220 $ — $ (220 $ 196.1
Europe, Middle East and
Africa (EMEA) 228.1 65.7 (1.8) 292.( — — — 292.(
Asia 8.1 4.2 0.3 12.7 — — — 12.7
Total $ 450.C $ 74 $ (1.5) $ 522¢ $ (22.0 ¢ — $ (22.00 $ 500.¢
September 30, 201
Gross Balance Accumulated Impairment Losses Net Goodwill
Foreign Impairment
Currency
Balance Acquired Translation Balance Balance Loss During Balance
January 1, During the September 30, January 1, September 30, September 30
2012 Period and Other 2012 2012 the Period 2012 2012
(in millions)
North America $ 2156 $ 132 $ (15 $ 2274 $ (232 $ (1.0 $ (242 $ 203.:
EMEA 285.7 — (0.2 285.1 — — — 285.1
Asia 12.i — — 12.7 — — — 12.7
Total $ 5136 $ 132 $ (1.9 $ 525.. $ (239 $ 1.0 $ (24.2) $ 501.

On January 31, 2012, the Company completed thesitiqn of tekmar Control Systems (tekmar) in arehgurchase transaction. A desig



and manufacturer of control systems used in heatigtilation, and air conditioning applicationskiar is expected to enhance the
Company'’s hydronic systems product offerings inth8. and Canada. The initial purchase price paisl CAD $18.0 million, with post-
closing adjustments related to working capital ancgkarnout based on the attainment of certaindwgarnings levels. The initial purchase
price paid was equal to approximately $17.8 milli@sed on the exchange rate of Canadian dollarSo U
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dollar as of January 31, 2012. The total purctpeme will not exceed CAD $26.2 million. The Conmyds accounting for the transaction as
a business combination. The Company completeélarpnary purchase price allocation that resultethie recognition of $13.3 million in
goodwill and $10.1 million in intangible assetsitangible assets consist primarily of acquired netbgy with an estimated life of 10 years,
distributor relationships with an estimated lifefofears, and a trade name with an estimatedflié® gears. The goodwill is not expected to
be deductible for tax purposes.

The Company has made numerous acquisitions oveetirs which included the recognition of a sigrifitamount of goodwill and
indefinite-lived intangible assets. Goodwill amdiéfinite-lived intangible assets are tested fquairment at least annually or more frequently
if events or circumstances indicate that it is “mbkely than not” that they might be impaired, s from a change in business conditions.
The Company performs its annual impairment assassoigjoodwill and indefinite-lived intangible assén the fourth quarter of each year.
Application of the goodwill impairment test requereidgment, including the identification of repagiunits, assignment of assets and
liabilities to reporting units, and determinatioitioe fair value of each reporting unit. The Comypaas determined it has eight reporting u
including Residential and Commercial, Dormont, Dsa& Water re-use, BRAE, Water Quality, EMEA, Bléchand Asia. Our Water

Quality reporting unit does not have goodwill.

As of October 30, 2011, the annual impairment asiglglate, the fair value of the Company’s EMEA réipg unit exceeded the carrying
value by approximately 9%. Operating results fer EMEA reporting unit have been hindered by therdarn in the economic environment
in Europe and continued to fall below expectatidnsng the six months ended July 1, 2012, trigggetire decision to update the impairment
analysis during the second quarter. As a resutie@fipdated fair value assessment, it was detethihat the fair value of the EMEA
reporting unit continues to exceed its carryingreal result of a decrease in discount rate aedwction of net debt offset by lower short-
term projections. The Company also performed atyais on the long-lived assets in the EMEA repartiinit as a result of the triggering
event and concluded that these assets were notrédpa

Although the EMEA reporting unit met expectationsidg the quarter ended September 30, 2012, shbelBEMEA reporting unit operatin
results decline further because the European ndcoet deteriorates beyond our current expectatosfiould interest rates increase, ther
reporting unit’s goodwill may be at risk for impaient in the future. The EMEA reporting unit’'s godlilwalance as of September 30, 2012
was $210.7 million.

Operating results for the Blue Ridge Atlantic Epteses, Inc. (BRAE) reporting unit in North Americantinued to fall below expectations
during the nine months ended September 30, 2048eting the decision to update the impairmentysisiduring the third quarter. As a
result, the Company recorded a pre-tax goodwilldimpent charge of $1.0 million. Because expeatativave been lowered, the Company
also reviewed the BRAE earnout calculation and néed a $1.0 million reduction in the contingentreaut liability during the third quarter
(see Note 5). The Company estimated the fair vaeldle reporting unit using the expected presehtevaf future cash flows. The BRAE
reporting unit's goodwill balance as of Septemb&r2012 was $0.3 million.

Intangible assets with estimable lives and othegllived assets are reviewed for impairment whenevents or changes in circumstances
indicate that the carrying amount of an asset setagroup may not be recoverable. Recoverabiliintaihgible assets with estimable lives
other long-lived assets are measured by a compagitine carrying amount of an asset or asset giofyture net undiscounted pretax cash
flows expected to be generated by the asset or gisa®. If these comparisons indicate that antass®t recoverable, the impairment loss
recognized is the amount by which the carrying amotfithe asset or asset group exceeds the redatadated fair value. Estimated fair va
is based on either discounted future pretax opeyatsh flows or appraised values, depending onahee of the asset. The Company
determines the discount rate for this analysis thasethe weighted average cost of capital baseatie@market and guideline public compar
for the related business, and does not alloca¢edst charges to the asset or asset group beinguneda Judgment is required to estimate
future operating cash flows.

Intangible assets include the following:

September 30, 201 December 31, 201

Gross Net Gross Net

Carrying Accumulated Carrying Carrying Accumulated Carrying

Amount Amortization Amount Amount Amortization Amount

(in millions)

Patents $ 165 $ (115 $ 5 $ 165 $ (10.6) $ 5.7
Customer relationshiy 133.¢ (66.5) 67.2 135.¢ (57.9) 78.1
Technology 28.€ (8.7) 19.¢ 19.¢ (7.0 12.7
Trade Name 13.2 (1.7 11.€ 13.4 (0.9 12.€
Other 8.€ (5.5) 3.1 8. (5.4) 3.1
Total amortizable intangible 200.¢ (93.9) 106.¢ 194.C (81.9 112.2
Indefinite-lived intangible asse 42.2 — 42.2 42.4 — 42.4
Total $ 243.C 3 (93.9 $ 149.1 $ 2364 $ (819 $ 154.¢

Aggregate amortization expense for amortizablengitale assets for the third quarters of 2012 arfdl2@as $3.7 million and $4.2 million,
respectively, and for the first nine months of 2@t2l 2011 was $12.1 million and $13.5 million, exgtjvely. Additionally, future
amortization expense for the next five years onréimable intangible assets is expected to be apmately $3.8 million for the remainder of
2012, $15.0 million for 2013, $14.8 million for 291$14.5 million for 2015 and $14.1 million for 2ZBJAmortization expense is recorded (
straigh-line basis over the estimated useful lives of tharigible assets. The weigh-average remaining life of total amortizable intdobg



assets is 9.7 years. Patents, customer relatianghizhnology, trade names and other
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amortizable intangibles have weighted-average neimgilives of 6.6 years, 6.8 years, 12.0 years9 ¥&ars and 41.8 years, respectively.
Intangible assets not subject to amortization aredicertain trademarks and trade names.

Stock-Based Compensation

The Company maintains three stock incentive plameuwhich key employees and non-employee memli¢he ompany’s Board of
Directors have been granted incentive stock opt{t#®s) and nonqualified stock options (NSOs) tochase the Company’s Class A
Common Stock. Only one plan, the 2004 Stock Ingerfilan, is currently available for the grant ofvrstock options, which are currently
being granted only to employees. Under the 2004kSincentive Plan, options become exercisable aeur-year period at the rate of 25%
per year and expire ten years after the grant #&@s and NSOs granted under the plans may haveisxgrices of not less than 100% and
50% of the fair market value of the Class A Comr&twock on the date of grant, respectively. The Camisacurrent practice is to grant all
options at fair market value on the grant date. Thmpany issued 375,800 and 280,000 options tekgyoyees under the 2004 Stock
Incentive Plan in the third quarter and in thetfiisie months of 2012 and 2011, respectively.

The fair value of each option issued under the 284k Incentive Plan is estimated on the dateafity using the Black-Scholes-Merton
Model, based on the following weighted average mgsions:

2012 2011
Expected life (years) 6.C 6.C

Expected stock price volatilit 41.2% 40.9%
Expected dividend yiel 1.2% 1.5%
Risk-free interest rat 0.€% 1.€%

The above assumptions were used to determine tighted average grant-date fair value of stock aystiof $13.49 and $10.19 in 2012 and
2011, respectively.

The Company has also granted shares of restrittied 0 key employees and stock awards to non-eyaplonembers of the Company’s
Board of Directors under the 2004 Stock IncentilanP Stock awards to non-employee members of trapgany’s Board of Directors vest
immediately, and employees restricted stock aweedsover a three-year period at the rate of oivd-fier year. The restricted stock awards
are amortized to expense on a straight-line bagsthe vesting period. The Company issued 152ar85107,786 shares of restricted stock
under the 2004 Stock Incentive Plan in the thirdrtprs of 2012 and 2011, respectively. The Compssued 152,765 and 109,186 shares of
restricted stock under the 2004 Stock Incentive Righe first nine months of 2012 and 2011, reipely. During the third quarter and first
nine months of 2012, the Company granted an agtgedd 6,835 of stock awards to non-employee membkthe Company’s Board of
Directors under the 2004 Stock Incentive Plan, biclv 12,025 were deferred pursuant to the Compastpsk deferral program.

The Company also has a Management Stock PurchasetRlt allows for the purchase of restricted stouks (RSUs) by key employees. On
an annual basis, key employees may elect to reegpaetion of their annual incentive compensatioREUs instead of cash. Each RSU
represents one share of Class A Common Stock gnarébased by the employee at 67% of the fair ntaskdee of the Company’s Class A
Common Stock on the date of grant. RSUs vest dlynuzer a three-year period from the grant date mateipt of the shares underlying
RSUs is deferred for a minimum of three years ehggreater number of years as is chosen by theogel An aggregate of 2,000,000
shares of Class A Common Stock may be issued uhdéflanagement Stock Purchase Plan. The Companyegr 63,739 RSUs and 96,454
RSUs in the first nine months of 2012 and 2011peetvely.

The fair value of each RSU issued under the Managé®tock Purchase Plan is estimated on the dapeanf, using the Black-Scholes-
Merton Model, based on the following weighted agerassumptions:

2012 2011
Expected life (years) 3.C 3.C
Expected stock price volatilil 38.2% 44.%
Expected dividend yiel 1.1% 1.2%
Risk-free interest rat 0.4% 1.2%

The above assumptions were used to determine tighted average grant-date fair value of RSUs of@and $16.25 in 2012 and 2011,
respectively.

A more detailed description of each of these stouk stock option plans can be found in Note 12 atellto Consolidated Financial
Statements in the Company’s Annual Report on Fd#K for the year ended December 31, 2011.

On May 23, 2012, William C. McCartney provided igetiof his intention to retire as Chief Financiafi@r of the Company. On
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June 14, 2012, the Company entered into a reteagorement with Mr. McCartney. Pursuant to therrébn agreement, Mr. McCartney will
continue employment with the Company until Decenter2012, and will assist the Company in identifiya successor and transitioning his
responsibilities and duties to the new Chief Fin@nOfficer. Pursuant to Mr. McCartney fulfilling$duties under the retention agreement,
the Company will record a pre-tax charge of apprately $1.5 million over the retention period, dsting of expected cash payments of
$0.7 million and a non-cash charge of $0.8 milionthe modification of stock options and restritgtock awards. In addition,

Mr. McCartney will receive a performance bonus lmild have been entitled to had he been employdtiedbompany through December
2012 (see Note 13 regarding appointment of new lkexVice President and Chief Financial Officer).

On January 26, 2011, Patrick S. O’Keefe resignechfnis positions as Chief Executive Officer, Presidand Director. Pursuant to a
separation agreement, the Company recorded a cbbf§e3 million, consisting of $3.3 million in egpted cash severance and a non-cash
charge of $3.0 million for the modification of skoaptions and restricted stock awards.

Shipping and Handling

The Company’s shipping costs included in sellirepeyal and administrative expenses were $9.5 milied $9.7 million for the third
quarters of 2012 and 2011, respectively, and weg3bmillion and $28.4 million for the first nineamths of 2012 and 2011, respectively.

Research and Developme

Research and development costs included in setlieigeral and administrative expenses were $5.@0omiind $5.3 million for the third
quarters of 2012 and 2011, respectively, and wBe7$million and $16.0 million for the first nineamths of 2012 and 2011, respectively.

Taxes, Other than Income Taxes

Taxes assessed by governmental authorities otraakactions are recorded on a net basis and ectfuom sales in the Company’s
consolidated statements of operations.

Income Taxe

Income taxes are accounted for under the assdiadnility method. Deferred tax assets and lial@htiare recognized for the future tax
consequences attributable to differences betwe=firthncial statement carrying amounts of existingets and liabilities and their respective
tax bases and operating loss and tax credit carwafrds. Deferred tax assets and liabilities arasueed using enacted tax rates expected to
apply to taxable income in the years in which thteseporary differences are expected to be recovaredttled. The effect on deferred tax
assets and liabilities of a change in tax ratesdegnized in income in the period that includesghactment date.

New Accounting Standart

In December 2011, the Financial Accounting Starsl&waiard (FASB) issued an amendment to the accaugtiidance for disclosure of
offsetting assets and liabilities and related ayesmnents. The amendment expands the disclosureeawpiits in that entities will be required
to disclose both gross information and net infoiarafbout both instruments and transactions ekgibit offset in the statement of financial
position and instruments and transactions subjeghtagreement similar to a master netting arrapgerifthe amendment is effective for
fiscal years, and interim periods within those geleginning on or after January 1, 2013, and &ieadipplied retrospectively. The Company
does not expect that the adoption of this accogmiienouncement will have a material impact offiitancial statements.

In July 2012, the FASB issued an amendment todfjgirements for indefinitéved intangible asset impairment testing. The Camyphas th
option to first assess qualitative factors to datee whether the existence of events or circumsiaigads to a determination that it is more
likely than not that the fair value of an indefesiived intangible asset is less than its carrngnmgunt. If, after assessing the totality of events
or circumstances, the Company determines it is kel than not that the fair value of an indefeslived intangible asset is greater than its
carrying amount, then performing the impairment iesinnecessary. The Company intends to adoph#visstandard effective with its ann
impairment testing date of October 30, for the yavating December 31, 2012.

3. Discontinued Operations and Assets Held For Sale

In the first quarter of 2010, the Company recordecstimated reserve of $5.3 million in discontthoperations in connection with its
investigation of potential violations of the ForeiGorrupt Practices Act (FCPA) at Watts Valve (Gysra) Co., Ltd. (CWV), a former
indirect wholly-owned subsidiary of the Companydhina. On October 13, 2011, the Company enteredaisettiement for $3.8 million with
the Securities and Exchange Commission to resdlegadions concerning potential violations of tHeAA at CWV. During the quarter end
July 3, 2011, the Company revised the reserve @ $dlion based on the settlement. See NotetB®fCompany’s Annual Report on

Form 10-K for the year ended December 31, 2011.
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Third Quarter Ended Nine Months Ended
September 30 October 2, September 30 October 2,
2012 2011 2012 2011
(in millions)
Reserve releas- FCPA matter (CWV. $ — 3 — $ — 3 1.7
Gain on disposal — TEAM — 0.1 — 0.4
Income before income taxes — 0.1 — 2.1
Income tax expense — — — 0.2
Income from discontinued operations, net of taxes $ — $ 01 % — $ 1.6

During the quarter ended July 1, 2012, the CommaBward of Directors approved the disposal of araon within the Company’s North
America segment. The Company evaluated the fhileviass cost to sell the net assets and deterntia¢dhe fair value exceeded the
carrying value. The Company recorded the net as$&0.7 million, representing gross assets of&hdllion less liabilities of $2.9 million,
as assets held for sale. The revenues and resaperations are not material to the Company. Cbmpany will not have continuing
involvement after a sale is completed.

