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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 3, December 31,
2011 2010
ASSETS
CURRENT ASSETS
Cash and cash equivale $ 418t $ 329.2
Shor-term investment securitit 4.1 4.C
Trade accounts receivable, less allowance for dioludtcounts of $8.9 million at April 3, 2011 ar
at December 31, 201 204.2 186.¢
Inventories, net
Raw materials 85.¢ 85.4
Work in proces: 38.1 36.4
Finished goods 159.7 143.¢
Total Inventories 283.7 265.¢
Prepaid expenses and other as 22.t 18.4
Deferred income taxe 41.4 41.1
Assets held for sal 10.C 10.C
Assets of discontinued operations 1.8 1.8
Total Current Assets 986.4 857.(
PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment, at c 468.2 450.5
Accumulated depreciation (265.0) (253.0
Property, plant and equipment, net 203.2 197.5
OTHER ASSETS
Goodwill 441.F 428.(
Intangible assets, n 153.¢ 152.¢
Deferred income taxe 0.8 0.8
Other, net 10.4 10.1
TOTAL ASSETS $ 1,795.¢ $ 1,646.:
LIABILITIES AND STOCKHOLDERS ' EQUITY
CURRENT LIABILITIES:
Accounts payabl $ 122 % 113.¢
Accrued expenses and other liabilit 115t 115.¢
Accrued compensation and bene 40.€ 42.¢
Current portion of lon-term debt 0.8 0.7
Liabilities of discontinued operations 5.€ 5.8
Total Current Liabilities 284.¢ 278.¢
LONG-TERM DEBT, NET OF CURRENT PORTIO 470.1 378.(
DEFERRED INCOME TAXES 41.5 40.1
OTHER NONCURRENT LIABILITIES 48.¢ 47.¢
STOCKHOLDERS 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, 30,241,327 shares at April 3, 20113102,677 shares at December 31, Z 3.C 3.C
Class B Common Stock, $0.10 par value; 25,000,680es authorized; 10 votes per share; issued
and outstanding, 6,953,680 shares at April 3, 20id.at December 31, 20 0.7 0.7
Additional paic-in capital 412.¢ 405.2
Retained earning 499.t 492.¢
Accumulated other comprehensive income (loss) 34.5 (0.9
Total Stockholders’ Equity 950.k 901.f
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 1,795.¢ $ 1,646.:

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

(Unaudited)
First Quarter Ended
April 3, April 4,
2011 2010

Net sales $ 329.¢ $ 319.2
Cost of goods sold 208.¢ 201.7

GROSS PROFIT 121.( 117.¢
Selling, general & administrative expen: 97.C 88.2
Restructuring and other charges 1.1 3.3

OPERATING INCOME 22.€ 26.C
Other (income) expens

Interest incomi 0.3 (0.2

Interest expens 5.9 5.2

Other expense (income), net 0.1 (0.2)
Total other expense 5.7 4.8
INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TASS 17.2 21.Z
Provision for income taxes 6.1 9.C
NET INCOME FROM CONTINUING OPERATION! 11.1 12.2
Loss from discontinued operations, net of te — (4.1)
NET INCOME $ 111 $ 8.1
BASIC EPS
Net income (loss) per shal

Continuing operation $ 0.3C $ 0.3:

Discontinued operations — (0.11)

NET INCOME $ 03C $ 0.2z
Weighted average number of shares 37.t 37.1
DILUTED EPS
Net income (loss) per shal

Continuing operation $ 0.2¢ $ 0.3¢

Discontinued operations — (0.17)

NET INCOME $ 0.2¢ $ 0.27
Weighted average number of shares 37.7 37.2
Dividends per share $ 0.11 $ 0.11

See accompanying notes to consolidated financ#tsients.
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WATTS WATER TECHNOLOGIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in millions)

(Unaudited)

First Quarter Ended

April 3, April 4,
2011 2010
OPERATING ACTIVITIES
Net income $ 111 8 8.1
Less: Loss from discontinued operations, net oé$ — (4.1)
Net income from continuing operatio 11.1 12.2
Adjustments to reconcile net income from continuapegrations to net cash provided by continu
operating activities
Depreciatior 7.3 8.2
Amortization 4.C 34
Stocl-based compensatic 4.3 1.2
Deferred income taxes bene 0.3 (2.3
Other 0.2 0.1
Changes in operating assets and liabilities, neffetts from business acquisitions and
divestures
Accounts receivabl (11.¢) (19.9
Inventories (11.0 (2.9
Prepaid expenses and other as (3.9 (1.2
Accounts payable, accrued expenses and otheritied 0.8 5.2
Net cash provided by continuing operations 0.8 4.7
INVESTING ACTIVITIES
Additions to property, plant and equipmi (6.€) (6.8)
Proceeds from the sale of property, plant and egeip — 0.2
Proceeds from sale of securit — 0.3
Business acquisitions, net of cash acquired (0.5) (0.5
Net cash used in investing activities (7.2) (6.9
FINANCING ACTIVITIES
Proceeds from lor-term debt 92.1 —
Payments of lor-term debi (0.2 (0.2
Payment of capital leas 0.3 (0.9
Proceeds from share transactions under employek glans 2.6 —
Tax expense (benefit) of stock awards exerc 0.4 (0.5
Dividends (4.9 4.2
Net cash provided by (used in) financing activities 90.5 (5.9
Effect of exchange rate changes on cash and casvadnts 5.2 (1.4
Net cash used in operating activities of discorgthaperation (0.2 (1.9
Net cash provided by investing activities of distbomed operation — 5.1
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT 89.2 (5.5
Cash and cash equivalents at beginning of year 329.2 258.2
CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 418t $ 252.7
NON-CASH INVESTING AND FINANCING ACTIVITIES
Issuance of stock under management stock purclias $ 04 $ 2.1
CASH PAID FOR:
Interest $ 05 $ 0.4
Income taxes $ 6.1 $ 6.7

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

1. Basis of Presentation

The accompanying unaudited consolidated finant@éments have been prepared in accordance witluatieg principles generally
accepted in the United States for interim finangifdrmation and with the instructions to Form 10aqd 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 nbrawurring accruals) considered
necessary for a fair presentation have been indludéhe Watts Water Technologies, Inc. (the Comgp&onsolidated Balance Sheet as of
April 3, 2011, the Consolidated Statements of Ofena for the first quarter ended April 3, 2011 dodthe first quarter ended April 4, 2010,
and the Consolidated Statements of Cash Flow&ofitst quarter ended April 3, 2011 and the fipgarter ended April 4, 2010.

The balance sheet at December 31, 2010 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, 2010. 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 Ddzen31, 2010. Operating results for the interimqus presented are not necessarily
indicative of the results to be expected for tharyending December 31, 2011.

The Company operates on a 52-week fiscal year gratirDecember 31st. Any quarterly data containgtiis Quarterly Report on Form 10-
Q generally reflects the results of operationsafd3-week period.

2. Accounting Policies

Estimates

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

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, 2 $ 213¢ $ 2281 % 81 $ 450u(
Accumulated impairment losses (22.0) — — (22.0)
Net goodwill at January 1, 20: 191.¢ 228.1 8.1 428.C
Effect of change in exchange rates used for tréiosla — 13.4 0.1 13.5
Gross balance at April 3, 2011 $ 213 $ 241t % 82 $ 463t
Accumulated impairment losses (22.0) — — (22.0)
Net goodwill at April 3, 201: $ 1918 $ 241F % 82 $ 441t

Gooduwill and intangible assets not subject to ainatibn are tested for impairment at least annuallgnore frequently if events or
circumstances indicate that it is “more likely thaot” that goodwill might be impaired, such as a chamgauisiness conditions. The Comp:
performs its annual impairment assessment of gdbdmd intangible assets not subject to amortizaitiothe 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. Recoverabiliiptaigible 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 opeyaiash flows or appraised values, depending ondhge of the asset. The Company
determines the discount rate for this analysis dasethe weighted average cost of capital baseatle@market and guideline public compar
for the related business and does not allocateeisiteharges to the asset or asset group beinginedagudgment is required to estimate
future operating cash flows.
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Intangible assets include the following:

April 3, 2011
Gross Net
Carrying Accumulated Carrying
Amount Amortization Amount
(in millions)
Patents $ 16.€ $ 9.9 ¢ 6.C
Customer relationshiy 123.¢ (46.9) 77.1
Technology 20.C (6.0 14.C
Other 13.c (5.9 7.5
Total amortizable intangible 173.5 (68.0 105.5
Indefinite-lived intangible asse 47.C — 47.¢
Total $ 221.. $ (68.0) $ 153.

