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PART I. FINANCIAL INFORMATION

ITEM 1. Financial Statements

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

(Unaudited)
April 4, December 31,
2010 2009
ASSETS
CURRENT ASSETS
Cash and cash equivale $ 2521 % 258.2
Shor-term investment securitic 6.3 6.5
Trade accounts receivable, less allowance for daldatcounts of $9.6 million in 2010 and $7.5
million in 2009 196.2 181.c
Inventories, net
Raw materials 102.7 88.C
Work in proces: 24.2 36.5
Finished good 137.7 142.2
Total Inventories 264.¢ 266.7
Prepaid expenses and other as 23.€ 22.1
Deferred income taxe 36.1 35.4
Assets held for sal 11.2 11.5
Assets of discontinued operatic 12.1 23.1
Total Current Asset 802.¢ 804.¢
PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment, at c 442.F 454 ¢
Accumulated depreciatic (243.0 (248.9)
Property, plant and equipment, | 199.t 206.5
OTHER ASSETS
Goodwill 414.( 425.1
Intangible assets, n 143.¢ 151.2
Deferred income taxe 3.C 3.C
Other, ne 8.4 8.8
TOTAL ASSETS $ 15710 $ 1,599.:
LIABILITIES AND STOCKHOLDERS ' EQUITY
CURRENT LIABILITIES:
Accounts payabl $ 105.¢ % 102.:
Accrued expenses and other liabilit 110.¢ 105.¢
Accrued compensation and bene 36.7 45.¢
Current portion of lon-term debt 50.¢ 50.¢
Liabilities of discontinued operatiol 6.2 9.8
Total Current Liabilities 309.¢ 314.¢
LONG-TERM DEBT, NET OF CURRENT PORTIO 303.¢ 304.C
DEFERRED INCOME TAXES 40.2 43.C
OTHER NONCURRENT LIABILITIES 54.F 57.¢
STOCKHOLDERY EQUITY:
Preferred Stock, $0.10 par value; 5,000,000 shartsorized; no shares issued or outstan — —
Class A Common Stock, $0.10 par value; 80,000,0@0es authorized; 1 vote per share; issuec
outstanding, 29,601,475 shares in 2010 and 29,286&Bares in 20C 3.C 3.C
Class B Common Stock, $0.10 par value; 25,000,680es authorized; 10 votes per share; issued
and outstanding, 7,173,880 shares in 2010 and ,B893hares at 20( 0.7 0.7
Additional paic-in capital 397.2 393.7
Retained earning 455.] 452.]
Accumulated other comprehensive incc 6.9 30.1
Total Stockholder Equity 863.1 879.¢
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 15710 % 1,599.;

See accompanying notes to consolidated financssients.
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WATTS WATER TECHNOLOGIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(Amounts in millions, except per share information)
(Unaudited)

Net sales
Cost of goods sol
GROSS PROFI
Selling, general & administrative expen:
Restructuring and other char¢
OPERATING INCOME
Other (income) expens
Interest incomi
Interest expens
Other income, ne
Total other expens
INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TASS
Provision for income taxe
INCOME FROM CONTINUING OPERATION¢
Loss from discontinued operations, net of te

NET INCOME

BASIC EPS

Income (loss) per shar
Continuing operation
Discontinued operatior
NET INCOME

Weighted average number of shs

DILUTED EPS

Income (loss) per shar
Continuing operation
Discontinued operatior
NET INCOME

Weighted average number of shs

Dividends per shar

See accompanying notes to consolidated financ#tisients.

First Quarter Ended

April 4, March 29,
2010
3192 % 290.7
201.% 193.7
117.¢ 97.C
88.: 80.C
3.3 1.5
26.C 15.5
(0.2) (0.2)
5.2 5.€
(0.2) (0.5)
4.8 4.9
21.2 10.€
9.C 6.5
12.2 4.1
(4.1) (0.7)
8.1 $ 3.4
03: $ 0.11
(0.12) (0.02)
02z $ 0.0¢
37.1 36.€
0.3: $ 0.11
(0.11) (0.02)
02z $ 0.0¢
37.5 37.C
0.11 $ 0.11




Table of Contents

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

(Unaudited)

First Quarter Ended

April 4, March 29,
2010 2009
OPERATING ACTIVITIES
Net income $ 81 $ 3.4
Less: Loss from discontinued operations, net oé$ (4.1) (0.7)
Net income from continuing operatio 12.2 4.1
Adjustments to reconcile income from continuing r@bens to net cash provided by continuing
operating activities
Depreciatior 8.2 7.€
Amortization 3.4 3.2
Stocl-based compensatic 1.2 1.3
Deferred income taxe (2.3 (2.0
Other 0.1 0.1
Changes in operating assets and liabilities, neffetts from business acquisitions and
divestures
Accounts receivabl (19.9 9.t
Inventories (2.9 18.1
Prepaid expenses and other as 1.2 (3.9
Accounts payable, accrued expenses and otheiitied 5.2 (20.5)
Net cash provided by continuing operatis 4.7 18.C
INVESTING ACTIVITIES
Additions to property, plant and equipmi (6.9 (4.2
Proceeds from the sale of property, plant and eqeiy 0.2 0.2
Proceeds from the sale of securit 0.3 —
Other, ne — 1.1
Business acquisitions, net of cash acqu (0.5) (0.3)
Net cash used in investing activiti (6.8) (3.2)
FINANCING ACTIVITIES
Proceeds from lor-term deb — 0.3
Payments of lor-term deb! (0.2 (3.9
Payment of capital leas (0.4 (0.3
Proceeds from share transactions under employek glans — 0.1
Tax benefit of stock awards exercis (0.5) (0.4
Dividends (4.2 (4.
Net cash used in financing activiti (5.9 (8.2
Effect of exchange rate changes on cash and casvadnts (1.9 (0.9
Net cash used in operating activities of discorgthoperation (1.8 1.2
Net cash provided by investing activities of disthomed operation 5.1 —
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT (5.5 4.€
Cash and cash equivalents at beginning of 258.2 165.€
CASH AND CASH EQUIVALENTS AT END OF PERIOI $ 2527 $ 170.2
NON-CASH INVESTING AND FINANCING ACTIVI TIES
Issuance of stock under management stock purchias $ 21 % 1.t
CASH PAID FOR:
Interest $ 04 $ 0.€
Income Taxe: $ 67 $ 5.C

See accompanying notes to consolidated finan@#tsients.




Table of Contents

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

1. Basis of Presentation

The accompanying unaudited consolidated finant@ésments have been prepared in accordance witluatieg principles generally
accepted in the United States for interim finangifdrmation and with the instructions to Form 10a@d Article 10 of Regulation S-X.
Accordingly, they do not include all of the infortitan and footnotes required by accounting prin@menerally accepted in the United States
for complete financial statements. In the opimddmanagement, all adjustments (consisting of nbremurring accruals) considered
necessary for a fair presentation have been indludéhe Watts Water Technologies, Inc. (the Comgp&onsolidated Balance Sheet as of
April 4, 2010, the Consolidated Statements of Ofp@na for the first quarter ended April 4, 2010 dhd first quarter ended March 29, 2009,
and the Consolidated Statements of Cash Flow&ofitst quarter ended April 4, 2010 and the fipgarter ended March 29, 2009.

The balance sheet at December 31, 2009 has begadiffom the audited consolidated financial staeta at that date. The accounting
policies followed by the Company are describechin€ompany’s Annual Report on Form 10-K for theryaraded December 31, 2009. The
financial statements included in this report shdaddead in conjunction with the consolidated ficiahstatements and notes included in the
Annual Report on Form 10-K for the year ended Ddzeam31, 2009. Operating results for the interimqabpresented are not necessarily
indicative of the results to be expected for tharyending December 31, 2010.

The Company operates on a 52-week fiscal year gratirDecember 31st. Any first quarter data coeiin this Quarterly Report on
Form 10-Q generally reflects the results of operstifor a 13-week period. There were four additieraking days in the first quarter ended
April 4, 2010 than there were in the first quagaded March 29, 2009.

Certain amounts in the year December 31, 2009 hegg reclassified to permit comparison with the@prkesentation. These reclassificati
had no effect on reported results of operatiorstarkholders’ equity.

2. Accounting Policies

Estimates

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

Impairment of Goodwill and Lor-Lived Assets

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

North
America Europe China Total
(in millions)

Gross balance at January 1, 2010 $ 2104 % 228.f $ 7S $ 447.1
Accumulated impairment losses (22.0) — — (22.0
Net goodwill at January 1, 2010 188.4 228.¢ 7.6 425.1
Effect of change in exchange rates used fi

translation 0.3 (11.49) (11.0)
Gross balance at April 4, 201( $ 210.7 $ 2174 $ 7S $ 436.(
Accumulated impairment losses (22.0) — — (22.0
Net goodwill at April 4, 2010 $ 188.7 $ 2172 % 7€ $ 414.C

Goodwill is tested for impairment at least annualtynore frequently if events or circumstancesdaté that it is “more likely than not” that
goodwill might be impaired, such as a change inrfass conditions. The Company performs its annaadwill impairment assessment in-
fourth quarter of each year.