4. Financial Instruments and Derivative Instruments

The Company measures certain financial assetsamitities at fair value on a recurring basis, imdihg foreign currency derivatives, defer
compensation plan assets and related liability,cmdingent consideration. There were no cash fedges as of September 30, 2012 and
December 31, 2011. The fair values of these cefil@@ncial assets and liabilities were determinsithg the following inputs at

September 30, 2012 and December 31, 2011:

Fair Value Measurements at September 30, 2012 Usin
Quoted Prices in

Active Significant Other Significant
Markets for Identical Observable Unobservable
Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
(in millions)

Assets
Plan asset for deferred compensation(1) $ 43 $ 43 $ — $ —
Total assets $ 43 $ 43 $ — $ —
Liabilities
Plan liability for deferred compensation| $ 42 % 423 % — $ —
Contingent consideration(3) 5.4 — — 5.4
Total liabilities $ 9.7 $ 43 $ — $ 5.4

Fair Value Measurements at December 31, 2011 Usin

Significant Other Significant
Quoted Prices in Active Observable Unobservable
Markets for Identical Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
(in millions)
Assets
Plan asset for deferred compensation(1) $ 4C $ 4C $ — $ —
Total assets $ 4C $ 4C $ — $ —
Liabilities
Plan liability for deferred compensation| $ 4C $ 4C $ — $ —
Contingent consideration(3) 1.1 — — 1.1
Total liabilities $ 51 $ 4C $ — % 1.1

(1) Included in other, net on the Company’s consolid&@ance sheet.
(2) Included in accrued compensation and benefits elfCttmpany’s consolidated balance sheet.
(3) Included in other noncurrent liabilities and acch@xpenses and other liabilities on the Companyrsclidated balance sheet.

The table below provides a summary of the changésiri value of all financial assets and liabiltimeasured at fair value on a recurring t
using significant unobservable inputs (Level 3)tfoe period December 31, 2011 to September 30,.2012
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Total realized and
unrealized gains

Balance Purchases (losses) included in Balance
December 31 sales, Comprehensive September 30
2011 settlements, net Earnings income 2012
(in millions)
Contingent consideratic $ 11 % 51 $ 09 $ 01 $ 5.4

In 2010, a contingent liability of $1.9 million wascognized as an estimate of the acquisition fd@tealue of the contingent consideration in
the BRAE acquisition. This liability was classifiad Level 3 under the fair value hierarchy as & Wwased on the weighted probability of
achievement of a future performance metric as ®fiite of the acquisition, which was not observabtee market. During the year ended
December 31, 2011, and the nine months ended Sketef, 2012, the estimate of the fair value ofdbetingent consideration was reduced
to $1.1 million and subsequently to $0.2 millioasbkd on the revised probability of achievemenhefftiture performance metric. Failure to
meet the performance metric would reduce thislitgtid zero, while complete achievement would gase this liability to the full remaining
purchase price of $4.8 million.

In connection with the tekmar Control Systems asitjon in 2012, a contingent liability of $5.1 nidlh was recognized as the estimate of the
acquisition date fair value of the contingent cdesation (see Note 12). This liability was clagsifas Level 3 under the fair value hierarchy
as it was based on the probability of achieveméatfature performance metric as of the date ofabguisition, which was not observable in
the market. Failure to meet the performance neetwiculd reduce this liability to zero; while comi@achievement would increase this
liability to the full remaining purchase price oAD $8.2 million.

Short-term investment securities as of Septembg2@I2 consist of a certificate of deposit witteangining maturity of greater than three
months at the date of purchase, for which the aagrgmount is a reasonable estimate of fair value.

Cash equivalents consist of instruments with remgimaturities of three months or less at the dapurchase and consist primarily of
certificates of deposit and money market fundswbich the carrying amount is a reasonable estim@tair value.

The Company uses financial instruments from timenbe to enhance its ability to manage risk, inatgdoreign currency and commodity
pricing exposures, which exist as part of its ongdiusiness operations. The use of derivativessagthe Company to counterparty credit
risk for nonperformance and to market risk relatedhanges in currency exchange rates and commpuditys. The Company manages its
exposure to counterparty credit risk through diifieegtion of counterparties. The Company’s counsetigs in derivative transactions are
substantial commercial banks with significant eigreze using such derivative instruments. The imp&atarket risk on the fair value and
cash flows of the Company’s derivative instrumestsionitored and the Company restricts the useenfdtive financial instruments to
hedging activities. The Company does not enterdotutracts for trading purposes nor does the Cognpater into any contracts for
speculative purposes. The use of derivative ingtntmis approved by senior management under wgttéfelines.

The Company has exposure to a number of foreigrecay rates, including the Canadian Dollar, theoEthe Chinese Yuan and the British
Pound. To manage this risk, the Company generathg a layering methodology whereby at the end yhaarter the Company has gener.
entered into forward exchange contracts which heggpeoximately 50% of the projected intercompanscpase transactions for the next
twelve months. The Company primarily uses thiststnafor the purchases between Canada and theldeSaverage volume of contracts can
vary but generally is approximately $2 million tbSbmillion in open contracts at the end of any gigearter. At September 30, 2012, there
were no open contracts. The Company accounthéoforward exchange contracts as an economic h&dgdized and unrealized gains and
losses on the contracts are recognized in otheorfie) expense in the consolidated statement ohtipes. These contracts do not subject the
Company to significant market risk from exchangeveroent because they offset gains and losses arltited foreign currency denomina
transactions.

Fair Value

The carrying amounts of cash and cash equivalshtst-term investments, trade receivables and fpagiables approximate fair value
because of the short maturity of these financistrimments.

The fair values of the Company’s 5.47% senior ndtes2013, 5.85% senior notes due 2016, and 5.@5%rsnotes due 2020, are based on a
discounted cash flow model using comparable ingistompanies, the Company’s credit metrics, then@any’s size, as well as current
market interest rates quoted in active marketsaaadlassified within Level 2 of the valuation lethy. The fair value of the Company’s
variable rate debt approximates its carrying vallre carrying amount and the estimated fair markte of the Company’s long-term debt,
including the current portion, are as follows:

September 30 December 31
2012 2011
(in millions)
Carrying amoun $ 384.t % 399.4
Estimated fair valur $ 422.¢ % 440.t
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5. Restructuring and Other Charges, Net

The Company’s Board of Directors approves all magstructuring programs that involve the discordimee of product lines or the shutdown
of facilities. From time to time, the Company takelditional restructuring actions, including inutary terminations that are not part of a
major program. The Company accounts for theses éoshe period that the individual employees artfied or the liability is incurred.
These costs are included in restructuring and atharges in the Company’s consolidated statemdmpgearations. In April 2011, the Board
approved an integration program in association trighacquisition of Danfoss Socla S.A.S. (Socle)e program was designed to integrate
certain operations and management structures d¢& Saih a total estimated pre-tax cost of $6.4 imillwith costs being incurred through
2012. As of September 30, 2012, the Company revtsdorecast to $4.4 million due to lower thapested severance costs.

The Company also periodically initiates other awiavhich are not part of a major program. In 2Q@ké&,Company initiated restructuring
activities with respect to the Company’s operafenglities in Europe, which included the closureadfacility. The Europe restructuring
activities are expected to include pre-tax cos@ppiroximately $2.6 million, including costs fovseance and shut-down costs. The total net
after-tax charge is $1.8 million with costs beingurred through 2012. In 2012, the Company comexnestructuring activities in North
America to relocate certain production activitiehich include the closure of two manufacturingsitecurring through 2013. Total expected
costs are $2.8 million, including severance andddwn costs. The net after tax charge of $1.8onillill be incurred through the middle of
2013. As of September 30, 2012, the Company re\itseplans to reduce the expected costs to $lllmdue to the elimination of a plant
closure.

In March 2010, in connection with the Company’s ofacturing footprint consolidation, the Companysed the operations of Tianjin Watts
Valve Company Ltd. (TWVC) and relocated its mantideog to other facilities. On April 12, 2010, t@®mpany signed a definitive equity
transfer agreement with a third party to sell tlenpany’s equity ownership and remaining assets/@¥/T. The sale was finalized in the
fourth quarter of 2011. The Company received net@eds of approximately $6.1 million from the sahel recorded a receivable for the
remaining proceeds. The Company recognized areeig gain of $7.7 million and an after-tax gafrapproximately $11.4 million relating
mainly to the recognition of a cumulative tranglatadjustment and a tax benefit related to thersabef a tax claw back in China. During
the quarter ended September 30, 2012, the Companyded a charge of $1.6 million related to an stdjent to the gain on disposal of
TWVC.

The Company recorded a credit in restructuring@her charges, net related to the reduction ircdmingent liability for the anticipated
earnout payment in connection with the BRAE acgoisiof $1.0 million.

A summary of the pre-tax cost by restructuring paog is as follows:

Third Quarter Ended Nine Months Ended
September 30 October 2, September 30 October 2,
2012 2011 2012 2011
(in millions)

Restructuring cost:

2010 Actions $ 01 $ 01 ¢ 0z $ 2.8

2011 Actions — 0.7 0.€ 4.3

Other Actions 0.5 1.1 2.1 1.1
Total restructuring charges 0.€ 1.¢ 2.6 8.2
Adjustment to gain on sale of TWV 1.€ — 1.€ —
Adjustment related to contingent liability reductio (1.0 — (1.0 —
Total restructuring and other charges, net $ 1.2 $ 1€ $ 35 % 8.2

The Company recorded net pre-tax restructuringadner charges, net in its business segments asvill

Third Quarter Ended Nine Months Ended
September 30 October 2, September 30 October 2,
2012 2011 2012 2011
(in millions)
North America $ 0.9 $ 1.1 $ 03 $ 1.2
EMEA 0.4 0.€ 2.2 6.€
Asia 1.€ — 1.€ 0.2
Total $ 1.2 $ 1¢ 35 § 8.2
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2011 Actions

The following table summarizes the total expectecijrred and remaining pre-tax severance costh®2011 Socla integration program:

Total Expected Incurred through Remaining Costs at
Reportable Segmen Costs September 30, 201 September 30, 201,
(in millions)
EMEA $ 42 % 3t % 0.7
Asia 0.2 0.2 —
Total $ 44 $ 3.7 $ 0.7

The Company expects to spend the remaining costtsebgnd of 2012.

Details of the Company’s 2011 Socla integratioreress for severance for the nine months ended @éete30, 2012 are as follows:

Nine Months Ended
September, 201:

(in millions)
Balance at December 31, 20 $ 0.4
Net pre-tax restructuring charge 0.t
Utilization and foreign currency impa (0.9
Balance at April 1, 201 $ 0.€
Net pretax restructuring charge 0.1
Utilization and foreign currency impa (0.€)
Balance at July 1, 201 $ 0.1
Net pre-tax restructuring charges —
Utilization and foreign currency impact 0.1
Balance at September 30, 201 $ —

The following table summarizes expected, incurned @maining severance costs for 2011 Socla irtiegractions:

Incurred through
September 30, 201.

(in millions)

Expected cost $ 4.4

Costs incurre— 2011 (3.2

Costs incurre quarter ended April 1, 201 (0.5)

Costs incurre quarter ended July 1, 20. (0.7

Costs incurred— quarter ended September 30, 201 o

Remaining costs at September 30, 20: $ 0.7
6. Earnings per Share
The following tables set forth the reconciliatidintloe calculation of earnings per share:

For the Third Quarter Ended September 30, 201: For the Third Quarter Ended October 2, 2011
Income Shares Per Share Income Shares Per Share
(Numerator) (Denominator) Amount (Numerator) (Denominator) Amount
(amounts in millions, except per share amounts

Basic EPS
Net income:
Continuing operation $ 18.7 351 $ 0.5 $ 23.€ 374 % 0.6%
Discontinued operations — — 0.1 —
Net income $ 18.7 $ 0.5 $ 23.7 $ 0.6%
Effect of dilutive securitie
Common stock equivalents 0.1 0.1
Diluted EPS
Net income!
Continuing operation $ 18.7 $ 0.5 % 23.€ $ 0.62
Discontinued operations — — 0.1 —
Net income $ 18.7 352 $ 0.5 % 23.7 37c $ 0.6:
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Options to purchase 0.3 million and 0.8 million Esaof Class A Common Stock were outstanding dutieghird quarters of 2012 and 2011,
respectively, but were not included in the compateof diluted EPS because to do so would be ahtiree.

For the Nine Months Ended October 30, 201 For the Nine Months Ended October 2, 201
Income Shares Per Share Income Shares Per Share
(Numerator) (Denominator) Amount (Numerator) (Denominator) Amount
(amounts in millions, except per share amounts
Basic EPS
Net income:
Continuing operation $ 52.¢ 36.1 $ 1.4€ $ 47.€ 37 % 1.27
Discontinued operations — — 1.8 0.0t
Net income $ 52.¢ $ 1.4€ $ 49.4 $ 1.32
Effect of dilutive securitie
Common stock equivalents 0.2 0.2
Diluted EPS
Net income:
Continuing operation $ 52.¢ $ 14¢ $ 47.¢€ $ 1.2¢
Discontinued operations — — 1.8 0.0t
Net income $ 52.¢ 36.: $ 1.4€ ¢ 49. 377 $ 1.31

Options to purchase 0.3 million and 0.5 million Esaof Class A Common Stock were outstanding duhiedirst nine months of 2012 and
2011, respectively, but were not included in thepaotation of diluted EPS because to do so wouldrtiedilutive.

On May 16, 2012, the Board of Directors authoriaesiock repurchase program of up to two milliorreb®f the Company’s Class A
Common Stock. The stock repurchase program wagpledad in July 2012, as the Company repurchasedritiee 2.0 million shares of Cle
A common stock at a cost of approximately $65.8ioml

7. Segment Information

The Company operates in three geographic segniéoish America, EMEA, and Asia. Each of these segm&nmanaged separately and has
separate financial results that are reviewed byCthmpany’s chief operating decision-maker. All mtampany sales transactions have been
eliminated. Sales by region are based upon locatitine entity recording the sale. The accountialicpes for each segment are the same as
those described in the summary of significant anting policies.

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

Third Quarter Ended Nine Months Ended
September 30 October 2, September 30 October 2,
2012 2011 2012 2011
(in millions)
Net Sales
North America $ 207.2 $ 205.¢ $ 639.2 $ 619.7
EMEA 146.5 159.¢ 438.t 441.1
Asia 7.3 5.8 18.¢ 15.€
Consolidated net sales $ 3612 $ 370.6 $ 1,096.8 $ 1,076.
Operating income (los!
North America $ 25¢ % 314 $ 726 $ 84.¢
EMEA 15.1 14.€ 39.¢ 31.2
Asia 0.8 1.C 4.3 2.7
Subtotal reportable segments 41.¢ 47.C 117.C 118.:
Corporate (*) (8.7) (5.8) (23.9) (27.€)
Consolidated operating income 33.1 41.2 93.7 90.7
Interest incom 0.1 0.2 0.t 0.7
Interest expens (6.2 (6.5) (18.9) (29.0)
Other 0.€ 0.3 1.5 (0.4)
Income from continuing operations before income$ax $ 277 $ 352 $ 77.2 $ 71.C
Capital Expenditure
North America $ 58 $ 2C 3 10z $ 7.3
EMEA 2.8 2.3 7.5 8.€
Asia 0.5 0.1 1.1 0.t
Consolidated capital expenditures $ 9.2 $ 44 $ 18.¢ $ 16.4




Depreciation and Amortizatic
North America
EMEA
Asia
Consolidated depreciation and amortization

Identifiable Assets (at end of peric
North America
EMEA
Asia
Discontinued operations
Consolidated identifiable assets

Property, plant and equipment, net (at end of p&
North America
EMEA
Asia
Consolidated property, plant and equipment, net

15

$ 51 ¢ 4.7 15.1 14.:
6.4 o3 20.5 22

0.5 0.5 1.5 1.t

$ 12C $ 12.7 37.1 38.1
805.% 822.%

794.¢ 876.t

91.: 92.¢

— 1.4

1,691.( 1,792.¢

76.3 80.¢

127.2 140.¢

14.€ 15.2

218.1 237.(
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* Corporate expenses are primarily for administratioepensation expense, internal controls costéegsmnal fees, including legal and
audit expenses, shareholder services and bengfinadration costs. These costs are not allocatéde geographic segments as they
viewed as corporate functions that support alivis.

The above operating segments are presented orisacbasistent with the presentation included inGloenpany’s December 31, 2011
consolidated financial statements included in ihéal Report on Form 10-K.