Aggregate amortization expense for amortizablenigitzle assets for the first quarters of 2011 antbD20as $4.0 million and $3.4 million,
respectively. Additionally, future amortization exgse for the next five years on amortizable intalegassets approximates $11.5 million for
the remainder of 2011, $13.6 million for 2012, $ahillion for 2013, $12.4 million for 2014 and $12nillion for 2015. Amortization

expense is provided on a straight-line basis dweestimated useful lives of the intangible as3éts.weightedaverage remaining life of tot
amortizable intangible assets is 9.2 years. Patemssomer relationships, technology and other inadnle intangibles have weighted-average
remaining lives of 7.7 years, 7.1 years, 14.3 yaars23.8 years, respectively. Intangible assdtsutgect to amortization consist of
trademarks and trade names.

Stock-Based Compensation and Chief Executive ©fieparation Costs

The Company maintains three stock incentive plameuwhich key employees and non-employee memli¢he ompany’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 fiw-geriod at the rate of 20% per year and expirg/gars 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 opiahfair market value on the grant date.
The Company did not issue any options in the fjtstrters of 2011 or 2010.

The Company has also granted shares of restritiel ® key employees and non-employee membetseo€bmpany’s Board of Directors
under the 2004 Stock Incentive Plan, which vesiegitmmediately, over a one-year period, or ovérree-year period at the rate of one-third
per year. The restricted stock awards are amortzeapense on a straight-line basis over the nggtériod. The Company granted 1,400
shares of restricted stock in the first quarte2@f1 and none in first quarter of 2010.

The Company also has a Management Stock PurchaiseHalt allows for the granting of restricted staoits (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 froemgttant date. An aggregate of 2,000,000 shar€ask A Common Stock may be issued
under the Management Stock Purchase Plan. The Gongpanted 96,454 RSUs and 158,473 RSUs in thedfirarters of 2011 and 2010,
respectively.

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

2011 2010
Expected life (years) 3.C 3.C
Expected stock price volatilil 44.9% 45.6%
Expected dividend yiel 1.2% 1.5%
Risk-free interest rat 1.2% 1.5%

The above assumptions were used to determine tighted average grant-date fair value of RSUs of #8.@nd $12.81 in 2011 and 2010,
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, 2010.

On January 26, 2011, Patrick S. O’Keefe resigneahfhis positions of Chief Executive Officer, Presitiand Director. Pursuant to a
separation agreement, the Company recorded a chfife3 million consisting of $3.3 million in exgied cash severance and a non-cash
charge of $3.0 million for the modification of hetck options and restricted stock awards.

7
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Shipping and Handling

The Company’s shipping costs included in sellireneyal and administrative expenses were $8.8 midizd $8.4 million for the first quarters
of 2011 and 2010, respectively.

Research and Developme

Research and development costs included in setlieigeral and administrative expenses were $5.@omgind $5.2 million for the first
quarters of 2011 and 2010, respectively.

Taxes, Other than Income Taxes

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

Income Taxe

Income taxes are accounted for under the assdiadnility method. Deferred tax assets and lial@htiare recognized for the future tax
consequences attributable to differences betwe=firthncial statement carrying amounts of existingets and liabilities and their respective
tax bases and operating loss and tax credit carwairds. Deferred tax assets and liabilities arasue=d 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.

3. Discontinued Operations

Discontinued operating expense for the first quarteled April 4, 2010 primarily includes an estigthteserve in connection with the Fore
Corrupt Practices Act (FCPA) investigation at Wattédve (Changsha) Co., Ltd. (CWV) (see Note 10) kgl costs associated with the
FCPA investigation. Additionally, there were cofstam the loss on sale of CWV. See Note 3 of the gamy’s Annual Report on Form 10-K
for the year ended December 31, 2010, for a mawdleé discussion.

Condensed operating statements for discontinuedhtipes are summarized below:

First Quarter Ended

April 3, April 4,
2011 2010
(in millions)

Loss on sal— CWV $ — $ 0.3
Costs and expenses — FCPA investigation (CWV) — (5.6
Loss before income taxes — (5.7
Income tax benefit — 1.€
Loss from discontinued operations, net of taxes $ — $ (4.7

The carrying amounts of major classes of assetdiaitities associated with discontinued operasiamne as follows:

April 3, December 31
2011 2010
(in millions)
Prepaid expenses and other as $ 04 $ 0.4
Deferred income taxes 14 14
Assets of discontinued operations $ 1.8 $ 1.8
Accrued expenses and other liabilities $ 56 $ 5.8
Liabilities of discontinued operations $ 56 $ 5.8
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4. Financial Instruments and Derivatives Instruments
The Company measures certain financial assetsaitities at fair value on a recurring basis, irdihg short-term investment securities,

foreign currency derivatives and deferred compémsgtian assets and related liability. The fainnea of these financial assets and liabilities
were determined using the following inputs at ABi011:

Fair Value Measurements at Reporting Date Using:

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

Assets
Shor-term investment securities ( $ 41 $ — $ 41 $ —
Plan asset for deferred compensatiol 4.1 4.1 — —
Total assets $ 82 $ 41 % 41 $ —
Liabilities
Contingent consideration(: $ 1¢ % — % — % 1.¢
Plan liability for deferred compensation| 4.1 4.1 — —
Total liabilities $ 6.0 $ 41 $ — $ 1.6

(1) Included in short-term investment securitiegfog Company’s consolidated balance sheet.
(2) Included in other, net on the Company’s comzdéd balance sheet.
(3) Included in other noncurrent liabilities on #Bempany’s consolidated balance sheet.

Our Level 3 contingent consideration obligatiortannection with the Blue Ridge Atlantic Enterpriskes. (BRAE) acquisition was $1.9
million as of April 3, 2011 and December 31, 200the valuation was based on the net present vdl$8.@ million which is derived from ti
weighted probability of achievement of a performaneetric as of the date of the acquisition. Faitoreneet the performance metric would
reduce this liability to $0, while complete achiment would increase this liability to the full remiag purchase price of $4.8 million. The
change in fair value of this obligation for the geaended April 3, 2011 was immaterial. See Noté the Company’s Annual Report on
Form 10-K for the year ended December 31, 2010a fvetailed description of the acquisitions.

Short-term investment securities as of April 3, R@bnsist of certificates of deposit with remainimgturities of greater than three months at
the date of purchase, for which the carrying amdsiatreasonable estimate of fair value.

Cash equivalents consist of instruments with reingimaturities of three months or less at the dépurchase and consist primarily of U.S.
Treasury bills, money market funds and certificatedeposit, for which the carrying amount is as@@ble estimate of fair value.

The Company uses financial instruments from timenb@ to enhance its ability to manage risk, ingtgdforeign currency and commodity
pricing exposures, which exist as part of its ongddusiness operations. The use of derivativeesgpthe Company to counterparty credit
risk for nonperformance and to market risk relatedhanges in currency exchange rates and commpuitys. The Company manages its
exposure to counterparty credit risk through diifieetion of counterparties. The Company’s coundetigs in derivative transactions are
substantial commercial banks with significant eigrere using such derivative instruments. The impé&atarket risk on the fair value and
cash flows of the Company'’s derivative instrumeastsionitored and the Company restricts the useedfative financial instruments to
hedging activities. The Company does not enteréotutracts for trading purposes nor does the Cognpater into any contracts for
speculative purposes. The use of derivative instnts is approved by senior management under wigttédelines.

The Company has exposure to a number of foreigrecay rates, including the Canadian Dollar, theoEtive Chinese Yuan and the British
Pound. To manage this risk, the Company geneuslg a layering methodology whereby at the endphaarter, the Company has
generally entered into forward exchange contradtsch hedge approximately 50% of the projectedrodmpany purchase transactions for
the next twelve months. The Company uses thitegjyefor purchases between Canada and the U.Sufohases between the Euro zone
the U.S., and for purchases between the Euro zmh¢ha United Kingdom. The average volume of @mts can vary but generally
approximates $9 to $15 million in open contractthatend of any given quarter. At April 3, 201Hg Company had contracts for purchases
between Canada and the U.S. for notional amourgpseggting approximately $9.0 million to buy U.Sllds. The Company accounts for the
forward exchange contracts as an economic hedghamndot elected to use hedge accounting. Realizédinrealized gains and losses on
the contracts are recognized in other (income) es@én the consolidated statements of operatidhgse contracts do not subject the
Company to significant market risk from exchangeveroent because they offset gains and losses arltited foreign currency denomina
transactions. The fair value of these contractsf @gpril 3, 2011 was not material.