Intangible assets with estimable lives and othegillived 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 compaoistine 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 antasset recoverable, the impairment loss
recognized is the amount by which the carrying amotithe asset or asset group exceeds the redatadated fair value. Estimated fair va
is based on either discounted future pretax operatash flows or appraised values, depending onahee of the asset. The Company
determines the discount rate for this analysis dasethe weighted average cost of capital baseatle@market and guideline public compar
market for the related business and does not &idaterest charges to the asset or asset grong be@asured. Judgment is required to
estimate future operating cash flows.
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Intangible assets include the following:

April 4, 2010
Gross
Carrying Accumulated
Amount Amortization
(in millions)
Patents $ 171 $ (8.9
Customer relationshiy 106.1 (34.9
Technology 15.2 (4.5
Other 8.2 (5.6
Total amortizable intangible 146.€ (53.9)
Intangible assets not subject to amortiza 50.5 —
Total $ 196.¢ $ (53.9)

Aggregate amortization expense for amortized intdagssets for the first quarters of 2010 and 2088 $3.4 million and $3.2 million,
respectively. Additionally, future amortization exgse on amortizable intangible assets approxing®&&smillion for the remainder of 2010,
$12.7 million for 2011, $10.3 million for 2012, $Amillion for 2013 and $9.7 million for 2014. Am@ation expense is provided on a
straight-line basis over the estimated useful lvethe intangible assets. The weighted-averagairgny life of total amortizable intangible
assets is 9.8 years. Patents, customer relatiangbighnology and other amortizable intangiblesehagighted-average remaining lives of 7.9
years, 8.1 years, 14.9 years and 45.4 years, tdgggcintangible assets not subject to amort@atire comprised of trademar

Stock-Based Compensation

The Company maintains three stock incentive plameuwhich key employees and non-employee memli¢he Company’s Board of
Directors have been granted incentive stock optft8®s) and nonqualified stock options (NSOs) tochase the Company’s Class A
Common Stock. Only one plan, the 2004 Stock Ingerflan, is currently available for the grant ofvreqjuity awards. Stock options granted
under prior plans became exercisable over a fig-period at the rate of 20% per year and expirg/éars after the date of grant. Under the
2004 Stock Incentive Plan, options become exerldsaker a four-year period at the rate of 25% p=ryand expire ten years after the grant
date. ISOs and NSOs granted under the plans mayeharcise prices of not less than 100% and 508tedfair market value of the Class A
Common Stock on the date of grant, respectively. Thmpany’s current practice is to grant all opianhfair market value on the grant date.
The Company did not issue any options in the fjtetrter of 2010 or 2009.

The Company also grants shares of restricted $tok&y employees and non-employee members of thep@oy’s Board of Directors under
the 2004 Stock Incentive Plan, which vest eithenediately or over a three-year period at the ratme-third per year. The restricted stock
awards are amortized to expense on a straighblises over the vesting period. The Company didssote any restricted stock in the first
quarter of 2010 and issued 1,706 shares of restritock under the 2004 Stock Incentive Plan irfiteequarter of 2009.

The Company also has a Management Stock Purchaisetlt allows for the granting of restricted staoks (RSUs) to key employees. On
an annual basis, key employees may elect to reegpartion of their annual incentive compensatioREUs instead of cash. Each RSU
provides the key employee with the right to purehashare of Class A Common Stock at 67% of therfarket value on the date of grant.
RSUs vest annually over a three-year period froengtfant date. An aggregate of 2,000,000 shar€$ass A Common Stock may be issued
under the Management Stock Purchase Plan. The &ongranted 158,473 RSUs and 150,098 RSUs inrstegfiarters of 2010 and 2009,
respectively.

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

2010 2009
Expected life (years 3.0 3.C
Expected stock price volatilit 45.6% 45.(%
Expected dividend yiel 1.5% 2.2%
Risk-free interest rat 1.5% 1.4%

The above assumptions were used to determine tighted average grant-date fair value of RSUs of&ll2nd $8.14 in 2010 and 2009,
respectively.

A more detailed description of each of these stk stock option plans can be found in Note 13atehlto Consolidated Financial
Statements in the Company’s Annual Report on Fd#K for the year ended December 31, 2009.

Shipping and Handling

The Company'’s shipping costs included in sellireneyal and administrative expenses were $8.4 midlied $7.4 million for the first quarters
of 2010 and 2009, respectively.
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Research and Developme

Research and development costs included in setlieigeral and administrative expenses were $5.2m#ind $4.4 million for the first
quarters of 2010 and 2009, 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 betweefirthncial statement carrying amounts of existingets and liabilities and their respective
tax bases and operating loss and tax credit carwairds. Deferred tax assets and liabilities arasaeed 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 includesdghactment date.

New Accounting Standart

In October 2009, the Financial Accounting Stand&dard (FASB) issued an accounting standard ugdataprove disclosures related to
value measurements. This update requires newodig@s when significant transfers in and out ofvidngous fair value levels occur. This
update requires a reconciliation for fair value sm@aments using significant unobservable inputs(l8) be prepared on a gross basis,
separately presenting information about purchasdss, issuance and settlements. In additionufidate amends current disclosure
requirements for postretirement benefit plan assekés update is effective for interim and annpliods beginning after December 15, 2(
except for disclosures regarding level 3 fair vaheasurements. Those disclosures are effectivisst@al years beginning after December 15,
2010, and for interim periods within those fiscahys. Adoption of this standard did not have aenmgtimpact on the Company’s
consolidated financial statements.

3. Discontinued Operations

In September 2009, the Company’s Board of Direchprzroved the sale of its investment in Watts Vé@@eangsha) Co., Ltd. (CWV). CWV
is a manufacturer of large diameter hydraulic-aetidutterfly valves for thermo-power and hydro-powlants, water distribution projects
and water works projects in China. Managementradeted that CWVs business no longer fit strategically with the @amy. The Compar
completed the sale of CWV in January 2010. See Mot®r further information related to CWV.

During 2009, the Company evaluated the classificatif the assets and liabilities of CWV and conelilithat the net assets qualified as
discontinued operations. The Company evaluatefaihgalue (less cost to sell) of the net ass€SWV and recorded an estimated pre-tax
non-cash loss of approximately $8.5 million in thied quarter of 2009, based on the final agreemsétht the buyer. The Company concluded
that the future cash flows associated with CWV widug completely eliminated from the continuing @iens of the Company. As such, the
Company classified CWV'’s result of operations amellbss from the disposition as discontinued ojmratfor all periods presented.

In May 2009, the Company liquidated its TEAM PremisPipework, Ltd. ( TEAM) business, located in Ammhord, U.K. TEAM custom
designed and manufactured manipulated pipe andtbbs®y assemblies and served the heating, vaotilaind air conditioning and
automotive markets in Western Europe. Managemetetchined the business no longer fit strategioaiti the Company and that a sale of
TEAM was not feasible. On May 22, 2009, the Conypappointed an administrator for TEAM under the tddiKingdom Insolvency Act of
1986. During the administration process, the adtrator had sole control over, and responsibftity TEAM'’s operations, assets and
liabilities. The Company deconsolidated TEAM wlike administrator obtained control of TEAM. Thecdnsolidation resulted in the
recognition of a $18.0 million pre-tax non-cashslas the second quarter of 2009. The Company atedithe operations of TEAM and
determined that it would not have a continuing iement in TEAM'’s operations and cash flows. A®sult of the loss of control, TEAM’s
cash flows and operations were eliminated froncth&inuing operations of the Company. As suchQGbmpany classified TEAM'’s results
of operations and the loss from deconsolidatiodissontinued operations for all periods presented.

Discontinued operating expense for 2010 includesstimated reserve in connection with the UnitexteSt Foreign Corrupt Practices Act
(FCPA) investigation at CWV (see Note 12), legadtsassociated with the FCPA investigation andsa ém sale of CWV. The discontinued
operating expense for 2009 are related to the tipesaof TEAM and CWV and legal costs associatetth wie now concluded James Jones
Litigation. See Note 15 of the Company’s AnnuapB® on Form 10-K for the year ended December 8092for a detailed description of
the James Jones Litigation.
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Condensed operating statements for discontinuedhtipes are summarized below:

First Quarter Ended

April 4, March 29,
2010 2009
(in millions)
Operating los— TEAM $ — $ (0.9
Operating los— CWV — (0.9
Loss on sal— CWV (0.3 —
Costs and expens— FCPA investigation (CWV (5.6) —
Costs and expens- Municipal Water Grouj — (0.2
Loss before income tax (5.7) (0.9
Income tax benef 1.€ 0.2
Loss from discontinued operations, net of tz $ 40 $ 0.7)
Revenues reported in discontinued operations af@laws:
First Quarter Ended
April 4, March 29,
2010 2009
(in millions)
Revenue— CWV $ — $ 2.8
Revenue— TEAM — 1.t
Total revenue— discontinued operatior $ — $ 2
The carrying amounts of major classes of assetdiaitities associated with discontinued operasiane as follows:
April 4, December 31
2010 2009
(in millions)
Accounts receivabl $ — $ 4.2
Inventories — 4.2
Prepaid expenses and other as 11 2.3
Property, plant & equipment, n — 1.3
Deferred income taxe iLE 1.8
Intangible asset — 1.t
Income taxes receivab 9.k 7.8
Assets of discontinued operatic $ 121 $ 23.1
Accounts payabl $ — $ 2.1
Accrued expenses and other liabilit 6.2 7.2
Deferred taxes payab — 0.t
Liabilities of discontinued operatiol $ 62 $ 9.8

4. Financial Instruments and Derivatives Instrumens

The Company measures certain financial assetsaitities at fair value on a recurring basis, irdihg auction rate securities, foreign

currency derivatives, deferred compensation plaetasand related liability, and metal derivativHse fair value of these certain financial

assets and liabilities was determined using tHevahg inputs at April 4, 2010:

Fair Value Measurements at Reporting Date Usint:

Quoted Prices in Active

Markets for Identical Significant Other Observable

Significant Unobservable

Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
(in millions)

Assets
Trading securities (1 $ 6.2 $ — 3 — 3 6.3
Plan asset for deferred compensati

(2 3.2 3.2 — —
Total asset $ 9.5 $ 32 % — $ 6.3
Liabilities
Foreign currency derivatives ( $ 07 $ — 3 07 $ —
Plan liability for deferred

compensation(4 3.2 3.2 — —

o
~l
©

Total liabilities $ 32 $ 3.2 $




(1) Included in short-term investment securitiagltre Company’s consolidated balance sheet.
(2) Included in other, net on the Company’s comzdéd balance sheet.
(3) Included in accrued expenses and other liadslibn the Company’s consolidated balance sheet.

9
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(4) Included in other noncurrent liabilities on #Bempany’s consolidated balance sheet.

The table below provides a summary of the changésiri value of all financial assets measured iat@ue on a recurring basis using
significant unobservable inputs (Level 3) for tlexipd December 31, 2009 to April 4, 2010.

Total realized and unrealized gains

Balance Purchases. (losses) included in:
December 31 sales, Comprehensive Balance
2009 settlements, net Earnings income April 4, 2010
(in millions)
Trading securitie: $ 6.5 $ 0.29) $ — % — 3 6.3

Trading securities comprise illiquid auction rageusrities (ARS) and rights issued by UBS, AG (UB$he Company holds a variety of
interest bearing ARS including $4.5 million in mcipial bonds and $0.7 million in student loans atil¥p 2010. The Company elected to
participate in a settlement offer from UBS for@flithe outstanding ARS investments. Under the seofrthe settlement offer, the Company
was issued rights by UBS entitling the holder tguiee UBS to purchase the underlying ARS at panevaluring the period from June 30,
2010, through July 2, 2012. The rights, valuefilal million at April 4, 2010, also entitle UBS parchase or sell the ARS at any time from
the settlement date, in which case UBS would baired to pay par value for the ARS.