The following includes U.S. net sales and U.S. priyp plant and equipment of the Company’s Northetica segment:

Third Quarter Ended Nine Months Ended
September 30 October 2, September 30 October 2,
2012 2011 2012 2011
(in millions)
U.S. net sale $ 184.¢ $ 185.1 $ 574t $ 560.¢
U.S. property, plant and equipment (at end of mBi $ 70.€ $ 76.C

The following includes intersegment sales for Na&ktherica, EMEA and Asia:

Third Quarter Ended Nine Months Ended
September 30 October 2, September 30 October 2,
2012 2011 2012 2011
(in millions)
Intersegment Sale
North America $ 1.2 % 0 % 3¢ $ 2.€
EMEA 3 2.2 7.S 6.4
Asia 35.¢ 29.1 102.: 97.C
Intersegment sales $ 405 3 322 $ 114.1  $ 106.(
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The North America segment includes $13.1 milliomgsets held for sale at September 30, 2012. Thiha Mmerica segment and the Asia
segment include $4.6 million and $6.4 million, resfively, in assets held for sale at October 2,1201

The Company sells its products into various endcketararound the world and groups net sales to gartdes into four product categories.
Because many of the Company’s sales are througfibdi®rs and third-party manufacturers’ represewves, a portion of the product
categorization is based on management’s undersigquadifinal product use and, as such, allocatiangetbeen made to align sales into a
product category. Net sales to third parties fierfour product categories are as follows:

Third Quarter Ended Nine Months Ended
September 30 October 2, September 30 October 2,
2012 2011 2012 2011
(in millions)
Net Sales
Residential & commercial flow contr $ 1922 % 200.F % 604.¢ $ 566.]
HVAC & gas 114.¢ 116.¢ 331.2 352k
Drains & water r-use 36.7 36.1 105.t 103.¢
Water quality 17.7 17.2 55.2 54.C
Consolidated net sales $ 361 $ 370.¢ % 1,096 $ 1,076.¢

8. Accumulated Other Comprehensive Income (LosS)

Accumulated other comprehensive income (loss) stssif the following:

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

Balance December 31, 2011 $ 56 $ (24.6) $ (29.0
Change in period 16.5 0.2 16.7
Balance April 1, 2012 $ 221 % (249 $ (2.3
Change in period (39.7) 0.1 (39.6
Balance July 1, 201: $ (17.6) $ 24.9) $ (41.9
Change in period 25.1 0.2 25.2
Balance September 30, 201 $ 75 $ (24.0) $ (16.€)
Balance December 31, 20 $ 24¢ % (25.2) $ (0.9
Change in period 34.C 0.€ 34.¢
Balance April 3, 2011 $ 58.¢ $ 249 $ 34.t
Change in period 14.7 0.€ 15.5
Balance July 3, 2011 $ 73€ $ (23.¢) $ 50.C
Change in period (40.7) 0.€ (39.9
Balance October 2, 2011 $ 33L § (22.¢) $ 10.7

Accumulated other comprehensive income (loss)énctinsolidated balance sheets as of Septembe®38,ahd October 2, 2011 consists
primarily of cumulative translation adjustments grshsion related net actuarial loss and prior sergosts.

9. Debt

The Company’s credit agreement (the Credit Agregjnprovides for a multi-currency $300.0 millioivé-year, senior unsecured revolving
credit facility which may be increased by an addiéil $150.0 million under certain circumstances sufgject to the terms of the Credit
Agreement. The Credit Agreement has a sublimitpofau$75.0 million in letters of credit. The Credigreement matures on June 18, 2015.

Borrowings outstanding under the Credit Agreemesairlinterest at a fluctuating rate per annum egu@) in the case of Eurocurrency rate
loans, the British Bankers’ Association LIBOR ratas an applicable percentage, ranging from 1.70@%30%, determined by reference to
the Company’s consolidated leverage ratio plughéncase of certain lenders, a mandatory costleddclin accordance with the terms of the
Credit Agreement, or (ii) in the case of base laéms and swing line loans, the highest of (a)#ueral funds rate plus 0.5%, (b) the rate of
interest in effect for such day as announced bykRBd\merica, N.A. as its “prime rate,” and (c) tBetish Bankers’ Association LIBOR rate
plus 1.0%, plus an applicable percentage, rangorg D.70% to 1.30%, determined by reference tahimpanys consolidated leverage ra
In addition to paying interest under the Credit égment, the Company is also required to pay cefigamin connection with the credit
facility, including, but not limited to, a facilitiee and letter
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of credit fees. Under the Credit Agreement, the @any is required to satisfy and maintain specifiedncial ratios and other financial
condition tests. The Company may repay loans audistg under the Credit Agreement from time to timignout premium or penalty, other
than customary breakage costs, if any, and sutmjebe terms of the Credit Agreement. As of Sepn3, 2012, the Company was in
compliance with all covenants related to the Créditeement and had $265.4 million of unused andlable credit under the Credit
Agreement and $34.6 million of stand-by lettersmfdit outstanding on the Credit Agreement. The gamy did not have any borrowings
outstanding under the Credit Agreement at Septe@me2012.

The Company is a party to several note agreemerftgther detailed in Note 10 of Notes to Consd#daFinancial Statements of the Annual
Report on Form 1@ for the year ended December 31, 2011. Theseagtements require the Company to maintain a ftkedge coverac
ratio of consolidated EBITDA plus consolidated rerpense during the period to consolidated fixeatghs. Consolidated fixed charges are
the sum of consolidated interest expense for thiegp@and consolidated rent expense. As of Septee2012, the Company was in
compliance with all covenants regarding these agteements. The note agreements include $75.@mdf unsecured senior notes matu
on May 15, 2013 which have been included in theerurportion of long-term debt in the Company’sanale sheet.

10. Contingencies and Environmental Remediation

As disclosed in Part I, Item 1, “Product Liabiliggnvironmental and Other Litigation Matters” of tiempany’s Annual Report on Form KO-
for the year ended December 31, 2011, the Compasyparty to certain litigation. There have beemaderial developments with respect to
the Company’s contingencies and environmental réatied proceedings during the nine months endedeBaper 30, 2012 except as noted
below.

On March 8, 2012, Watts Water Technologies, Inatté/Regulator Co., and Watts Plumbing Technolodies were named as defendants in
a putative nationwide class action complaint fitedhe U.S. District Court for the Northern Distrf California seeking to recover damages
and other relief based on the alleged failure iétconnectors. The complaint seeks among otkerd, damages in an unspecified amount,
replacement costs, injunctive relief, and attorhéges and costs.

The Company is unable to estimate a range of redabppossible loss for the above matter in whicimadges have not been specified bece
(i) the proceedings are in the early stages;H@ye is uncertainty as to the likelihood of a clsimg certified or the ultimate size of the class;
(iii) there is uncertainty as to pending motiorig) there are significant factual issues to be Ine=aty and (v) there are novel legal issues
presented. However, based on information currdattywn to the Company, it does not believe thaseharoceedings will have a material
effect on its financial position, results of op@as, cash flows or liquidity.

11. Defined Benefit Plans

The Company sponsors funded and unfunded non-batitrg defined benefit pension plans that togetioeer substantially all of its U.S.
employees. Benefits are based primarily on yeasepfice and employees’ compensation. The fundaligypoof the Company for these plans
is to contribute an annual amount that does na¢exkt¢he maximum amount that can be deducted ferdéthcome tax purposes.

On October 31, 2011, the CompamBoard of Directors voted to cease accruals oitiaddl benefits effective December 31, 2011 uriuteth
the Company'’s Pension Plan and Supplemental EmpsoRRetirement Plan. In 2011, the Company recoadadtailment charge of
approximately $1.5 million to write-off previoustinrecognized prior service costs and reduced thieged benefit obligation by $12.5
million.

The components of net periodic benefit cost afelésns:

Third Quarter Ended Nine Months Ended
September 30 October 2, September 30 October 2,
2012 2011 2012 2011
(in millions)
Service co—Dbenefits earned and administrative c« $ 02 $ 1.2 $ 0 $ 3.6
Interest costs on benefits obligati 1.4 1t 4.2 4.t
Expected return on asst (1.7) (1.8 (5.2 (5.9
Prior service costs and net actuarial loss amditiza 0.1 0.6 0.4 2.4
Net periodic benefit cos $ — § 1€ $ — $ 54

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

Nine Months Ended
September 30 October 2,
2012 2011
(in millions)

Employer contribution $ 0.6 $ 7.7

The Company expects to contribute approximatel? $dillion to its pension plans for the remainde261.2.
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12. Business Acquisitions

On April 29, 2011, the Company completed the adtioisof Socla and the related water controls besaof certain other entities controlled
by Danfoss A/S, in a share and asset purchaseatémis. The final consideration paid was EUR 116ilion. The purchase price was
financed with cash on hand and euro-based borr@ainger our Credit Agreement. The purchase praeequal to approximately $172.4
million based on the exchange rate of Euro to ddHars as of April 29, 2011.

The Company accounted for the transaction as aéssicombination. The Company completed a purgiraseallocation that resulted in
the recognition of $79.7 million in goodwill and %8 million in intangible assets. Intangible asseinsist primarily of customer relationst
with estimated lives of 10 years and trade namés either 20-year lives or indefinite lives. Theoglwill is attributable to the workforce of
Socla and the synergies that are expected toasiaaesult of the acquisition. The goodwill i$ expected to be deductible for tax purposes.

Supplemental pro-forma information

Had the Company completed the acquisition of Sattae beginning of 2011, net sales, net incomm ftontinuing operations and earnings
per share would have been as follows:

Nine Months Ended

Amounts in millions (except per share information) October 2, 2011
Net sales $ 1,123.¢
Net income from continuing operatio $ 53.¢
Net income per shar

Basic EPS- continuing operation $ 1.4%
Diluted EPS- continuing operation $ 1.45

Net income from continuing operations for the nimenths ended October 2, 2011, was adjusted todac®@.7 million of net interest exper
related to the financing and $0.8 million of netatization expense resulting from the estimatedlcaliion of purchase price to amortizable
tangible and intangible assets. Net income fonthe months ended October 2, 2011, was also adjustexclude $4.7 million, of net
acquisition-related charges and third-party costs.

On January 31, 2012, the Company completed thesitign of tekmar Control Systems (tekmar) in arshurchase transaction. A designer
and manufacturer of control systems used in heatigtilation, and air conditioning applicationktear is expected to enhance the
Company'’s hydronic systems product offerings inth8. and Canada. The initial purchase price paisl CAD $18.0 million, with an earn-
out based on future earnings levels being achieWéd. initial purchase price paid was equal to appnately $17.8 million based on the
exchange rate of Canadian dollar to U.S. dollarsfdanuary 31, 2012. The total purchase prickneil exceed CAD $26.2 million. Sales
tekmar in 2011 approximated $11.0 million. Theutesof tekmar are included in the Companilorth America segment since the acquis
date and are not material to the Company’s coragdifinancial statements. See Note 2 for additimformation on purchase price
allocations.

13. Subsequent Event

Dividend Declarec

On October 29, 2012, the Company declared a qladizidend of eleven cents ($0.11) per share aheritstanding share of Class A
Common Stock and Class B Common Stock payable areber 30, 2012 to stockholders of record at theecbf business on November
2012.

Appointment of new Chief Financial Offic

On October 29, 2012, the Company announced that Bekreeman has been appointed Executive Vicéderasand Chief Financial Officer
of the Company, effective as of November 12, 2012.
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Item 2. Managements Discussion And Analysis Of Financial Condition Ad Results Of Operations

Overview

The following discussion and analysis are proviteihcrease understanding of, and should be readrijunction with, the accompanying
unaudited consolidated financial statements anelsnoln this quarterly report on Form 10-Q, refesmto “the Company,” “Watts,” “we,”
“us” or “our” refers to Watts Water Technologies¢l and its consolidated subsidiaries.

We operate on a 52-week fiscal year ending on Dbee®l. Any quarterly or nine-month data contaiimettis Quarterly Report on Form
10-Q generally reflects the results of operatiasaf 13-week or 39-week period, respectively.

We are a leading supplier of products for use envtlater quality, water safety, water flow controtlavater conservation markets in both
North America and EMEA (Europe, Middle East andiéd), with a growing presence in Asia. For over ¥8@rs, we have designed ¢
manufactured products that promote comfort andygafepeople and the quality and conservation aiewased in commercial and residential
applications. We earn revenue and income almogstigi¥ely from the sale of our products. Our priraiproduct lines are:

* Residential & commercial flow control products —elmdes products typically sold into plumbing and Wwater applications
such as backflow preventers, water pressure regaldemperature and pressure relief valves, agninthstatic mixing valves.

HVAC & gas products — includes hydronic and elechéating systems for under-floor radiant applarai hydronic pump
groups for boiler manufacturers and alternativeg@neontrol packages, and flexible stainless steehectors for natural and
liquid propane gas in commercial food service asidential applications. HVAC is an acronym foatieg, ventilation and air
conditioning.

« Drains & water re-use products — includes drainagelucts and engineered rain water harvestingisakifor commercial,
industrial, marine and residential applications.

»  Water quality products — includes point-of-use aoiht-of-entry water filtration, conditioning and scale peation systems fc
both commercial and residential applications.

Our business is reported in three geographic setgmidorth America, EMEA and Asia. We distribute quoducts through three primary
distribution channels: wholesale, do-it-yourselfYPand original equipment manufacturers (OEMsjetast rates, the unemployment rate
and credit availability have an indirect effecttbe demand for our products due to the effect satds have on the number of new residential
and commercial construction starts and remodelingepts. All of these activities have an impactoom levels of sales and earnings. An
additional factor that has had an effect on oursahd operating income is fluctuation in foreigrrency exchange rates, as approximately
47% of our sales in the nine months ended SepteBthé2012, and certain portions of our costs, assed liabilities are denominated in
currencies other than the U.S. dollar.

During the third quarter of 2012, sales decrea$e@ illion primarily from the depreciation of tleeiro against the dollar of $18.0 million
offset by organic sales increases of $5.8 millind acquired sales of $2.6 million resulting fromr aoquisition of tekmar. Organic sales
increased by 1.6% compared to last year's compaidaiod, primarily from increased sales in the BMBEM and wholesale markets.
Organic sales in the third quarter of 2012 incrdaseEMEA by $5.0 million, or 3.1%, increased inia®y $1.3 million, or 22.0%, and
decreased over the third quarter of 2011 in NortieAca by $0.5 million, or 0.2%. Organic salesvgtoexcludes the impacts of acquisitic
divestitures and foreign exchange from year-over-gemparisonsWe believe this provides investors with a more cletgpunderstanding
underlying sales trends by providing sales growtla@onsistent basis. Gross margins decreasée ithitd quarter of 2012 as compared to
2011 by 0.5 percentage points, driven principajhhligher non-commaodity costs and the continued easign of our U.S. manufacturing
facilities to lead-free production, which causeeffitiencies from pre-production costs and produdsourcing. Our transition to lead-free
products is in response to the feddaluction of Lead in Drinking Water Aathich requires the weighted average lead contetiteoivetted
surfaces of pipes, plumbing fittings and plumbiigures used in potable water applications to lokeiced to no greater than 0.25% by Jan
2014. Commodity costs trended down during the gna®perating income of $33.1 million decreased ®y % in the third quarter of 2012
as compared to the third quarter of 2011, driveinbyeased impairment charges, incremental SG&Ascasd a decrease in gross margin as
previously discussed. Foreign exchange movemeimsyply related to a weakening of the euro agaihetU.S. dollar negatively affected
operating earnings by $1.9 million, when comparethe same period of 2011.

We believe that the factors relating to our futgrewth include the demand for clean water arourdatbrld, regulatory requirements relating
to the quality and conservation of water, continaatbrcement of plumbing and building codes, odilitgtio grow organically in select
attractive market segments and geographic regibasuccessful completion of selective acquisititmagh in our core markets as well as in
new complementary markets, and a healthy econonvicanment, that fosters residential and
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commercial construction. Our acquisition stratéapuses on businesses that manufacture preferagdl Imame products that address our
themes of water quality, water conservation, wasdety, water flow control, HVAC and related compéntary markets. We target busine:
that will provide us with one or more of the follomg: an entry into new markets, an increase infspace with existing customers, a new or
improved technology or an expansion of the breaflthur water quality, water conservation, wateesafind water flow control and HVAC
products for the residential and commercial comsiton markets.