9
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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 values of the Company’s 5.47% senior ndtes2013, 5.85% senior notes due 2016 and 5.06#rsetes due 2020, are based on a
discounted cash flow model using like industriaing@anies, the Company’s credit metrics, the Commasige, as well as current market
demand. The fair value of the Compasyariable rate debt approximates its carryingealthe carrying amount and the estimated fair m
value of the Company’s long-term debt, including turrent portion, are as follows:

April 3, December 31,
2011 2010
(in millions)
Carrying amoun $ 470.¢ $ 378.1
Estimated fair valu $ 499.1 $ 407.5

5. Restructuring and Other Charges

The Company’s Board of Directors approves all magstructuring programs that involve the discordimee of product lines or the shutdown
of facilities. From time to time, the Company taleelditional restructuring actions, including inuaiary terminations that are not part of a
major program. The Company accounts for theseséoghe period that the individual employees a#fied 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, expenses asseiith asset impairments. In the first quarte2@f1, the Board approved a restructuring
program with respect to the Company’s operatingif@s in Europe. The restructuring program is esged to consolidate two facilities. The
program is expected to include pre-tax costs of@pmately $2.0 million, including costs for seveca and shut down costs. The total net
after-tax charge for this restructuring prograriis4 million with costs being incurred through 2018ee Note 4 of the Company’s Annual
Report on Form 10-K for the year ended DecembeP@10, for a detailed description of the 2010 Eerapd North America actions.

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

First Quarter Ended First Quarter Ended
April 3, April 4,
2011 2010
(in millions)

2009 Actions $ — 3 0.8
2010 Actions 0.9 2.¢
2011 Actions 0.2 —
Other Actions — 0.1
Total $ 1.1 $ 3.8

The Company does not expect to incur additionatiscedated to the 2009 restructuring plan, as tbgept is substantially complete.

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

First Quarter Ended First Quarter Ended
April 3, April 4,
2011 2010
(in millions)

North America $ 01 $ 0.t
Europe 1.C 3.C
China — 0.3
Total $ 1.1 % 3.8

The first quarter charges for 2010 of $3.8 millmmsist of approximately $2.0 million related todfuntary termination benefits, $0.7 milli
for accelerated depreciation for manufacturing apens, which was charged to cost of sales, an2l ilion for other costs associated with
2010 actions. Additionally, the Company recordédB$nillion related to involuntary termination béiteand $0.5 million for relocation
expenses associated with 2009 actions. The rengg$tl.1 million of costs related to involuntaryrtémation benefits which were not part
previously announced restructuring plan.

In addition, the Company recorded $0.2 millionhe first quarter of 2010 for charges associatetl aéset impairments in restructuring and a
tax charge of approximately $1.5 million in connectwith the expected sale of TWVC. The Companyeexpthe sale of TWVC to be
finalized before the end of the third quarter ot 20subject to receiving all applicable governmegoprovals. The Company expects to receive
net proceeds of approximately $5.9 million from #faée. The Company also expects to record a gain

10
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of approximately $7.1 million after-tax to recogaithe cumulative currency translation adjustmelated to TWVC. Further, the Company
will recognize a $3.9 million gain to reverse a parvision upon completion of the sale.

2011 Actions
Europe Action:

The following table summarizes the total expecheciirred and remaining pre-tax costs for the 20ddofe restructuring program:

Total Expected Incurred through Remaining Costs at
Reportable Segmen Costs April 3, 2011 April 3, 2011
(in millions)
Europe $ 20 % 02 $ 1.8

Details of the Company’s 2011 Europe restructupragram for the first three months of 2011 areddis\vs:

Facility exit
Severance and other Total
(in millions)
Balance at December 31, 2C $ — % — 3 —
Net pre-tax restructuring charges 0.1 0.1 0.2
Utilization (0.2 (0.7) (0.2
Balance at April 3, 2011 $ — % — $ —

The following table summarizes expected, incurned i@@maining costs for 2011 Europe restructurirtgpas by type:

Facility exit and

Severance other Total
(in millions)
Expected cost $ 14 % 0€ $ 2.0
Costs incurred— quarter ended April 3, 2011 (0.7 0.2 (0.2
Remaining costs at April 3, 201 $ 13 § 0 § 1.8

2010 Actions
Europe Action:

The following table summarizes the total expecteciirred and remaining pre-tax costs for the 20afbpe footprint consolidation-
restructuring program:

Total Expected Incurred through Remaining Costs at
Reportable Segment Costs April 3, 2011 April 3, 2011
(in millions)
Europe $ 15.¢ $ 145 % 1.3

Details of the Company’s 2010 Europe footprint agigsition-restructuring program for the first thneenths of 2011 are as follows:

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

Balance at December 31, 2C $ 54 $ — $ — $ 5.4
Net pre-tax restructuring charges 0.2 — 0.6 0.8
Utilization and foreign currency impact (1.2 — (0.6) (1.8)
Balance at April 3, 2011 $ 44 % — % — % 4.4
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The following table summarizes expected, incurned i@@maining costs for 2010 Europe footprint coigstion- restructuring actions by type:

Asset write- Facility exit and
Severance downs other Total
(in millions)
Expected cost $ 8C $ 1.7 $ 6.1 $ 15.¢
Costs incurre—2009 4.2 — (0.9 (4.6
Costs incurre—2010 (2.9 1.7 (4.5 (9.1
Costs incurred— quarter ended April 3, 2011 (0.2 — (0.6) (0.8
Remaining costs at April 3, 201 $ 07 $ — % 0€ $ 12

North America Action

The following table summarizes the total expecteciirred and remaining pre-tax costs for the 20b&ttNAmerica footprint consolidation-
restructuring program:

Total Expected Incurred through Remaining Costs al
Reportable Segmen Costs April 3, 2011 April 3, 2011
(in millions)
North America $ 4¢ 3 21 % 2.8

Details of the Company’s 2010 North America foatpgonsolidation-restructuring program for thetfiteee months of 2011 are as follows:

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

Balance at December 31, 2C $ 2C $ — $ — $ 2.0
Net pre-tax restructuring charges — — 0.1 0.1
Utilization (0.2) — (0.1) (0.3)
Balance at April 3, 2011 $ 1.8 $ — 3 — 3 1.8

The following table summarizes expected, incurnedi i@@maining costs for the Company’s 2010 North Acaefootprint consolidation-
restructuring actions by type:

Asset write- Facility exit and
Severance downs other Total
(in millions)
Expected cost $ 20 $ 0.€ $ 232 % 4.9
Costs incurre— 2010 (2.0 — — (2.0)
Costs incurred— quarter ended April 3, 2011 — — (0.2 0.2
Remaining costs at April 3, 201 $ — $ 0€ $ 22§ 2.8

6. Earnings per Share

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

For the First Quarter Ended April 3, 2011 For the First Quarter Ended April 4, 2010
Income
Income (loss) Shares Per Share (loss) Shares Per Share
(Numerator) (Denominator) Amount (Numerator) (Denominator) Amount
(amounts in millions, except per share amounts)

Basic EPS
Net income (loss) per shal
Continuing operation $ 11.1 378 $ 0.3C $ 122 371 $ 0.3¢
Discontinued operations — — (4. (0.17)
Net income $ 11.1 $ 03C $ 8.1 $ 0.22
Effect of dilutive securitie
Common stock equivalents 0.2 0.2
Diluted EPS
Net income (loss) per shal
Continuing operation $ 11.1 $ 0.2¢ $ 122 $ 0.3
Discontinued operations — — (4.1 (0.11
Net income $ 11.1 377 $ 0.2¢ $ 8.1 372 $ 0.22
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Options to purchase 0.3 million and 0.7 milliongsaof Class A Common Stock were outstanding dutfiedirst quarters of 2011 and 2010,
respectively, but were not included in the compatebf diluted EPS because to do so would be ahtire.

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 reviewetid{ompany’s chief operating decision-maker.idttrcompany sales transactions have
been eliminated. Sales by region are based upatidocof the entity recording the sale. The accognpolicies for each segment are the s
as those described in the summary of significacbaating policies.

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

First Quarter Ended

April 3, April 4,
2011 2010
(in millions)
Net Sales
North America $ 202.1 % 198.t
Europe 124.( 116.5
China 3.8 4.3
Consolidated net sales $ 329.¢ % 319.:
Operating income (lost
North America $ 26.7 $ 27.€
Europe 9.7 10.€
China 0.8 (1.2)
Subtotal reportable segments 37.2 37.1
Corporate (*) (14.3) (11.7)
Consolidated operating income 22.¢ 26.C
Interest incom 0.3 0.2
Interest expens (5.9 (5.2
Other (0.7 0.2
Income from continuing operations before incometax $ 172 $ 212
Capital Expenditure
North America $ 34 § 3.2
Europe 3.1 315
China 0.1 0.1
Consolidated capital expenditures $ 6.6 $ 6.8
Depreciation and Amortizatic
North America $ 44 3 4.3
Europe 6.4 6.8
China 0.5 0.5
Consolidated depreciation and amortization $ 11.:  $ 11.€
Identifiable Asset:
North America $ 823t $ 799.¢
Europe 880.£ 666.1
China 90.1 93.2
Discontinued operations 1.8 12.1
Consolidated identifiable assets $ 1,795.¢ $ 1,571
Long-Lived Assets
North America $ 77 $ 81.¢
Europe 110.1 101.€
China 15.2 16.C
Consolidated long-lived assets $ 2032 $ 199.