While the Company continues to earn interest )0ARS investments, these investments are not clyreating and therefore do not
currently have a readily determinable market value.

The Company used a discounted cash flow modelteymée the estimated fair value of its investmamRS and investments in UBS rigl
as of April 4, 2010. The assumptions used in piagahe discounted cash flow model include estiméde interest rates, credit quality of the
ARS issuer, timing and amount of cash flows, gorent guarantees related to student loans and geeted holding periods of the ARS.
Based on this assessment of fair value, the Comginyot record any fair value adjustments in fh& fluarter of 2010. The Company
recorded a credit of approximately $0.4 milliorotber (income) expense in the consolidated stateofeyperations for its investment in Al
in the first quarter of 2009. The Company perfadraevaluation of the ARS with the rights from UBBhe Company determined the value
the rights based upon the difference between th8 wihout the rights and the ARS with the rightBased on this assessment of fair value,
the Company did not record any fair value adjustsienthe first quarter of 2010. The Company reedrd charge of approximately $0.6
million to other (income) expense in the first geaiof 2009.

Cash equivalents consist of instruments with remgimaturities of three months or less at the dapurchase and consist primarily of
money market funds, for which the carrying amosrd reasonable estimate of fair value.

The Company used financial instruments to enhasaability to manage risk, including foreign curcgrand commaodity pricing exposures,
which exist as part of its ongoing business openati The use of derivatives exposes the Compaogunterparty credit risk for
nonperformance and to market risk related to chamgeurrency exchange rates and commaodity prides.Company manages its exposure
to counterparty credit risk through diversificatiohcounterparties. The Company’s counterpartiegeitivative transactions are substantial
commercial banks with significant experience usingh derivative instruments. T he impact of marleit on the fair value and cash flows of
the Company’s derivative instruments is monitored the Company restricts the use of derivativenioia instruments to hedging activities.
The Company does not enter into contracts for tigagurposes nor does the Company enter into artyamis for speculative purposes. The
use of derivative instruments is approved by semanagement under written guidelines.

The Company has exposure to a number of foreigreray rates, including the Canadian Dollar, theoztive Chinese Yuan and the British
Pound. To manage this risk, the Company geneuskg a layering methodology whereby at the endiptaarter, the Company has
generally entered into forward exchange contragtéch hedge approximately 50% of the projectedrotmpany purchase transactions for
the next twelve months. The Company uses thisesjyefor the purchases between Canada and thefor purchases between the Euro zone
and the U.S., and for purchases between the Eur® aod the United Kingdom. The average volumepofracts can vary but generally
approximates $9 to $12 million in open contractthatend of any given quarter. At April 4, 201 Company had contracts for notional
amounts aggregating approximately $9.0 millionty karious currencies. The Company accounts ffdhvard exchange contracts as an
economic hedge. Realized and unrealized gainsoasds on the contracts are recognized in otheorfie) expense in the consolidated
statement of operations. During the quarters edgeid 4, 2010 and March 29, 2009, the Company rdedrunrealized gains of $0.2 million
and $0.4 million, respectively, on foreign curremgyivatives contracts. These contracts do noestitie Company to significant market risk
from exchange movement because they offset gathéoases on the related foreign currency denomdéh@insactions.

Fair Value

The carrying amounts of cash and cash equivalehtst-term investments, trade receivables and {pagiables approximate fair value
because of the short maturity of these financistriiments.

The fair value of the Company’s 4.87% senior noli@s 2010, 5.47% senior notes due 2013 and 5.85kr sertes due 2016 is based on a
discounted cash flow model using like industrialnp@anies, the Company’s credit metrics, the Comasige, as well as,
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current market demand. The fair value of the Comgsavariable rate debt approximates its carryingi@aThe carrying amount and the
estimated fair market value of the Company’s loaigrt debt, including the current portion, are akfes:

April 4, December 31,
2010 2009
(in millions)
Carrying amoun $ 3548 $ 354.¢
Estimated fair valu $ 3647 $ 360.¢

5. Restructuring and Other Charges

The Companys Board of Directors approves all major restructyiprograms that involve the discontinuance of povdines or the shut dov
of facilities. From time to time, the Company taleelditional restructuring actions including inutiary terminations that are not part of a
major program. The Company accounts for theseséoghe period that the individual employees afied or the liability is incurred.
These costs are included in restructuring and atharges in the Company’s consolidated statemémpgearations. The Company also
includes as part of other charges expense assteidte asset impairments. See Note 4 of the Coipafnnual Report on Form 10-K for
the year ended December 31, 2009, for a detailscrigition of the 2009 and 2010 actions. A summdithe pre- tax cost by restructuring
program is as follows:

First Quarter

Ended

April 4,

2010

(in millions)

2009 Actions $ 0.8
2010 Actions 2.€
Other Actions 0.1
Total $ 3.€

The Company recorded net pre-tax restructuringcdher charges in its business segments as follows:

First Quarter

Ended

April 4,

2010

(in millions)

North America $ 0.5
Europe 3.C
China 0.3
Total $ 3.6

The first quarter charges for 2010 of $3.8 millmmsist of approximately $2.0 million related teoluntary termination benefits, $0.7
million for accelerated depreciation for manufaotgroperations, which was charged to cost of saled,$0.2 million for other costs all
associated with the 2010 actions. Additionally, @ompany recorded $0.3 million related to invadumtermination benefits and $0.5 milli
for relocation expenses associated with the 2068rec The remaining costs related to involuntarmination benefits which were not part
of a previously announced restructuring plan.

The Company recorded a tax charge approximatirg iilion in the quarter ended April 4, 2010 forés on the expected repatriation of
prior earnings of a Chinese subsidiary which ithi process of being sold.

The following table summarizes the total estimatezttax charges expected, incurred and remainiegfoothe footprint consolidation-
restructuring program initiated in 2009 by the Camy's reportable segments:

Total Expected Incurred through Remaining Costs at
Reportable Segment Costs April 4, 2009 April 4, 2010
(in millions)
North America $ 27 $ 13 $ 1.4
China 9.C 8.8 0.2
Total $ 11.7 $ 10.1 $ 1.€
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Details of the Company’s 2009 footprint consolidatrestructuring program for the first quarter 62 are as follows:

Asset
write- Facility exit
Severance downs and other Total
(in millions)
Balance at December 31, 2C $ $ — $ — 3 —
Net pre-tax restructuring charge 0.2 — 0.5 0.8
Utilization (0.9 — (0.5) (0.9
Balance at April 4, 201 $ — % — % — ¢ —
The following table summarizes expected, incurned l@@maining costs for 2009 restructuring actionsype:
Asset write- Facility exit and
Severance downs other Total
(in millions)
Expected cost $ 32 $ 52 $ 33 % 11.7
Costs incurre—2009 1.8 7.4 0.1 9.3
Costs incurre— quarter ended April 4, 201 0.2 — 0.5 0.8
Balance at April 4, 201 $ 1.1 $ 22 $ 27 $ 1.€

The following table summarizes the total estimaisgitax charges expected, incurred and remainiagfoothe 2010 footprint consolidation-
restructuring program by the Company’s reportabmsents:

Total Expected Incurred through Remaining Costs at
Reportable Segment Costs April 4, 2010 April 4, 2010
(in millions)
Europe $ 125 % 75 % 5.0

Details of the Company’s 2010 footprint consolidatrestructuring program for the first quarter 6.2 are as follows:

Asset
write- Facility exit
Severance downs and other Total
(in millions)

Balance at December 31, 2C $ 42 $ — 3 — $ 4.2
Net pre-tax restructuring charge 2.C 0.7 0.2 2.8
Utilization and foreign currenc 0.9 (0.7 (0.2 (1.2
Balance at April 4, 201 $ 5¢ § — $ — 5.6

The following table summarizes expected, incurned @maining cost for 2010 restructuring actiongype:

Asset write- Facility exit and
Severance downs other Total
(in millions)
Expected cost $ 75 % 16 $ 34 $ 12.F
Costs incurre—2009 4.2 — 0.4 4.€
Costs incurre— quarter ended April 4, 201 2.C 0.7 0.2 2.¢
Remaining costs at April 4, 20: $ 13 % 09 §$ 28 §$ 5.C
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6. Earnings per Share

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

For the First Quarter Ended April 4, 2010

Income (loss) Shares Per Share
(Numerator) (Denominator) Amount
(amounts in millions, except per share amounts
Basic EPS
Income (loss) per shar
Continuing operation $ 12.2 371 $ 0.3¢
Discontinued operatior 4.7 (0.17)
Net income $ 8.1 $ 0.22
Effect of dilutive securitie
Common stock equivalen 0.2
Diluted EPS
Income (loss) per shar
Continuing operation $ 12.2 $ 0.3:
Discontinued operatior 4.7 (0.17)
Net income $ 8.1 37 $ 0.2Z

Options to purchase 0.7 million shares of Classof@on Stock were outstanding during the first qerast 2010 but were not included in
computation of diluted EPS because to do so woeldrii-dilutive.

For the First Quarter Ended March 29, 2009

Income Shares Per Share
(Numerator) (Denominator) Amount
(amounts in millions, except per share amounts
Basic EPS
Income (loss) per shar
Continuing operation $ 4.1 36.¢ $ 0.11
Discontinued operatior (0.7 (0.02)
Net income $ 3.4 $ 0.6
Effect of dilutive securitie
Common stock equivalen 0.1
Diluted EPS
Income (loss) per shar
Continuing operation $ 4.1 $ 0.11
Discontinued operatior (0.9 (0.02)
Net income $ 3.4 37.C % 0.0¢

Options to purchase 0.8 million shares of Classof@on Stock were outstanding during the first qerast 2009 but were not included in
computation of diluted EPS because to do so woeldrti-dilutive.
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7. Segment Information

The Company operates in three geographic segniéoith America, Europe, and China. Each of thesensegs is managed separately and
has separate financial results that are reviewatid{ompany’s chief operating decision-maker.idtbtrcompany sales transactions have
been eliminated. Sales by region are based upatidocof the entity recording the sale. The accimgnpolicies for each segment are the s
as those described in the summary of significaobawting policies.

