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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

September 3C
June 30,
2009 2008
(in millions)
Assets:
Cash and cash equivale $ 801 $ 183.¢
Receivables, ne 211.¢ 298.2
Inventories 383.1 459.¢
Deferred income taxe 44.1 48.2
Other current asse 83.C 60.€
Total current asse 801.7 1,050.:
Property, plant and equipment, | 296.¢ 356.¢
Goodwill — 871t
Identifiable intangible assets, r 674.1 789.¢
Other noncurrent asse 29.C 21.§
Total asset $ 1,801.¢ $ 3,090.:
Liabilities and stockholde’ equity:
Current portion of lon-term debt $ 19.: $ 9.7
Accounts payabl 89.2 156.(
Other current liabilitie: 89.¢ 129.(
Total current liabilities 198.2 2945
Long-term debt 941.¢ 1,085.¢
Deferred income taxe 227.¢ 295.¢
Other noncurrent liabilitie 100.: 85.C
Total liabilities 1,468.: 1,761.
Commitments and contingencies (Note
Series A: 600,000,000 shares authorized and 11%598@hares outstanding at June 30, 2
400,000,000 shares authorized and 29,528,763 sbatgsnding at September 30, 2( 1.2 0.2
Series B: 200,000,000 shares authorized and 8®3d4hares outstanding at September 30, — 0.¢
Additional paic-in capital 1,433t 1,428.¢
Accumulated defici (1,067.9) (81.¢)
Accumulated other comprehensive i (33.9 (19.6)
Total stockholder equity 333.¢ 1,328.¢
Total liabilities and stockholde’ equity $ 1,801.¢ $ 3,090.:

The accompanying notes are an integral part oftinelensed consolidated financial statements.
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Net sales

Cost of sale!

Gross profil

Operating expense
Selling, general and administrati
Impairment
Restructuring

Total operating expens:

Income (loss) from operatiol
Interest expense, n

Loss on early extinguishment of de
Gain on repurchase of de

Income (loss) before income tax
Income tax expense (benel

Net income (loss

Net income (loss) per shal
Basic

Diluted

Weighted average shares outstand
Basic

Diluted
Dividends declared per she

MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

Three months endec  Nine months endec
June 30, June 30,
2009 2008 2009 2008
(in millions, except per share amounts

$ 363: $ 5285 $1,053. $1,362.
305. 405.1 865..  1,045.¢
57.¢ 1232 187.7 316.¢
62. 69.€ 184.7 200.7
— — 970.¢ —
3.9 0.2 45.¢ 17.¢
66. 69.6  1,201. 218.¢
(8.5) 53.€ (1,013.9 98.(
17.2 17. 51.1 54.¢
2.3 — 2.3 —
— — (1.5) —
(28.0) 36.1 (1,065.) 432
(9.0) 15.¢ (79.9) 18.€

$ (19.0 $ 205 $ (9856 $ 24.

$ (016 $ 01f $ (859 $ 021
$ (0.16) $ 0.1t $ (857 $ 0.21
116.C 115.2 115.% 115.C
116.C 115.¢ 115.% 115.¢
$ 0017 $ 0.017° $ 0.052¢ $0.052¢

The accompanying notes are an integral part ofdnelensed consolidated financial statements.
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MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
NINE MONTHS ENDED JUNE 30, 2009

(UNAUDITED)

Balance at September 30, 2C

Net loss

Dividends declare

Stoclk-based compensatic

Stock issued under stock compensation p
Net unrealized loss on derivativ

Foreign currency translatic

Minimum pension liability

Balance at June 30, 20

Accumulated

Additional Accumu- other
Common comprehensiv
paid-in lated
stock capital deficit loss
(in millions)
$ 1.2 $ 1,428.¢ $ (81.¢) $ (19.6)
— — (985.9) —
— (6.1 — —
— 10.1 — —
— 0.€ — —
— — — (6.5)
— — — (7.5)
— — — (0.9
$ 1.2 $ 1,433 $(1,067.9) $ (33.9

The accompanying notes are an integral part oftinelensed consolidated financial statements.
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Total

$1,328.¢

(985.9)
(6.1)
10.1

0.6
(6.5)
(7.5)
(0.9)

$ 333.¢




MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities
Net income (loss

Adjustments to reconcile net income (loss) to @eshcprovided by operating activitie

Depreciatior
Amortization
Provision for doubtful receivable
Write off of deferred financing fee
Impairments and nc«-cash restructurin
Stoclk-based compensatic
Gain on repurchase of de
Deferred income taxe
Other, ne

Changes in assets and liabiliti
Receivable:
Inventories
Other asset
Accounts payable and other liabiliti

Net cash provided by operating activit

Investing activities
Capital expenditure
Acquisition of technolog!
Proceeds from sales of property, plant and equip

Net cash used in investing activiti

Financing activities
Increase (decrease) in outstanding chu
Debt borrowings
Debt paid and repurchas
Payment of deferred financing fe
Common stock issue
Dividends paic

Net cash used in financing activiti
Effect of currency exchange rate changes on

Net change in cash and cash equival
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

The accompanying notes are an integral part oftinelensed consolidated financial statements.

(UNAUDITED)

4

Nine months ended June 3(

2009 2008
(in millions)
$ (985.¢) $ 24.L
45.4 47.2
22.¢ 22.1
6.1 2.2
2.3 —
1,009. 14.¢
10.1 9.€
(1.9 —
(63.7) 5.C
6.2 1.¢
77.1 (33.9
70.2 2.€
(24.9) 10.¢
(105.%) (1.5
68.2 105.¢
(22.9) (60.¢)
(8.7) —
4.4 7.4
(27.9 (53.9
4.4 0.9
539. —
(672.7) (3.9
(9.9 —
0.6 1.2
(6.7 (6.0
(143.%) (9.9
(1.9 0.7
(103.) 43.C
183.¢ 98.¢
$ 80.1 $ 141



MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
JUNE 30, 2009
(UNAUDITED)

Note 1. Organization and Basis of Presentation

Mueller Water Products, Inc., a Delaware corporgttogether with its consolidated subsidiaries afees in three business segments:
Mueller Co., U.S. Pipe and Anvil. Mueller Co. maactures and sells fire hydrants, valves and relateducts used in residential water and
systems. U.S. Pipe manufactures and sells a bimadfl ductile iron pipe, restrained joint prodydittings and other products. Anvil
manufactures and sells a variety of pipe fittirgmjplings, pipe hangers, pipe nipples and relatedyzts. The “Company,” “we,” “us” or “our”
refer to Mueller Water Products, Inc. and subsid&or their management. With regard to the Comjsasggments, “we,” “us” or “our” may
also refer to the segment being discussed or itagement.

On October 3, 2005, Walter Energy, Inc. (“Walteekgy”, formerly Walter Industries, Inc.) acquireti@utstanding shares of a
predecessor company comprising the current Mu€lterand Anvil businesses (the “Mueller Acquisitipahd contributed them to its U.S. P
business to form the Company as it currently exists completed an initial public offering of ourri&s A common stock (NYSE: MWA) on
June 1, 2006 and, on December 14, 2006, Waltergigrikstributed all of our then-outstanding SeriesdBnmon stock to its shareholders (the
“Spin-off”). On January 28, 2009, each share of€3eB common stock was converted into one sha8edés A common stock.

Our consolidated financial statements are preparednformity with accounting principles generadigcepted in the United States of
America, which require us to make certain estimatesassumptions that affect the reported amodrassets, liabilities, sales and expenses
and the disclosure of contingent assets and liegsliActual results could differ from those estiesa All significant intercompany balances and
transactions have been eliminated. In our opirddimormal and recurring adjustments that we carsigtcessary for a fair financial statement
presentation have been made. The condensed catsdlidalance sheet data at September 30, 2008anmsdifrom audited financial
statements, but does not include all disclosurgsired by accounting principles generally acceptetthe United States. Certain
reclassifications have been made to previouslyrted@mounts to conform to current period presemat

Note 2. Impairment

Goodwill. At December 31, 2008, we reported estimated gobdwgairment charges of $59.5 million for U.S. Ripempletely
impairing its goodwill, and $340.5 million agairidteller Co.’s prior goodwill balance of $718.4 rah, subject to additional fair value
analysis. Any additional impairment charge wasenqtected to exceed $200 million. During the thremths ended March 31, 2009, our
common stock began trading at prices significalotlyer than prior periods, especially since earlprigary. Our lower market capitalization
prompted us to perform a second interim impairnassessment at March 31, 2009. This testing leldet@anclusion that all of our remaining
goodwill was fully impaired. During the three mosthinded March 31, 2009, we recorded additional wdbichpairment charges of $376.8
million for Mueller Co. and $92.7 million for Anviln performing this analysis at March 31, 2009,refeed upon both Level 2 data (publicly
observable data such as market interest ratestack price, the stock prices of peer companiestlaadapital structures of peer companies)
and Level 3 data (internal data such as our opeyatnd cash flow projections).

Other indefinite lived intangible assets.conjunction with the testing of goodwill for impment, we also compared the estimated fair
values of our identified other intangible assetsh&ir respective carrying values and determinatitthe carrying amount of trade names at
Mueller Co. had been impaired. At March 31, 2008,recorded an impairment charge against thesesass#101.4 million. In performing this
analysis, we relied upon both Level 2 data, moslg market interest rates and operating margimeer companies, and Level 3 data,
including our projections of Mueller Co. net saéesl operating margins. Mueller Co.’s trade names laaremaining carrying value of $263.0
million at June 30, 2009.