* 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 inGloenpan’s December 31, 201



consolidated financial statements included in itm#al Report on Form 10-K.
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The North American segment includes U.S. net szl&482.9 million and $181.1 million for the firgtiarters of 2011 and 2010, respectiv:
The North American segment also includes U.S. llorep assets of $72.7 million and $75.3 millionAgdril 3, 2011 and April 4, 2010,
respectively.

The North American segment and the China segmehtda $3.8 million and $6.2 million, respectiveily,assets held for sale at April 3,
2011. The North American segment, China segmenEamdpe segment include $4.9 million, $5.9 millemd $0.4 million, respectively, in
assets held for sale at April 4, 2010.

Intersegment sales for the first quarter of 20¥INforth America, Europe and China were $0.9 milli$h.9 million and $30.7 million,
respectively. Intersegment sales for the firgrtgr of 2010 for North America, Europe and Chiraev$1.0 million, $2.1 million and $24.5
million, respectively.

8. Accumulated Other Comprehensive Income (Loss)

Accumulated other comprehensive income (loss) stssf the following:

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

Balance December 31, 201 $ 24¢ % (25.2) $ 0.3
Change in period 34.C 0.8 34.¢
Balance April 3, 2011 $ 58.¢ $ (249 $ 34.5
Balance December 31, 20 $ 51€¢ $ (215 $ 30.1
Change in period (23.9) 0.€ (23.9)
Balance April 4, 2010 $ 27.8 $ (209 $ 6.9

Accumulated other comprehensive income (loss)enctimsolidated balance sheets as of April 3, 2081Agoril 4, 2010 consist primarily of
cumulative translation adjustments and pensiona@lprior service costs and net actuarial losse Chmpany’s total comprehensive income
(loss) was as follows:

First Quarter Ended

April 3, April 4,
2011 2010
(in millions)
Net income $ 111 % 8.1
Foreign currency translation and pension adjustsent 34.¢ (23.9)
Total comprehensive income (loss) $ 45¢ % (15.7)

9. Debt

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

Borrowings outstanding under the Credit Agreemeairlinterest at a fluctuating rate per annum eu@) in the case of Eurocurrency rate
loans, the British Bankers Association LIBOR raligspan applicable percentage, ranging from 1.70%230%, determined by reference to
Company’s consolidated leverage ratio plus, incédee of certain lenders, a mandatory cost calalilataccordance with the terms of the
Credit Agreement, or (i) in the case of base ladms and swing line loans, the highest of (a)f¢keral funds rate plus 0.5%, (b) the rate of
interest in effect for such day as announced bykBdmimerica, N.A. as its “prime rate,” and (c) tBetish Bankers Association LIBOR rate
plus 1.0%, plus an applicable percentage, rangorg D.70% to 1.30%, determined by reference taChimpanys consolidated leverage ra

In addition to paying interest under the Credit égmnent, the Company is also required to pay cefig¢amin connection with the credit
facility, including, but not limited to, a facilitiee and letter of credit fees. Under the Credite®gnent, the Company is required to satisfy and
maintain specified financial ratios and other fic@ahcondition tests. The Credit Agreement mataresgune 18, 2015. The Company may
repay loans outstanding under the Credit Agreeirfrent time to time without premium or penalty, othiean customary breakage costs, if
any, and subject to the terms of the Credit Agregm@s of April 3, 2011, the Company had $92. llignil of borrowings and $34.9 million
stand-by letters of credit outstanding on the Gradreement. As of April 3, 2011, the Company wasa@mpliance with all covenants related
to the Credit Agreement and had $173.0 million mfised and available credit under the Credit Agregme

The Company is a party to several note agreemeritgther detailed in Note 11 of Notes to ConsdbdaFinancial Statements of the Annual
Report on Form 1@ for the year ended December 31, 2010. Theseagrements require the Company to maintain a fthealge coverac
ratio of consolidated EBITDA plus consolidated rerpense during the period to consolidated fixeatgis. Consolidated fixed charges are
the sum of consolidated interest expense for thegand consolidated rent expense. As of AprR@&l1, the Company was in compliar



with all covenants regarding these note agreements.
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10. Contingencies and Environmental Remediation

As disclosed in Part I, Item 1, “Product Liabiliggnvironmental and Other Litigation Matters” of titempany’s Annual Report on Form KO-
for the year ended December 31, 2010, the Comaaparty to certain litigation, has conductedrasestigation regarding information that
employees of CWV made payments to employees @&-stahed agencies and whether such payments mate/iBCPA, and the Company
is engaged in certain environmental remediationer@ have been no material developments with réspés contingencies and
environmental remediation proceedings during tre fhree months ended April 3, 2011.

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 Companytifiese plans is to contribute an
annual amount that does not exceed the maximum rintfeat can be deducted for federal income tax gaep.

The components of net periodic benefit cost arfelémvs:

First Quarter Ended

April 3, April 4,
2011 2010
(in millions)

Service co—Dbenefits earne $ 1.2 $ 1.1
Interest costs on benefits obligati 1kt 14
Expected return on asst (1.9 (1.5
Prior service costs and net actuarial loss amdicdiza 0.8 0.7
Net periodic benefit cost $ 1.€ $ 1.7

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

Three Months Ended
April 3, April 4,
2011 2010
(in millions)

Employer contribution: $ 2€ % 2.€

The Company expects to contribute approximately $illion to its pension plans for the remainde261.1.
12. Subsequent Events
Dividend Declarec

On May 3, 2011, the Company declared a quarteviyleind of eleven cents ($0.11) per share on eatdtamding share of Class A Common
Stock and Class B Common Stock.

Acquisition

On April 29, 2011, the Company completed the adtioiisof Danfoss Socla S.A.S. (Socla) and the eslavater controls business of certain
other entities controlled by Danfoss A/S, in a shamd asset purchase transaction. The aggregagielemtion paid was EUR 120.0 million,
which consisted of EUR 58.0 million in cash and EGIRO million of debt. The aggregate purchaseegpnichich is subject to working capital
and related adjustments, is equal to approxim&&hb.7 million based on the exchange rate of Eutd.8. dollars as of April 26, 2011. T
Company funded the transaction with cash on haddeamo-based borrowings under its Credit Agreemé@iie purchase price allocation for
Socla has not yet been completed.

Socla is a manufacturer of water protection vabses flow control solutions for the water market dnel heating, ventilation and air
conditioning market. Its major product lines irtdubackflow preventers, check valves and pres®adhgcing valves. Socla is based in
France, and its products are distributed worldvii@decommercial, residential municipal and indudtudse. Socla’s annual revenue for 2010
was approximately $130.0 million. Socla strengthiéxesCompany’s European plumbing and flow conttatfprm and also adds to its HVAC
platform.
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Had the Company completed the acquisition of Sattae beginning of 2010, the net sales, net incfvome continuing operations and
earnings per share from continuing operations wbalke been as follows:

First Quarter Ended

April 3, April 4,
2011 2010

Amounts in millions (except per share informati
Net sales $ 363.5 % 353.¢
Net income from continuing operatio $ 127 % 12.7
Net income per shar
Basic EPS— continuing operation $ 034 $ 0.3¢
Diluted EPS— continuing operation $ 034 $ 0.34

Net income from continuing operations for the gersriended April 3, 2011 and April 4, 2010 was agjdio include $0.5 million of n
interest expense related to the financing and &illl®n of net amortization expense resulting frdme estimated allocation of purchase price
to amortizable intangible assets. Net income fommtinuing operations for the quarter ended Apr@11 was also adjusted to exclude $1.1
million of non-recurring acquisition-related costs.
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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 anelsnoln this quarterly report on Form 10-Q, refesmto “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 quarterly data contained in this QardytReport on Form 10-Q generally
reflects the results of operations for a 13-wedkope

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 CHioa.over 135 years, we have designed and manuéacproducts that promote comfi
and safety and water quality and conservation mroercial and residential building applications. ¥&n revenue and income almost
exclusively from the sale of our products. Our pifial product lines include:

e water quality products, including backflow prevestand check valves for preventing reverse flovhinitvater lines and fire
protection systems and point-of-use and point-dfyewater 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, mamémd residential applications;

« water supply products for commercial and residéapalications;

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

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

» systems for under-floor radiant applications andrhvlic pump groups for gas boiler manufacturecs r@mewable energy
applications, including thermal control and solad &eat pump control packages; and

» flexible stainless steel connectors for natural leudd propane gas in commercial food service ggidential applications.