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

First Quarter Ended

April 4, March 29,
2010 2009
(in millions)
Net Sales
North America $ 198t $ 177.5
Europe 116.5 108.2
China 4.3 5.C
Consolidated net sals $ 319.2 % 290.5
Operating income (los!
North America $ 27€ % 14.t
Europe 10.€ 9.¢
China (1.1 (0.2)
Subtotal reportable segmel 37.1 24.2
Corporate (*) (11.) (8.7
Consolidated operating incor 26.C 15t
Interest incomi 0.2 0.2
Interest expens (5.2 (5.6)
Other 0.2 0.t
Income from continuing operations before incomes $ 21z % 10.€
Identifiable Asset:
North America $ 799.¢ $ 790.2
Europe 666.1 675.¢
China 93.2 96.1
Discontinued operatior 12.1 52.¢
Consolidated identifiable asst $ 15710 $ 1,615.(
Long-Lived Assets
North America $ 8l€ $ 90.t
Europe 101.¢ 101.¢
China 16.C 31.¢
Consolidated lor-lived asset: $ 199.5 $ 224.2
Capital Expenditure
North America $ 32 % 1.7
Europe 3.t 2.2
China 0.1 0.2
Consolidated capital expenditut $ 6.6 $ 4.2
Depreciation and Amortizatic
North America $ 432 % 4.3
Europe 6.8 5.€
China 0.5 0.¢
Consolidated depreciation and amortiza $ 1€ $ 10.¢

* Corporate expenses are primarily for compensatipemse, internal controls costs, professional fieet)ding legal and audit expens
shareholder services and benefit administratiotscd$iese costs are not allocated to the geogragliments as they are viewed as
corporate functions that support all activities.

The above operating segments are presented orisacbasistent with the presentation included inGloenpany’s December 31, 2009
consolidated financial statements included in itm#al Report on Form -K.
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The North American segment includes U.S. net s#1&4.81.1 million and $164.4 million for the firgtiarters of 2010 and 2009, respectively.
The North American segment also includes U.S. llorep assets of $75.3 million and $84.5 millionAgdril 4, 2010 and March 29, 2009,
respectively.

Intersegment sales for the first quarter of 20kQNorth America, Europe and China were $1.0 milli$2.1 million and $24.5 million,
respectively. Intersegment sales for the firgtrtgr of 2009 for North America, Europe and Chireen$1.1 million, $1.9 million and $26.3
million, respectively.

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, 20C $ 5le $ (215 $ 30.1
Change in period (23.9) 0.€ (23.2)
Balance April 4, 2010 $ 276 $ (20.9 $ 6.C
Balance December 31, 20 $ 252 $ (25.2) $ 0.2
Change in perio (13.2) 0.8 (12.9
Balance March 29, 20C $ 12z $ (249 $ (2.3

Accumulated other comprehensive income (loss)enctimsolidated balance sheets as of April 4, 2@80March 29, 2009 consists primarily
of cumulative translation adjustments and pensidsted prior service costs and net actuarial Id$e Company'’s total comprehensive
income was as follows:

First Quarter Ended

April 4, March 29,
2010 2009
(in millions)
Net income $ 81 $ 34
Foreign currency translation and pension adjusts (23.9) (12.9
Total comprehensive lo $ (15.0 $ 9.9

9. Debt

The Company’s revolving credit facility provides foulti-currency unsecured borrowings and standetters of credit of up to $350.0

million and expires in April 2011. Borrowings owstling under the revolving credit facility beareirgst at a fluctuating rate per annum equal
to an applicable percentage equal to (i) in the adis€urocurrency rate loans, the British Bankessdkiation LIBOR rate plus an applicable
percentage of 0.625%, which is determined by refsg¢o the Company’s consolidated leverage rati@ij)dn the case of base rate loans and
swing line loans, the higher of (a) the federaldsinate plus 0.5% and (b) the rate of interesffacefor such day as announced by Bank of
America, N.A. as its “prime rate.” The revolvingedit facility includes operational and financiabemants customary for facilities of this
type, including, among others, restrictions on iddal indebtedness, liens and investments andtereance of certain leverage ratios. As of
April 4, 2010, the Company was in compliance witttavenants related to the revolving credit fagilhad $315.3 million of unused credit
under the revolving credit facility and $34.7 nalii of stand-by letters of credit outstanding onétgolving credit facility. Due primarily to

the consolidated leverage ratio, the Company cbatdow approximately $127.0 million, as of April2010, under the existing facility,
excluding the stand-by-letters of credit, beforediuld violate a covenant. The Company is curyeméigotiating a new revolving credit
facility with its relationship banks and expectdve an agreement finalized before the end o$¢lsend quarter of 2010.

The Company is a party to several note agreemeritgther detailed in Note 11 of Notes to ConsdbdaFinancial Statements of the Annual
Report on Form 16 for the year ended December 31, 2009. Theseawtements require the Company to maintain a fkedge coverag
ratio of consolidated EBITDA plus consolidated rerpense during the period to consolidated fixemtgds. Consolidated fixed charges are
the sum of consolidated interest expense for thiegand consolidated rent expense. As of AprR@1.0, the Company was in compliance
with all the covenants.

The Company has $50.0 million in senior unsecudsimaturing on May 17, 2010 and expects to uaisdle cash to repay these existing
notes. See Note 12 for discussion of a new deleeagent.

10. Contingencies and Environmental Remediation

As disclosed in Part I, Item 1, “Product Liabilignvironmental and Other Litigation Matters” of t@empany’s Annual Report on Form kKO-
for the year ended December 31, 2009, the Commaaarty to certain litigation, have conductednaestigation regarding information tr



employees of CWV made payments to employees d&-stahed agencies and whether such payments matesible Foreign Corrupt
Practices Act, and the Company is engaged in cegtarironmental remediation. There have been no
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material developments with respect to its contimigshand environmental remediation proceedingsduhe first quarter ended April 4, 2C
except as discussed in Note 12 regarding the F@Rdstigation.

11. Employee Benefit Plans

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

The components of net periodic benefit cost arfelémvs:

First Quarter Ended

April 4, March 29,
2010 2009
(in millions)
Service co—Dbenefits earne $ 11 $ 1.1
Interest costs on benefits obligati 1.4 .3
Expected return on asst (1.5 (2.0
Prior service costs and net actuarial loss amdiciz: 0.7 0.8
Net periodic benefit co: $ 17 2.2

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

First Quarter Ended
April 4, March 29,
2010 2009
(in millions)

Employer contribution: $ 2€ $ 1.€
The Company expects to contribute approximatel$ #illion for the remainder of 2010.
12. Subsequent Events

On May 5, 2010, the Company entered into an agreewi¢h various investors to issue senior unsecuads totaling $75.0 million at
5.05%, with principal due in 10 years. The Compeaxpects the transaction to close in June 2010.

On May 4, 2010, the Company declared a quartevigleind of eleven cents ($0.11) per share on eatdtanaling share of Class A Common
Stock and Class B Common Stock.

On April 16, 2010 the Company completed the actjaisiof Blue Ridge Atlantic Enterprises (BRAE) irshare purchase transaction for
approximately $0.5 million plus an earn-out agreenvath a maximum potential payment of $4.8 millitmee years from the purchase date.
BRAE is a leading provider of engineered rain wai@vesting solutions and addresses the commeirgilaistrial and residential markets.
BRAE's rain water harvesting systems are an intquaet of the Green movement to conserve watercandcontribute up to 30% of
Leadership in Energy and Environmental Design (LER®&Ints available for Green buildings. BRAE hadiaal revenues of approximately
$2.0 million in 2009. The BRAE acquisition exparide Company’s portfolio of drain products.

In March 2010, in connection the Company’s manufidesg footprint consolidation, the Company closkd tperations of Tianjin Watts

Valve Company LTD. (TWVC) and relocated its mantdising to other facilities. On April 12, 2010, t@®@mpany signed a definitive equity
transfer agreement with a third party to sell gsity ownership and remaining assets of TWVC. Tdle & expected to be finalized before the
end of 2010, subject to receiving all applicableeyoment approvals. The Company expects to recaveroceeds of $5.9 million from the
sale.

As previously disclosed in prior periodic reportsieorm 10-K and Form 10-Q, the Company conducteidaestigation into payments made
by employees of CWV to individuals associated wgiiite-owned agencies that may violate the FCPA Ad¢mpany voluntarily disclosed
this matter to the Securities and Exchange ComangdS8EC) and the Department of Justice (DOJ). Gtvmpany had engaged in
negotiations with the staff of the SEC and DOJesoive potential violations of the FCPA relatinghese payments. Those negotiations |
reached a stage at which the Company was ablditoads a probable pre-tax charge in connection thilse matters of approximately $5.3
million, which amount includes estimated disgorgatrad profits and interest. This has been refledatettie Company’s results for the first
quarter ended April 4, 2010. The Company has rexbthis charge, net of tax, in discontinued openatias these potential violations
pertained to CWV, which had been classified asaisoued operations in 2009. There is currenthdafinitive agreement with the SEC staff
or DOJ for the resolution of this matter, includingh respect to any disgorgement of profits oeiest payment, and any agreement will be
subject to the approval by the Commissioners ofSBE and senior DOJ personnel. Therefore, therdearo assurance that the Company’s
negotiations with the SEC staff and DOJ will resula final resolution, and the amount of the lopsn final disposition of these matters may
exceed the Company’s current estimate.
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Item 2. Managements Discussion And Analysis Of Financial Condition Ad Results Of Operations

Overview

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

We operate on a 52-week fiscal year ending on Dbee®l. Any first quarter ended data containetthim Quarterly Report on Form 10-Q
reflects the results of operations for the appled!3-week period ended. There were four additiermaking days in the first quarter ended
April 4, 2010 than there were in the first quagaded March 29, 2009.