Note 3. Deferred Financing Fees

In connection with the amendment of the 2007 Cradieement discussed in Note 6, we wrote off unaiment deferred financing fees of
$2.3 million related to the 2007 Credit Agreememd aapitalized the incremental costs of the amemdime$9.9 million. Deferred financing
fees of $17.0 million at June 30, 2009 are schetiideamortize as follows: $3.7 million related he tRevolver amortize on a straigime basis
$1.5 million related to the Term A Loan amortizéngsthe effective-interest rate method; $5.8 millkelated to the Term B Loan amortize
using the effective-interest rate method; and $llon related to the 2007 Senior Subordinateddsaimortize using the effective-interest rate
method. All such amortization is over the remainieign of the respective indebtedness.

Note 4. Restructuring Activities

We have experienced significant declines in theatehfor our products since September 30, 2008|timegin most of our manufacturir
facilities operating significantly below their optal capacities. We have responded by reducing loeaticreducing operating hours and
reducing overall spending activities. During theenmonths ended June 30, 2009, we suspended pmutlebughout the Company for
varying time periods; consolidated facilities; iraplented temporary wage reductions, furloughs athgcesd work weeks for certain employe
and reduced headcount by approximately 700 peSpgleerance expense related to headcount reductioimgdhe three months and nine
months ended June 30, 2009 was $3.9 million andl ®illion, respectively, of which $3.9 million haet to be paid at June 30, 2009. At U.S.
Pipe’s North Birmingham facility, restructuring adties resulted in lower fixed costs, reduced afyaand a $38.5 million non-cash
restructuring charge, primarily for impairment @bperty, plant and equipment, during the nine memtided June 30, 2009. These assets wert
written down to estimated scrap value.

In November 2007, we announced our intention tee&aS. Pipes ductile iron pipe manufacturing operations inlBigton, New Jerse
eliminating approximately 180 jobs. These manufaatuoperations ceased during the three monthsceltdech 31, 2008. We continue to use
this facility as a full-service distribution cenfier customers in the Northeast. In connection whik action, we recorded total restructuring
charges of $18.3 million. During the nine monthdeshJune 30, 2009, we recorded $0.2 million of iBgtbn-related restructuring charges.
During the three months and nine months ended 30n2008, we recorded charges of $0.2 million ahd $ million, respectively. We do not
expect any future charges related to the closureasfufacturing operations in Burlington to be sfigant.

Note 5. Income Taxes

On October 1, 2007, we adopted the provisions wéiidial Accounting Standards Board Interpretation 48,Accounting for
Uncertainty in Income Taxesan interpretation of FASB Statement No. 1A8¢ounting for Income Tax€4%-IN 48”). See Note 12.

At June 30, 2009 and September 30, 2008, the tjedmlities for unrecognized income tax benefitsray&18.1 million and $22.3 million,
respectively. The decrease in gross unrecognizedenefits was primarily related to the effectiesalution of certain state tax matters. If
recognized at June 30, 2009, the gross liabilityuftrecognized tax benefits would increase incaamebenefit by $6.9 million and reduce
identifiable intangible assets by $11.2 million.

We recognize interest related to uncertain incamepbsitions as interest expense and would recegmiy penalties that may be incurred
as a component of selling, general and adminiggakpenses. At June 30, 2009 and September 30 @@0&d approximately $2.7 million
and $3.2 million, respectively, of accrued intemesated to uncertain tax positions. During theémonths and nine months ended June 30,
2009, we recorded $0.1 million of tax-related irttr We accrued $0.4 million and $1.0 million oflsinterest during the three months and
nine months ended June 30, 2008, respectively.



Tax years dating back to 1999 generally remain ap@&xamination by various U.S. and foreign taxaoghorities.

The effective income tax rates for the three moating nine months ended June 30, 2009 were 32.198.8%d respectively. We have
expenses that are not deductible for tax purpddesse items reduce the income tax benefit compartite federal statutory rate applied
against our loss before income taxes. The effeativeme tax rate for the nine months ended Jun@@P reflects very limited tax benefit
associated with the goodwill impairment. In additias a result of the impairment of the Mueller €ade names and the restructuring
charges, we are projecting a taxable loss foritmalfyear ending September 30, 2009. Our effedtiveme tax rate before the impact from the
goodwill impairment was approximately 38.1% for tiiee months ended June 30, 2009.

Note 6. Borrowing Arrangements

In June 2009, we amended the 2007 Credit Agreeroanprimary credit facility. Among other thingbetamendment resulted in reste
and new covenants and higher interest rates. Wad&100.0 million of borrowings under the agreehiertonnection with the amendment,
and we subsequently prepaid another $25.0 milkdimprepayments are made on a pro-rata basis betWeem Loan A and Term Loan B. We
incurred a loss on early extinguishment of det#28 million in connection with this amendment. Skxe 3.

The components of our long-term debt are presedveémnv.

June 30 September 3(C
2009 2008
(in millions)
2007 Credit Agreemen
Term Loan A $ 115.1 $ 141.¢
Term Loan B 424 526.7
7 3/ 8% Senior Subordinated Not 420.( 425.(
Other 1.8 2.2
961.2 1,095.!
Less current portio (19.9) (9.7)
$ 941« $ 1,085.¢

2007 Credit AgreementAt June 30, 2009, our amended credit agreemieat'2007 Credit Agreement”) consisted of a $200iail
senior secured revolving credit facility (the “Réxer”), a $115.1 million term loan (“Term Loan A&nd a $424.3 million term loan (“Term
Loan B”). The 2007 Credit Agreement contains custgntovenants and events of default, including naws that limit our ability to incur
debt, pay dividends and make investments. Subatlymail of our real and personal property has bgledged as collateral under the 2007
Credit Agreement.

Borrowings under the 2007 Credit Agreement bearéett at a floating rate equal to LIBOR plus a rimargnging from 500 to 600 basis
points depending on our consolidated senior sedinsdien leverage ratio, as defined in the 2@¥édit Agreement. At June 30, 2009, the
applicable margin was 550 basis points.

The Revolver terminates in May 2012 and there wereutstanding borrowings under the Revolver ae B0 2009. For any unused
borrowing capacity under the Revolver, we pay amiment fee, which ranges from 50 to 75 basis poilepending on our consolidated
senior secured first lien leverage ratio. At JuBeZD09, the applicable fee was 62.5 basis poliits.borrowing capacity under the Revolver is
subject to the financial covenants and is redugedutstanding letters of credit, which totaled $4aillion at June 30, 2009.

Term Loan A matures in May 2012. The principal bakat June 30, 2009 is scheduled to be repaidarteyly payments of
approximately $3.4 million commencing September®@@h the remaining balance paid at maturity. & 30, 2009, the weighted-average
effective interest rate was 8.9%, including the gimaand the effects of interest
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rate swap contracts. Based on information providedn external source, we estimate the fair vafubeoutstanding borrowings for Term
Loan A was $108.7 million at June 30, 2009.

Term Loan B matures in May 2014. The principal batais being repaid in quarterly payments of apipnately $1.3 million with the
remaining balance paid at maturity. At June 30,2@0e weighted-average effective interest rate 10a%%, including the margin and the
effects of interest rate swap contracts. Baseafamrmation provided by an external source, we estinthe fair value of the outstanding
borrowings for Term Loan B was $379.7 million ahéB80, 2009.

7 3/ 8% Senior Subordinated Notekhe 73 /8 % Senior Subordinated Notes (the “Notes”) maturdune 2017 and bear interest at
7.375%, paid semi-annually. Based on quoted markess, the outstanding Notes had a fair value3d0$ million at June 30, 2009.

During the nine months ended June 30, 2009, weirsth$5.0 million in principal of the Notes in tbpen market for $3.4 million in
cash. Net of writing off related deferred financiiegs of $0.1 million, this resulted in a gain epurchase of debt of $1.5 million.

The indenture securing the Notes contains custoemrgnants and events of default, including coventirat limit our ability to incur
debt, pay dividends and make investments. Subatlymail of our United States subsidiaries guararitee Notes.

We were in compliance with all applicable debt awawsts at June 30, 2009.

Note 7. Derivative Financial Instruments

On October 1, 2008, we adopted Statement of FiabAcicounting Standards No. 15air Value Measuremen{SFAS 157”). As a
result, the fair values of our derivative instrurtseat June 30, 2009 include the impact of our tmadings. These values were calculated using
market-observable inputs, referred to as Level RAS 157. The adoption of FAS 157 had no effecbonconsolidated results of operations or
consolidated cash flows and the effect on our dadfeted balance sheet was immaterial.

We are exposed to interest rate risk, commodityeprisk and foreign exchange risk relating to auyang business operations that we
manage to some extent using derivative instrum&yiésenter into interest rate swap contracts to maumaterest rate risk associated with our
variable-rate borrowings. We enter into natural ggap contracts to manage the price risk assocwtbdourchases of natural gas used in our
manufacturing processes. We enter into foreignetuy forward contracts to manage foreign currexchange risk associated with our
Canadian-dollar denominated intercompany loans.

We have designated our interest rate swap con@actsiatural gas swap contracts as cash flow hedges future interest payments ¢
purchases of natural gas, respectively. As a rehgteffective portion of the gain or loss on gheentracts is reported as a component of other
comprehensive loss and reclassified into inconteérsame periods during which the hedged transectiffect income. Gains and losses on
those contracts representing either hedge ineffaatiss or hedge components excluded from the assesesf effectiveness are recognized in
income as they occur.

Interest Rate Swap ContracBur interest rate swap contracts result in paymefitsterest at fixed rates ranging from 3.4% tb%.and
expire at various dates through September 2012o00tgtanding interest rate swap contracts at JAn2@9 and September 30, 2008 are
presented below. We also had $200.0 million totglomal amount of forward-starting interest rateapveontracts that will begin at various
future dates. These interest rate swap contragetalso used as cash flow hedges of future intpegghents.