We have completed 36 acquisitions since divestingralustrial and oil and gas business in 1999.J@wary 31, 2012, we completed the
acquisition of tekmar Control Systems (tekmar) Bhare purchase transaction. A designer and metaoéa of control systems used in
heating, ventilation, and air conditioning applioas, tekmar is expected to enhance our hydrorstesys product offerings in the U.S. and
Canada. The initial purchase price paid was CAB.@mnillion, with an earn-out based on the achiexenof certain future earnings levels.
The initial purchase price paid was equal to apipnately $17.8 million based on the exchange rat@afadian dollar to U.S. dollars as of
January 31, 2012. The total purchase price willaxaeed CAD $26.2 million. Sales for tekmar irl2@vere approximately $11.0 million.
On April 29, 2011, we completed the acquisitiorbainfoss Socla S.A.S. (Socla) and the related veatatrols business of certain other
entities controlled by Danfoss A/S, in a share asgkt purchase transaction. The net purchasegiritidR 116.3 million was financed with
cash on hand and euro-based borrowings under edit@xgreement. The net purchase price was apmately $172.4 million based on the
exchange rate of Euro to U.S. dollars as of A@il2011. Socla is a manufacturer of water pratectialves and flow control solutions for-
water market and the heating, ventilation and @iditioning market. Its major product lines incudackflow preventers, check valves and
pressure reducing valves. Socla is based in Framckits products are distributed worldwide fomooercial, residential, municipal and
industrial use. Socla’annual revenue for 2010 was approximately $1801®n. Socla expands our residential and comnadq@umbing ant
flow control product lines in EMEA and also addsoter HVAC product line.

Products representing a majority of our sales algest to regulatory standards and code enforcemédrith typically require that these
products meet stringent performance criteria. Tiogretvith our commissioned manufacturers’ represiems, we have consistently advocated
for the development and enforcement of such plumbodes. We are focused on maintaining stringealitgycontrol and testing procedures
at each of our manufacturing facilities in ordentanufacture products in compliance with code nesménts and take advantage of the
resulting demand for compliant products. We belitnat the product development, product testing logipaand investment in plant and
equipment needed to manufacture products in cong®iavith code requirements, represent a competiivantage for us.

Historically, we have faced a risk relating to aility to respond to raw material cost fluctuasolVe manage this risk by monitoring related
market prices, working with our suppliers to aclei¢lre maximum level of stability in their costs arthted pricing, seeking alternative
supply sources when necessary, purchasing forwarunitments for raw materials, when available, impdating cost reduction programs
and passing increases in costs to our customég iform of price increases.

Another risk we face in all areas of our businessoimpetition. We consider brand preference, eeging specifications, code requirements,
price, technological expertise, delivery times,lfjuand breadth of product offerings to be thenary competitive factors. We believe that
product development, product testing capabilitgdoith of product offerings and investment in pkmd equipment needed to manufacture
products in compliance with code requirements regrea competitive advantage for us. We expeqi¢ads an aggregate of between $27
million and $30 million during 2012 for purchasdsapital equipment, depending on the timing of comtinuing conversion of our
manufacturing facilities to lead free productioie expect to incur a higher level of capital expmds in 2013 as we complete our lead free
production conversion.

Recent Events

Dividend Declarec

On October 29, 2012, the Company declared a qhadizidend of eleven cents ($0.11) per share ameaitstanding share of Class A
Common Stock and Class B Common Stock payable aemdber 30, 2012 to stockholders of record at theecbf business on November
2012.

Appointment of new Chief Financial Offic

On October 29, 2012, we announced that Dean Prfamedas been appointed Executive Vice PresidenCaref Financial Officer, effective
as of November 12, 2012.
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Results of Operations
Third Quarter Ended September 30, 2012 Compared tdhird Quarter Ended October 2, 2011

Net Sales Our business is reported in three geographic satsnNorth America, EMEA and Asia. Our net salesach of these segments
for each of the third quarters of 2012 and 201 levesr follows:

Third Quarter Ended Third Quarter Ended % Change to
September 30, 2012 October 2, 2011 Consolidated
Net Sales % Sales Net Sales % Sales Change Net Sales
(dollars in millions)
North America $ 207.¢ 57.4% $ 205.¢ 55.% $ 1.8 0.5%
EMEA 146. 40.€ 159.: 43.C (12.9) (3.5
Asia 7.3 2.0 5.6 1.€ 1.4 0.4
Total $ 361. 100.% $ 370.¢ 100.% $ (9.6) (2.6)%

The change in net sales was attributable to thevioig:

Change Change
As a % of Consolidated Net Sale As a % of Segment Net Sale
North North North
America EMEA Asia Total America EMEA Asia Total America EMEA Asia
(dollars in millions)
Organic $ (@05 $ 5C $ 13 8 5.8 (0.1)% 1.2% 0.4% 1.€% (0.29% 3.1% 22.(%
Foreign exchang 0.3 (17.¢) 0.1 (18.0) 0.7 (4.9 — 4.9 0.2 (11.7) 1.7
Acquired 2.€ — — 2.€ 0.7 — — 0.7 g — —
Total $ 18 $ (129 $ 1.4 $ (9.9 0.5% (3.5% 0.4% (2.6)% 0.9% (8.0% 23.7%

Organic net sales in the North America wholesalekatadecreased by $2.2 million, or 1.3%, in thedhjuarter of 2012, compared to the t
quarter of 2011, mainly from decreased sales ileesal and commercial products. Organic salessiased in the North American DIY
market by $1.7 million, or 4.4%, in the third quearof 2012 compared to the third quarter of 20%Iresidential and commercial products and
water quality product sales increased.

Organic net sales into the EMEA OEM market increesgproximately $4.7 million, or 6.3%, as compaiethe third quarter of 2011 due to
stronger sales in under floor heating and in oaimdrproduct lines primarily related to our geodjiagxpansion into the Middle East.
Organic net sales in the EMEA wholesale marketgased by $1.2 million, or 1.5%, in the third quaadge2012 as compared to the same
period in 2011 primarily due to our increased stdelSsastern Europe offset by lower sales in Italgt ERrance.

The net decrease in sales due to foreign exchaageuimarily due to the depreciation of the euraiagt the U.S. dollar. We cannot predict
whether the euro will appreciate or depreciatersgjdahe U.S. dollar in future periods or whetheaufe foreign exchange rate fluctuations will
have a positive or negative impact on our net sales

Acquired net sales growth in North America was thuthe inclusion of tekmar.

Gross Profit.Gross profit and gross profit as a percent of aktss(gross margin) for the third quarters of 28ad 2011 were as follows:

Third Quarter Ended

September 30 October 2,
2012 2011
(dollars in millions)
Gross profit $ 130.2 $ 135.7
Gross margir 36.1% 36.6%

Gross margin decreased 0.5 percentage points ihitldequarter of 2012 compared to the third quasfe2011. North America’s gross
margin declined compared to third quarter of 204 th product mix, higher non-commodity costs, pretproduction and outsourcing costs
caused by certain plants transitioning productmtead-free products. EMEA'’s gross margin increadsel primarily to the inclusion of $1.8
million of Socla acquisition related costs in thed quarter of 2011. Adjusting for those costs|EA’s gross margin declined slightly in
2012 due to lower overhead absorption.
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Selling, General and Administrative Expense&elling, General and Administrative, or SG&A, erpes for the third quarter of 2012
increased $0.9 million, or 1.0%, compared to thethuarter of 2011. The increase in SG&A expengas attributable to the following:

(in millions) % Change
Organic $ 3.7 4.C%
Foreign exchang (4.7 (4.9
Acquired 1.2 1.4
Total $ 0.c 1.C%

The organic increase in SG&A expenses was primdrily to higher selling costs in Europe of $2.0ionill higher insurance costs of $0.8
million primarily related to product liability insance, increased IT costs of $0.7 million relatachprily to an ERP implementation in
Europe, retention costs related to our retiring GF®0.8 million, and higher corporate professioseivice costs of $1.1 million offset by a
decrease in pension expense of $1.1 million reltexlir decision to freeze the defined benefit enplan in the U.S. effective December
31, 2011. The decrease in SG&A expenses fromgorekchange was primarily due to the depreciatidheeuro against the U.S. dollar in
2012. Acquired SG&A costs were related to the tekatguisition. Total SG&A expenses, as a percentdgales, were 25.9% in the third
quarter of 2012 and 25.0% in the third quarter@fR

Restructuring and Other Charges, N In the third quarter of 2012, we incurred a ne2$tillion in expense resulting from a $1.6 million
charge related to an adjustment made to the gadtisposal of TWVC. In addition, we incurred invotary terminations and other costs
incurred as part of our Europe and North Americdrueturing plans, offset by the reduction of tkperted BRAE contingent earnout liabi
of $1.0 million, as compared to $1.9 million oftresturing charges for the third quarter of 20Fhr a more detailed description of our
current restructuring plans, see Note 5 of Notgddosolidated Financial Statements.

Goodwill and Other Long-Lived Asset Impairment Qe In 2012, we recorded asset impairment charg&2 df million primarily related
to goodwill impairment at BRAE of $1.0 million ai$d..4 million of impairment charges related to derssets held for sale. The goodwill
impairment was based on historical results beingvbeur expectations and a resulting reductiorhméxpected future cash flows to be
generated.

Operating Income. Operating income (loss) by geographic segmenti@third quarters of 2012 and 2011 were as fatow

% Change to
Third Quarter Ended Consolidated
September 30 October 2, Operating
2012 2011 Change Income
(dollars in millions)
North America $ 25¢ % 312 $ (5.5 (13.9)%
EMEA 15.1 14.¢ 0.t 1.2
Asia 0.8 1.C (0.2) (0.5)
Corporate (8.7) (5.9 (2.9 (7.0)
Total $ 331 $ 412 $ (8.1) (19.9)%
The increase (decrease) in operating income (Issgjributable to the following:
Change Change
As a % of Consolidated Operating Income As a % of Segment Operating Income
North North North
America EMEA Asia Corp. Total America EMEA Asia corp. Total America EMEA Asia corp.
(dollars in millions)
Organic $ IS 1ES$ 143 (9% (50 (12.9% 4.0% 3.0% (7.0% (12.9% (16.9% 12.9%  140.% 50.0%
Foreign exchang — 1.9 — — 1.9) — (4.€) — — (4.6 — (13.0 — —
Acquired 0.5 — — — 03 1.2 — — — 1.2 1.€ — — —
Restructuring, impairment charges
and othel (0.7) 0.€ (1.6) — 1.7 1.7 1.4 (3.9 — (4.9) (2.9) 4.1 (160.0) —
Total $ 5HS$ O0ES$ (093% (9% (8 (13.9% 1.2% (0.5% 7.0% (19.9)% A7.5% 3.4% (20.0% 50.(%

The decrease in consolidated operating income wagdmarily to a decrease in gross margin, areae in impairment charges, and
incremental SG&A costs as previously discussede ddcrease in North America’s organic operatingnme was driven by lower gross
margin, offset partially by lower SG&A costs. TEMEA operating income increase was due to lowenaaipn-related costs in the third
quarter of 2012 as compared to the same periogéast The acquired operating income was relatede tekmar acquisition.

Interest Expens¢ Interest expense decreased $0.4 million, or 6f@#4he third quarter of 2012 as compared to kel tquarter of 2011,
primarily from a reduction in outstanding debt uge@011 for the acquisition of Socla.

Other, net. Other, net increased $0.3 million for the thitcager of 2012 as compared to the third quart@04fL, primarily due to a
reduction in foreign currency transaction losses.
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Income Taxes Our effective rate for continuing operations @ased to 32.5% in the third quarter of 2012, fré®% for the third quarter
2011. The decrease was mainly due to the mix ofdwmide earnings, with a higher percentage of eaysibeing generated in 2012 in Europe
and China, than in 2011.

Net Income Net income from continuing operations for thedquarter of 2012 was $18.7 million, or $0.53 p@mmon share, compared to
$23.6 million, or $0.63 per common share, for thiedtquarter of 2011. Results for the third quade2012 include an afteax charge of $2.
million, or $0.08 per common share, for restruetgrand other charges and goodwill and other lonedliasset impairment charges, compared
to $1.2 million, or $0.03 per common share, forttiied quarter of 2011. The depreciation of theoeamd Canadian dollar against the U.S.
dollar resulted in a negative impact on our operetiof $0.04 per common share for the third quaft@012 when compared to the same
period in 2011. Further, the effects of the stamburchase programs undertaken during the secamteqof 2012 and third quarter of 2011
positively affected earnings per share by $0.0&mtomparing third quarter results for 2012 andl201

Nine Months Ended September 30, 2012 Compared to M Months Ended October 2, 2011

Net Sales Our business is reported in three geographic satgnNorth America, EMEA and Asia. Our net safesach of these segments
for each of the first nine months of 2012 and 2@&te as follows:

Nine Months Ended Nine Months Ended % Change to
September 30, 201. October 2, 2011 Consolidated
Net Sales % Sales Net Sales % Sales Change Net Sales
(dollars in millions)
North America $ 639.2 58.5% $ 619.7 57.€% $ 19.5 1.8%
EMEA 438t 40.C 441.1 41.C (2.6) (0.2)
Asia 18.¢ 1.7 15.€ 1.4 3.2 0.2
Total $  1,096. 100.09% $  1,076.c 100.(% $ 20.1 1.5%

The change in net sales was attributable to tHeviolg:

Change Change
As a % of Consolidated Net Sales As a % of Segment Net Sales
North North North
America EMEA Asia Total America EMEA Asia Total America EMEA Asia
(dollars in millions)
Organic $ 10& $ (B4 $ 2C % 74 1.C% (0.5% 0.2% 0.7% 1.7% 1.2% 12.&%
Foreign exchang (1.5) (38.9) 0.t (39.9) (0.7 (3.5 — (3.6) (0.2 (8.7) 3.2
Acquired 10.2 41.1 0.7 52.C 0.€ 3.8 0.1 4.8 1.€ 9.2 4.5
Total $ 198 $ (26 $ 32 $ 204 1.£% (0.2% 0.2% 1.6% 3.1% (0.6)% 20.5%

Organic net sales in the North America wholesaleketancreased by $3.3 million, or 0.7%, in thetfinine months of 2012, compared to the
first nine months of 2011, primarily from increassales of approximately $1.6 million in residentiad commercial products and increased
HVAC and gas products sales of approximately $lilBom Organic sales increased in the North ArcaDIY market by $7.5 million, or
6.1%, in the first nine months of 2012 compareth&ofirst nine months of 2011, as residential am@mercial products and water quality
products sales increased by $5.8 million and $illilom respectively.

EMEA organic net sales in the wholesale marketetead by approximately $0.6 million, or 0.3%, ie finst nine months of 2012, as
compared to the same period in 2011. Declinepamearily attributable to softer sales in Italy €t by sales gains in hydronic under floor
heating packages. Organic net sales into the ORlkeh were down approximately $2.8 million, or 1,3% compared to the first nine
months of 2011. Sales gains in our drains prodneslwere offset by reduced sales of certain puomprals and pre-insulated piping products
due in part to weather related issues and lowes setivity in Italy and France. Organic net safgs the DIY market declined $2.0 million,
or 11.0%, due primarily to lower sales in France.

The net decrease in sales due to foreign exchaageuimarily due to the depreciation of the euraiagt the U.S. dollar. We cannot predict
whether the euro will appreciate or depreciateradhe U.S. dollar in future periods or whethaufa foreign exchange rate fluctuations will
have a positive or negative impact on our net sales

Acquired net sales growth in North America was ttuthe inclusion of Socla and tekmar, and acquireidsales growth in EMEA and Asia
was due to the inclusion of Socla.

Gross Profit.Gross profit and gross profit as a percent of aktss(gross margin) for the first nine months af2@nd 2011 were as follows:

Nine Months Ended

September 30 October 2,
2012 2011
(dollars in millions)
Gross profit $ 3916 $ 387.(
Gross margir 35.7% 36.(%
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Gross margins decreased 0.3 percentage pointe firéhnine months of 2012 as compared to thé firee months of 2011. North America’s
gross margin declined due to cost increases forcoommodity purchases as well as pre-productionaartsiourcing costs caused by certain
plants transitioning production to lead-free praducThat decline was offset by an increase ingnoargins in EMEA related to acquisition
related charges incurred in 2011 for the Soclaia@tepn that did not recur in 2012.