Our business is reported in three geographic seggmiorth America, Europe and China. We distritute products through three primary
distribution channels: wholesale, do-it-yourselfYDand original equipment manufacturers (OEMsjetast rates and credit availability have
an indirect effect on the demand for our products @ the effect such rates have on the numbeewfrasidential and commercial
construction starts and remodeling projects. Alihefse activities have an impact on our levelsatdsand earnings. An additional factor that
has had an effect on our sales and operating iné®fhectuation in foreign currencies, as a portarour sales and certain portions of our
costs, assets and liabilities are denominatedrirenuies other than the U.S. dollar.

During the first quarter of 2011, organic saleséased by 1.7% over last yeacomparable period, primarily due to increasedssablume ir
our North American and European wholesale mark@tgianic sales in the first quarter of 2011 inceglsis both Europe and North America
over the first quarter of 2010; in Europe by $3i8iom, or 3.1%, and in North America by $2.5 mlli, or 1.3%. We define organic sales
growth as the increase or decrease in sales fautient period compared to the prior period, ediclg the impact of the change in foreign
currency exchange, and excluding sales in thecyfrent period from business and product line asitjons that are included in our actual
results of operations for less than twelve mordhsl, (2) prior period from business and product divestitures that are included in our actual
results of operations for the twelve-month periodmto the divestiture. Key drivers of the salesrease were from our principal product
lines, particularly gas connectors and backflowwpngers in North America, and under-floor radiagating products and drain products in
Europe. Despite the sales growth, we experiencgiglat margin reduction due to increased raw mateasts. Bronze and brass are copper-
based alloys and are key raw materials. The conmtsnagiirkets, particularly copper, have experiendgdificant volatility over the past
several years. The spot price of copper at Aprd@BL.1 was approximately 18.9% higher than the ppoe at April 4, 2010. We typically
carry several months of inventory on-hand primadiiie to the significant extent of our internatiosalircing. To potentially mitigate these
cost increases we have announced a series ofipci@ases in North America and Europe. Additionadle are continuing to drive greater
plant absorption through facility consolidationglahrough productivity initiatives from continuoisprovement programs.

We believe that the factors relating to our futgrewth include the demand for clean water arouedatbrld, regulatory requirements relating
to the quality and conservation of water, contineatbrcement of plumbing and building codes, odulitglio 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 35 acquisitions since divesting odugtrial and oil and gas business in
1999. During 2010, we completed two acquisitiomsAgril 13, 2010 we acquired 100% of the outstagditock of Blue Ridge Atlantic
Enterprises, Inc. (BRAE) and on June 28, 2010 vagiiaed all the outstanding stock of Austroflex Rédwliersysteme GmbH (Austroflex).
Additionally, on April 29, 2011, we completed thegaisition of Danfoss Socla S.A.S. (Socla). Ouquasition strategy focuses on businesses
that manufacture preferred brand name productsatidriess ou
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themes of water quality, water conservation, wasdety, water flow control, HVAC and related compéntary markets. We target busine:
that will provide us with one or more of the follmg: an entry into new markets, an increase infgpace with existing customers, a new or
improved technology or an expansion of the breaflthur water quality, water conservation, wateesafind water flow control and HVAC
products for the residential and commercial comsiton markets.

Products representing a majority of our sales algest to regulatory standards and code enforcemérith typically require that these
products meet stringent performance criteria. Tioggetvith our commissioned manufacturers’ represems, we have consistently advocated
for the development and enforcement of such plumbades. We are focused on maintaining stringealitgucontrol and testing procedures
at each of our manufacturing facilities in ordentanufacture products in compliance with code nesménts and take advantage of the
resulting demand for compliant products. We belignat the product development, product testing ls#ipaand investment in plant and
equipment needed to manufacture products in comg#igvith code requirements, represent a competitivantage for us.

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 apsigrtcustomers in the form of price increases.

Another risk we face in all areas of our businessoimpetition. We consider brand preference, eeging specifications, code requirements,
price, technological expertise, delivery times,lgquand breadth of product offerings to be thenary competitive factors. As mentioned
previously, we believe that product developmentdprt testing capability and investment in plard aguipment needed to manufacture
products in compliance with code requirements isgmea competitive advantage for us. We are coradnitt maintaining our capital
equipment at a level consistent with current tetdgies, and thus we expect to spend approximate®ySsduring 2011.

In March 2010, in connection with our manufacturfogtprint consolidation, we closed the operatioh$ianjin Watts Valve Company Ltd.
(TWVC) and relocated its manufacturing to otheilftes. On April 12, 2010, we signed a definitieguity transfer agreement with a second
party to sell our equity ownership and remainingeds of TWVC. The sale is expected to be finalizefibre the end of the third quarter of
2011, subject to receiving all applicable governhagprovals. We expect to receive net proceedpmioximately $5.9 million from the sale.
We also expect to record a gain of approximately $7illion after-tax to recognize the cumulativeremcy translation adjustment related to
TWVC. Further, we will recognize a $3.9 million gab reverse a tax provision upon completion ofdhie.

Acquisitions

On April 29, 2011, we completed the acquisitiorSotla and the related water controls businessrtdineother entities controlled by Danfc
A/S, in a share and asset purchase transactioraddgregate consideration paid was EUR 120.0 mijllidrich consisted of EUR 58.0 million
in cash and EUR 62.0 million of debt. The aggregmatrchase price, which is subject to working @@ihd related adjustments, is equal to
approximately $175.7 million based on the exchaage of Euro to U.S. dollars as of April 26, 20M/e funded the transaction with cash on
hand and Euro-based borrowings under our Credieément.

Socla is a manufacturer of water protection vabses flow control solutions for the water market dnel heating, ventilation and air
conditioning market. Its major product lines irtdubackflow preventers, check valves and pres®adhecing valves. Socla is based in
France, and its products are distributed worldviidecommercial, residential municipal and indudtudse. Socla’s annual revenue for 2010
was approximately $130.0 million. Socla strengthemsEuropean plumbing and flow control platforntdatso adds to our HVAC platform.

Results of Operations
First Quarter Ended April 3, 2011 Compared to FirstQuarter Ended April 4, 2010

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 2011 and 2010ense follows:

First Quarter Ended First Quarter Ended % Change to
April 3, 2011 April 4, 2010 Consolidated
Net Sales % Sales Net Sales % Sales Change Net Sales
(dollars in millions)
North America $ 202.1 61.2% $ 198.t 62.2% $ 3.€ 1.1%
Europe 124.C 37.€ 116.5 36.t 7.5 2.3
China 3.8 1.1 4.3 1.3 (0.5 0.9
Total $ 329.¢ 100.% $ 319.: 100.% $ 10.€ 3.3%
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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 $ 2% 3€6% (06$ 55 0.8% 1.0%  (0.1)% 1.7% 1.2%  3.1% (13.9%
Foreign exchang 1.C (0.6) 0.1 0.5 0.2 (0.7 — 0.2 0.t (0.5 2.3
Acquired 0.1 4.5 — 4.€ — 1.4 — 1.4 0.1 3.8 —
Total $ 3% 753 (0.5$ 10.€ 1.1% 2.2%  (0.)% 3.2% 1.6% 6.4% (11.6%

Organic net sales in the North American wholesaeket in the first quarter of 2011 increased by8d@mpared to the first quarter of 2010.
This increase was primarily due to increased waléssof our gas connector and backflow producsli@rganic sales into the North American
DIY market in the first quarter of 2011 decrease®¥d compared to the first quarter of 2010, prinyafridbm decreased product sales volume.

Organic net sales in the European wholesale markestased by 5.2% compared to the first quart@0d40. This increase was primarily due
to strong sales in our drain product lines. Orgaaies into the European OEM market in the fiostrtgr of 2011 increased 1.9% compare
the first quarter of 2010, primarily from increassades of under-floor radiant heating productisnGerman OEM market. Organic sales into
the European DIY market in the first quarter of 2@icreased marginally compared to the first quat010.

The increases in net sales due to foreign exchargprimarily due to the appreciation of the Caaadiollar, partially offset by the
depreciation of the euro against the U.S. dollag. 8&nnot predict whether these currencies williooetto appreciate or depreciate agains
U.S. dollar in future periods or whether futureeiign exchange rate fluctuations will have a positiv negative impact on our net sales.

Acquired net sales growth in Europe and North Aoeevias due to the inclusion of Austroflex and BRAdSpectively.