We are a leading supplier of products for use énvtiater quality, water safety, water flow controtlavater conservation markets in both
North America and Europe with a presence in Asta.dver 135 years, we have designed and manufactuoglucts that promote the comf
and safety of people and the quality and consemvatf water used in commercial and residentialiappbns. We earn revenue and income
almost exclusively from the sale of our productar @rincipal product lines include:

« water quality products, including backflow prevastand check valves for preventing reverse flovhimitvater lines and fire
protection systems and point-of-use and point-dfyerwater filtration and reverse osmosis systemd@ith commercial and residential
applications;

» awide range of water pressure regulators for bothmercial and residential applications;
 drainage products for industrial, commercial, mammd residential applications;

» water supply products for commercial and residéatiplications;

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

» thermostatic mixing valves for tempering water dmenercial and residential applications;

» systems for under-floor radiant applications andraulic pump groups for gas boiler manufacturesr@mewable energy
applications, including solar and heat pump comealkages; and

 flexible stainless steel connectors for natural lEgudd propane gas in commercial food service asidential applications.

Our business is reported in three geographic segmiEonrth America, Europe and China. We distribtmte products through three primary
distribution channels: wholesale, do-it-yourselfYDand original equipment manufacturers (OEMsjetast rates have an indirect effect on
the demand for our products due to the effect satds have on the number of new residential andweneial construction starts and
remodeling projects. All three of these activitiese an impact on our levels of sales and earnfgsdditional factor that has had an effect
on our sales and operating income is fluctuaticimiaign currencies, as a portion of our sales@arthin portions of our costs, assets and
liabilities are denominated in currencies othenttiee U.S. dollar.

During the first quarter of 2010, organic saleséased by 6.7% over the first quarter of 2009,igirtdue to the additional four working de
in the first quarter of 2010 mentioned previousty gartially due to increased per day sales volufités was our first organic sales increase
since the third quarter of 2008. Sales into thetfiNAmerican wholesale and retail markets increasgdnically by 9.2% and 13.5%,
respectively, and wholesale sales in Europe ineckasganically by approximately 3%. We believe Heyers of the increase in sales is the
upturn in the repair and remodeling markets in lbéhU.S. and Europe, some minor restocking irretesl channels, new product
introductions and improvements in the residentiahl building market. The comparative sales volumesiase drove better plant absorption
in many of our facilities and, along with produdtinitiatives through Lean and Six Sigma prineig] drove improved incremental gross
margin and operating margin performance as compart first quarter of 2009. Foreign currencyveraents, mainly related to the
strengthening of the euro and Canadian dollar agéie U.S. dollar, positively impacted our firstagter diluted earnings by $0.02 as
compared to the first quarter of 2009. The U.$nme@rcial marketplace continues to be weak and weotiforesee a pickup in this end
market during 2010.

We believe that the factors relating to our futgrewth include the demand for clean water arouedabrld, regulatory requirements relating
to the quality and conservation of water, continaetbrcement of plumbing and building codes, odlitgtio grow organically in select
attractive market segments, the successful coroplefi selective acquisitions, both in our core metslas well as in new complementary
markets, and a healthy economic environment. We bampleted 33 acquisitions since divesting odugtrial and oil and gas business in
1999. Our acquisition strategy focuses on busirsetbsg manufacture preferred brand name produatsattdress our themes of water quality,
water conservation, water safety and water flowtr@brand related complementary markets. We targsingsses that will provide us with ¢
or more of the following: an entry into new markets increase in shelf space with existing custspreenew or improved technology or an
expansion of the breadth of our water quality, wataservation, water safety and water flow conproiducts for the residential and
commercial construction markets.



Products representing a majority of our sales algest to regulatory standards and code enforcemérith typically require that these
products meet stringent performance criteria. Tiogietvith our commissioned manufacturers’ represems, we have
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consistently advocated for the development andreafent of such plumbing codes. We are focusedantaining stringent quality control
and testing procedures at each of our manufactdaicitities in order to manufacture products in g@bisnce with code requirements and take
advantage of the resulting demand for compliantipets. We believe that the product developmentlymrbtesting capability and investment
in plant and equipment needed to manufacture ptedacompliance with code requirements, repreadydrrier to entry for competitors. We
believe there is a demand among consumers for ptetn ensure water quality, which creates grovgipootunities for our products.

We require substantial amounts of raw materiafgéaluce our products, including bronze, brass, icast steel and plastic, and substantially
all of the raw materials we require are purchasenhfoutside sources. The commodity markets, paatity copper, have experienced
tremendous volatility over the past several ye&@nze and brass are copper-based alloys. Thepsipetof copper during the first quarter of
2010 increased approximately 7.3% from DecembeBBQ9. We typically carry several months of invepton-hand primarily due to the
significant extent of our international sourcing.

Historically, we have faced a risk relating to ability to deal effectively with increases in ravatarial costs. We manage this risk by
monitoring related market prices, working with cuppliers to achieve the maximum level of stabilityheir costs and related pricing,
seeking alternative supply sources when necegsarghasing forward commitments for raw materialsewavailable, implementing cost
reduction programs and passing increases in cogts @ur customers.

Another risk we face in all areas of our businessoimpetition. We consider brand preference, eeging specifications, code requirements,
price, technological expertise, delivery times aneadth of product offerings to be the primary cetitfwe factors. As mentioned previously,
we believe that the product development, prodistirtg capability and investment in plant and equptmeeded to manufacture products in
compliance with code requirements represent adsaoientry for competitors. We are committed tonm@ning our capital equipment at a
level consistent with current technologies, andgtive expect to spend approximately $31.0 millio2G40.

In 2009, our Board of Directors approved the séleun Watts Valve (Changsha) Co., Ltd. (CWV) sulmig We also | iquidated our TEAM
Precision Pipework, Ltd. (TEAM) subsidiary througih administration process under the United Kingdmm as more fully described in
Note 3 of Notes to Consolidated Financial Statesénte classified have CWs and TEAM's results of operations and any reldtssges as
discontinued operations for all periods presentethis report.

Recent Developments

On May 5, 2010, we entered into an agreement véatious investors to issue senior unsecured noteknim $75.0 million at 5.05%, with
principal due in 10 years. We expect the transadticclose in June 2010.

On May 4, 2010, we declared a quarterly dividendle¥en cents ($0.11) per share on each outstastiarg of Class A Common Stock and
Class B Common Stock.

On April 16, 2010, we completed the acquisitiorBafe Ridge Atlantic Enterprises (BRAE) in a shaueghase transaction for approximately
$0.5 million plus an earn-out agreement with a mmaxin potential payment of $4.8 million three yeaof the purchase date. BRAE is a
leading provider of engineered rain water harvgssiolutions and addresses the commercial, induatréhresidential markets. BRAE's rain
water harvesting systems are an integral parteo@reen movement to conserve water and can cotgrilputo 30% of Leadership in Energy
and Environmental Design (LEED) points available@veen buildings. BRAE had annual revenues of @pprately $2.0 million in 2009.
The BRAE acquisition expands our portfolio of draioducts.

In March 2010, in connection with our manufacturfogtprint consolidation, we closed the operatioh$ianjin Watts Valve Company LTD.
(TWVC) and relocated its manufacturing to otheilites. On April 12, 2010, we signed a definitieguity transfer agreement with a third
party to sell our equity ownership and remainingets of TWVC. The sale is expected to be finalizefibre the end of 2010, subject to
receiving all applicable government approvals. \kgeet to receive net proceeds of approximately $&lBon from the sale.

We completed the sale of CWV in January 2010. Avipusly disclosed in prior periodic reports onidk0-K and Form 10-Q, we
conducted an investigation into payments made hyl@yaes of CWYV to individuals associated with staaned agencies that may violate
United States Foreign Corrupt Practices Act (FCPW)e voluntarily disclosed this matter to the Sé@s and Exchange Commission (SEC)
and the Department of Justice (DOJ). We have eatjagnegotiations with the staff of the SEC andJQ@resolve potential violations of the
FCPA relating to these payments. Those negotisti@ve reached a stage at which we were ableitoatsta probable pre-tax charge in
connection with these matters of approximately $8ilBon, which amount includes estimated disgorgeiof profits and interest. This has
been reflected in our results for the first quaeteded April 4, 2010. We have recorded this chargeof tax, in discontinued operations as
these potential violations pertained to CWV, whigtd been classified as discontinued operation®® 2There is currently no definitive
agreement with the SEC staff or DOJ for the resmubf this matter, including with respect to anggbrgement of profits or interest
payment, and any agreement will be subject to pipecval by the Commissioners of the SEC and sdD@# personnel. Therefore, there can
be no assurance that our negotiations with the S&f€and DOJ will result in a final resolution,dathe amount of the loss upon final
disposition of these matters may exceed our cugstirtnate.
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Results of Operations
First Quarter Ended April 4, 2010 Compared to FirstQuarter Ended March 29, 2009

Net Sales Our business is reported in three geographic satgnNorth America, Europe and China. Our netssaleach of these segments
for each of the first quarters of 2010 and 2009%wae follows:

First Quarter Ended First Quarter Ended % Change to
April 4, 2010 March 29, 2009 Consolidated
Net Sales % Sales Net Sales % Sales Change Net Sales
(dollars in millions)
North America $ 198.t 62.2% $ 177.5 61.1% $ 21.C 7.2%
Europe 116.5 36.5 108.2 37.2 .2 2.8
China 4.3 1.3 5.C 1.7 (0.7 (0.2
Total $ 319.c 100% $ 290.7 10(% $ 28.€ 9.8%

The increase (decrease) in net sales in each difithe geographic segments is attributable todhewing:

Change Change
As a % of Consolidated Net Sales As a % of Segment Net Sales
North North North
America Europe China  Total America Europe China Total America Europe China
(dollars in millions)

Organic $ 1823 21$ (0.7)$ 19.€ 6.2% 0.7% (0.2% 6.7% 10.%% 1.5%  (14.0%
Foreign exchang 2.8 6.2 — 9.C 1.C 2.1 — 3.1 1.t 5.8 —
Total $21.C% 82% (0.7$ 28.€ 7.2% 2.8% (0.2)% 9.6%  11.9% 77%  (14.0%

There were four additional working days in thetfgaarter ended April 4, 2010 than there were @fitst quarter ended March 29, 2009.

Organic sales into the North American wholesalekaiain the first quarter of 2010 increased by 9@¥mpared to the first quarter of 2009.
This increase was primarily due to increased wléssof our plumbing and heating, backflow andaasector product lines. Organic sales
into the North American DIY market in the first qtex of 2010 increased 13.5% compared to thedinatrter of 2009, primarily from
increased product volume associated with repairambdeling activity, new product introductions draim customer restocking partially
offset by price concessions.