Selling, General and Administrative Expense®elling, General and Administrative, or SG&A, erges for the first nine months of 2012
increased $3.6 million, or 1.3%, compared to th& fiine months of 2011. The increase in SG&A asps was attributable to the following:

(in millions) % Change
Organic $ (3.9 (1.1)%
Foreign exchang (9.7) 3.2
Acquired 15.¢ 5.€
Total $ 3.€ 1.2%

The organic decrease in SG&A expenses was primaduigyto: (i) separation costs for our former Clagécutive Officer incurred in 2011 of
$6.3 million; (ii) the impact of selected headcoreductions; (iii) reduced net retirement costsiitesy from our decision to freeze the defii
benefit pension plan in the U.S. effective Decen8ier2011; and (iv) reduced depreciation and amatitn in 2012 related primarily to
impairment charges taken in 2011 for certain lamgd assets of a European subsidiary, offset bycequpately $3.4 million in higher costs
primarily related to product liability and $0.8 tioh of retention costs related to our retiring CH®e decrease in SG&A expenses from
foreign exchange was primarily due to the depremsiadf the euro against the U.S. dollar in 2012qéiced SG&A costs were related to the
Socla and tekmar acquisitions. Total SG&A expenass percentage of sales, were 26.6% in thenfinstmonths of 2012 compared to
26.7% in the first nine months of 2011.

Restructuring and Other Charges, N In the first nine months of 2012, we incurred 8$&5 million of expense related in part to the
involuntary terminations and other costs incurregart of our Europe and North America restructyptans and a $1.6 million charge rele
to an adjustment made to the gain on disposal o¥TWbffset by the reduction of the expected BRABtoment earnout liability of $1.0
million, as compared to $8.2 million of restruchgicharges for the first nine months of 2011. &arore detailed description of our current
restructuring plans, see Note 5 of Notes to Codatdd Financial Statements.

Goodwill and Other Long-Lived Asset Impairment QJes. In 2012, we recorded asset impairment charg&8.6 million primarily related
to goodwill impairment at BRAE of $1.0 million ai$d.4 million of impairment charges related to dertssets held for sale. The goodwill
impairment was based on historical results beingvbeur expectations and a resulting reductiorhméxpected future cash flows to be
generated.

Operating Income. Operating income (loss) by geographic segmernth#first nine months of 2012 and 2011 were devid:

% Change to
Nine Months Ended Consolidated
September 30 October 2, Operating
2012 2011 Change Income
(dollars in millions)
North America $ 72¢6 % 84.. $ (11.¢) (12.9%
EMEA 39.€ 31.2 8.7 9.€
Asia 4.3 2.7 1.€ 1.8
Corporate (23.9) (27.6) 4.3 4.7
Total $ 937 $ 90.7 $ 3.C 3.2%
The increase (decrease) in operating income (Issgjributable to the following:
Change Change
As a % of Consolidated Operating Income As a % of Segment Operating Income
North North North
America EMEA Asia Corp. Total America EMEA Asia Corp. Total America EMEA Asia Corp.
(dollars in millions)
Organic $ (102 $ 41 $ 2¢ $ 4: $ 1.1 (11.7)% 4.5% 3.2% 4.7% 0.7%  (12.6% 13.0%  107.% (15.6%
Foreign exchang 0.2 (3.9 0.1 — (3.9 0.2 (4.2 0.1 — 4.9 (0.2 (12.9) 3.7 —
Acquired 0.3 815 — — 3.8 0.€ 3.¢ — — 4.7 0. 11.2 — —
Restructuring, impairment charges
and othel (1.5) 4. (1.4) — 2.C (1.7) 5.4 (1.5) — 2.2 (1.7) 15.7 (51.5) —
Total $ (116 $ 87 $ 1€ $ 45 $ 3.C (12.9% 9.6% 1.6% 4.7% 3.3%  (13.9)% 27.% 59.5% (15.60%

The increase in consolidated operating incomearfitst nine months of 2012 was due in part totar@duction in SG&A expenses at the
Corporate level related to our former CEQ’s sepamatosts incurred in 2011 as previously discussete reduction in North America
organic operating income was driven by lower grassgin and increased product liability costs. Troeease in
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EMEA operating income was due to an improvemegrass margin primarily from lower acquisition r@dtcosts in the first nine months of
2012 as compared to the same period last year.adduared operating income related to Socla anchéekAdditionally, restructuring costs
decreased primarily due to fewer charges relatedstoucturing programs in Europe.

Interest Expenst Interest expense decreased $0.7 million, or 3f@#éhe first nine months of 2012 as comparedfirst nine months of
2011, primarily due to the interest on additionairbwings in 2011 under our revolving line of ctddicurred in connection with the
acquisition of Socla.

Other, net. Other, net increased $1.9 million for the firsteamonths of 2012 as compared to the first ninathmof 2011, primarily due to a
reduction in foreign currency transaction losses thie settlement of a customs matter in Chinawlaatless than our reserve amount.

Income Taxes Our effective tax rate for continuing operatialesreased to 31.6% for the nine months ended Sbpte?0, 2012 from 33.9'
for the nine months October 2, 2011. The hightr im2011 was largely due to non-deductible adtioiscosts of $1.1 million associated
with the Socla acquisition in Europe.

Net Income Net income from continuing operations for thetfinine months of 2012 was $52.9 million, or $1p46 common share,
compared to $47.6 million, or $1.26 per common ehir the first nine months of 2011. Results fa first nine months of 2012 include
after-tax charges of $4.8 million, or $0.13 per coom share, for restructuring and other chargesggandwill and other long-lived asset
impairment charges compared to $5.6 million, od$Ger common share, for the first nine months0dfi2 The depreciation of the euro and
Canadian dollar against the U.S. dollar resultea megative impact on our operations of $0.08 perrmon share for the first nine months of
2012 compared to the comparable period in 2011.

Liquidity and Capital Resources

We generated $73.7 million of cash from operaticiivdies in the first nine months of 2012 as comgobto $56.5 million in the first nine
months of 2011. This increase is primarily duedtidr operating results and improved cash gener&ion working capital.

We used $33.2 million of net cash for investing\diiés for the first nine months of 2012, includi$17.5 million for the acquisition of
tekmar and $18.8 million of cash for capital equgmi For the remainder of fiscal year 2012, weeekpo invest between $8 million and $11
million in capital equipment as part of our ongotc@mmitment to improve our operating capabilitiesjuding the addition of our new lead
free manufacturing facility.

We used $83.2 million of net cash for financing\aties for the first nine months of 2012, primarfbr our stock repurchase program,
repayment of our line of credit and dividend paytsenffset by proceeds from additional debt issearand from employee share
transactions.

Our credit agreement (the Credit Agreement) pravide a multi-currency $300.0 million, five-yeagrsor unsecured revolving credit facility
which may be increased by an additional $150.0anilinder certain circumstances and subject toettmes of the Credit Agreement. The
Credit Agreement has a sublimit of up to $75.0ionillin letters of credit. The Credit Agreement rmaguon June 18, 2015.

Borrowings outstanding under the Credit Agreemesairlinterest at a fluctuating rate per annum egu@) in the case of Eurocurrency rate
loans, the British Bankers’ Association LIBOR ratas an applicable percentage, ranging from 1.70@%30%, determined by reference to
our consolidated leverage ratio plus, in the cdsedain lenders, a mandatory cost calculatedaoalance with the terms of the Credit
Agreement, or (ii) in the case of base rate loamtssaving line loans, the highest of (a) the fed&radls rate plus 0.5%, (b) the rate of interest
in effect for such day as announced by Bank of AcagN.A. as its “prime rate,” and (c) the BritiBlankers’ Association LIBOR rate plus
1.0%, plus an applicable percentage, ranging fraf@% to 1.30%, determined by reference to our didesed leverage ratio. In addition to
paying interest under the Credit Agreement, weatse required to pay certain fees in connectioh #ie credit facility, including, but not
limited to, a facility fee and letter of credit fedJnder the Credit Agreement, we are require@tisfy and maintain specified financial ratios
and other financial condition tests. We may remeans outstanding under the Credit Agreement froma to time without premium or pena
other than customary breakage costs, if any, abgstto the terms of the Credit Agreement. ASeptember 30, 2012, we had $34.6 mil
of stand-by letters of credit outstanding underGnedit Agreement. As of September 30, 2012, weevwrecompliance with all covenants
related to the Credit Agreement and had $265.4anitbf unused and available credit under the Crédieement.

Working capital (defined as current assets lessentitiabilities) as of September 30, 2012 was $828llion compared to $521.9 million as
of December 31, 2011. Cash and cash equivalentsalged to $209.5 million as of September 30, 2€d@pared to $250.6 million as of
December 31, 2011. The ratio of current assetaniat liabilities was 2.1 to 1 as of September2,2 and 2.8 to 1 as of December 31,
2011. The decrease in working capital was driviémarily by our use of $65.8 million cash for otosk repurchase program and the incr
in current portion of long-term debt related theliision of $75 million for our 5.47% senior notagedn May 2013.

As of September 30, 2012, we held $209.5 millionash and cash equivalents. Of this amount, appetdgly $102.1 million of cash and
cash equivalents was held by foreign subsidiar@gr ability to fund operations from this balanceild be limited by the
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liquidity in the market as well as possible tax lipgtions of moving proceeds across jurisdictiour U.S. operations currently generate
sufficient cash flows to meet our domestic obligas. We also have the ability to borrow fundseasonable interest rates, utilize the
committed funds under our Credit Agreement or tentdrcompany loans. However, if amounts helddrgign subsidiaries were needed to
fund operations in the United States, we coulddogiired to accrue and pay taxes to repatriate fu@sis. Such charges may include a
federal tax of up to 35.0% on dividends receivethanU.S., potential state income taxes and artiaddl withholding tax payable to foreign
jurisdictions of up to 10.0%. However, our inténto permanently reinvest undistributed earning®ieign subsidiaries and we do not hi
any current plans to repatriate them to fund opmratin the United States.

We anticipate paying the $75.0 million of unsecusetl7% senior notes maturing on May 15, 2013 thincaxgilable funds or by refinancing
the debt.

Nor-GAAP Financial Measures

We believe free cash flow to be an appropriate lempental measure of our operating performance tseciprovides investors with a
measure of our ability to generate cash, repay, galytdividends, repurchase stock and fund acépisit Other companies may define free
cash flow differently. Free cash flow does not esgnt cash generated from operating activitiesdora@ance with GAAP. Therefore it shoi
not be considered an alternative to net cash peoMy operations as an indication of our perforrearithe cash conversion rate of free cash
flow to net income is also a measure of our pertoree in cash flow generation.

A reconciliation of net cash provided by operatamgivities to free cash flow and calculation of eash conversion rate is provided below:

Nine Months Ended
September 30 October 2,

2012 2011
(in millions)

Net cash provided by operating activit $ 73.71 % 56.5
Less: additions to property, plant, and equipn (18.8) (16.9

Plus: proceeds from the sale of property, plard, egquipmen 1.1 0.€
Free cash flow $ 56.C $ 40.7
Net income from continuing operatio $ 52.¢ § 47.€
Cash conversion rate of free cash flow to net inredmmm continuing operatior 105.% 85.5%

Our free cash flow improved in the first nine mantf 2012 when compared to the first nine month&0dfl primarily due to higher operati
profits and improved cash generation from workiagital.

Our net debt to capitalization ratio (a non-GAARaficial measure) for the first nine months of 26428 16.1%, compared to 13.9% at
December 31, 2011. The increase in net debt taadegaition ratio is due primarily to cash outlajated to the stock repurchase program and
the tekmar acquisition. Management believes thelelet to capitalization ratio is an appropriateptemental measure because it helps
investors understand our ability to meet our finagaeeds and as a basis to evaluate our finastcigdture. Our computation may not be
comparable to other companies that may define ttegidebt to capitalization ratios differently.

A reconciliation of long-term debt (including cuntgoortion) to net debt and our net debt to cagé#ibn ratio is provided below:

September 30 December 31

2012 2011
(in millions)
Current portion of lon-term debt $ 77.C $ 2.C
Plus: lon¢-term debt, net of current portic 307.¢ 397.¢
Less: cash and cash equivale (209.5) (250.6)
Net debi $ 1752 $ 148.¢
September 30 December 31
2012 2011
(in millions)
Net debi $ 175 % 148.¢
Plus: total stockholde’ equity 912.¢ 919.¢
Capitalization $ 1,087 $ 1,068.¢
Net debt to capitalization rat 16.1% 13.9%
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We maintain letters of credit that guarantee oufgpmance or payment to third parties in accordamitle specified terms and conditions.
Amounts outstanding were approximately $34.8 millis of September 30, 2012 and $34.9 million aebder 31, 2011. Our letters of
credit are primarily associated with insurance cage and, to a lesser extent, foreign purchasegemerally expire within one year of
issuance. These instruments may exist or expiteowttbeing drawn down; therefore they do not nerdggepresent future cash flow
obligations.

Off-Balance Sheet Arrangements

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

Application of Critical Accounting Policies and Key Estimates

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 abally 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 estinthsgtswve believe are reasonable under the
circumstances. Actual results could differ sigrafily from these estimates. There were no chaimgascounting policies or significant
changes in accounting estimates during the first months of 2012.

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

Revenue recognitic

We recognize revenue when all of the followingemia are met: (1) we have entered into a bindirrgemgent, (2) the product has shipped and
titte has passed, (3) the sales price to the cust@fixed or is determinable and (4) collectaypils reasonably assured. We recognize rev
based upon a determination that all criteria feergie recognition have been met, which, basede@m#gjority of our shipping terms, is
considered to have occurred upon shipment of thishfed product. Some shipping terms require thelgtm be received by the customer
before title passes. In those instances, revemeasod recognized until the customer has receiiedybods. We record estimated reductior
revenue for customer returns and allowances, dasbuhts and for customer rebate programs. Pradior returns and allowances and cash
discounts are made at the time of sale, derivad fistorical trends and form a portion of the aldlmee for doubtful accounts. Customer
rebate programs, which are primarily annual voluneentive plans, allow customers to earn creditfitaining agreed upon purchase targets
from us. We record estimated reductions to revemagle at the time of sale, for customer rebaterprmg based on estimated purchase
targets.

Allowance for doubtful accoun

The allowance for doubtful accounts is establisioepresent our best estimate of the net reabzadiue of the outstanding accounts
receivable. The development of our allowance fartdful accounts varies by region but in generélased on a review of past due amounts,
historical write-off experience, as well as agirents affecting specific accounts and general dpewl factors affecting all accounts. In
addition, factors are developed in certain regigatiizing historical trends of sales and returnd allowances and cash discount activities to
derive a reserve for returns and allowances and diasounts.

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, anégially review customer credit limits
to reduce risk. If circumstances relating to specifistomers change or unanticipated changes attie general business environment, our
estimates of the recoverability of receivables ddad further adjusted.

Inventory valuatior

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

Additional inventory reserves are maintained foreptial shrinkage experienced in the manufactupimagess. The reserve is established t
on the prior year’s inventory losses adjusted for éhange in the gross inventory balance.
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Goodwill and other intangibles

We have made numerous acquisitions over the ydairhwncluded the recognition of a significant ambaf goodwill. Goodwill is tested for
impairment annually or more frequently if an eventircumstance indicates that an impairment loag have been incurred. Application of
the goodwill impairment test requires judgmentjuding the identification of reporting units, assigent of assets and liabilities to reporting
units, and determination of the fair value of eegborting unit. We estimate the fair value of ceporting units using an income approach
based on the present value of estimated futureft@sh. We believe this approach yields the mograpriate evidence of fair value as our
reporting units are not easily compared to othepa@tions involved in similar businesses. We hd@trmined we have eight reporting u
including Residential and Commercial, Dormont, Dsa& Water re-use, BRAE, Water Quality, EMEA, Bléchand Asia. Our Water
Quality reporting unit does not have goodwill.

Intangible assets such as purchased technologyearrally recorded in connection with a businesgiaition. Values assigned to intangible
assets are determined by an independent valuatiorb&sed on our estimates and judgments regaekipgctations of the success and life
cycle of products and technology acquired.

Revised accounting guidance allows us to reviewdgaband indefinite lived intangibles for impairmeutilizing either qualitative or
guantitative analyses. We have the option to fisstess qualitative factors to determine whetleeetiistence of events or circumstances leads
to a determination that it is more likely than tiwt the fair value of a reporting unit or an indeé lived intangible is less than its carrying
amount. If, after assessing the totality of evems circumstances, we determine it is more likleyn not that the fair value of a reporting |

or an indefinite lived intangible is greater thémdarrying amount, then performing the two-stama(gitative) impairment test is unnecessary.