Hedged loan principal

June 30 September 3C
Rate benchmark 2009 2008
(in millions)
9C-day LIBOR $ 375.C $ 475.(



The effects of our interest rate swap contractgherconsolidated statements of operations are pexséelow.

Three months endec Nine months endec
June 30, June 30,
2009 2008 2009 2008
(in millions)
Gain (loss) recognized in other comprehensive $ 3C $ 52 $ (6.5 $ 4.9
Loss reclassified from accumulated other compreakienass intc
income (3.9 (1.5 (7.9 (2.2

Natural Gas Swap Contract€Our natural gas swap contracts result in fixein@h gas purchase prices ranging from $6.05 perBdMo
$10.04 per MMBtu through September 2010. Our onthtey natural gas swap contracts at June 30, 200%aptember 30, 2008 are prese!
below.

Hedged MMBtu

June 30 September 3C
Rate benchmark 2009 2008
NYMEX natural gas 471,66 669,00(

The effects of our natural gas swap contracts erctimsolidated statements of operations are pexsdeiow.

Three months endec Nine months endec
June 30, June 30,
2009 2008 2009 2008
(in millions)
Gain (loss) recognized in other comprehensive $ 038 $ (0.9 $ — $ (0.t
Gain (loss) reclassified from accumulated other p@hensive
loss into income (1.9 0.4 (2.7 0.2
Ineffectiveness loss recognized in inca (0.2 — (0.2 —

Foreign Currency Forward Contract®ur outstanding foreign currency forward contrattdune 30, 2009 and September 30, 2008 are
presented below.

Hedged Canadian dollars

June 30 September 3C
Rate benchmark 2009 2008
(in millions)
Canadian dolla 28.C 28.C



Gains and losses on our foreign currency forwardrects are included in selling, general, and adtrative expenses, where they offset
the transaction losses and gains recorded in ctinnesith the intercompany loans. The effects of faueign currency forward contracts on
consolidated statements of operations are preséeted:.

Three months endec Nine months endec
June 30, June 30,
2009 2008 2009 2008
(in millions)
Gain (loss) recognized in incor $ (L9 $ (0.3 $ 2.2 $ 0.2
The fair values of our derivative contracts aresprged below.
June 30, 200¢ September 30, 200:
Fair Fair
Balance sheet locatiol value Balance sheet locatiot value
(in millions)
Asset derivatives
Derivatives not designated as hedging
instruments
Foreign currency forwarc Other noncurrent asse $ 1.2
Liability derivatives:
Derivatives designated as hedging instrume
Interest rate swag Other noncurrent liabilitie ~ $22.1  Other noncurrent liabilitie ~ $11.€
Natural gas swar. Other current liabilitie: 1.4  Other current liabilitie! 1.2
23.t 12.¢
Derivatives not designated as hedg
instruments
Foreign currency forwarc Other noncurrent liabilitie 1.3
$24.¢ $12.¢

Note 8. Retirement Plans
The components of net periodic benefit cost foirgef benefit pension plans and other postretirerenefit plans are as follows.

Defined benefit pension plan:

Three months endec Nine months endec
June 30, June 30,
2009 2008 2009 2008
(in millions)
Components of net periodic benefit cc

Service cos $ 1.C $ 1.1 $ 3¢ $ 3.8
Interest cos 5.8 5.3 17.4 15.¢
Expected return on plan ass (5.5 (6.7) (16.9) (20.9
Amortization of prior service co 0.2 0.2 0.6 0.€
Amortization of net los 0.¢ 0.2 2.5 0.t
Loss due to settlement or curtailmu — — — 14
Other — — — 0.1
Net periodic benefit co: $ 24 $ 01 $ 7.2 $ 1€
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Other postretirement benefit plans

Three months endec Nine months endec
June 30, June 30,
2009 2008 2009 2008
(in millions)
Components of net periodic bene

Service cos $ 0.1 $ — $ 0.2 $ 01
Interest cos 0.1 — 0.4 0.4
Amortization of prior service cred (0.9 (0.9) (2.5) (2.9
Amortization of net gail (0.9 0.3 1.2 (0.8)
Gain due to settlement or curtailmi — — — (0.9)
Net periodic benefi $ (L0 $ (1.9 $ (3)) $ (349

During the nine months ended June 30, 2008, we detkthe Mueller Water Products, Inc. Flexible Bérd¥lan, a retiree medical
coverage plan for U.S. Pipe employees, to elimittaegpayment of benefits beyond age 65. This amentidecreased our liability for the plan
by $8.8 million and resulted in an after-tax deseem accumulated other comprehensive loss of ifilibn. We also amended the Mueller Co.
Retirement Plan for Employees at Selected Locafionsmployees at our Decatur, lllinois facilityhi® amendment provided additional
employee benefits and as a result, we recordedraakee in the funded status of the plan of $2.Hamilind an after-tax increase in
accumulated other comprehensive loss of $1.5 millio

During the nine months ended June 30, 2008, ouaagctevised its analysis to account for the shatdof manufacturing operations at
U.S. Pipe’s Burlington facility. The revised ana$ysesulted in a decrease in the funded statuseoplan of $7.7 million and an after-tax
increase in accumulated other comprehensive lo$4.6fmillion. We recorded pension plan curtailmexpense of $1.2 million, partially offs
by an other postretirement benefit plan curtailngain of $0.8 million, which was included in restiuring charges for the three months ended
June 30, 2008.

The amortization of unrecognized prior year sergiost and of actuarial net losses, net of taxrecerded as components of accumulated
other comprehensive loss. We recorded increasasctomulated other comprehensive loss of $0.1 mibiod $0.4 million during the three
months and nine months ended June 30, 2009, résggaind decreases to accumulated other compreteeioss of $0.5 million and $1.3
million during the three months and nine monthseehdune 30, 2008, respectively, for this amoriwati

During the nine months ended June 30, 2009, weibated approximately $3.3 million to our defineenefit pension plans. We estim
total pension plan contributions during our fisgahr ending September 30, 2009 will be $20 milt@$25 million. We also expect to
contribute $0.7 million to our other postretirembenefit plans in fiscal 2009.
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Note 9. Stock-based Compensation Plans

During the three months and nine months ended 3002009, we granted instruments under our Musllater Products, Inc. Amended
and Restated 2006 Stock Incentive Plan and Mudlieter Products, Inc. 2006 Employee Stock Purchkseds follows.

Weighted
average
fair value
Number of per Total
instruments instrument fair value

(in millions except per instrument value)
Three months ended June 30, 2C

Restricted stock uni — $ 4.07 $ 0.2
Non-qualified stock option — 1.4¢ 0.1
Employee stock purchase plan instrume 0.1 2.51 0.2

0.1 $ 0.5

Nine months ended June 30, 20

Restricted stock uni 0.8 $ 5.6C $ 4.5
Non-qualified stock option 1kt 2.07 3.1
Employee stock purchase plan instrume 0.2 2.7¢€ 0.t

2. $ 8.1

We recorded stock-based compensation expense®h#ion and $10.1 million for the three monthsdamine months ended June 30,
2009, respectively, and $3.2 million and $9.6 roilfor the three months and nine months ended 30n2008, respectively. At June 30, 2009,
there was approximately $10.1 million of unrecogdizompensation expense related to stock awards.

We recorded net losses for the three months arelmanths ended June 30, 2009. Because the effeatlofling normally dilutive
securities in the earnings per share calculationlévbave been antidilutive, all stock-based comp#os instruments were excluded from the
calculation of diluted net loss per share for time¢ months and nine months ended June 30, 200¢hé-three months and nine months ended
June 30, 2008, 4.7 million instruments and 4.5iarilinstruments, respectively, were similarly extdd from the calculation of diluted net
income per share.
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Note 10. Supplemental Balance Sheet Information
Selected supplemental balance sheet informatipresented below.

June 30 September 3C
2009 2008
(in millions)
Inventories:
Purchased materials and manufactured | $ 58.1 $ 64.¢
Work in procest 91.7 117.5
Finished good 233.% 276.¢
$ 3831 $ 459«
Property, plant and equipment, n
Land $ 24: $ 251
Buildings 94.% 97.£
Machinery and equipme 624.2 623.(
Construction in progres 18.1 23.¢
Other 5.¢ 6.1
767.( 776.1
Accumulated depreciatic (470.2) (419.9
$ 296.¢ $ 356.¢
Other current liabilities
Compensation and benef $ 39.¢ $ 49.€
Cash discounts and reba 10.7 21.c
Taxes other than income tax 11.7 19.C
Interest 6.2 14.2
Warranty 5.€ 6.5
Severanci 04 14
Restructuring 3. 0.¢
Income taxe: 0.1 6.2
Environmenta .E 0.t
Other 10.¢ 9.4
$ 89.t $ 129.(
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Note 11. Comprehensive Income (LosS)
Comprehensive income (loss) for the three montlsname months ended June 30 is presented below.

Three months Nine months
ended June 30, ended June 30,
2009 2008 2009 2008
(in millions)
Net income (loss $(19.0 $20.: $ (985.) $24.z
Adjustments
Net unrealized gain (loss) on derivative instrurs 6.4 8.7 (10.6) (7.5)
Less income tax effe (2.6) (3.5 4.1 3.C
3.8 5.2 (6.5) (4.5)
Foreign currency translatic 5.C 1.C (7.5) (0.7)
Minimum pension liability (0.2 (1.0 (0.9 (3.5
Less income tax effe 0.1 0.4 0.1 1.4
(0.7 (0.6) (0.9 (2.1
Comprehensive income (los $(10.5) $25.¢ $(1,000.)  $17.1
Accumulated other comprehensive loss is presergbhvb
June 30 September 3C
2009 2008
(in millions)
Net unrealized loss on derivativ $ (149 $ (7.6)
Foreign currency translatic (0.2 7.4
Minimum pension liability (19.9) (19.9
Accumulated other comprehensive | $ (339 $ (19.9)

Note 12. Non-cash Investing and Financing Activite
During the nine months ended June 30, 2009, wdvwedaertain tax matters relating to Mueller Cod @&mvil involving periods prior to
the Mueller Acquisition. The resolution of thesettees had the effect of decreasing goodwill andwet liabilities by $2.0 million each.