Organic net sales increased in Europe primarilytdiecreased sales into the European wholesalkeharhich increased by 3.0%. The
wholesale market increase was driven by a stroregeir and remodeling market place and due to bigiort sales. Overall, our sales into
European OEM and DIY markets remained relativedy dompared to the first quarter of 2009.

Organic net sales declined in China primarily dudecreased sales in the Chinese export markets.

The increases in net sales due to foreign exchian§arope and North America were primarily duette appreciation of the euro and the
Canadian dollar, respectively, against the U.JaddlVe cannot predict whether these currencielscatitinue to appreciate or depreciate
against the U.S. dollar in future periods or whefature foreign exchange rate fluctuations wilvaa positive or negative impact on our net
sales.

Gross Profit.Gross profit and gross profit as a percent of aktss(gross margin) for the first quarters of 2ah@ 2009 were as follows:

First Quarter Ended

April 4, March 29,
2010 2009
(dollars in millions)
Gross profit $ 117¢  $ 97.C
Gross margir 36.6% 33.2%

Gross margin increased 3.5 percentage points ifirfieuarter of 2010 compared to the first quaaoie2009. Gross profit included a charge
of $0.7 million in 2010 for accelerated depreciatielated to production facilities in France thag part of our restructuring program. Both
North America and Europe improved gross margineveeimarily attributable to increased sales volunbester absorption at the factori
better product mix and productivity gains from csatings initiatives partially offset by increagegv materials costs and some decreased
selling prices. Our China segment’s gross margiareased as a result of absorption issues andsaggericing from competitors for
domestic Chinese sales.
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Selling, General and Administrative Expenseé3elling, General and Administrative, or SG&A, erpes for the first quarter of 2010 increz
$8.3 million, or 10.4%, compared to the first geadf 2009. The increase in SG&A expenses wabatable to the following:

(in millions) % Change
Organic $ 6.2 7.8%
Foreign exchang 2.1 2.€
Total $ 8.2 10.4%

The organic increase in SG&A expenses was primdtily to increased legal and personnel related aostincreased variable selling
expenses due to higher sales volumes. The inche&@&A expenses from foreign exchange was prilpaiie to the appreciation of the
euro against the U.S. dollar. Total SG&A expenassy percentage of sales, were 27.7% in thegfiistter of 2010 compared to 27.5% in the
first quarter of 2009.

Restructuring and Other Charge In the first quarter of 2010, we recorded a chafg®3.3 million primarily for severance and otloests
incurred as part of our previously announced refiining programs, as compared to $1.5 million Far first quarter of 2009. For a more
detailed description of our current restructurifgng see Note 5 of Notes to Consolidated Finatgtatements.

Operating Income. Operating income (loss) by geographic segmenti@first quarters of 2010 and 2009 was as follows

% Change to

First Quarter Ended Consolidated
April 4, March 29, Operating
2010 2009 Change Income
(dollars in millions)
North America $ 27€¢ $ 145 $ 13.1 84.5%
Europe 10.€ 9.¢ 0.7 4.5
China (1.2) (0.2) (0.€) (5.9
Corporate (110 (8.9 (2.4) (15.5)
Total $ 26.C $ 155 $ 10.E 67.1%

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

Change Change

As a % of Consolidated Operating Income As a % of Segment Operating Incom
North North North
America Europe China  Corp. Total America Europe China Corp. Total America Europe China Corp.
(dollars in millions)
Organic $ 126 $ 20 $ (06 $ (249 $ 11¢ 82.6% 12.% (3.9% (15.5% 76.1% 88.2% 20.2%  (300.0% (27.6%
Foreign exchang 0.5 0.7 — — 1.2 3.2 4.5 — — 7.7 34 7.1 — —
Restructuring/othe (0.2) (2.0 (0.9) — (2.5) 1.9 (12.9 1.9 — (16.1) (1.4) (20.2)  (150.0) =
Total $ 131 $ 07 $ (09 % (249 3% 10t 84.5% 4.5% (5.8)% (15.5% 67.7% 90.5% 7.1%  (450.0% (27.6%

The increase in consolidated organic operatingnmewas due primarily to increased unit volume safebstronger gross margins partially
offset by increased SG&A expenses. The North Araem@argin increase was primarily due to increastsbssalumes, better factory
absorption levels and the impact of cost savingmiives. Corporate costs increased due to hitggal costs.

Interest Expens¢ Interest expense decreased $0.4 million, or 7ft#he first quarter of 2010 compared to thetfiygarter of 2009,
primarily because we had no borrowings outstandimgur revolving credit facility during the firsugrter of 2010.

Other Income, Net.Other income, net decreased $0.3 million forfits quarter of 2010 compared to the first quaaie2009, primarily
because foreign currency transactions that residtgdins in the first quarter of 2009 which wen# replicated in the same period in 2010.

Income Taxes Our effective tax rate for continuing operatiolexreased to 42.5% in the first quarter of 20ddimf61.3% for the first quar
of 2009. Included in the first quarter 2010 tayersta charge of $1.5 million for taxes expectelegaid for the repatriation of earnings of
TWVC as we expect to sell TWVC before the end df®0In addition, we recorded the reversal of pyasiy recognized tax benefits in
China in the first quarter of 2009 which causedrtte to increase during that period. This deeréa®ur effective tax rate was partially
offset by a change in the earnings mix with mommme being recognized in higher tax jurisdictionsiny the first quarter of 2010.

Net Income From Continuing Operatiol Net income from continuing operations for thetfiquarter of 2010 was $12.2 million, or $0.33 per
common share, compared to $4.1 million, or $0.Ilcpenmon share, for the first quarter of 2009. Redar the first quarter of 2010 include
an after-tax charge of $4.2 million, or $0.11 peare, related primarily to accelerated depreciasenerance costs and a $1.5 million tax
adjustment compared to an after-tax charge of §dllbn, or $0.13 per share, for the first qua€2009. The appreciation of the euro and
Canadian dollar against the U.S. dollar resultea positive impact on our operations of $0.02 menmon share for the first quarter of 2010
compared to the comparable period in 2009. We dgpnealict whether the euro,
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Canadian dollar or Chinese yuan will appreciatdapreciate against the U.S. dollar in future periodwhether future foreign exchange rate
fluctuations will have a positive or negative impan our net income.

Loss From Discontinued Operatior The loss from discontinued operations was prilpatiributable to disgorgement of profits, interaad
legal costs related to the FCPA investigation asenfaly described in Notes 3 and 12 of Notes tm&idated Financial Statements.

Liquidity and Capital Resources

We generated $4.7 million of cash from operatintydies in the first three months of 2010 as congglato $18.0 million of cash in the first
three months of 2009. Higher income from continudpgrations in 2010 was offset by increased acemateivable in our North America
and Europe segments. This increase was primardytal timing of revenues. Additionally, our Eurcgegment experienced increased
inventory due to higher commaodity costs, which wasdially offset by decreased inventory in North énica.

We used $6.8 million of net cash from investing\diieés for the first three months of 2010 primgribr purchases of capital equipment. For
the remainder of fiscal year 2010, we expect tegtapproximately $24.0 million for manufacturingehinery and equipment as part of our
ongoing commitment to improve our manufacturingatalities. We paid $0.5 million for earn-out payrterelated to an acquisition from
prior years .

As of April 4, 2010, we held $5.2 million in invesénts with an auction reset feature, or auctiom saturities (ARS), with a total par value
$6.3 million. We previously elected to participaiea settlement offer by UBS AG (UBS). Under thems of the settlement, we were issued
rights by UBS. Each right entitles the holderé¢tl the underlying ARS at par to UBS at any timeinigi the period June 30, 2010, through
July 2, 2012. UBS could elect at any time fromdb&lement date through July 2, 2012 to purchas@RS at par value. The rights were
valued at $1.1 million at April 4, 2010. We havassified the investment in ARS and the UBS rigteéshort-term investments, as we intend
to exercise our right to put the ARS on UBS atqrathe earliest date possible.

We used $5.3 million of net cash from financing\aties for the first three months of 2010, printarfior dividend payments.

Our $350.0 million revolving credit facility with syndicate of banks is being used to support oguiaition program, for working capital
requirements and for general corporate purposetst@uing indebtedness under the revolving creditify bears interest at a rate determi
by the type of loan plus an applicable margin debeed by our consolidated leverage ratio, dependimthe applicable base rate and our
bond rating. There were no borrowings under thditfacility at April 4, 2010. The revolving credcility includes operational and financ
covenants customary for facilities of this typeglimding, among others, restrictions on additiondebtedness, liens and investments and
maintenance of certain leverage ratios. As of Aari2010, we were in compliance with all covenaatated to the revolving credit facility
and had $315.3 million of unused credit under thelving credit facility and $34.7 million of stasiy letters of credit outstanding on the
revolving credit facility. Due primarily to the neolidated leverage ratio, we could borrow appratety $127.0 million as of April 4, 2010,
under the existing facility, excluding the standibiters of credit, before it would violate a comaeh We are currently negotiating a new
revolving credit facility with our relationship bles and expect to have an agreement before thefehd second quarter of 2010.

We used $1.8 million of net cash from operatingvét@s of discontinued operations in the firstdrmonths of 2010 primarily due to
payments to outside counsel in connection withRGEA investigation.

We generated $5.1 million of net cash from investuwtivities of discontinued operations in thetftteee months of 2010 primarily from ce
received from the sale of CWV.

Working capital (defined as current assets lesgeatitiabilities) as of April 4, 2010 was $492.9llion compared to $489.8 million as of
December 31, 2009. This increase was primarilytdusn increase in trade accounts receivable. @adftash equivalents decreased to
$252.7 million as of April 4, 2010 compared to $Z58illion as of December 31, 2009 primarily duértereased accounts receivable in
North America and Europe. The ratio of current estecurrent liabilities was 2.6 to 1 as of Agkjl2010 and December 31, 20
respectively.

We anticipate that available funds will be suffidi¢o meet the $50.0 million in principal on oung® notes maturing on May 17, 2010. As
noted in Item 2. “Recent Developments,” we expedéssue $75.0 million in senior unsecured notekiime 2010.