For goodwill impairment testing, we first identifiyose reporting units that we believe could paggaditative assessment to determine
whether further impairment testing is necessamyr. éach reporting unit identified, our qualitateealysis includes:

1) A-review of the most recent fair value calculattoridentify the extent of the cushion between Yailue and carrying
amount, to determine if a substantial cushion esgist

2) Areview of events and circumstances that haveroedisince the most recent fair value calculat@mddtermine if those
events or circumstances would have affected owiquie fair value assessment. Items identified r@viewed include
macroeconomic conditions, industry and market ceangost factor changes, events that affect thartieg unit, financial
performance against expectations and the repautiitts performance relative to peers.

We then compile this information and make our assesit of whether it is more likely than not that fair value of the reporting unit is less
than its carrying amount. If we determine it is mmre likely than not, then no further quantitatanalysis is required.

The second analysis for goodwill impairment invaleequantitative two-step process. The first sfehe impairment test requires a
comparison of the fair value of each of our repaytiinits to the respective carrying value. If therging value of a reporting unit is less than
its fair value, no indication of impairment existsd a second step is not performed. If the carrgimgunt of a reporting unit is higher than its
fair value, there is an indication that impairmeraty exist and a second step must be performetieladcond step, the impairment is
computed by comparing the implied fair value of tporting units goodwill with the carrying amount of the goodwifithe carrying amoui

of the reporting unit's goodwill is greater tharm implied fair value of its goodwill, an impairmdoss must be recognized for the excess and
charged to operations.

Inherent in our development of the present valuritnire cash flow projections are assumptions atichates derived from a review of our
operating results, business plans, expected gratels, cost of capital and tax rates. We also rmakiain assumptions about future economic
conditions and other market data. We develop ssuraptions based on our historical results inclydeles growth, operating profits,
working capital levels and tax rates.

We believe that the discounted cash flow modetisiive to the selected discount rate. We usd-fharty valuation specialists to help
develop appropriate discount rates for each remprinit. We use standard valuation practicesriweaat a weighted average cost of capital
based on the market and guideline public companiée higher the discount rate, the lower the disted cash flows. While we believe that
our estimates of future cash flows are reasondifferent assumptions could significantly affect @aluations and result in impairments in
the future.

As of October 30, 2011, the annual impairment asislglate, the fair value of the EMEA reporting umiteeded the carrying value by
approximately 9%. Operating results for the EMEAarting unit have been hindered by the downtutthéneconomic environment in Eurc
and continued to fall below expectations duringgtxemonths ended July 1, 2012, triggering the glenito update the impairment analysis.
As a result of the updated fair value assessmiengs determined that the fair value of the EMEpamting unit continues to exceed its
carrying value, a result of a decrease in discoatetand a reduction of net debt offset by lowersterm projections. We also performed an
analysis on the long-lived assets in the EMEA r&pgrunit as a result of the triggering event andaduded that these assets were not
impaired.

Although the EMEA reporting unit met expectationsidg the quarter ended September 30, 2012, shibelBEMEA reporting units operating
results decline further because the European ndcoet deteriorates beyond our current expectatiostould interest
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rates increase, then the reporting unit's goodwadly be at risk for impairment in the future. The EMreporting units goodwill balance as
September 30, 2012 was $210.7 million.

Operating results for the Blue Ridge Atlantic Epteses, Inc. (BRAE) reporting unit in North Americantinued to fall below expectations
during the nine months ended September 30, 2048eting the decision to update the impairmentysisiduring the third quarter. As a
result, the Company recorded a pre-tax goodwilldimpent charge of $1.0 million. Because expeatativave been lowered, the Company
also reviewed the BRAE earnout calculation and néed a $1.0 million reduction in the contingentrerut liability during the third quarter.
The Company estimated the fair value of the repgrtinit using the expected present value of futash flows. The BRAE reporting unit’s
goodwill balance as of September 30, 2012 was Bdl®n.

Product liability and worker compensation costs

Because of retention requirements associated witlingsurance policies, we are generally se$iared for potential product liability claims &
for workers’ compensation costs associated withkplaice accidents. We are subject to a variety téig@l liabilities in connection with
product liability cases and we maintain excess peodability and other insurance coverage, whighlvelieve to be generally in accordance
with industry practices. For product liability essin the U.S., management establishes its prdidbdity accrual by utilizing third-party
actuarial valuations that incorporate historicahtt factors and our specific claims experiencevddrfrom loss reports provided by thiparty
administrators. In other countries, we maintasuiance coverage with relatively high deductiblgnpents, as product liability claims tend to
be smaller than those experienced in the U.S. @dmim the nature of claims or the actual settléraprounts could affect the adequacy of
this estimate and require changes to the provisemse experienced in the first nine months of220hen we incurred incremental costs of
$2.1 million. Because the liability is an estimdtes ultimate liability may be more or less thapared.

Workers’compensation liabilities in the U.S. are recogniftedtlaims incurred (including claims incurred matt reported) and for changes
the status of individual case reserves. At the Bmeorkers’compensation claim is filed, a liability is estiradtto settle the claim. The liabili
for workers’ compensation claims is determined dasemanagement’s estimates of the nature andigegtthe claims and based on
analysis provided by third-party administrators dgdsarious state statutes and reserve requireméfgdave developed our own trend
factors based on our specific claims experienagatdinted based on risk-free interest rates. Weantpird-party actuarial valuations to help
us estimate our workers’ compensation accruabther countries where workers’ compensation cagt@pplicable, we maintain insurance
coverage with limited deductible payments. Becdhediability is an estimate, the ultimate liabjilinay be more or less than reported and is
subject to changes in discount rates.

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 af@metioned factors could have an adverse impactioogerating results.

Legal contingencie

We are a defendant in numerous legal matters iimguitiose involving environmental law and produability as discussed in more detail in
Part I, Item 1, “Business - Product Liability, Emmmental and Other Litigation Matters,” of our Arah Report on Form 10-K for the year
ended December 31, 2011. As required by GAAP, eterthine whether an estimated loss from a lossragericy should be accrued by
assessing whether a loss is deemed probable atasthamount can be reasonably estimated, netyodigplicable insurance proceeds.
Estimates of potential outcomes of these contingsrare developed in consultation with outside selnVhile this assessment is based (
all available information, litigation is inherentlyhncertain and the actual liability to fully reselthis litigation cannot be predicted with any
assurance of accuracy. In the event of an unfal@@iicome in one or more legal matters, the uliéntiability may be in excess of amounts
currently accrued, if any, and may be materialupaperating results or cash flows for a particajaarterly or annual period. However, be
on information currently known to us, managemefieles that the ultimate outcome of all legal cogéncies, as they are resolved over t
is not likely to have a material effect on our figél position, results of operations, cash flowsiquidity.

Pension benefit

We account for our pension plans in accordance @ARP, which involves recording a liability or as$msed on the projected benefit
obligation and the fair value of plan assets. Agsions are made regarding the valuation of beoélfigations and the performance of plan
assets. The primary assumptions are as follows:

» Weighted average discount ratéhis rate is used to estimate the current valdeatofe benefits. This rate is adjusted based onem@nt ir
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 abfiitstt market performance and anticipated fututerres for a portfolio reflecting the mix
equity, debt and other investments indicative afgan assets.

We determine these assumptions based on consnlteitio outside actuaries and investment advisong. variance in these assumptions
could have a significant impact on future recogdipension costs, assets and liabilities.
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On October 31, 2011, our Board of Directors votedgase accruals of additional benefits effectieeddnber 31, 2011 under both the Per
Plan and Supplemental Employees Retirement Pléfective November 1, 2011, we began amortizinguhamortized gains and losses over
the remaining life expectancy of the participanttéad of our former policy of average remaininyise period.

Income taxe

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

We recognize deferred taxes for the expected futonsequences of events that have been reflectbd konsolidated financial statements.
Deferred tax assets and liabilities are determbeeskd on differences between the book values artubtes of particular assets and liabilities,
using tax rates in effect for the years in which differences are expected to reverse. A valuatilonvance is provided to offset any net
deferred tax assets if, based upon the availaliteree, it is more likely than not that some oroélihe deferred tax assets will not be
realized. We consider estimated future taxablerime and ongoing prudent tax planning strategiesgessing the need for a valuation
allowance. We account for tax benefits when tha ite question meets the more-likely-than-not (gge#tan 50% likelihood of being
sustained upon examination by the taxing authgjitiereshold.

New Accounting Standart

In December 2011, the FASB issued an amendmehetadcounting guidance for disclosure of offsettisgets and liabilities and related
arrangements. The amendment expands the disclesjugements in that entities will be required isctbse both gross information and net
information about both instruments and transactediggble for offset in the statement of finangmsition and instruments and transactions
subject to an agreement similar to a master nestirmngement. The amendment is effective for figeals, and interim periods within those
years, beginning on or after January 1, 2013, Aatl be applied retrospectively. We do not expketadoption of this accountii
pronouncement will have a material impact on onaificial statements.

In July 2012, the FASB issued an amendment togfeirements for indefinite-lived intangible assepairment testing. We have the option
to first assess qualitative factors to determinetiér the existence of events or circumstances leaa determination that it is more likely
than not that the fair value of an indefinite-liviethngible asset is less than its carrying amdfijrdfter assessing the totality of events or
circumstances, we determine it is more likely thahthat the fair value of an indefinite-lived ingible asset is greater than its carrying
amount, then performing the impairment test is wessary. We intend to adopt this new standardt@féewith our annual impairment testi
date of October 30, for the year ending Decembg312.

Item 3. Quantitative and Qualitative Disclosures bout Market Risk

We use derivative financial instruments primardyréduce exposure to adverse fluctuations in foreighange rates, interest rates and costs
of certain raw materials used in the manufactupracess. 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 inddrStates dollars, are subject to translaticksrdue to changes in foreign currency
exchange rates. This risk is concentrated primarithe exchange rate between the U.S. dollar eetiro; the U.S. dollar and the Canadian
dollar; and 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 anddare@minated in European currencies or the U.Samadian dollar. We use foreign curre
forward exchange contracts to manage the riskelat intercompany purchases that occur duringdliese of a year and certain open
foreign currency denominated commitments to seltipcts to third parties. Realized and unrealizsdgand losses on the contracts we
recognized in other (income) expense are not nateri

We have historically had a low exposure on the obsur debt to changes in interest rates. Infoimmadbout our long-term debt, including
principal amounts and related interest rates, agpeaNotes 4 and 9 of this report and in Note fiates to Consolidated Financial
Statements in our Annual Report on Form 10-K ferybkar ended December 31, 2011.

We purchase significant amounts of bronze ing@sérod, cast iron, steel and plastic, which dlieed in manufacturing our many product
lines. Our operating results can be adversely tteby changes in commodity prices if we are untbfeass on related price increases to our
customers. We manage this risk by monitoring relatarket prices, working with our suppliers to &efei the
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maximum level of stability in their costs and refhpricing, seeking alternative supply sources wienessary, purchasing forward
commitments for raw materials, when available, enpénting cost reduction programs, value enginegang passing increases in costs on to
our customers in the form of price increases.

ltem 4. Controls and Procedures

As required by Rule 13a-15(b) under the Securiieshange Act of 1934, as amended, or Exchangea&atf the end of the period covered
by this report, we carried out an evaluation uritlersupervision and with the participation of owrmagement, including our Chief Executive
Officer and Chief Financial Officer (our principakecutive officer and principal financial officeespectively), of the effectiveness of our
disclosure controls and procedures. In designimevaluating our disclosure controls and procesjuwe recognize that any controls and
procedures, no matter how well designed and opbrasan provide only reasonable assurance of aclydiie desired control objectives, and
our management necessarily applies its judgmesnatuating and implementing possible controls amdgdures. The effectiveness of our
disclosure controls and procedures is also nedbshiaited by the staff and other resources avad#gao us and the geographic diversity of
operations. Based upon that evaluation, our Chiethtive Officer and Chief Financial Officer condéd that, as of the end of the period
covered by this report, our disclosure controls prmtedures were effective, in that they providesomable assurance that information
required to be disclosed by us in the reports \eeofi submit under the Exchange Act is recorded¢c@ssed, summarized and reported within
the time periods specified in the Securities andiarge Commissioa’rules and forms and are designed to ensurerttoatriation required
be disclosed by us in the reports that we fileutmsit under the Exchange Act are accumulated anmthamicated to our management,
including our Chief Executive Officer and Chief kirtial Officer, as appropriate to allow timely dgens regarding required disclosure.

There was no change in our internal control oveairicial reporting that occurred during the quasteted September 30, 2012, that has
materially affected, or is reasonably likely to evélly affect, our internal control over financigporting. In connection with these rules, we
will continue to review and document our discloscoatrols and procedures, including our internaitaa over financial reporting, and may
from time to time make changes aimed at enhantieig ¢ffectiveness and to ensure that our systewlsewith our business.

Part 1. OTHER INFORMATION

ltem|. Legal Proceedings

As disclosed in Part I, Item 1, “Product Liabiliggnvironmental and Other Litigation Matters” of cdmnual Report on Form 10-K for the
year ended December 31, 2011, we are party toicdittgation. There has been no material develepts with respect to our contingenc
and environmental remediation proceedings durieditst nine months ended September 30, 2012.

Item 1A. Risk Factors

This report may include statements that are nabtical facts and are considered forward-lookinthi the meaning of the Private Securities
Litigation Reform Act of 1995. These forward-looking statements reflect our curmews about future results of operations andothe
forward-looking information. In some cases you hntify these statements by forward-looking wogdsh as “anticipate,” “believe,”
“could,” “estimate,” “expect,” “intend,” “may,” “sbuld” and “would” or similar words. You should naly on forward-looking statements
because our actual results may differ materiatiynfthose indicated by these forward-looking statgmas a result of a number of important
factors. These factors include, but are not lichttg the following: the current economic and finl condition, which can affect levels of
housing starts and remodeling, affecting the mariétere our products are sold, manufactured, oketed; cost increases and technical
challenges in connection with our conversion ta{ér@e compliant products; shortages in and prichgaw materials and supplies; loss of
market share through competition; introduction aipeting products by other companies; pressuraioaspfrom competitors, suppliers,
and/or customers; changes in variable interes$ @ieour borrowings; identification and disclosaofenaterial weaknesses in our internal
control over financial reporting; failure to expamar markets through acquisitions; failure or defageveloping new products; lack of
acceptance of new products; failure to manufagtooeducts that meet required performance and satahdards; foreign exchange rate
fluctuations; cyclicality of industries, such asiplbing and heating wholesalers and home improvenegaiters, in which we market certain
of our products; environmental compliance costsdpct liability costs; the results and timing of eestructuring plans; changes in the status
of current litigation, and other risks and uncettigis discussed in Part I, Item 1A, “Item 1A. Riskctors” and in Note 14 of the Notes to the
Consolidated Financial Statements in our Annuald®Regn Form 10-K for the year ended December 31140ed with the Securities
Exchange Commission, and in other reports we ffdenftime to time with the Securities and Exchangen@ission.

The risk factor immediately following has been aditte provide additional disclosure relating to oampliance with new regulations
regarding conflict minerals.

Compliance with new regulations and customer demamdgarding “conflict minerals” could increase costand affect the manufacturing
and sale of our products.
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Section 1502 of the Dodd-Frank Wall Street Refond @onsumer Protection Act of 2010 (the Dodd-Fraol) required the SEC to establish
new disclosure and reporting requirements regarsiiegified minerals originating in the Democrati¢hee Congo or an adjoining country t
are necessary to the functionality or productioprafducts manufactured by companies requiredéadports with the SEC. The final

rules implementing these requirements, as relessmtly by the SEC, could affect sourcing at catitipe prices and availability in

sufficient quantities of minerals used in the matidire of our products. In addition, because apply chain is complex we may face
commercial challenges if we are unable to verifffisiently the origins for all metals used in owogducts through the due diligence
procedures that we implement and otherwise mayrbeabliged to disclose publicly those efforts wigigard to conflict minerals. Moreov
we may encounter challenges to satisfy those custmho require that all of the components of aodpcts be certified as conflict free,
which could place us at a competitive disadvanttge are unable to do so.
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Item 2. Unregistered Sales of Equity Securities ahUse of Proceeds

We satisfy the minimum withholding tax obligationedupon the vesting of shares of restricted stackthe conversion of restricted stock
units into shares of Class A Common Stock by autmaildy withholding from the shares being issueduanber of shares with an aggregate
fair market value on the date of such vesting oveosion that would satisfy the withholding amodué.

The following table includes information with regpéo shares of our Class A Common Stock withhelsitisfy withholding tax obligations
during the third quarter ended September 30, 2012.