During the nine months ended June 30, 2008, we detka retiree medical coverage plan within U.SeRipd a defined benefit pension
plan within Mueller Co. These amendments had theviing impact on our condensed consolidated balasieet (in millions).

Decrease in noncurrent pension as $(2.9)

Decrease in noncurrent pension liabilit 6.2

Increase in accumulated other comprehensive inc (3.9
$—
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On October 1, 2007, we adopted FIN 48, which haddiowing impact, including reclassifications, oar condensed consolidated

balance sheet (in millions).

Increase in goodwil

Increase in noncurrent taxes receive
Decrease in current taxes paya
Increase in noncurrent taxes paye
Increase in accumulated defi

15

$ 0E
4.7
6.7
(12.9)
0.5

$ —




Note 13. Segment Information

Segment assets consist primarily of receivablegntories, property, plant and equipment and intdagssets. Summarized financial
information for our segments is as follows.

Three months endec Nine months endec
June 30, June 30,
2009 2008 2009 2008
(in millions)
Net sales, excluding intersegment sa

Mueller Co. $ 154.¢ $ 203.( $ 389.( $ 533.t
U.S. Pipe 96.7 167.7 305.¢ 392.¢
Anvil 111.¢ 157.¢ 358.F 436.%

$ 363.C $ 528.% $1,053.: $1,362.

Intersegment sale

Mueller Co. $ 4.4 $ 6.4 $ 13.C $ 15.¢
U.S. Pipe 0.8 0.7 1.6 1.¢
Anvil 0.1 0.1 0.4 0.5

$ 5.3 $ 7.2 15.C $ 18.C

Depreciation and amortizatio

Mueller Co. $ 12 $ 12:¢ $ 38. $ 37z
U.S. Pipe 4.3 5.4 16.€ 16.7
Anvil 4.4 5.C 13.C 15.C
Corporate 0.2 0.1 0.5 0.4

$ 21€ $ 22¢ $ 68.c $ 69.:

Restructuring and impairmer

Mueller Co. $ 0.7 $ — $ 820.] $ —
U.S. Pipe i1z 0.2 100.¢ 17.¢
Anvil 1.7 — 95.¢ —
Corporate — — 0.2 —
$ 3.8 $ 0.2 $ 1,016.¢ $ 17
Income (loss) from operation
Mueller Co. $ 12.¢ $ 40« $ (795.9) $ 92.€
U.S. Pipe (18.5 2.9 (135.7) (15.2)
Anvil 5.C 21.€ (55.9 50.7
Corporate (8.7) (11.6) (27.9) (30.7)

$ (BF $ 536  $1,013.9 $ 98

Capital expenditure:

Mueller Co. $ 1.7 $ 5.C $ 7.8 $ 13
U.S. Pipe 1€ 15.c 7.1 38.c
Anvil 18 3.C 7.5 8.5
Corporate — 0.2 0.3 0.2

$ 5.1 $ 23t $ 221 $ 60.€
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Mueller

u.s.
Co. Pipe Anvil Corporate Total
(in millions)

Total assets

June 30, 200 $ 957.1 $280.¢ $390.¢ $ 1727 $1,801.¢

September 30, 20( 1,841.: 471.¢ 517.( 260.2 3,090.:
Goodwill:

June 30, 200 $ — $ — $ — $ — $ —

September 30, 20( 719.2 59.t 92.¢ — 871.k
Identifiable intangible assets, n

June 30, 200 $ 584¢ $107 $78E % — $ 674.1

September 30, 20( 697.: 11.4 81.1 — 789.¢

Note 14. Commitments and Contingencies

We are involved in various legal proceedings tlaateharisen in the normal course of operationsudinl the proceedings summarized
below. The effect of the outcome of these mattarsur future results of operations cannot be ptediwith certainty as any such effect
depends on future results of operations and theuatramd timing of the resolution of such matterthed than the litigation described below,
do not believe that any of our outstanding litigativould have a material adverse effect on ountassies, operations or prospects.

EnvironmentalWe are subject to a wide variety of laws and reijpda concerning the protection of the environmbénth with respect t
the construction and operation of many of our @amtd with respect to remediating environmentatidt@ms that may exist at our and other
properties. We believe that we are in substantiaigliance with federal, state and local environraklatwvs and regulations. We accrue for
environmental expenses resulting from existing @t that relate to past operations when thescast probable and reasonably estimable.

In September 1987, we implemented an Administrafisasent Order (“ACO”) for our Burlington plant thaas required under the New
Jersey Environmental Cleanup Responsibility Act(tkmown as the Industrial Site Recovery Act). THe@\required soil and ground water
cleanup, and we have completed, and have receivaldapproval on, the soil cleanup required byAl0. We are continuing to address
ground water issues at this site. Further remexdiatould be required. These remediation costs»grected to be minimal. Long-term ground
water monitoring is also required to verify natuatenuation. We do not know how long ground waitenitoring will be required and do not
believe monitoring or further cleanup costs, if anill have a material adverse effect on our coigedéd financial condition or results of
operations.

In June 2003, Solutia Inc. and Pharmacia Corpardtiollectively “Solutia”) filed suit against U.Ripe and a number of co-defendant
foundry-related companies in the U.S. District Gdiar the Northern District of Alabama for contriimn and cost recovery allegedly incurred
and to be incurred by Solutia in performing rem#draof polychlorinated biphenyls (“PCBs”) and hgawetals in Anniston, Alabama,
pursuant to a partial consent decree with the drifates Environmental Protection Agency (“EPA”)SUPipe and certain co-defendants
subsequently reached a settlement with the EPAeramy their liability for certain contamination &md around Anniston, which was
memorialized in an Administrative Agreement and @ran Consent (“AOC”) that became effective in JagR006. U.S. Pipe has reached a
settlement agreement whereby Phelps Dodge Indsisirie., a co-defendant and co-respondent on th€,A@s assumed U.S. Pipa&bligatior
to perform the work required under the AOC.

U.S. Pipe and the other settling defendants cortteatdthe legal effect of the AOC extinguishes 8als claims and they filed a motion
for summary judgment to that effect. Discoveryhistmatter had been stayed while the motion formary judgment was pending. The court
recently issued a summary judgment order, holdiag plaintiffs’ claims for contribution are barred by the AOC bivinig plaintiffs the right tc
seek to recover cleanup
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costs they voluntarily incurred. The court grangemhotion for immediate appeal to the Eleventh GirCourt of Appeals, but the Eleventh
Circuit declined to take the appeal. We currentlyédhno basis to form a view with respect to thébphility or amount of liability in this matte

U.S. Pipe and a number of co-defendant foundrytedlaompanies were named in a putative civil ces®n case originally filed in
April 2005 in the Circuit Court of Calhoun Counf(fabama, and removed by defendants to the U.Sri€ti€ourt for the Northern District of
Alabama under the Class Action Fairness Act. Thatjue plaintiffs in the case filed an amended ctaimp with the U.S. District Court in
December 2006. The amended complaint alleged Istateort claims (negligence, failure to warn, wamtess, nuisance, trespass and outrage)
arising from creation and disposal of “foundry saalleged to contain harmful levels of PCBs andeottoxins, including arsenic, cadmium,
chromium, lead and zinc. The plaintiffs originafigught damages for real and personal property @natlier unspecified personal injury. In
June 2007, a Motion to Dismiss was granted to Bifge and certain co-defendants as to the claimsdgligence, failure to warn, nuisance,
trespass and outrage. The remainder of the complaim dismissed with leave to file an amended camplOn July 6, 2007, plaintiffs filed a
second amended complaint, which dismissed priagmslaelating to U.S. Pipe’s former facility locatadi2101 West 10 Street in Anniston,
Alabama and no longer alleges personal injury daaintiffs filed a third amended complaint oty Ri7, 2007. U.S. Pipe and the other
defendants have moved to dismiss the third ameodglaint. In September 2008, the court issuedrdaran the motion, dismissing the
claims for wantonness and permitting the plaintiéfsnove forward with their claims of nuisancespass and negligence. Management
believes that numerous procedural and substangifendes are available. We currently have no badrtn a view with respect to the
probability or amount of liability in this matter.

In the acquisition agreement pursuant to whichegl@cessor to Tyco International Ltd. (“Tyco”) solar Mueller Co. and Anvil
businesses to the prior owners of these busin@sgagyust 1999, Tyco agreed to indemnify the Conypamd its affiliates, among other things,
for all “Excluded Liabilities”. Excluded Liabilitie include, among other things, substantially abilities relating to prior to August 1999. The
indemnity survives indefinitely and is not subjextany deductibles or caps. However, we may beoresple for these liabilities in the event
that Tyco ever becomes financially unable to oeotfise fails to comply with, the terms of the indety. In addition, Tyco’s indemnity does
not cover liabilities to the extent caused by utheroperation of our businesses after August 1888does it cover liabilities arising with
respect to businesses or sites acquired after AUI®. In June 2007, Tyco was separated into teparate, publicly traded companies.
Should the entity or entities that assume Tycolgakbons under the acquisition agreement ever imecfinancially unable or fail to comply
with the terms of the indemnity, we may be respalesior such obligations or liabilities.