Gross Profit.Gross profit and gross profit as a percent of aktss(gross margin) for the first quarters of 2@hdl 2010 were as follows:

First Quarter Ended

April 3, April 4,
2011 2010
(dollars in millions)
Gross profi $ 121.C $ 117.€
Gross margir 36.7% 36.8%

Gross margin decreased 0.1 percentage points firshguarter of 2011 compared to the first quaatie2010. Europe’s gross margin declined
primarily due to increased raw material costs thete not completely recovered in higher sales praoa inefficiencies from our restructur
program in France. North America’s gross margidided due to increased raw material costs thaewet completely recovered in the DIY
market and due to product mix. Gross margins imgddan China due to increased throughput in theoféet compared to the first quarter of
2010.

Selling, General and Administrative Expense3elling, General and Administrative, or SG&A, erpes for the first quarter of 2011 increz
$8.7 million, or 9.9%, compared to the first quad€2010. The increase in SG&A expenses washatable to the following:

(in millions) % Change
Organic $ 6.¢ 7.8%
Foreign exchang — —
Acquired 1.8 2.1
Total $ 8.7 9.5%

The organic increase in SG&A expenses was primdrily to the one-time separation benefit for oumfar chief executive officer of $6.3
million, consisting of $3.3 million in expected baseverance and a non-cash charge of $3.0 miltiothé modification of his stock options
and restricted stock awards. Additionally, we elg&red increased personnel-related costs and sexleariable selling expenses due to
higher sales volumes and increased acquisitiors coffset by a legal reimbursement settlement eng product liability costs. The
inclusion of Austroflex was the primary driver dietacquired increase. Total SG&A expenses, ascepige of sales, were 29.4% in the
quarter of 2011 compared to 27.7% in the first tpraof 2010.

Restructuring and Other Charge In the first quarter of 2011, we recorded a charfg®l.1 million primarily for severance and otlversts
incurred as part of our restructuring programs;aspared to $3.3 million for the first quarter @1®. For a more detailed description of our
current restructuring plans, see Note 5 of Notdsdosolidated Financial Statements.
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Operating Income. Operating income (loss) by geographic segmentifirst quarters of 2011 and 2010 were as fatow

% Change to

First Quarter Ended Consolidated
April 3, April 4, Operating
2011 2010 Change Income
(dollars in millions)
North America $ 26.7 $ 27¢ $ (0.9 (3.5%
Europe 9.7 10.€ (0.9 (3.5
China 0.8 (1.2) 1.6 7.2
Corporate (14.9) (11.7) (3.9 (12.2)
Total $ 225 $ 260 $ (3.2) (11.9%

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 $ @19H3$ 229% 1€ 3% B2S$ (52 (5.9% (8.5)% 6.1%  (12.9% (20.0% (5.1)% (20.% 145. (28.9%
Foreign exchang 0.2 — — — 0.2 0.8 — — — 0.8 0.7 — — —
Acquired 0.9 0.7 — — 1.0 1.2 2.9 — — (3.9 (@) (6.6) —
Restructuring/othe 0.6 2.C 0.2 — 2.S 2.3 7.7 1.2 — 11.2 2.2 18.¢ 27.5 —
Total $ (093$ (093$ 1¢ $ (323% (3D (3.5% (3.5% 7.3% (12.2% (11.9% (3.9% (8.5)% 172.7% (28.9%

The decrease in consolidated organic operatingriec@as primarily to due to the one-time separatiemefit for our former chief executive
officer and to the fact that we did not fully reemincreased commaodity costs in our sales pricéiseriEuropean OEM market and the North
American DIY market. We anticipate mitigating tigsue through announced additional price incremsB®rth America and Europe. Also,
as mentioned in the fourth quarter of 2010, we ¢@ttinued inefficiencies due to our restructurimggram in France. We anticipate
improvement in our margins in France as we draweardhe completion of this restructuring program.

Interest Expenst¢ Interest expense increased $0.7 million, or 13 f@#the first quarter of 2011 as compared tofitst quarter of 2010,
primarily due the incremental private placementtd@atad higher line of credit fees.

Income Taxes Our effective rate for continuing operationsr@ased to 35.6% in the first quarter of 2011, fA&2m% for the first quarter of
2010. The 2010 rate was impacted by a non-regutaxr charge for the expected repatriation of egsiof TWVC. The overall decrease in
rate was partially offset by hon-deductible acdigaicosts recorded in the first quarter of 201latesl to our recent agreement to acquire
Socla.

Net Income From Continuing Operatiol Net income from continuing operations for thatfiquarter of 2011 was $11.1 million, or $0.29 per
common share, compared to $12.2 million, or $0&3common share, for the first quarter of 2010.uRsdgor the first quarter of 2011

include an after-tax charge of $0.7 million, or@per common share, for restructuring and otharggs compared to an after-tax
restructuring and other charge of $4.2 million$6rl1 per common share, for the first quarter df®0Additionally, results include an after-
tax one-time separation benefit of $3.9 million$6r11 per common share. The impact of foreign amgk against the U.S. dollar was
minimal for the first quarter of 2011 comparedtie tomparable period in 2010. We cannot predictiérghe euro, Canadian dollar or
Chinese yuan will appreciate or depreciate agdélimst.S. dollar in future periods or whether futfoeign exchange rate fluctuations will
have a positive or negative impact on our net ireom

Loss From Discontinued Operatior The loss from discontinued operations for thet fijuarter of 2010 was primarily attributable to
estimated disgorgement of profits and legal casdtsted to the Unites States Foreign Corrupt Prestict (FCPA) investigation. These costs
are more fully described in Note 3 of Notes to Gidgited Financial Statements.

Liquidity and Capital Resources

We generated $0.9 million of cash from operatintvdies in the first quarter of 2011 as compare@®4.7 million of cash in the first quarter
of 2010. This decrease is partially due to incrdaseentory valuations due to higher commodity s@std additional inventory in connection
with our on-going restructuring programs. Cash fraaperating activities is typically lower in thedtrquarter due to normal seasonality in the
business and we anticipate cash flow improvemenutihout 2011.

We used $7.1 million of net cash from investing\atigs for the first quarter of 2011 primarily foapital equipment. For the remainder of
fiscal year 2011, we expect to invest approxima$®y.9 million in capital equipment as part of oagoing commitment to improve our
operating capabilities.

We generated $90.5 million of net cash from finagcctivities for the first quarter of 2011, prirafrom borrowing on our line of credit
facility in anticipation of the Socla acquisitigmartially offset by dividend payments.
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Our credit agreement (the Credit Agreement) presifbr a multi-currency $300.0 million, fiwgear, senior unsecured revolving credit fac
which may be increased by an additional $150.0enilunder certain circumstances and subject toettmes of the Credit Agreement. The
Credit Agreement has a sublimit of up to $75.0ionillin letters of credit.

Borrowings outstanding under the Credit Agreemeairlinterest at a fluctuating rate per annum equ@) in the case of Eurocurrency rate
loans, the British Bankers Association LIBOR raligspan applicable percentage, ranging from 1.70236%, determined by reference to
our consolidated leverage ratio plus, in the cdsedain lenders, a mandatory cost calculatedaoalance with the terms of the Credit
Agreement, or (ii) in the case of base rate loantssaving line loans, the highest of (a) the fed&radls rate plus 0.5%, (b) the rate of interest
in effect for such day as announced by Bank of ApagiN.A. as its “prime rate,” and (c) the BritiBlankers Association LIBOR rate plus
1.0%, plus an applicable percentage, ranging frof@% to 1.30%, determined by reference to the Caryipaonsolidated leverage ratio. In
addition to paying interest under the Credit Agreatmwe are also required to pay certain fees iimeoction with the credit facility, including,
but not limited to, a facility fee and letter okdit fees. Under the Credit Agreement, we are redub satisfy and maintain specified finan
ratios and other financial condition tests. Thed@rAgreement matures on June 18, 2015. We mayrkgans outstanding under the Credit
Agreement from time to time without premium or piynaother than customary breakage costs, if angl,subject to the terms of the Credit
Agreement. As of April 3, 2011, we had $92.1 roitliof borrowings and $34.9 million of stand-bydest of credit outstanding on the Credit
Agreement. As of April 3, 2011, we were in comptiarwith all covenants related to the Credit Agreenaed had $173.0 million of unused
and available credit under the Credit Agreement.

Working capital (defined as current assets lesseatitiabilities) as of April 3, 2011 was $701.6lllnn compared to $578.4 million as of
December 31, 2010. This increase was primarilytdube cash received from the borrowing under ithe df credit in anticipation of funding
the Socla acquisition. Cash and cash equivalenteased to $418.5 million as of April 3, 2011, pamed to $329.2 million as of
December 31, 2010. The ratio of current assetsitiet liabilities was 3.5 to 1 as of April 3, 20édmpared to 3.1 to 1 as of December 31,
2010.