Issuer Purchases of Equity Securities

(c) Total Number (d) Maximum Number (or

(a) Total (b) of Shares (or Approximate Dollar

Number of Average Units) Purchased Value) of Shares (or

Shares (or Price Paid as Part of Publicly Units) that May Yet Be

Units) per Share Announced Plans Purchased Under the Plans

Period Purchased (or Unit) or Programs or Programs
July 2, 2012 July 29, 201: — — — —
July 30, 201= August 26, 201. 16,327 $ 36.0¢ — —
August 27, 2012 — September 30, 2012 1667 $ 38.9: — —
Total 17,99 $ 36.3¢ — —

The following table includes information with respéo the repurchases of our Class A Common Stackg the third quarter ended
September 30, 2012 under our stock repurchasegmogr

(c) Total Number (d) Maximum Number (or
(a) Total (b) of Shares (or Units) Approximate Dollar Value)
Number of Average Purchased as Part of Shares (or Units) that
Shares (or Price Paid of Publicly May Yet Be Purchased
Units) per Share Announced Plans Under the Plans or
Period Purchased (1) (or Unit) or Programs (1) Programs (1)
July 2, 2012- July 29, 201: 80,227 $ 32.61 80,22 —
July 30, 201- August 26, 201. — — — —
August 27, 2012 — September 30, 2012 — — — —
Total 80,227 $ 32.61 80,22: —

(1) On May 16, 2012, the Board of Directors authoriaestock repurchase program of up to two milliorreba@f the Company’s
Class A Common Stock in open market purchasesin@tine quarter ended July 1, 2012, we repurchappdoximately 1.9 million
shares of Class A common stock at a cost of apprately $63.2 million. During the quarter ended $epgier 30, 2012, the
remaining shares were purchased for a cost of §2lién. The stock repurchase program has thus loeenpleted at a total cost of
$65.8 million.

ltem 6. Exhibits

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

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

WATTS WATER TECHNOLOGIES, INC

Date: November 8, 2012 By: /s/ David J. Coghla

David J. Coghlat
Chief Executive Officer (principal executive offige

Date: November 8, 2012 By: /s/ William C. McCartney
William C. McCartney
Chief Financial Officer (principal financial office

Date: November 8, 2012 By: /s/ Timothy M. MacPhe
Timothy M. MacPhe
Treasurer and Chief Accounting Officer (principal
accounting officer
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EXHIBIT INDEX

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

Exhibit No. Description
3.1 Restated Certificate of Incorporation, as amendg
3.2  Amended and Restated -Laws (2)
10.1  Form of Indemnification Agreement between the Regig and certain directors and officers of the iRegnt
31.1  Certification of Principal Executive Officer pursudo Rule 13a-14(a) or Rule 15d-14(a) of the S&esrExchange Act of
1934, as amende
31.z  Certification of Principal Financial Officer purquaRule 13a-14(a) or Rule 15d-14(a) of the Se@sikxchange Act of
1934, as amende
32.1 Certification of Principal Executive Officer pursuao 18 U.S.C. 135
32.z  Certification of Principal Financial Officer purquao 18 U.S.C. 135
101.IN&*  XBRL Instance Documen
101.SCH  XBRL Taxonomy Extension Schema Docume
101.CAL* XBRL Taxonomy Extension Calculation Linkbase Docuin
101.DEF* XBRL Taxonomy Extension Definition Linkbase Docurh
101.LAB* XBRL Taxonomy Extension Label Linkbase Docum
101.PRF* XBRL Taxonomy Extension Presentation Linkbase Doeni
* Attached as Exhibit 101 to this report are thediwlhg formatted in XBRL (Extensible Business Repat_anguage): (i)

Consolidated Balance Sheets at September 30, 2@lRecember 31, 2011, (ii) Consolidated Statemeih@perations for the Third
Quarters Ended September 30, 2012 and Octoben2, &t the Nine Months Ended September 30, 201Databer 2, 2011,

(iii) Consolidated Statements of Comprehensive imegLoss) for the Third Quarters Ended SeptembgR@02 and October 2, 20
and for the Nine Months Ended September 30, 208i20atober 2, 2011, (vi) Consolidated StatementSash Flows for the Nine
Months Ended September 30, 2012 and October 2, 20t1(vii) Notes to Consolidated Financial Statetse

(1) Incorporated by reference to the Registrant’'s QuigrReport on Form 10-Q (File No. 001-11499) foe fjuarter ended July 3,

2005.

(2) Incorporated by reference to the Registrant’s GurReport on Form 8-K (File No. 001-11499) dately 12, 2010.
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Exhibit 10.1

INDEMNIFICATION AGREEMENT

This Agreement made and entered into this y ofla , (the “Agreementby and between Watts Water
Technologies, Inc., a Delaware corporation (thertpany,” which term shall include, where appropriatey Entity (as hereinafter defined)
controlled directly or indirectly by the Companyjca (the “Indemnitee”):

WHEREAS, it is essential to the Company that iabk to retain and attract as directors and ofiitlee most capable persons
available;

WHEREAS, increased corporate litigation has subjpclirectors and officers to litigation risks anghenses, and the limitations on
the availability of directors and officers liabjlitnsurance have made it increasingly difficult floe Company to attract and retain such
persons;

WHEREAS, the Company'’s Certificate of Incorporatam By-laws (the “Certificate of Incorporation”cifBy-laws,” respectively)
require it to indemnify its directors and officecsthe fullest extent permitted by law and perinibimake other indemnification arrangements
and agreements;

WHEREAS, the Company desires to provide Indemnititle specific contractual assurance of Indemnitegsts to full
indemnification against litigation risks and expem¢regardless, among other things, of any amenidimen revocation of the Certificate of
Incorporation or By-laws or any change in the owhgr of the Company or the composition of its Boafr®irectors);

WHEREAS, the Company intends that this Agreemeovige Indemnitee with greater protection than thhich is provided by the
Company’s Certificate of Incorporation and By-lawasd

WHEREAS, Indemnitee is relying upon the rights edfed under this Agreement in continuing as a direat officer of the
Company.

NOW, THEREFORE, in consideration of the promises tiie covenants contained herein, the Companyradetinitee do hereby
covenant and agree as follows:

1. Definitions.

€) “Corporate Status” describes the status of a pesdmnis serving or has served (i) as a directafficer of the
Company, (i) in any capacity with respect to anypéoyee benefit plan of the Company, or (iii) adirector, partner,
trustee, officer, employee, or agent of any othdaiti at the request of the Company. For purpa$esibsection (iii) of this
Section 1(a), if Indemnitee is serving or has sga®a director, partner, trustee, officer, empogeagent of a




Subsidiary, Indemnitee shall be deemed to be sg@afithe request of the Company.

(b) “Entity” shall mean any corporation, partnershipmited liability company, joint venture, trust, fodation,
association, organization or other legal entity.

(c) “Expenses” shall mean all fees, costs and expénsased by Indemnitee in connection with any Pesling (as
defined below), including, without limitation, atteeys’ fees, disbursements and retainers (inclydistiout limitation, any
such fees, disbursements and retainers incurrdaddamnitee pursuant to Sections 10 and 11(c) efAlgreement), fees and
disbursements of expert witnesses, private invaistig and professional advisors (including, withauttation, accountants
and investment bankers), court costs, transcrigtiscéees of experts, travel expenses, duplicagingting and binding cost
telephone and fax transmission charges, postatieedeservices, secretarial services, and othelhutisements and
expenses.

(d) “Indemnifiable Expenses,” “Indemnifiable Liabilisg and “Indemnifiable Amounts” shall have the meys
ascribed to those terms in Section 3(a) below.

(e) “Liabilities” shall mean judgments, damages, lidigt, losses, penalties, excise taxes, fines arglats paid in
settlement.
® “Proceeding” shall mean any threatened, pendirmporpleted claim, action, suit, arbitration, alteendispute

resolution process, investigation, administratiearing, appeal, or any other proceeding, whethdr criminal,
administrative, arbitrative or investigative, whettiormal or informal, including a proceeding iatéd by Indemnitee
pursuant to Section 10 of this Agreement to enfémdemnitee’s rights hereunder.

(9) “Subsidiary” shall mean any corporation, partngsshimited liability company, joint venture, trust other Entity
of which the Company owns (either directly or thghwor together with another Subsidiary of the Conypaither (i) a
general partner, managing member or other simitarést or (ii) (A) 50% or more of the voting povedrthe voting capital
equity interests of such corporation, partnersimmed liability company, joint venture or othenfity, or (B) 50% or more
of the outstanding voting capital stock or otheting equity interests of such corporation, parthgrslimited liability
company, joint venture or other Entity.




2. Services of Indemnitee In consideration of the Company’s covenants@mmitments hereunder, Indemnitee agrees to
serve or continue to serve as a director and/acesfbf the Company. However, this Agreement shailimpose any obligation on
Indemnitee or the Company to continue Indemniteetsice to the Company beyond any period otherveigaired by law or by other
agreements or commitments of the parties, if any.

3. Adreement to Indemnify The Company agrees to indemnify Indemnitee bowes:

(a) Proceedings Other Than By or In the Right of thenBany. Subject to the exceptions contained in Sect{ah 4
below, if Indemnitee was or is a party or is thee&id to be made a party to any Proceeding (otherah action by or in the
right of the Company) by reason of Indemnitee’sgooate Status, Indemnitee shall be indemnifiedheyGompany against
all Expenses and Liabilities incurred or paid bgedmnitee in connection with such Proceeding (reteto herein as
“Indemnifiable Expenses” and “Indemnifiable Liabis,” respectively, and collectively as “Indemablle Amounts”).

(b) Proceedings By or In the Right of the Comparf§ubject to the exceptions contained in Sect{by delow, if
Indemnitee was or is a party or is threatened tmade a party to any Proceeding by or in the rigtlhe Company by
reason of Indemnitee’s Corporate Status, Indemsied be indemnified by the Company against alemnifiable
Expenses.

(c) Conclusive Presumption Regarding Standard of Cdremaking any determination required to be mawaiger
Delaware law with respect to entitlement to indefination hereunder, the person, persons or entéling such
determination shall presume that Indemnitee igledtto indemnification under this Agreement if éminitee submitted a
request therefor in accordance with Section 5 isfAlgreement, and the Company shall have the buséiproof to
overcome that presumption in connection with th&ingaby any person, persons or entity of any deiaition contrary to
that presumption.

4, Exceptions to Indemnification Indemnitee shall be entitled to indemnificatiorder Sections 3(a) and 3(b) above in all
circumstances other than with respect to any spetdim, issue or matter involved in the Procegdint of which Indemnitee’s claim for
indemnification has arisen, as follows:

(a) Proceedings Other Than By or In the Right of thenBany. If indemnification is requested under Section 3
(a) and it has been finally adjudicated by a cotidompetent jurisdiction that, in connection wsilnch specific claim, issue
or matter, Indemnitee failed to act (i) in goodHaind (ii) in a manner




Indemnitee reasonably believed to be in or not spgddo the best interests of the Company, or, repect to any criminal
Proceeding, Indemnitee had reasonable cause &vbdhat Indemnitee’s conduct was unlawful, Indeemshall not be
entitled to payment of Indemnifiable Amounts herdem

(b) Proceedings By or In the Right of the Company indemnification is requested under Sectiob)&nd

(i) it has been finally adjudicated by a court ofrpetent jurisdiction that, in connection with sgiecific
claim, issue or matter, Indemnitee failed to adgtiAgood faith and (B) in a manner Indemnitee oeably
believed to be in or not opposed to the best interef the Company, Indemnitee shall not be edtitbe
payment of Indemnifiable Expenses hereunder; or

(ii) it has been finally adjudicated by a courtcoinpetent jurisdiction that Indemnitee is liablghe
Company with respect to such specific claim, Indieenshall not be entitled to payment of Indemiiiéa
Expenses hereunder with respect to such claimg issmatter unless the Court of Chancery or another
court in which such Proceeding was brought sha#rdgine upon application that, despite the adjuiioca
of liability, but in view of all the circumstance$ the case, Indemnitee is fairly and reasonabilifled to
indemnification for such Indemnifiable Expensesatisuch court shall deem proper; or

(iii) it has been finally adjudicated by a courtamimpetent jurisdiction that Indemnitee is lialiehe
Company for an accounting of profits made fromghechase or sale by the Indemnitee of securitidbe
Company pursuant to the provisions of Section 16flbhe Securities Exchange Act of 1934, the raled
regulations promulgated thereunder and amendmiesitsto or similar provisions of any federal, state
local statutory law, Indemnitee shall not be eaditto payment of Indemnifiable Expenses hereunder.

(c) Insurance ProceedsTo the extent payment is actually made to tldemmnitee under a valid and collectible
insurance policy in respect of Indemnifiable Amauint connection with such specific claim, issuenatter, Indemnitee
shall not be entitled to payment of Indemnifiabledunts hereunder except in respect of any excggmblehe amount of
payment under such insurance.




5. Procedure for Payment of Indemnifiable Amountsidemnitee shall submit to the Company a writesguest specifying tl
Indemnifiable Amounts for which Indemnitee seekgmant under Section 3 of this Agreement and thesbiasthe claim. The Company
shall pay such Indemnifiable Amounts to Indemnitéthin sixty (60) calendar days of receipt of tieguest. At the request of the
Company, Indemnitee shall furnish such documentatitd information as are reasonably available dertmitee and necessary to establish
that Indemnitee is entitled to indemnification herder.

6. Indemnification for Expenses of a Party Who is Whol Partly Successful Notwithstanding any other provision of this
Agreement, and without limiting any such provisitmthe extent that Indemnitee is, by reason oéinditees Corporate Status, a party to
is successful, on the merits or otherwise, in amc@eding, Indemnitee shall be indemnified agaifigExpenses reasonably incurred by
Indemnitee or on Indemnitee’s behalf in connectimrewith. If Indemnitee is not wholly successfusuch Proceeding but is successful, on
the merits or otherwise, as to one or more buttless all claims, issues or matters in such Prangethe Company shall indemnify
Indemnitee against all Expenses reasonably incinydddemnitee or on Indemnitee’s behalf in conioectvith each successfully resolved
claim, issue or matter. For purposes of this Agrest, the termination of any claim, issue or mattesuch a Proceeding by dismissal, witt
without prejudice, by reason of settlement, judgimerder or otherwise, shall be deemed to be aesisfal result as to such claim, issue or
matter.

7. Effect of Certain Resolutions Neither the settlement or termination of anydeealing nor the failure of the Company to
award indemnification or to determine that indencaifion is payable shall create a presumptionltidgmnitee is not entitled to
indemnification hereunder. In addition, the teration of any proceeding by judgment, order, setleinconviction, or upon a plea of nolo
contendere or its equivalent shall not create aysngtion that Indemnitee did not act in good faitidl in a manner which Indemnitee
reasonably believed to be in or not opposed td#st interests of the Company or, with respechtocsiminal Proceeding, had reasonable
cause to believe that Indemnitee’s action was ufilaw

8. Adgreement to Advance Expenses; Undertakirihe Company shall advance all Expenses incunyeat on behalf of
Indemnitee in connection with any Proceeding, idirig a Proceeding by or in the right of the Compamyvhich Indemnitee is involved by
reason of such Indemnitee’s Corporate Status widnr(10) calendar days after the receipt by the@my of a written statement from
Indemnitee requesting such advance or advancestiinoerto time, whether prior to or after final disition of such Proceeding. To the ex
required by Delaware law, Indemnitee hereby un#tegao repay any and all of the amount of Inderahl&é Expenses paid to Indemnitee if it
is finally determined by a court of competent jditsion that Indemnitee is not entitled under #hgreement to indemnification with respect
to such Expenses. This undertaking is an unlingeztkeral obligation of Indemnitee.

9. Procedure for Advance Payment of Expens&sdemnitee shall submit to the Company a writeuest specifying the
Indemnifiable Expenses for which Indemnitee seekadvancement under Section 8 of this Agreemegéther with documentation
evidencing that Indemnitee has incurred such Indiggabte Expenses. Payment of Indemnifiable Expsense




under Section 8 shall be made no later than tehodl@ndar days after the Company’s receipt of saghest.

10.

11.

Remedies of Indemnitee

€)) Right to Petition Court In the event that Indemnitee makes a requegidpment of Indemnifiable Amounts
under Sections 3 and 5 above or a request foreamadment of Indemnifiable Expenses under Sec8ansd 9 above and
the Company fails to make such payment or advaneeme timely manner pursuant to the terms of this

Agreement, Indemnitee may petition the Court of iiZiesty to enforce the Company’s obligations under Agreement.