We believe free cash flow to be an appropriate lupental measure of our operating performance lseciprovides investors with a
measure of our ability to generate cash, to redyy dnd to fund acquisitions. We may not be conipar® other companies that may define
free cash flow differently. Free cash flow does mqresent cash generated from operating activitiascordance with generally accepted
accounting principles (GAAP). Therefore it shoutit be considered an alternative to net cash pravigeoperations as an indication of our
performance. Free cash flow should also not beidered an alternative to net cash provided by djpersias defined by GAAP.
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A reconciliation of net cash provided by continumerating activities to free cash flow is providesow:

First Quarter Ended

April 4, March 29,
2010 2009
(in millions)
Net cash provided by continuing operating actigi $ 47 % 18.C
Less: additions to property, plant, and equipn (6.9 (4.2
Plus: proceeds from the sale of property, plard, equipmen 0.2 0.2
Free cash inflow (outflow $ L9 $ 14.(

Free cash outflow in the first quarter ended A¢ri2010 was caused primarily by higher working tpequirements as a result of increased
revenues during the quarter.

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, regilbperations, liquidity, capital
expenditures or capital resources that is matariavestors.

Application of Critical Accounting Policies and Key Estimates

The preparation of our consolidated financial stegets in accordance with GAAP requires managenoemiatke judgments, assumptions and
estimates that affect the amounts reported. Acatificcounting estimate is an assumption aboutyhigitertain matters and could have a
material effect on the consolidated financial staats if another, also reasonable, amount were osed change in the estimate is reasor
likely from period to period. We base our assumion historical experience and on other estinthtsve believe are reasonable under the
circumstances. Actual results could differ sigrafitly from these estimates. T here were no chaimgascounting policies or significant
changes in accounting estimates during the firsetimonths of 2010.

We periodically discuss the development, selediod 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 followingesia are met: (1) we have entered into a bindirrgegent, (2) the product has shipped and
title 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, based@m#tjority of our shipping terms, is
considered to have occurred upon shipment of tiighed product. Some shipping terms require thelgtm be received by the customer
before title passes. In those instances, revemeasod recognized until the customer has receililedypods. We record estimated reductior
revenue for customer returns and allowances, dasbuhts and for customer programs. Provisionsdturns and allowances and cash
discounts are made at the time of sale, derivad fistorical trends and form a portion of the adlmee for doubtful accounts. Customer
programs, which are primarily annual volume incemflans, allow customers to earn credit for aittgimgreed upon purchase targets from
us. We record estimated reductions to revenue, ragtle time of sale, for customer programs basegistimated purchase targets.

Allowance for doubtful accoun

The allowance for doubtful accounts is establisioegpresent our best estimate of the net reabzadlue 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 agirentls affecting specific accounts and general dpel factors affecting all accounts. In
North America, management specifically analyzesviddal accounts receivable and establishes spa@fierves against financially troub
customers. In addition, factors are developedzinij historical trends in bad debts, returns atwirances. The ratio of these factors to sales
on a rolling twelve-month basis is applied to tatatstanding receivables (net of accounts spedifizgdentified) to establish a reserve. In
Europe, management develops its bad debt allowt&ingegh an aging analysis of all their accountChina, management specifically
analyzes individual accounts receivable and estaddi specific reserves as needed along with prayidiserves based on aging analysis.

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

Inventories are stated at the lower of cost or metarkth 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 itorgmreserve. 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 amy 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.

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

Goodwill and other intangibles

We have made numerous acquisitions over the ydaidvincluded 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 esgborting unit. We estimate the fair value of ceparting 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.

Intangible assets such as purchased technologyeaerally recorded in connection with a businesgiaition. Values assigned to intangible
assets are determined by an independent valuatiorbised on our estimates and judgments regaedipgctations of the success and life
cycle of products and technology acquired. As af@atober 25, 2009 annual testing date, we deterdnmime had seven reporting units in
continuing operations, one which had no goodwill.

We review goodwill for impairment utilizing a twaep process. The first step of the impairmentregtiires a comparison of the fair value of
each of our reporting units to the respective éagyalue. If the carrying value of a reportingtusiless than its fair value, no indication of
impairment exists and a second step is not perfdriffi¢ghe carrying amount of a reporting unit igtér than its fair value, there is an
indication that an impairment may exist and a sdaiap must be performed. In the second stepitpairment is computed by comparing
the implied fair value of the reporting unit’s gwatl with the carrying amount of the goodwill. Ilfié carrying amount of the reporting unit’s
goodwill is greater than the implied fair valueitsfgoodwill, an impairment loss must be recognift@dhe excess and charged to operations.

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

We believe that the discounted cash flow modetisiive to the selected discount rate. We usd-farty valuation specialists to help
develop appropriate discount rates for each repprnit. We use standard valuation practicesriveaat a weighted average cost of capital
based on the market and guideline public compani&e. 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.

The Orion reporting unit's operating results arsngéhindered by the downturn in the commercial enstitutional end markets in the U.S.,
where Orion sells a majority of its products. SddDrion’s sales decline because the commerciaketplace deteriorates more than our
current expectations, then the reporting unit’'sdyeiti may be at risk for impairment in the futur€urther, our Bliicher reporting unit's
operating results rely heavily on the well beindgeofope’s major economies. Recent sovereign @shes in Europe could delay Europe’s
recovery from recession or could send those ecag®brack into recession. Bliicher's goodwill maydde at risk for impairment in the
future.

Product liability and worker compensation costs

Because of retention requirements associated witinsurance policies, we are generally se$ured for potential product liability claims &
for workers’ compensation costs associated withkpaice accidents. For product liability cases mthS., management estimates expected
settlement costs by utilizing loss reports provitgdur third-party administrators as well as depéig internal historical trend factors based
on our specific claims experience. Managementzeslithe internal trend factors that reflect finglected settlement costs. In other countries,
we maintain insurance coverage with relatively higlductible payments, as product liability claimsd to be smaller than those experienced
in the U.S. Changes in the nature of claims omtttaal settlement amounts could affect the adegagtyis estimate and require changes to
the provisions. Because the liability is an estenéte ultimate liability may be more or less tiheported.
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Workers’compensation liabilities in the U.S. are recognifmdtlaims incurred (including claims incurred Imgt reported) and for changes
the status of individual case reserves. At the timeorkers’compensation claim is filed, a liability is estiredtto settle the claim. The liabili
for workers’ compensation claims is determined Hasemanagement’s estimates of the nature andigewtthe claims and based on
analysis provided by third-party administrators agdsarious state statutes and reserve requireméfgdave developed our own trend
factors based on our specific claims experienceadinted based on risk-free interest rates. Irr @thientries where workers’ compensation
costs are applicable, we maintain insurance coeenath limited deductible payments. Because theillig is an estimate, the ultimate
liability may be more or less than reported anshisject to changes in discount rates.

We determine the trend factors for product liapitind workers’ compensation liabilities based onstdtation with outside actuaries.

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

Legal contingencie

We are a defendant in numerous legal matters ingjuthose involving environmental law and produability as discussed in more detail in
Part I, Item 1, “ Business - Product Liability, BEronmental and Other Litigation Matters,” of our Aual Report on Form 10-K for the year
ended December 31, 2009. As required by GAAP, eterchine 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 continigsrare developed in consultation with outside seur\While this assessment is based t
all available information, litigation is inherentiyhncertain and the actual liability to fully reselthis litigation cannot be predicted with any
assurance of accuracy. Final resolution of thesttensacould possibly result in significant effeots our results of operations, cash flows and
financial position.

Pension benefit

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

» Weighted average discount ratéhis rate is used to estimate the current valdatofe benefits. This rate is adjusted based onem@nt ir
long-term interest rates.

» Expected long-term rate of return on assets—theésisaused to estimate future growth in investmants investment earnings. The
expected return is based upon a combination obiiiisti market performance and anticipated fututerre for a portfolio reflecting the mix
equity, debt and other investments indicative aoffgan assets.

» Rates of increase in compensation levelsisrate is used to estimate projected annualmqagases, which are used to determine the \
base used to project employees’ pension benefittiatment.

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

Income taxe:

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

We recognize deferred taxes for the expected futonsequences of events that have been reflected tonsolidated financial statements.
Deferred tax assets and liabilities are determbeskd on differences between the book values artthtes of particular assets and liabilities,
using tax rates in effect for the years in which dlifferences are expected to reverse. A valuatiomvance is provided to offset any net
deferred tax assets if, based upon the availalitteree, it is more likely than not that some oréilthe deferred tax assets will not be
realized. We consider estimated future taxablerme and ongoing prudent tax planning strategiessessing the need for a valuation
allowance. The Company accounts for tax benefitsnithe item in question meets the more-likely-thah{greater than 50% likelihood of
being sustained upon examination by the taxingaitibs) threshold.

Item 3. Quantitative and Qualitative Disclosures bout Market Risk

We use derivative financial instruments primardyr¢duce exposure to adverse fluctuations in foreigchange rates, interest rates and costs
of certain raw materials used in the manufactupracess. We do not enter into derivative finanicisfruments for trading purposes. As a
matter of policy, all derivative positions are usededuce risk by hedging underlying economic expe. The derivatives we use are
instruments with liquid markets.
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Our consolidated earnings, which are reported itddrStates dollars, are subject to translatidksrdue to changes in foreign currency
exchange rates. This risk is concentrated in tichaxge rate between the U.S. dollar and the elued;))tS. dollar and the Canadian dollar;
the U.S. dollar and the Chinese yuan.

Our foreign subsidiaries transact most businesfijding certain intercompany transactions, in fgmeturrencies. Such transactions are
principally purchases or sales of materials andlareminated in European currencies or the U.Samadian dollar. We use foreign curre
forward exchange contracts to manage the riske@ltt intercompany purchases that occur duringdlese of a year and certain open
foreign currency denominated commitments to s@tpcts to third parties. For the first three momh2010, the amounts recorded in other
(income) expense for the change in the fair vafumuoh contracts was $0.2 million of income.

We have historically had a low exposure on the obsur debt to changes in interest rates. Infoimnadbout our long-term debt, including
principal amounts and related interest rates, agpeaNote 11 of Notes to Consolidated Financiak&nents in our Annual Report on
Form 10-K for the year ended December 31, 2009.