Some of our subsidiaries have been named as defisrideasbestos-related lawsuits. We do not belieese lawsuits, either individually
or in the aggregate, are material to our consauiinancial position or results of operations.

Other Litigation.We are parties to a number of other lawsuits agigirthe ordinary course of our businesses, inalgigiroduct liability
cases for products manufactured by us and by gairties. We provide for costs relating to thesetensitwhen a loss is probable and the am
is reasonably estimable. Administrative costs eeldb these matters are expensed as incurred.fiEoe & the outcome of these matters on our
future results of operations cannot be predictetl eertainty as any such effect depends on fueselts of operations and the amount and
timing of the resolution of such matters. While thsults of litigation cannot be predicted withtaerty, management believes that the final
outcome of such other litigation is not likely tae a materially adverse effect on our consolidfitezhcial statements.

Walter Energy-related Income Tax&ach member of a consolidated group for federalrimetax purposes is severally liable for the
federal income tax liability of each other membEthe consolidated group for any year in whicksiaimember of the group at any time during
such year. Each member of the Walter Energy catfest@ldl group, which included the Company throughelrdser 14, 2006, is also jointly and
severally liable for pension and benefit fundingl &rmination liabilities of other group members veell as certain benefit plan taxes.
Accordingly, we could be liable under such provisian the event any such liability is incurred, awod discharged, by any other member of
Walter Energy consolidated group for any periodrduwhich we were included in the Walter Energy smlidated group.
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A dispute exists with regard to federal income safce fiscal years 1980 through 1994 allegedly owgdhe Walter Energy consolidated
group, which included U.S. Pipe during these peviditcording to Walter Energy’s Quarterly Reportform 10-Q for the quarter ended
March 31, 2009, Walter Energy’s management estidhi@t the amount of tax claimed by the Internald®eie Service was approximately
$34.0 million for issues currently in dispute imkeuptcy court for matters unrelated to us. Thi®ani is subject to interest and penalties. In
addition, the Internal Revenue Service has issuddtiwe of Proposed Deficiency assessing addititarabf $82.2 million for the fiscal years
ended May 31, 2000, December 31, 2000 and Dece®ih@001. As a matter of law, the Company is jgiathd severally liable for any final
tax determination, which means that in the eventt&/&nergy is unable to pay any amounts owed, weldvbe liable. Walter Energy
disclosed in the above mentioned Form 10-Q thaglieves its filing positions have substantial rarid that it intends to defend vigorously
any claims asserted.

Walter Energy effectively controlled all of our tdrcisions for periods during which we were a manati¢he Walter Energy
consolidated federal income tax group and certamhined, consolidated or unitary state and loazbine tax groups. Under the terms of the
income tax allocation agreement between us andéMatiergy dated May 26, 2006, we generally computdax liability on a stand-alone
basis, but Walter Energy has sole authority togedo and conduct all tax proceedings (includargdudits) relating to our federal income
and combined state returns, to file all such retunm our behalf and to determine the amount ofiability to (or entitlement to payment from)
Walter Energy for such previous periods. This ageanent may result in conflicts between Walter Epengd us. The Spin-off was intended to
qualify as a tax-free spin-off under Section 35%haf Internal Revenue Code of 1986, as amendeatidition, the tax allocation agreement
provides that if the Spin-off is determined nobtax-free pursuant to Section 355 of the InteRelenue Code of 1986, as amended, we
generally will be responsible for any taxes incdrby Walter Energy or its shareholders if such sevesult from certain of our actions or
omissions and for a percentage of any such taxesitk not a result of our actions or omissiond/after Energy’s actions or omissions or
taxes based upon our market value relative to WEhergy’s market value. Additionally, to the extdmat Walter Energy was unable to pay
taxes, if any, attributable to the Spiff-and for which it is responsible under the tdreation agreement, we could be liable for thasess as
result of being a member of the Walter Energy cbidated group for the year in which the Spin-oftorred.

Other.In our opinion, accruals associated with contingenacurred in the normal course of business afficent. Resolution of
existing known contingencies is not expected tecifbur financial position or results of operatisignificantly.

Note 15. Subsequent Events

We have evaluated these financial statements figegjuent events through the filing of these finanstatements with the Securities and
Exchange Commission on August 10, 2009.

On July 29, 2009, we declared a dividend of $0.0dét5share on our Series A common stock, payabkeugiust 20, 2009 to stockhold:
of record at the close of business on August 10920
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Note 16. Consolidating Guarantor and Non-GuarantorFinancial Information

The following information is included as a resultloe guarantee by certain of our wholly-owned Wdsidiaries, both direct and
indirect, (the “Guarantor Companies”) of the Notdene of our other subsidiaries guarantee the N&ash of the guarantees is joint and
several and full and unconditional. The Guarantem@anies at June 30, 2009 are as follows.

State of incorporation

Name or organization
Anvil 1, LLC Delaware
Anvil 2, LLC Delaware
Anvilstar, LLC Delaware
Anvil International, LF Delaware
Fast Fabricators, LLt¢ Delaware
Henry Pratt Company, LL! Delaware
Henry Pratt International, LL! Delaware
Hersey Meters Co., LL¢ Delaware
Hunt Industries, LLC Delaware
Hydro Gate, LLC Delaware
James Jones Company, LI Delaware
J.B. Smith Mfg. Co., LLC Delaware
MCO 1, LLC Alabama
MCO 2, LLC Alabama
Milliken Valve, LLC Delaware
Mueller Co. Ltd. Alabama
Mueller Financial Services, LL Delaware
Mueller Group, LLC Delaware
Mueller International, Inc Delaware
Mueller International, L.L.C Delaware
Mueller International Finance, In Delaware
Mueller International Finance, L.L.( Delaware
Mueller Service California, Inc Delaware
Mueller Service Co., LL(C Delaware
Mueller Technologies, LL( Delaware
United States Pipe and Foundry Company, | Alabama
U.S. Pipe Valve & Hydrant, LL( Delaware
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Mueller Water Products, Inc. and Subsidiaries
Consolidating Balance Sheet
June 30, 2009

Non-
Guarantor guarantor
Issuer companies companie: Eliminations Total
(in millions)
Assets:

Cash and cash equivale! $ 652 $ (0.7 $ 15.C $ — $ 80.1
Receivables, ne — 179.7 317 — 211.¢
Inventories — 327.¢ b5.7 — 383.]
Deferred income taxe 43.¢ — 0.2 — 44.]
Other current asse 45.2 35.¢ 2.C — 83.C
Total current asse 154.2 542.¢ 104.5 — 801.7
Property, plant and equipme 2.4 278.€ 15.¢ — 296.¢

Goodwill — — — — —
Identifiable intangible assets, r — 674.] — — 674.1
Other noncurrent asse 24.¢ 2.8 1kt — 29.C

Investment in subsidiarie (91.9 25.7 — 65.¢€ —
Total asset $ 89. $ 1,524.; $ 122.( $ 65.€ $1,801.¢

Liabilities and equity

Current portion of dek $ 18.€ $ 0.7 $ — $ — $ 19.:
Accounts payabl 4.7 72.7 11.¢ — 89.2
Other current liabilitie: 21.7 63.€ 4.t — 89.¢
Total current liabilities 45.C 137.C 16.4 — 198.¢

Intercompany accoun (1,492.4 1,412.¢ 79.t — —
Long-term debt 940.¢ 1.C — — 941.¢
Deferred income taxe 227.3 — 0.3 — 227.¢
Other noncurrent liabilitie 35.F 64.7 0.1 — 100.:
Total liabilities (243.9) 1,615.¢ 96.3 — 1,468..
Equity 333.¢ (91.5) 25.7 65.¢ 333.¢
Total liabilities and equit $ 89.7 $ 1,524. $  122.( $ 65.¢ $1,801.¢




Assets:

Cash and cash equivalel
Receivables, ne
Inventories
Deferred income taxe
Other current asse

Total current asse
Property, plant and equipme
Goodwill

Identifiable intangible assets, r

Other noncurrent asse
Investment in subsidiarie

Total asset

Liabilities and equity

Current portion of dek
Accounts payabl
Other current liabilitie:
Total current liabilities
Intercompany accoun
Long-term debt
Deferred income taxe
Other noncurrent liabilitie
Total liabilities
Equity
Total liabilities and equit'

Mueller Water Products, Inc. and Subsidiaries
Consolidating Balance Sheet
September 30, 2008

Non-
Guarantor guarantor
Issuer companies companie: Eliminations Total
(in millions)

$ 179.1 $ (4.€) $ 94 $ — $ 183.¢
— 256.5 4175 — 298.2
— 392.1 67.2 — 459.¢
47.¢ — 0.3 — 48.2
20.t 37.€ 2.5 — 60.€
2475 681.¢ 121.% — 1,050.:
2.€ 338.( 16.Z — 356.¢
— 871.t — — 871.t
— 789.¢ — — 789.¢
18.: 1.7 1.8 — 21.¢

901./ 18.F — (919.9 —
$1,169.¢ $ 2,701. $ 1392 % (919.9 $3,090.:
$ 8.¢ $ 0.8 $ — $ — $ 9.7
8.3 132.¢ 14.¢ — 156.(
39.5 82.2 7.3 — 129.(
56.7 215.¢ 22.2 — 294.5

(1,619.) 1,521.¢ 98.1 — —
1,084." 11 — — 1,085.¢
295t — 0.3 — 295.¢
23.7 61.2 0.1 — 85.(
(159.)) 1,799. 120.7 — 1,761.
1,328.¢ 901./ 18.F (919.9 1,328.¢
$1,169.¢ $ 2,701.. $ 139 $ (919.9 $3,090.:
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Net sales
Cost of sale
Gross profi
Operating expense