(b) Burden of Proof In any judicial proceeding brought under Sectif@a) above, the Company shall have the
burden of proving that Indemnitee is not entitlegptyment of Indemnifiable Amounts hereunder.

(c) Expenses The Company agrees to reimburse Indemniteellifofuany Expenses incurred by Indemnitee in
connection with investigating, preparing for, lating, defending or settling any action broughtigemnitee under
Section 10(a) above, or in connection with anynglar counterclaim brought by the Company in coninadherewith,
whether or not Indemnitee is successful in wholangrart in connection with any such action.

(d) Failure to Act Not a DefenseThe failure of the Company (including its BoafdDirectors or any committee
thereof, independent legal counsel, or stockhojdermake a determination concerning the permiisitof the payment of
Indemnifiable Amounts or the advancement of Inddiablie Expenses under this Agreement shall not thefanse in any
action brought under Section 10(a) above, and sloékkreate a presumption that such payment omagvaent is not
permissible.

Defense of the Underlying Proceeding

€) Notice by Indemnitee Indemnitee agrees to notify the Company promypign being served with any summons,
citation, subpoena, complaint, indictment, inforimat or other document relating to any Proceedihictvmay result in the
payment of Indemnifiable Amounts or the advanceno¢éiidemnifiable Expenses hereunder; provided,éwas, that the
failure to give any such notice shall not disqualifdemnitee from the right, or otherwise affecaimy manner any right of
Indemnitee, to receive payments of Indemnifiableoimts or advancements of Indemnifiable Expensessarthe
Company’s ability to defend in such Proceeding éerially and adversely prejudiced thereby.




12.

(b) Defense by Company Subject to the provisions of the last senteridbis Section 11(b) and of Section 11

(c) below, the Company shall have the right to déflndemnitee in any Proceeding which may give toséne payment of
Indemnifiable Amounts hereunder; provided, howehat the Company shall notify Indemnitee of anyhsdecision to
defend within ten (10) calendar days of receiptatice of any such Proceeding under Section 1@ye& The Company
shall not, without the prior written consent of éminitee, consent to the entry of any judgment ag&imiemnitee or enter
into any settlement or compromise which (i) inclei@® admission of fault of Indemnitee or (ii) does include, as an
unconditional term thereof, the full release ofdnuhitee from all liability in respect of such Predeng, which release shall
be in form and substance reasonably satisfactolrydemnitee. This Section 11(b) shall not applg teroceeding brought
by Indemnitee under Section 10(a) above or pursisaBéection 19 below.

(c) Indemniteés Right to Counsel Notwithstanding the provisions of Section 114bbve, if in a Proceeding to
which Indemnitee is a party by reason of Indemrst&@orporate Status, (i) Indemnitee reasonably kemtes that he or she
may have separate defenses or counterclaims td aggerespect to any issue which may not be iast with the positio
of other defendants in such Proceeding, (ii) alexirdf interest or potential conflict of interestists between Indemnitee
and the Company, or (iii) if the Company fails ssame the defense of such proceeding in a timehneralndemnitee shi
be entitled to be represented by separate legalsebof Indemnitee’s choice at the expense of thmgany. In addition, if
the Company fails to comply with any of its obligais under this Agreement or in the event thailGhmpany or any other
person takes any action to declare this Agreemadtar unenforceable, or institutes any actiont suproceeding to deny
or to recover from Indemnitee the benefits intentbelde provided to Indemnitee hereunder, Indemrmitedl have the right
to retain counsel of Indemniteethoice, at the expense of the Company, to représgemnitee in connection with any si
matter.

Representations and Warranties of the Companlge Company hereby represents and warrantgitarinitee as follows:

(a) Authority . The Company has all necessary power and authorénter into, and be bound by the terms of, this
Agreement, and the execution, delivery and perfocaaf the undertakings contemplated by this Agesdrhave been du
authorized by the Company.

(b) Enforceability. This Agreement, when executed and deliverechbyompany in accordance with the provisions
hereof, shall be a legal, valid and binding oblgabf the Company, enforceable against the Compaagcordance with i
terms, except as such enforceability may be limigdpplicable bankruptcy, insolvency, moratoriwegrganization or
similar laws affecting the enforcement of creditoights generally.




13. Insurance For a period of six (6) years following the datewhich Indemnitee no longer serves as a dirgofticer or
employee of the Company or any Subsidiary, andtich longer period, if any, for which Indemniteeynba subject to a Proceeding by
reason of Indemnitee’s Corporate Status, the Cognfiashall maintain a policy or policies of insae with one or more reputable insurance
companies providing the Indemnitee with coveragenramount not less than, and of a type and scopmaterially less favorable to
Indemnitee than, the directors’ and officers’ llabiinsurance coverage presently maintained byGbmpany, (ii) shall pay on a timely basis
all premiums on such insurance and (iii) shall jtevsuch notices and renewals in a complete anelytimanner and take such other actions
as may be required in order to keep such insuriamnieel force and effect. In all policies of diree and officer liability insurance, Indemnitee
shall be named as an insured in such a mannerpaevinle Indemnitee the same rights and benefitgasccorded to the most favorably
insured of the Company’s officers and directors.

14, Contract Rights Not Exclusive The rights to payment of Indemnifiable Amountsl @dvancement of Indemnifiable
Expenses provided by this Agreement shall be intiatidto, but not exclusive of, any other rightsiethIndemnitee may have at any time
under applicable law, the Company’s Certificaténgiorporation or By-laws, or any other agreemeate\of stockholders or directors (or a
committee of directors), or otherwise, both asadtioa in Indemnitee’s official capacity and as ttian in any other capacity as a result of
Indemnitee’s serving as a director or officer af @ompany.

15. Successors This Agreement shall be (a) binding upon allcessors and assigns of the Company (includingramgferee
of all or a substantial portion of the business¢ktand/or assets of the Company and any direadinect successor by merger or
consolidation or otherwise by operation of law) #ibpbinding on and shall inure to the benefitha# heirs, personal representatives, exec
and administrators of Indemnitee. In the eventtira Company or any of its successors or assiyjnsr{solidates with or merges into any
other person or entity and shall not be the compor surviving corporation or entity of such colidation or merger or (ii) transfers or
conveys all or substantially all of its properté®d assets to any person or entity, then, andcim ®ach case, proper provision shall be ma
that the successors and assigns of the Companyashe obligations of the Company under this Agremim This Agreement shall continue
for the benefit of Indemnitee and such heirs, pekoepresentatives, executors and administrafteslademnitee has ceased to have
Corporate Status.

16. Subrogation In the event of any payment of Indemnifiable Amts under this Agreement, the Company shall be
subrogated to the extent of such payment to ahefights of contribution or recovery of Indemeitggainst other persons, and Indemnitee
shall take, at the request of the Company, allorglsle action necessary to secure such rightsidimg} the execution of such documents as
are necessary to enable the Company to bringcsaitforce such rights.

17. Change in Law To the extent that a change in Delaware law {ladreby statute or judicial decision) shall perbrivader
indemnification or advancement of expenses than is




provided under the terms of the By-laws and thiseggent, Indemnitee shall be entitled to such oadiemnification and advancements,
and this Agreement shall be deemed to be amendadttoextent.

18. Severability. Whenever possible, each provision of this Agreetnshall be interpreted in such a manner as tffbetive
and valid under applicable law, but if any provisif this Agreement, or any clause thereof, shallietermined by a court of competent
jurisdiction to be illegal, invalid or unenforceabln whole or in part, such provision or clausalishe limited or modified in its application
the minimum extent necessary to make such provisiatause valid, legal and enforceable, and theaneing provisions and clauses of this
Agreement shall remain fully enforceable and bigdin the parties.

19. Indemnitee as Plaintiff Except as provided in Section 10(c) of this Agnent and in the next sentence, Indemnitee shall
not be entitled to payment of Indemnifiable Amount@&dvancement of Indemnifiable Expenses withaesfo any Proceeding brought by
Indemnitee against the Company, any Entity whidoittrols, any director or officer thereof, or ahird party, unless the Board of Directors
of the Company has consented to the initiatioruchsProceeding. This Section shall not apply tan¢erclaims or affirmative defenses
asserted by Indemnitee in an action brought aghaidsimnitee.

20. Modifications and Waiver Except as provided in Section 17 above witheespp changes in Delaware law which broaden
the right of Indemnitee to be indemnified by then@pany, no supplement, modification or amendmettisfAgreement shall be binding
unless executed in writing by each of the partergto. No waiver of any of the provisions of tAgreement shall be deemed or shall
constitute a waiver of any other provisions of hggeement (whether or not similar), nor shall suiver constitute a continuing waiver.

21. General Notices All notices, requests, demands and other comeations hereunder shall be in writing and shall be
deemed to have been duly given (a) when deliveydubbd, (b) when transmitted by facsimile and ngtcisi acknowledged, or (c) if mailed
certified or registered mail with postage prepaitthe third business day after the date on whithso mailed:




0] If to Indemnitee, to:

(i) If to the Company, to:

Watts Water Technologies, Inc.
815 Chestnut Street

North Andover, MA 01845
Facsimile: (978) 688-2976
Attention:

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

22. Governing Law; Consent to Jurisdiction; Servicdafcess This Agreement shall be governed by and condtiue
accordance with the laws of the State of Delawatleout regard to its rules of conflict of laws. dBaof the Company and the Indemnitee
hereby irrevocably and unconditionally consentsutbmit to the exclusive jurisdiction of the CouftGhancery of the State of Delaware and
the courts of the United States of America locateithe State of Delaware (the “Delaware Courtst)dny litigation arising out of or relating
to this Agreement and the transactions contemplateeby (and agrees not to commence any litigataiing thereto except in such courts),
waives any objection to the laying of venue of aagh litigation in the Delaware Courts and agresdamplead or claim in any Delaware
Court that such litigation brought therein has beeyught in an inconvenient forum. Each of thetiparhereto agrees, (a) to the extent such
party is not otherwise subject to service of predeghe State of Delaware, to appoint and mairdaiagent in the State of Delaware as such
party’s agent for acceptance of legal process(lanthat service of process may also be made dmgarty by prepaid certified mail with a
proof of mailing receipt validated by the Unitedi®s Postal Service constituting evidence of \&ditvice. Service made pursuant to (a) or
(b) above shall have the same legal force andtedfed served upon such party personally withi $ttate of Delaware. For purposes of
implementing the parties’ agreement to appoint@mathtain an agent for service of process in théeSiiDelaware, each such party does
hereby appoint The Corporation Trust Company, 1Q€éhge Street, Wilmington, New Castle County, Del@n9801, as such agent and
each such party hereby agrees to complete allrectiocessary for such appointment.

23. [Prior Agreement This Agreement supersedes and replaces intitegrthe Indemnification Agreement between the
Indemnitee and the Company dated as of , ]




IN WITNESS WHEREOF, the parties hereto have exettlis Agreement as of the day and year first atvavieen.

WATTS WATER TECHNOLOGIES, INC

By:

Name:
Title:

INDEMNITEE

Name:




Name of Indemnitee

Schedule of Omitted Information

Date of Agreement

Date of Prior
Agreement
(Section 23)

Person Signing or
behalf of the Company

Roger A. Young
Daniel J. Murphy, llI
Gordon W. Moran
Kenneth J. McAvoy
John K. McGillicuddy
Timothy P. Horne
Patrick S. O’Keefe
William J. Merchant
Lester J. Taufen
Kenneth R. Lepage
William C. McCartney

Timothy MacPhee

Ralph E. Jackson, Jr.

William D. Martino
Gregory J. Michaud
Robert L. Ayers
Richard J. Cathcart
David J. Coghlan
Kennett F. Burnes

Merilee Raines

February 10, 2004
February 10, 2004
February 10, 2004
February 10, 2004
February 10, 2004
February 10, 2004
February 10, 2004
February 10, 2004
February 10, 2004
February 10, 2004
February 10, 2004
February 10, 2004
June 23, 2004
October 31, 2005
August 1, 2006
October 30, 2006
October 29, 2007
June 16, 2008
February 9, 2009

February 7, 2011

November 5, 2003
November 5, 2003
November 5, 2003
November 5, 2003
November 5, 2003
August 7, 2002
November 5, 2003
November 5, 2003
November 5, 2003
November 5, 2003
November 5, 2003
Not Applicable
Not Applicable
Not Applicable
Not Applicable
Not Applicable
Not Applicable
Not Applicable
Not Applicable

Not Applicable

Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
William C. McCartney
Chief Financial Officel
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
Patrick S. O’Keefe
Chief Executive Office
David J. Coghlan
Chief Executive Office




Bernard Baert
W. Craig Kissel

Dean P. Freeman

August 1, 2011
October 30, 2011

October 29, 2012

Not Applicable
Not Applicable

Not Applicable

David J. Coghlan
Chief Executive Office
David J. Coghlan
Chief Executive Office
David J. Coghlan
Chief Executive Office




Exhibit 31.1

WATTS WATER TECHNOLOGIES, INC.
CERTIFICATION PURSUANT TO

SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
I, David J. Coghlan, certify that:
1. I have reviewed this quarterly report on Foi®rQl of Watts Water Technologies, Inc.;

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

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

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

(a) Designed such disclosure controls and praesdor caused such disclosure controls and proesdo be designed under our supervit
to ensure that material information relating to tgistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtis report is being prepared;

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

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

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

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

(a) All significant deficiencies and material Weasses in the design or operation of internalrcbot/er financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

Date: November 8, 201
/s/ David J. Coghla
David J. Coghlat
Chief Executive Office

1




Exhibit 31.2

WATTS WATER TECHNOLOGIES, INC.
CERTIFICATION PURSUANT TO

SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
[, William C. McCartney, certify that:
1. I have reviewed this quarterly report on Foi®rQl of Watts Water Technologies, Inc.;

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

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

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

(a) Designed such disclosure controls and praesdor caused such disclosure controls and proesdo be designed under our supervit
to ensure that material information relating to tgistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtis report is being prepared;

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

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

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

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

(a) All significant deficiencies and material Weasses in the design or operation of internalrcbot/er financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

Date: November 8, 201
/s/ William C. McCartney
William C. McCartney
Chief Financial Officel

1




Exhibit 32.1

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

The undersigned officer of Watts Water Technolodies. (the “Company”) hereby certifies that, tg khowledge, the Company’s quarterly
report on Form 10-Q to which this certificatioraisached (the “Report”), as filed with the Secestand Exchange Commission on the date
hereof, fully complies with the requirements of &t 13(a) or 15(d), as applicable, of the Secesitexchange Act of 1934, as amended (the
“Exchange Act”), and that the information containedhe Report fairly presents, in all materialpests, the financial condition and results of
operations of the Company. This certificationtisyided solely pursuant to 18 U.S.C. Section 134 leem 601(b)(32) of Regulation S-K
(“Item 601(b)(32)") promulgated under the Secusitict of 1933, as amended (the “Securities Actiid the Exchange Act. In accordance
with clause (ii) of Item 601(b)(32), this certiftban (A) shall not be deemed “filed” for purposdsSection 18 of the Exchange Act, or
otherwise subject to the liability of that sectiamd (B) shall not be deemed to be incorporatedfgrence into any filing under the Securities
Act or the Exchange Act, except to the extent thatCompany specifically incorporates it by refern

Date: November 8, 201
/s/ David J. Coghla
David J. Coghlat
Chief Executive Office

1




Exhibit 32.2

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

The undersigned officer of Watts Water Technolodies. (the “Company”) hereby certifies that, tg khowledge, the Company’s quarterly
report on Form 10-Q to which this certificatioraisached (the “Report”), as filed with the Secestand Exchange Commission on the date
hereof, fully complies with the requirements of &t 13(a) or 15(d), as applicable, of the Secesitexchange Act of 1934, as amended (the
“Exchange Act”), and that the information containedhe Report fairly presents, in all materialpests, the financial condition and results of
operations of the Company. This certificationtisyided solely pursuant to 18 U.S.C. Section 134 leem 601(b)(32) of Regulation S-K
(“Item 601(b)(32)") promulgated under the Secusitict of 1933, as amended (the “Securities Actiid the Exchange Act. In accordance
with clause (ii) of Item 601(b)(32), this certiftban (A) shall not be deemed “filed” for purposdsSection 18 of the Exchange Act, or
otherwise subject to the liability of that sectiamd (B) shall not be deemed to be incorporatedfgrence into any filing under the Securities
Act or the Exchange Act, except to the extent thatCompany specifically incorporates it by refern

Date: November 8, 2012 /s/ William C. McCartney

William C. McCartney
Chief Financial Office

1