Nor-GAAP Financial Measures

We believe free cash flow (a n@AAP financial measure) to be an appropriate supptgal measure of our operating performance bedt
provides investors with a measure of our abilitgémerate cash, to repay debt and to fund acaurisitOther companies may define free cash
flow differently. Free cash flow does not represegasth generated from operating activities in acmocd with GAAP. Therefore it should not
be considered an alternative to net cash provigemplrations as an indication of our performanceefeash flow should also not be
considered an alternative to net cash provideddeyaiions as defined by GAAP. The cash conversitmaf free cash flow to net income
from continuing operations is also a measure ofpeuformance in cash flow generation.

A reconciliation of net cash provided by continuimgerations to free cash flow and calculation af@ash conversion rate is provided below:

First Quarter Ended

April 3, April 4,
2011 2010
(in millions)
Net cash provided by continuing operating actigi $ 0c $ 4.7
Less: additions to property, plant, and equipn (6.€) (6.9
Plus: proceeds from the sale of property, plard, an
equipmen — 0.2
Free cash flow $ 5.7 % (1.9
Net income from continuing operatio $ 111 $ 12.2
Cash conversion rate of free cash flow to net inedmom
continuing operation (51.9% (15.6%

Our free cash outflow in the first quarter of 2@¢4ds a higher when compared to the first quart@0d0 primarily due to increased inventory
valuations due to higher commodity costs and aaiutiti inventory in connection with our on-going rasturing programs.

Our net debt to capitalization ratio (a non-GAARaficial measure, as reconciled below, defined @g ahd long-term interest-bearing
liabilities less cash and cash equivalents as @epéage of the sum of short and long-term intdoesting liabilities less cash and cash
equivalents plus total stockholders’ equity) foe first quarter of 2011 remained at 5.2%, compar&dDecember 31, 2010. Management
believes it to be an appropriate supplemental meadsecause it helps investors understand ouryatulimeet our financing needs and as a
basis to evaluate our financial structure. Our catagion may not be comparable to other companisniay define net debt to capitalization
differently.
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A reconciliation of long-term debt (including cuntgportion) to net debt and our net debt to cagasibn ratio is provided below:

April 3, December 31,
2011 2010
(in millions)
Current portion of lon-term deb $ 0.8 $ 0.7
Plus: lon¢-term debt, net of current portic 470.1 378.(
Less: cash and cash equivalents (418.5) (329.9)
Net debt $ 524 % 49.t
A reconciliation of capitalization is provided belo
April 3, December 31
2011 2010
(in millions)
Net debt $ 524 % 49t
Total stockholders’ equity 950.t 901.t
Capitalization $ 1,002.¢ $ 951.(
Net debt to capitalization rat 5.2% 5.2%

We maintain letters of credit that guarantee oufgpmance or payment to second parties in accoraiiih specified terms and conditions.
Amounts outstanding were approximately $34.9 milles of April 3, 2011 and December 31, 2010. Ottetle of credit are primarily
associated with insurance coverage and, to a lestenmt, foreign purchases and generally expirbiwibne year of issuance. These
instruments may exist or expire without being dradenvn, therefore they do not necessarily reprefsgate cash flow obligations.

Off-Balance Sheet Arrangements

Except for operating lease commitments, we haveffibalance sheet arrangements that have or asemahly likely to have a current or
future effect on our financial condition, changedinancial condition, revenues or expenses, regiflbperations, 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. Acatiiccounting 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. There were no chaimgascounting policies or significant
changes in accounting estimates during the firsetimonths of 2011.

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, revemeasoh 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
rebate programs, which are primarily annual volumeentive plans, allow customers to earn creditftaining agreed upon purchase targets
from us. We record estimated reductions to revemagle at the time of sale, for customer rebaterpmg based on estimated 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 dpeal 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 allowhnocegh an aging
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analysis of all their accounts. In China, managerapacifically analyzes individual accounts recbleaand establishes specific reserves as
needed along with providing reserves based on agiatysis.

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

Inventory valuatior

Inventories are stated at the lower of cost or mtarkith costs determined primarily on a first-irsfiout basis. We utilize both specific prod
identification and historical product demand ashihsis for determining our excess or obsolete itorgmreserve. We identify all inventories
that exceed a range of one to four years in s@tgs.is determined by comparing the current invenbalance against unit sales for the
trailing twelve months. New products added to ineenwithin the past twelve months are excludedrfithis analysis. A portion of our
products contain recoverable materials, therefoeeekcess and obsolete reserve is established amy oecoverable amounts. Changes in
market conditions, lower-than-expected 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 inveritmsyes adjusted for any change in the gross insebtdance.

Goodwill and other intangibles

We have made numerous acquisitions over the ydairdhvincluded 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 judgmentuding the identification of reporting units, assigent of assets and liabilities to reporting
units, and determination of the fair value of esghorting unit. We estimate the fair value of ceparting units using an income approach
based on the present value of estimated futureftash. We believe this approach yields the mogtrapriate 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 businesiaition. Values assigned to intangible
assets are determined by an independent valuatiorbésed on our estimates and judgments regaedipgctations of the success and life
cycle of products and technology acquired. Withabguisition of BRAE in April 2010, we have detenadl we have eight reporting units in
continuing operations, one of which has 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 sdiap must be performed. In the second steppnthaiiment is computed by comparing
the implied fair value of the reporting unit’s gwatl with the carrying amount of the goodwill. Ifié 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 valuitnire 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 modetisgive to the selected discount rate. We usergkparty valuation specialists to help
develop appropriate discount rates for each repprinit. We use standard valuation practicesriweaat 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 haeemhindered by the downturn in the commercialiasttutional end markets in the U.S.,
where Orion sells a majority of its drainage praduVhile Orion is currently meeting budgeted exatons, should Orion’s sales decline
because the commercial marketplace deterioratesndeyur current expectations, then the reportirngsugoodwill may be at risk for
impairment in the future. Orion’s goodwill balarae of April 3, 2011 was $24.6 million. As of Octol#d, 2010, our last impairment analysis
date, the fair value of the Orion reporting unitesded the carrying value by 17%.

Product liability and worker compensation costs

Because of retention requirements associated witinsurance policies, we are generally se$fured for potential product liability claims &
for workers’compensation costs associated with workplace actsdéNe maintain excess liability insurance withside insurance carriers
minimize our risks related to catastrophic claimgxcess of all self-insured positions. For prodiatility cases
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in the U.S., management estimates expected settterosts by utilizing loss reports provided by sacond-party administrators as well as
developing internal historical trend factors basadur specific claims experience. Managementzeslithe internal trend factors that reflect
final expected settlement costs. In other countriesmaintain insurance coverage with relativetyhhileductible payments, as product
liability claims tend to be smaller than those ejgreced in the U.S. Changes in the nature of claintie actual settlement amounts could
affect the adequacy of this estimate and requiamgés to the provisions. Because the liabilitynistimate, the ultimate liability may be
more or less than reported.

Workers’compensation liabilities in the U.S. are recognifm@ctlaims incurred (including claims incurred Imdt 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 dasemanagement’s estimates of the nature andigewtthe claims and based on
analysis provided by second-party administratocskanvarious state statutes and reserve requireméfg have developed our own trend
factors based on our specific claims experienceadinted based on risk-free interest rates. Irr @tiientries where workers’ compensation
costs are applicable, we maintain insurance coeenath limited deductible payments. Because thgillitg 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.
Any material change in the aforementioned factorddhave an adverse impact on our operating esult
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, 2010. 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 inherentlyncertain 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. Agstions are made regarding the valuation of bewoéligations and the performance of plan
assets. The primary assumptions are as follows:

» Weighted average discount ratéhis rate is used to estimate the current valdataofe benefits. This rate is adjusted based onemant ir
long-term interest rates.

» Expected long-term rate of return on assets—thésisaused to estimate future growth in investmantsinvestment 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 levels—thisisaised to estimate projected annual pay increagesh are used to determine the wage
base used to project employees’ pension benefittiastment.

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

Income 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 ésshate 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 variainogsexpectations 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 determbesed on differences between the book values arzhtes 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. We account for tax benefits when tha ite question meets the more-likely-than-not (gge#ttan 50% likelihood of being
sustained upon examination by the taxing authsjitiereshold.
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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 manufactupragess. We do not enter into derivative finanicisfruments for trading purposes. As a
matter of policy, all derivative positions are usededuce risk by hedging underlying economic expe. The derivatives we use are
instruments with liquid markets.

Our consolidated earnings, which are reported itddrStates dollars, are subject to translatidksrdue to changes in foreign currency
exchange rates. This risk is concentrated in tichaxge rate between the U.S. dollar and the elwed;)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 anddlareminated in European currencies or the U.Samadian dollar. We use foreign curre
forward exchange contracts to manage the riske@ltt intercompany purchases that occur duringdliese of a year and certain open
foreign currency denominated commitments to s@tpcts to second parties. For the first quarte20dfl. and 2010, unrealized income and
expense recorded in other (income) expense fartthrge in the fair value of such contracts was 8ollfon, of expense, and $0.2 million of
income, respectively.