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

We used a discounted cash flow model for deterrittie value of the ARS and the UBS rights. We gedavaluation specialists to develop
the models. As there is no active market for tiRSAand the rights are non-transferable, we beliexethe discounted cash flow model gives
the best estimate of fair value at April 4, 20Ithe model includes assumptions that are more &xpfained in Note 16 of Notes to
Consolidated Financial Statements in our Annuald®egn Form 10-K for the year ended December 30920The most sensitive of these
assumptions is the illiquidity spread. The illidily spread increases the discount rate, therebsedsing the estimated fair value. To value
the rights issued by UBS, we used a discounted ftasimodel to estimate the fair value of the ARBhwthe rights. The value of the rights
was determined by looking at the difference betwitberARS as determined compared to the ARS withigigs.  While we believe the
assumptions used are consistent with the currerkehaiew on the ARS and are reasonable, diffeasstimptions could significantly affect
our valuation of ARS.

Item 4. Controls and Procedures

As required by Rule 13a-15(b) under the Securlieshange Act of 1934, as of the end of the permdered by this report, we carried out an
evaluation under the supervision and with the pigidition of our management, including our Chief &xéve Officer and Chief Financial
Officer, of the effectiveness of our disclosure tcols and procedures. In designing and evaluaturgdisclosure controls and procedures, we
recognize that any controls and procedures, ncemiattw well designed and operated, can provide m@agonable assurance of achieving the
desired control objectives, and our managementsseciy applies its judgment in evaluating and iempénting possible controls and
procedures. The effectiveness of our disclosuréralsnand procedures is also necessarily limitethieystaff and other resources available to
us and the geographic diversity of our operati@ased upon that evaluation, the Chief Executivec®ffand Chief Financial Officer
concluded that, as of the end of the period covbyetthis report, our disclosure controls and proced were effective, in that they provide
reasonable assurance that information require@ widrlosed by us in the reports we file or sunmder the Exchange Act is recorded,
processed, summarized and reported within the pieniods specified in the Securities and Exchangar@ission’s rules and forms and are
designed to ensure that information required tdibelosed by us in the reports that we file or sitlumder the Exchange Act are accumulated
and communicated to our management, including dief@&xecutive Officer and Chief Financial Officais appropriate to allow timely
decisions regarding required disclosure.

There was no change in our internal control oveairitial reporting that occurred during the quasteted April 4, 2010, that has materially
affected, or is reasonably likely to materiallyesftf, our internal control over financial reportinig. connection with these rules, we will
continue to review and document our disclosurerotseind procedures, including our internal contngdr financial reporting, and may from
time to time make changes aimed at enhancing dffieictiveness and to ensure that our systems ewgtheour business.
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Part Il. OTHER INFORMATION

ltem|. Legal Proceedings

As previously disclosed in prior periodic reportsfeorm 10-K and Form 10-Q, we conducted an invattig into payments made by
employees of CWV to individuals associated withestawvned agencies that may violate the United Stateeign Corrupt Practices Act
(FCPA). We voluntarily disclosed this matter te Becurities and Exchange Commission (SEC) anBdpartment of Justice (DOJ). We
have engaged in negotiations with the staff ofSB€ and DOJ to resolve potential violations of FIPA relating to these payments. Those
negotiations have reached a stage at which we aldecto estimate a probable pre-tax charge in aimmewith these matters of
approximately $5.3 million, which amount includesimated disgorgement of profits and interest. Tiais been reflected in our results for
first quarter ended April 4, 2010. We have recortiésl charge, net of tax, in discontinued operatias these potential violations pertained to
CWV, which had been classified as discontinued atpmns in 2009. There is currently no definitiveesgment with the SEC staff or DOJ for
the resolution of this matter, including with resp® any disgorgement of profits or interest pagimand any agreement will be subject to
approval by the Commissioners of the SEC and séif personnel. Therefore, there can be no assuthatour negotiations with the SEC
staff and DOJ will result in a final resolution,dathe amount of the loss upon final dispositiothefse matters may exceed our current
estimate.

As disclosed in Part I, Item 1, “Business — ProdLiability, Environmental and Other Litigation Mats” of our Annual Report on Form 10-
K for the year ended December 31, 2009, we areaajsanty to certain litigation and we are engageckitain environmental remediation.
There have been no material developments with o¢spéhese other contingencies and environmeataédiation proceedings during the
first quarter ended April 4, 2010.

Item 1A. Risk Factors

This report may include statements that are nooihésl facts and are considered forward-lookinthim the meaning of the Private Securities
Litigation Reform Act of 1995. These forward-looking statements reflect our curgws about future results of operations andothe
forward-looking information. In some cases you hntify these statements by forward-looking wosdsh 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 materiabiyrfithose indicated by these forward-looking stat@mas a result of a number of important
factors. These factors include, but are not lichtte the following: the current economic and finl condition, which can affect levels of
housing starts and remodeling, affecting the markédtere our products are sold, manufactured, oketed; shortages in and pricing of raw
materials and supplies; loss of market share thraagnpetition; introduction of competing producysdither companies; pressure on prices
from competitors, suppliers, and/or customers; gkarin variable interest rates on our borrowingsniification and disclosure of material
weaknesses in our internal control over finan@glorting; failure to expand our markets throughuggitions; failure or delay in developing
new products; lack of acceptance of new produetkjre to manufacture products that meet requierfbpmance and safety standards;
foreign exchange rate fluctuations; cyclicalityimdustries, such as plumbing and heating wholesaled home improvement retailers, in
which we market certain of our products; environtaboompliance costs; product liability risks; tlesults and timing of our manufacturing
restructuring plan; changes in the status of caiiggation, including the James Jones Litigatiand other risks and uncertainties discussed
under the heading “ltem 1A. Risk Factors” in theti&/&Vater Technologies, Inc. Annual Report on F&O¥K for the year ended

December 31, 2009 filed with the Securities ExcleaBgmmission, and in other reports we file frometita time with the Securities and
Exchange Commission.

Iltem 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 autmaléy withholding from the shares being issuetuianber of shares with an aggregate
fair market value on the date of such vesting mveesion that would satisfy the withholding amodué.

The following table includes information with respéo shares of our Class A Common Stock withhelsatisfy withholding tax obligations
during the three-month period ended April 4, 2010.

(c) Total
Number of
Shares (or
Units) (d) Maximum Number (or
(a) Total (b) Purchased as Approximate Dollar Value)
Number of Average Part of Publicly of Shares (or Units) that
Shares (or Price Paid Announced May Yet Be Purchased
Units) per Share Plans or Under the Plans or
Period Purchased (or Unit) Programs Programs
January 1, 201— January 31, 201 — — — —
February 1, 201— February 28, 201 32,71 % 28.81 — —
March 1, 201(— April 4, 2010 = o = =
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Iltem 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 causeddiport to be signed on its behalf by
undersigned, thereunto duly authorized.

WATTS WATER TECHNOLOGIES, INC

Date: May 14, 2010 By: /s/ Patrick S. (Keefe
Patrick S. ( Keefe
Chief Executive Office

Date: May 14, 2010 By: /s/ William C. McCartney
William C. McCartney
Chief Financial Officer and Treasui
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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)

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

31.z Certification of Principal Financial Officer pursuaRule 13a-14(a) or Rule 13dka) of the Securities Exchange Act of 193:
amende

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

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

(1) Incorporated by reference to theiReant's Quarterly Report on Form 10-Q (File N61611499) for the quarter ended July 3,
2005.

(2 Incorporated by reference to the Begnt’'s Current Report on Form 8-K (File No. 0Q1429) dated February 8, 2010.




Exhibit 31.1

WATTS WATER TECHNOLOGIES, INC.
CERTIFICATION PURSUANT TO

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

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or dmn#ttate 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 statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

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

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

(b) Designed such internal control over finahgégorting, or caused such internal control ovweairiicial reporting to be designed under our
supervision, to provide reasonable assurance reggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

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

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

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

(&) All significant deficiencies and material Wweasses in the design or operation of internalrobotser 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 ilwgs management or other employees who have disatirole in the registrant’s internal
control over financial reporting.

Date: May 14, 201
/sl Patrick S. (Keefe
Patrick S. ( Keefe
Chief Executive Office




Exhibit 31.2

WATTS WATER TECHNOLOGIES, INC.
CERTIFICATION PURSUANT TO

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

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or dmn#ttate 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 statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

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

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

(b) Designed such internal control over finahgégorting, or caused such internal control ovweairiicial reporting to be designed under our
supervision, to provide reasonable assurance reggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

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

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

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

(&) All significant deficiencies and material Wweasses in the design or operation of internalrobotser 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 ilwgs management or other employees who have disatirole in the registrant’s internal
control over financial reporting.

Date: May 14, 201
/s/ William C. McCartney
William C. McCartney
Chief Financial Officel




Exhibit 32.1

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

The undersigned officer of Watts Water Technolodies. (the “Company”) hereby certifies that, ts 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 Seaesitexchange 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 13 leem 601(b)(32) of Regulation S-K
(“ltem 601(b)(32)") promulgated under the Secusithct of 1933, as amended (the “Securities Actij] the Exchange Act. In accordance
with clause (ii) of Item 601(b)(32), this certiftoan (A) shall not be deemed “filed” for purposdsSection 18 of the Exchange Act, or
otherwise subject to the liability of that sectiand (B) shall not be deemed to be incorporategfgrence into any filing under the Securities
Act or the Exchange Act, except to the extent thatCompany specifically incorporates it by refesen

Date: May 14, 201
/sl Patrick S. (Keefe
Patrick S. ( Keefe
Chief Executive Office




Exhibit 32.2

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

The undersigned officer of Watts Water Technolodies. (the “Company”) hereby certifies that, ts 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 Seaesitexchange 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 13 leem 601(b)(32) of Regulation S-K
(“ltem 601(b)(32)") promulgated under the Secusithct of 1933, as amended (the “Securities Actij] the Exchange Act. In accordance
with clause (ii) of Item 601(b)(32), this certiftoan (A) shall not be deemed “filed” for purposdsSection 18 of the Exchange Act, or
otherwise subject to the liability of that sectiand (B) shall not be deemed to be incorporategfgrence into any filing under the Securities
Act or the Exchange Act, except to the extent thatCompany specifically incorporates it by refesen

Date: May 14, 2010 /s/ William C. McCartney
William C. McCartney
Chief Financial Office!