Selling, general and administrati

Impairment

Restructuring

Total operating expens

Income (loss) from operatiol
Interest expense (income),
Loss on early extinguishment of de
Gain on repurchase of de
Income (loss) before income tax
Income tax expense (benel
Equity in loss of subsidiarie
Net loss

Mueller Water Products, Inc. and Subsidiaries
Consolidating Statement of Operations

Three Months Ended June 30, 2009

Non-
Guarantor guarantor
Issuer companies companie: Eliminations Total
(in millions)
$ — $ 300.( $ 63.2 $ — $363.2
— 249.¢ 55.F — 305.4
— 50.1 7.7 — 57.¢
7.9 46.C 8.5 — 62.£
_ 3¢ _ _ 36
7.9 49.¢ .E — 66.2
(7.€ 0.2 (0.9 — (8.5)
17.: (0.7 — — 17.2
2.3 — — — 2.3
(27.5) 0.3 (0.9 — (28.0
(9.5 0.7 (0.2 — (9.0
(1.0 (0.6) — 1.6 —
$(19.0) $ (1.0) $ (0.6€) $ 1.6 $(19.0
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Net sales
Cost of sale
Gross profi
Operating expense

Selling, general and administrati

Impairment

Restructuring

Total operating expens

Income (loss) from operatiol
Interest expense (income),
Loss on early extinguishment of de
Gain on repurchase of de
Income (loss) before income tax
Income tax expense (benel
Equity in income (loss) of subsidiari
Net income (loss

Mueller Water Products, Inc. and Subsidiaries

Consolidating Statement of Operations
Nine Months Ended June 30, 2009

Non-
Guarantor guarantor
Issuer companies companie:  Eliminations Total
(in millions)
$ — $ 8841 $ 169.( — $1,053.:
— 717.¢ 147.¢ — 865.4
— 166.2 21k — 187.1
26.€ 136.¢ 20.€ — 184.7
— 970.¢ — — 970.¢
0.2 45.7 — — 45.¢
27.1 1,153.! 20.€ — 1,201.
(27.7) (987.9 0.6 — (1,013.9
51.2 (0.2) — — 51.1
2.3 — — — 2.3
(1.5) — — — (1.5)
(79.7) (987.2 0.6 — (1,065.Y)
(26.7) (54.0 0.2 — (79.9
(932.9) 0.4 — 932.4 —
$(985.¢) $  (932.9) $ 04 $ 9322 $ (985.9
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Net sales

Cost of sale

Gross profi

Operating expense
Selling, general and administrati
Restructuring

Total operating expens
Income (loss) from operatiol
Interest expense (income), 1
Income (loss) before income tax
Income tax expense (benel
Equity in income of subsidiarie
Net income

Mueller Water Products, Inc. and Subsidiaries
Consolidating Statement of Operations
Three Months Ended June 30, 2008

Non-
Guarantor guarantor
Issuer companies companie Eliminations Total
(in millions)
$ — $ 438. $ 90.2 $ — $528.¢
— 329.1 76.C — 405.1
— 109.1 14.Z — 123.¢
11.1 49.4 9.1 — 69.¢€
— 0.2 — — 0.2
11.1 49.€ 9.1 — 69.¢
(11.) 59.t 5.2 — 53.t
17.7 0.2 (0.9 — 17.5
(28.9) 59.2 5.6 — 36.1
(13.6) 27.C 2.4 — 15.¢
35.5 3.2 — (38.7) —

$ 20.5 $ 35.5

$ 3.2 $ (38.7) $ 20.8
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Net sales

Cost of sale

Gross profi

Operating expense
Selling, general and administrati
Restructuring

Total operating expens
Income (loss) from operatiol
Interest expense (income), 1
Income (loss) before income tax
Income tax expense (benel
Equity in income of subsidiarie
Net income

Mueller Water Products, Inc. and Subsidiaries

Consolidating Statement of Operations
Nine Months Ended June 30, 2008

Non-
Guarantor guarantor
Issuer companies  companie: Eliminations Total
(in millions)
$ — $ 1144 $ 218.: — $1,362.
— 857.7 188.7 — 1,045.¢
— 286.f 30.1 — 316.€
29.5 144.¢ 26.5 — 200.5
— 17.¢ — — 17.¢
29.5 162.¢ 26.5 — 218.¢
(29.9) 123.7 3.€ — 98.C
55.1 0.1 (0.9) — 54.¢
(84.9 123.¢ 4.C — 43.2
(36.7) 53.¢ 1.7 — 18.¢
72.1 2.3 — (74.9 —
$ 244 $ 721  $ 2.3 $ (74.9 $ 24/
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Mueller Water Products, Inc. and Subsidiaries
Consolidating Statement of Cash Flows
Nine Months Ended June 30, 2009

Non-
Guarantor guarantor
Issuer companies companie: Eliminations Total
(in millions)
Operating activities
Net cash provided by operating activit $ 34t $ 27.7 $ 6.1 $ — $ 68.c
Investing activities
Capital expenditure (0.9 (19.9 (3.0 — (22.9)
Acquisition of technolog' — (8.7) — — (8.7)
Proceeds from sales of property, plant and equip — 0.5 3.¢ — 4.4
Net cash provided by (used in) investing activi (0.3 (27.€) 0.¢ — (27.0
Financing activities
Increase in outstanding chec — 4.4 — — 4.4
Debt borrowings 539.¢ — — — 539.¢
Debt paid and repurchas (672.7) — — — (672.7)
Payment of deferred financing fe (9.9 — — — (9.6
Common stock issue 0.€ — — — 0.€
Dividends paic (6.7) — — — (6.1)
Net cash provided by (used in) financing activi (148.)) 4.4 — — (143.5)
Effect of currency exchange rate changes on — — (1.9 — (1.9
Net change in cash and cash equival (113.9 4.t 5.€ — (103.9)
Cash and cash equivalents at beginning of pe 179.7 (4.€) 9.4 — 183.¢
Cash and cash equivalents at end of pe $ 65.2 $ 0.9 $ 15.C $ — $ 80.1
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Mueller Water Products, Inc. and Subsidiaries
Consolidating Statement of Cash Flows
Nine Months Ended June 30, 2008

Non-
Guarantor guarantor
Issuer companies companie: Eliminations Total
(in millions)
Operating activities
Net cash provided by (used in) operating activi $ 58.€ $ 55.¢ $ (8.6) $ — $105.¢
Investing activities
Capital expenditure (0.2 (58.9) (2.9 — (60.¢)
Proceeds from sale of property, plant and equipi — 7.4 — — 7.4
Net cash used in investing activiti (0.2 (50.9) (2.3 — (53.9)
Financing activities
Decrease in outstanding chet — (0.9 — — (0.9
Debt paid (3.8 — — — (3.9
Common stock issue 1.3 — — — 1.3
Dividends paic (6.0 — — — (6.C)
Net cash used in financing activiti (8.5 (0.9) — — (9.4)
Effect of currency exchange rate changes on — — (0.2) — (0.2)
Net change in cash and cash equival 49.¢ 4.1 (11.0 — 43.C
Cash and cash equivalents at beginning of p¢ 90.2 (8.6) 17.2 — 98.¢
Cash and cash equivalents at end of pe $140.1 $ (4.5 $ 6.3 $ — $141.¢
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ITEM 2. MANAGEMENT ’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion should be read in conjiamctvith the audited consolidated financial statetseand notes thereto that appear in
the Company’s Annual Report on Form 10-K for tharyanded September 30, 2008 and with the conderseblidated financial statements
that appear elsewhere in this report. This repamtins certain statements that may be deemed Hoivlooking statements” within the
meaning of Section 21E of the Securities Exchamge{A934, as amended (the “Exchange Act”), anctiBe 27A of the Securities Act of
1933, as amended (the “Securities Act”). All stagers, other than statements of historical factt Hadress activities, events or developments
that the Company’s management intends, expectgqtspbelieves or anticipates will or may occuthe future are forward-looking
statements. Such statements are based upon casgsimptions and assessments made by managemight of their experience and their
perception of historical trends, current conditipespected future developments and other factag lelieve to be appropriate. The forw-
looking statements included in this report are adsbject to a number of material risks and uncetties, including but not limited to econon
competitive, governmental and technological factdfecting our operations, markets, products, sssiand prices, Such forward-looking
statements are not guarantees of future performgeueg actual results, developments and businessides may differ from those envisaged
by such forward-looking statements. Actual resaiitd the timing of events may differ significanttyni those projected in such forwalabking
statements due to a number of factors, includingehset forth in the section entitled “Risk Factarsltem 1A of the Annual Report on Form
10-K and this Quarterly Report on Form 10-Q.

Mueller Water Products, Inc., a Delaware corporgttogether with its consolidated subsidiaries afees in three business segments:
Mueller Co., U.S. Pipe and Anvil. Mueller Co. maactures and sells fire hydrants and various vawekrelated products used in residential
water and gas systems. U.S. Pipe manufacturesefiachsoroad line of ductile iron pressure pipstnaned joint products, fittings and other
products. Anvil manufactures and sells a varietpipé fittings, couplings, pipe hangers, pipe ngspand related products.

The “Company,” “we,
Company’s segments, “we,

us” or “our” refers to MuelieNater Products, Inc. and subsidiaries or theinagament. With regard to the
" “us” or “our” may alsdereto the segment being discussed or its managemen

Except as otherwise noted, all financial and ofegadata has been presented on a fiscal year sral fjuarter basis. Our fiscal year ends
on September 30, and our fiscal quarters end oemker 31, March 31 and June 30.