We have historically had a low exposure on the obsur debt to changes in interest rates. Infoimnaébout our new and current long-term
debt, including principal amounts and related iegérates, appears in Notes 4 and 9 of this remakrin Note 11 of Notes to Consolidated
Financial Statements in our Annual Report on Fo@aKIfor the year ended December 31, 2010.

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 tteby changes in commaodity prices if we are unébleass on related price increases to our
customers. We manage this risk by monitoring rdlabarket prices, working with our suppliers to @efei the maximum level of stability in
their costs and related pricing, seeking altereasivpply sources when necessary, purchasing forveandnitments for raw materials, when
available, implementing cost reduction programs @aking increases in costs to our customers ifotheof price increases.

Item 4. Controls and Procedures

As required by Rule 13a-15(b) under the Securlieshange Act of 1934, as amended, or Exchangea&atf the end of the period covered
by this report, we carried out an evaluation urttersupervision and with the participation of oamagement, including our Chief Executive
Officer and Chief Financial Officer, of the effasthess of our disclosure controls and proceduredesigning and evaluating our disclosure
controls and procedures, we recognize that anyaisrand procedures, no matter how well designeldogerated, can provide only
reasonable assurance of achieving the desiredotatectives, and our management necessarily epjts judgment in evaluating and
implementing possible controls and procedures.éfffextiveness of our disclosure controls and praceslis also necessarily limited by the
staff and other resources available to us and ¢bgmphic diversity of our operations. Based upah évaluation, the Chief Executive Offi
and Chief Financial Officer concluded that, ashaf €nd of the period covered by this report, oscldsure controls and procedures were
effective, in that they provide reasonable asswdhat information required to be disclosed byruthe reports we file or submit under the
Exchange Act is recorded, processed, summarizedegadted within the time periods specified in 8exurities and Exchange Commiss®n’
rules and forms and are designed to ensure thaniattion required to be disclosed by us in the ntsgbat we file or submit under the
Exchange Act are accumulated and communicatedrtmanagement, including our Chief Executive Offiaad Chief Financial Officer, as
appropriate to allow timely decisions regardinguiegd disclosure.

There was no change in our internal control oveairfcial reporting that occurred during the quastated April 3, 2011, 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 disclosurerotsiand procedures, including our internal contnadr financial reporting, and may from
time to time make changes aimed at enhancing éfiieictiveness and to ensure that our systems ewittaeour business.
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Part Il. OTHER INFORMATION

ltem|. Legal Proceedings

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, 2010, we aretg fmacertain litigation and we are engaged inaiarenvironmental remediation. There
have been no material developments with respebete other contingencies and environmental rertiediproceedings during the three
months ended April 3, 2011.

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 whntify 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 materiabyrfithose indicated by these forward-looking stat@mas a result of a number of important
factors. These factors include, but are not lichite the following: the current economic and fiol condition, which can affect levels of
housing starts and remodeling, affecting the mandtere 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; realization of price
increases and pressure on prices from competg8opgliers, and/or customers; changes in varialégedst rates on our borrowings;
identification and disclosure of material weaknesseour internal control over financial reportifgilure to expand our markets through
acquisitions; failure or delay in developing newdhucts; lack of acceptance of new products; fatammanufacture products that meet
required performance and safety standards; forxghange rate fluctuations; cyclicality of marksisch as plumbing and heating
wholesalers and home improvement retailers, in kvihie market certain of our products; environmeotahpliance costs; product liability
risks; the results and timing of our manufactuniegtructuring plan; changes in the status of ctitiggation, the outcome of our investigati
into potential violations of the Foreign Corrupatices Act; and other risks and uncertaintiesudised under the heading “ltem 1A. Risk
Factors” in our Annual Report on Form 10-K for gfesar ended December 31, 2010 filed with the SeearExchange Commission, and in
other reports we file from time to time with thecBaties 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 3, 2011.

Issuer Purchases of Equity Securities

(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 30, 201 — — — —
January 31, 201- February 27, 201 22,75 % 38.8¢ — —
February 28, 2011 — April 3, 2011 17z $ 39.11 = =
Total 22,928 ¢ 38.8¢ — —

Iltem 6. Exhibits

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

Pursuant to the requirements of the Securities &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 13, 2011 By: /s/ David J. Coghla

David J. Coghlai
Chief Executive Office

Date: May 13, 2011 By: /s/ William C. McCartney
William C. McCartney
Chief Financial Officer and Treasui
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EXHIBIT INDEX

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

Exhibit No. Description

2.1 Share and Asset Sale and Purchase Agreement dagédh\pril 1, 2011 by and among Danfoss A/S andfDss
International A/S and Watts Water Technologies, &mal Watts Industries Deutschland

3.1 Restated Certificate of Incorporation, as amen@g

3.2 Amended and Restated -Laws (3)
10.1 Form of Indemnification Agreement between the Regig and certain directors and officers of the iRtegnt (4)
10.z Separation Agreement dated as of January 26, 28ebn the Registrant and Patrick ! Keefe (5)

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 purquaRule 13a-14(a) or Rule 15d-14(a) of the Se@sgikxchange Act of
1934, as amende

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

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

101.INS* XBRL Instance Documen

101.SCH* XBRL Taxonomy Extension Schema Docume

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Docuin

101.DEF’ XBRL Taxonomy Extension Definition Linkbase Docunh

101.LAB* XBRL Taxonomy Extension Label Linkbase Docum

101.PRE" XBRL Taxonomy Extension Presentation Linkbase Doenit

*

1)

()

(3)
(4)

()

Attached as Exhibit 101 to this report are thediwlhg formatted in XBRL (Extensible Business Repart_anguage):

(i) Consolidated Balance Sheets at April 3, 201d Bacember 31, 2010, (ii) Consolidated Statemein®perations for the First
Quarters Ended April 3, 2011 and April 4, 2010) @onsolidated Statements of Cash Flows for thst Ruarters Ended April 3,
2011 and April 4, 2010, and (iv) Notes to ConsdkdiaFinancial Statements.

In accordance with Rule 406T of Regulation S-T,XiBRL-related information in Exhibit 101 to this @uerly Report on Form 1Q-
is deemed not filed or part of a registration staet or prospectus for purposes of sections 12 af the Securities Act, is deemed
not filed for purposes of section 18 of the ExcleaAgt, and otherwise is not subject to liabilityden these sections.

Incorporated by reference to Exhibit 2.1 to the @any’s Current Report on Form 8-K dated April 112@File No. 001-11499).
The Registrant hereby agrees to furnish a supplaheopy of any omitted schedule or similar attaehirto this agreement to the
Securities and Exchange Commission upon request.

Incorporated by reference to the Registrant’s QuigrReport on Form 10-Q (File No. 001-11499) foe juarter ended July 3,
2005.

Incorporated by reference to the Registrant’s GurReport on Form 8-K (File No. 001-11499) dately 122, 2010.

Incorporated by reference to the Registrant’s AhRegport on Form 10-K (File No. 001-11499) for trear ended December 31,
2010.

Incorporated by reference to the Registrant’s GurReport on Form 8-K (File No. 001-11499) dateduday 26, 2011.
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Exhibit 31.1

WATTS WATER TECHNOLOGIES, INC.
CERTIFICATION PURSUANT TO

SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
I, David J. Coghlan, certify that:
1. I have reviewed this quarterly report on ForraQ 0f Watts Water Technologies, Inc.;

2. Based on my knowledge, this report does notaiominy 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:

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

(b) Designed such internal control over finanogdorting, or caused such internal control ovearicial reporting to be designed under our
supervision, to provide reasonable assurance reggitae 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 presentiais report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

(d) Disclosed in this report any change in thgasteant’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 comeer financial reporting; and

5. The registrant’s other certifying officer(s) alngiave 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 registeaability to record, process, summarize and refioancial information; and

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

Date: May 13, 201
/s/ David J. Coghla
David J. Coghlai
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 ForraQ 0f Watts Water Technologies, Inc.;

2. Based on my knowledge, this report does notaiominy 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:

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

(b) Designed such internal control over finanogdorting, or caused such internal control ovearicial reporting to be designed under our
supervision, to provide reasonable assurance reggitae 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 presentiais report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

(d) Disclosed in this report any change in thgasteant’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 comeer financial reporting; and

5. The registrant’s other certifying officer(s) alngiave 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 registeaability to record, process, summarize and refioancial information; and

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

Date: May 13, 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 13, 201
/s/ David J. Coghla
David J. Coghlai
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 13, 2011 /s/ William C. McCartney
William C. McCartney
Chief Financial Office!