Business Developments and Trends

The impact of the overall weakness of the U.S. engnon our end markets continues to affect ouratpmrs adversely. Net sales have
decreased significantly from fiscal 2008 levelsr @anufacturing operations include significant éx@sts. As shipment volumes decline,
these fixed costs represent a relatively highecgreage of total costs to manufacture our prodartisour profitability is reduced. Reduced
profitability consumes our available capital, weakeur financial position and adversely affects plimmce with the financial covenants
contained in our credit agreements. See “Liquiditg Capital Resources” for a detailed descriptioth@se financial covenants.

We are dependent upon residential and municipammatrastructure construction activities, whicle aeasonal due to the impact of cold
weather conditions. Net sales and operating rehalig historically been lowest in the three moretiquls ending December 31 and March 31
when the northern United States and all of Canateglly experience weather that significantlyrietst construction activity.

A significant portion of our net sales is direatglated to residential construction, municipal watérastructure and non-residential
construction activity in the United States. Vari@xsernal sources forecast annualized housingsstalttdrop 35% to 40% in calendar 2009
compared to calendar 2008. We expect residentietoaction to remain at historically low levels tbe near term. In addition, we expect
municipal water infrastructure spending in the rteam to be influenced adversely by the relativelyent events related to (a)
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higher cost of credit, (b) uncertainties regardiedgeral economic stimulus activities and (c) thenroipalities’ individual fiscal conditions. We
also expect non-residential construction to comtittidecrease as a result of a slowdown in gerecsdomic activity.

As a result of the economic downturn, most of oanofacturing facilities are operating significariglow their optimal capacities. Sir
the end of fiscal 2008, we have reduced headcoongolidated facilities, reduced operating daysraddiced overall spending activities in
response to lower demand for our products. Dutegthree months ended June 30, 2009, however,aieaised production compared to the
previous three month period due to a seasonallujptidemand at Mueller Co. and U.S. Pipe. We calily monitor our production activities
in response to evolving business conditions aneéexo take additional steps to reduce inventdtigber and best manage our available
resources. Restructuring actions at U.S. Pipe’si\NBirmingham facility resulted in lower fixed cesteduced capacity and a $38.5 million
non-cash restructuring charge, primarily for impent of property, plant and equipment, during time months ended June 30, 2009.

In addition to reduced demand in water infrastrieetmarkets, we also believe our distributors hadeiced their inventory levels in
response to current economic conditions. We de&rpeéct our distributors to maintain higher invegti@vels until their confidence in an
economic recovery improves.

At December 31, 2008, we reported estimated gobdiwilairment charges of $59.5 million for U.S. Ripempletely impairing its
goodwill, and $340.5 million against Mueller Copsor goodwill balance of $718.4 million, subjeotadditional fair value analysis. Any
additional impairment charge was not expected teed $200 million. During the three months endeddd&1, 2009, however, our common
stock began trading at prices significantly lowreart prior periods, especially since early Febru@u. lower market capitalization prompted
to perform a second interim impairment assessntevitiech 31, 2009. This testing led to the conclodiwat all of our remaining goodwill was
fully impaired. During the three months ended Ma3&h 2009, we recorded additional goodwill impainineharges of $376.8 million for
Mueller Co. and $92.7 million for Anvil.

In conjunction with the testing of goodwill for imjgment, we also compared the estimated fair vadfiesir identified other intangible
assets to their respective carrying values andmated that the carrying amount of trade nameswaIMr Co. had been impaired. At
March 31, 2009, we recorded an impairment chargénagthese assets of $101.4 million. Mueller Cvdse names have a remaining carrying
value of $263.0 million at June 30, 2009.

A significant portion of our pension plan assetmigsted in equity securities. The overall detation of U.S. and international equity
markets has caused the fair market value of thesets@ito decline. If equity markets continue tdgrer poorly, we will reduce our estimated
long-term rate of return on these assets, whichoailse pension expense to increase and requinerhligvels of Company contributions to
these plans. Changes in pension expense and agigrilvequirements may be spread over many yeanseQimated long-term rate of return
on pension plan assets is based on historicalod@&iamany years, forward-looking information and thvestment allocations of the pension
plan assets. The total market values of our U.B8sipa plan assets were $226.3 million and $270IBomiat June 30, 2009 and September 30,
2008, respectively. During the three months endea B0, 2009, the investment performance of thesetswas a gain of $22.7 million and,
for the three months ended March 31, 2009 and Dkeefil, 2008, the investment performance of theseta were losses of $16.2 million i
$33.4 million, respectively.

We amended our 2007 Credit Agreement in June ZD®amendment resulted in, among other thingse@sed covenant flexibility and
increased interest rates. We prepaid $125 millidmoorowings under the 2007 Credit Agreement ineJand incurred a loss on early
extinguishment of debt of $2.3 million. As partafr ongoing efforts to reduce leverage, we expeprépay approximately $25 million on
August 14, 2009 from cash available to us. At J8Me2009, the applicable margin on outstandingdweings under the 2007 Credit Agreem
was 550 basis points, which was 375 basis poigtsenithan the applicable margin immediately priothte date of the amendment. Interest
expense is expected to be significantly higher utide amended 2007 Credit Agreement.
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Results of Operations
Three Months Ended June 30, 2009 Compared to the Three Months Ended June 30, 2008

Three months ended June 30, 20C
Mueller Co. U.S. Pipe Anvil Corporate Total

(in millions)
Net sales $ 1546 $ 96.7 $111.¢ $ — $363.2
Gross profit (loss $ 358 $ (6.0 $281 % (0.7 $ 57.¢
Operating expense
Selling, general and administrati 22.2 10.¢ 21.2 8.C 62.£
Impairment — — — — —
Restructuring 0.7 1.E 1.7 — 3.¢
Total operating expens: 22.¢ 12.% 23.1 8.C 66.<
Income (loss) from operatiol $ 12¢  $ (18.3 $ 5 % (8.1 (8.5)
Interest expense, n 17.2
Loss on early extinguishment of de 2.3
Loss before income tax (28.0
Income tax benef (9.0
Net loss $(19.0
Three months ended June 30, 20C
Mueller Co. U.S. Pipe Anvil Corporate Total
(in millions)
Net sales $ 203.C $ 167.] $157.¢ $ — $528.t
Gross profil $ 63.¢ $ 13:& $46.C 3 — $123.¢
Operating expense
Selling, general and administrati 23.t 10.4 24.1 11.€ 69.€
Restructuring — 0.2 — — 0.2
Total operating expens 23.F 10.€ 24.1 11.€ 69.¢
Income (loss) from operatiol $ 404 % 2.6 $21¢c $ (11¢ 53.€
Interest expense, n 17.5
Income before income tax 36.1
Income tax expens 15.¢
Net income $ 20.%

Consolidated Analysis

Net sales for the three months ended June 30, 2869 $363.2 million compared to $528.5 million e tprior year period. Net sales
decreased $176.0 million due to lower shipmentwas and $9.3 million due to unfavorable change3anadian currency exchange rates.
These declines were partially offset by $20.0 wrillirom price increases.
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Gross profit for the three months ended June 309 2@as $57.8 million compared to $123.4 milliorthe prior year period. Lower
shipment volumes reduced gross profit by $53.3iomillGross profit also decreased due to higheupéreverhead costs on products sold due
to lower production of $38.2 million and higher ravaterial costs of $8.5 million. These decreasea® partially offset by higher sales price:
$20.0 million and manufacturing cost saving action$11.8 million. Gross margin decreased to 15t8fthe three months ended June 30,
2009 compared to 23.3% in the prior year periochsSmargin decreased primarily due to higher pérewerhead costs on products sold,
especially at Mueller Co. and U.S. Pipe. This daseewas partially offset by a higher proportiorsloipments of higher margin products at
Mueller Co. and Anvil.

Selling, general and administrative expenses feithihee months ended June 30, 2009 and 2008 w2ré $filion and $69.6 million,
respectively. Selling, general and administratixpemses declined primarily due to lower shipmemtim®s and cost saving actions. Selling,
general and administrative expenses during the tmenths ended June 30, 2009 included bad debhsemé $3.9 million related to a specific
customer.

During the three months ended June 30, 2009, weded restructuring charges of $3.9 million relgbeidharily to headcount reductions.

Interest expense, net was $17.2 million duringtitihee months ended June 30, 2009 compared to #$iilfidn during the three months
ended June 30, 2008. The components of interesiherp net for the three months ended June 30,&002008 are detailed below.

Three months ended June 3(

2009 2008
(in millions)
2007 Credit Agreement interest, including swap i@uots $ 8.6 $ 9.3
7 3/ 8% Senior Subordinated Notes inter 7.8 7.8
Deferred financing fee amortizatic 0.4 0.4
Other interest expen: 0.7 0.c
Interest incom (0.9 0.9
$ 172 $ 17

Interest expense declined as a result of lower lmseest rates and lower average debt outstandltigpugh these were partially offset
increased borrowing rates subsequent to the Jub@ @&Bendment of the 2007 Credit Agreement. Inténesime declined due to lower interest
rates, despite higher invested cash balances dilméngurrent period.

The June 2009 amendment to our 2007 Credit Agreerasalted in a write off of unamortized deferrathhcing fees of $2.3 million as
loss on the early extinguishment of debt.

The income tax benefit of $9.0 million recordedidgrthe three months ended June 30, 2009 reprekanteffective income tax rate of
32.1%. This rate differed from the federal statut@te of 35% due primarily to writing off deferréak assets that would not be realized for
restricted stock units that vested during the timeaths ended June 30, 2009 at stock prices lasstiose when granted.
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Segment Analysis
Mueller Co.

Net sales for the three months ended June 30,2869 $154.6 million compared to $203.0 million e tprior year period. Net sales
decreased $55.5 million due to lower shipment vasmand $3.3 million due to lower Canadian currenahange rates, partially offset by
$10.4 million due to higher prices. Lower shipmenliumes occurred for iron gate valves, fire hydsearid brass service products.

Gross profit for the three months ended June 309 2(as $35.8 million compared to $63.9 millionfie fprior year period. Gross profit
decreased $21.6 million due to lower shipment vasn$18.1 million due to higher per-unit overheasts on products sold due to lower
production and $5.7 million due to higher raw miatlecosts. These decreases were partially offséliiy4 million of higher sales prices and
$5.8 million due to manufacturing cost saving awsioGross margin was 23.2% for the three montheaddne 30, 2009 compared to 31.5% in
the prior year period. Gross margin decreased piliyr@ue to higher per-unit overhead costs on potsigold and a lower proportion of
shipments of higher-margin products such as irda galves and fire hydrants in the current period.

Excluding restructuring charges, income from openstduring the three months ended June 30, 208%%3.6 million compared to
$40.4 million in the prior year period. This dediwas primarily due to decreased gross profitit@glgeneral and administrative expenses
were $1.3 million lower in the three months endedel30, 2009 compared to the prior year period gmilsndue to cost saving actions and
lower shipment volumes. Selling, general and adstriaiive expenses for the three months ended Juriz089 included $0.9 million of bad
debt expense related to a specific customer.

U.S. Pipe

Net sales for the three months ended June 30, 2869 $96.7 million compared to $167.7 million ire thrior year period. Net sales
decreased $70.1 million due to lower shipment vasmand $0.9 million due to lower prices.

Gross loss for the three months ended June 30,288%6.0 million compared to gross profit of $1@\#ion in the prior year period.
Gross profit decreased $17.9 million due to lowepment volumes and $8.8 million due to higher peit-overhead costs on products sold due
to lower production. These factors were partiaffg@t primarily by $4.2 million of manufacturing siosaving actions and $1.2 million of lower
raw material costs. Gross margin was (6.2)% fortlihee months ended June 30, 2009 compared toi8.19¢ prior year period. Gross margin
decreased primarily due to a lower proportion dgpstents of higher-margin products and higher pet-awverhead costs on products sold in the
current period.

During the three months ended June 30, 2009, wencmd to reduce headcount in response to redueedudd for our products. We
recorded restructuring charges of $1.5 million, tiyo®r severance.

Excluding the restructuring charges, the loss fograrations was $16.8 million during the three memhded June 30, 2009 compared to
income from operations of $3.1 million in the pri@ar period. This decrease was due to $19.5 miifdower gross profit and $0.4 million of
higher selling, general and administrative expenSeling, general and administrative expensesf®three months ended June 30, 2009
included $3.0 million of bad debt expense related specific customer. Otherwise, these expensdinee $2.6 million due to cost saving
actions and lower shipment volumes.

Anvil

Net sales for the three months ended June 30,2869$111.9 million compared to $157.8 million ewyithe prior year period. Net sales
decreased $50.4 million due to lower shipment vasimnd $6.0 million due to unfavorable changesanadian currency exchange rates.
These factors were partially offset by $10.5 millf higher prices.

33



Gross profit for the three months ended June 309 2@as $28.1 million compared to $46.0 million e fprior year period. Gross profit
decreased $13.8 million due to lower shipment vasn$11.3 million due to higher per-unit overheasts on products sold due to lower
production and $4.0 million of higher raw mateakts. These decreases were partially offset bys&hdlion of higher sales prices and $1.8
million of manufacturing cost saving actions. Grosargin was 25.1% in the three months ended Jun2(®® compared to 29.2% in the prior
year period. Sales prices increased on a percehtsi® more than raw material costs increased whepared to the prior year peric
However, gross margin decreased overall primauily @ higher per-unit overhead costs on produdtk so

During the three months ended June 30, 2009, wencmd to reduce headcount in response to redueedudd for our products. We
recorded restructuring charges of $1.7 milliondeverance.

Excluding the restructuring charges, income frorarafions for the three months ended June 30, 2@835&.7 million compared to $2:
million in the prior year period. This decrease wae to $17.9 million of lower gross profit, paliyeoffset by $2.7 million of lower selling,
general and administrative expenses due to costgagtions and lower shipment volumes.

Corporate

Corporate selling, general and administrative egpstwere $8.0 million during the three months erldee: 30, 2009 compared to $11.6
million during the prior year period. Lower corptegaxpenses reflect cost saving actions.

Nine Months Ended June 30, 2009 Compared to the Nine Months Ended June 30, 2008

Nine months ended June 30, 20C

Mueller Co. U.S. Pipe Anvil Corporate Total
(in millions)
Net sales $ 389.( $ 305.¢ $358.F $ = $1,053.;
Gross profit (loss $ 89.2 $ (6.3 $104.¢ $ (0.7 $ 187.
Operating expense
Selling, general and administrati 64.€ 27.€ 64.7 27.5 184.7
Impairment 818.1 59.t 92.7 — 970.¢
Restructuring 1.4 41.4 2.9 0.2 45.€
Total operating expens: 884. 128.¢ 160.: 27.1 1,201.!
Loss from operation $ (795.9 $ (135.) $(55.5 $ (279 (1,013.9)
Interest expense, n 51.1
Loss on early extinguishment of de 2.3
Gain on repurchase of de (1.9
Loss before income taxi (1,065.7)
Income tax benefi (79.9
Net loss $ (985.9
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Nine months ended June 30, 20C

Mueller Co. U.S. Pipe Anvil Corporate Total
(in millions)
Net sales $ 533 $ 392.¢ $436.5 $ — $1,362.:
Gross profil $ 159.: $ 334 $123.: $ 0.€ $ 316.¢
Operating expense
Selling, general and administrati 66.7 30.7 72.€ 30.7 200.7
Restructuring — 17.€ — — 17.¢
Total operating expens 66.7 48.€ 72.€ 30.7 218.€
Income (loss) from operatiol $ 926 $ (15.9 $507 $ (309 98.(
Interest expense, n 54.¢
Income before income tax 43.2
Income tax expens 18.¢
Net income $ 24./

Consolidated Analysis

Net sales for the nine months ended June 30, 2@08 $1,053.1 million compared to $1,362.4 milliarthe prior year period. Net sales
decreased to $380.4 million due to lower shipmehimes and $25.7 million due to unfavorable chang&sanadian currency exchange rates,
partially offset by $96.8 million due to higher qeb.

Gross profit for the nine months ended June 3092@&s $187.7 million compared to $316.6 milliorthe prior year period. Gross profit
decreased $120.5 million due to lower shipmentwas, $80.2 million due to higher per-unit overheasts on products sold due to lower
production and $59.0 million due to higher raw miatecosts. These decreases were partially offg&36.8 million of higher sales prices and
$30.6 million of manufacturing cost saving actioBsoss margin was 17.8% for the nine months ended 30, 2009 compared to 23.2% in
prior year period. Gross margin decreased primairily to higher per-unit overhead costs on prodsalts This decrease was partially offset by
a higher proportion of shipments of higher margiodacts at Mueller Co. and Anvil.

Selling, general and administrative expenses f@mnthe months ended June 30, 2009 and 2008 weded8llion and $200.7 million,
respectively. Anvil recognized a $3.5 million géiom the sale of a building, we recognized bad @efpiense of $3.9 million related to a
specific customer and we incurred naeturring professional fees of $1.2 million relatedhe conversion of Series B common stock intoeS
A common stock during the nine months ended Jup@@R. Selling, general and administrative expgmglerwise decreased for the nine
months ended June 30, 2009 compared to the praosrpexiod due to lower shipment volumes and coshgaactions.

During the nine months ended June 30, 2009, wededdmpairment charges of $970.9 million.

We suspended production throughout the Companydiging time periods during the nine months endew 30, 2009 in response to
reduced demand for our products, implemented teampavage reductions, furloughs and reduced workka/éar certain employees. Since
September 30, 2008, we have reduced headcountpogxamately 17%. Severance expense incurred retatbdadcount reductions during the
nine months ended June 30, 2009 was $7.4 milliesticturing activities at U.S. Pipe’s North Birmiram facility resulted in lower fixed
costs, reduced capacity and a $38.5 million nofrcastructuring charge, primarily for impairmentpsbperty, plant and equipment.
Restructuring charges of $17.9 million during tleermonths ended June 30, 2008 were related tddBare of manufacturing operation in
Burlington, New Jersey.
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Interest expense, net was $51.1 million duringrtine months ended June 30, 2009 compared to $50i@nduring the nine months
ended June 30, 2008. The components of intereshsrp net for the nine months ended June 30, 26D2@08 are detailed below.

Nine months
ended June 30,
2009 2008
(in millions)
2007 Credit Agreement interest, including swap @ris $ 26.1 $ 31.2
7 3/ 8% Senior Subordinated Notes inter 23.2 23.5
Deferred financing fee amortizatic 1.3 1.3
Other interest expen: 1.8 2.1
Interest incom (1.9 (3.9

$ 51.1 $ 54.¢

Interest declined as a result of lower base inteegss and lower average debt outstanding. Irtteresme declined due to lower interest
rates, despite higher invested cash balances dimngurrent period.

The June 2009 amendment to our 2007 Credit Agreerasalted in a write off of unamortized deferrathhcing fees of $2.3 million as
loss on the early extinguishment of debt.

The November 2008 repurchase of $5.0 million imgipal of the 73 8% Senior Subordinated Notes resulted in a gairild #illion.

The income tax benefit of $79.9 million recordedidg the nine months ended June 30, 2009 reprasanteffective income tax rate of
7.5%. There was very limited tax benefit associatéd the goodwill impairment. Excluding goodwithpairment, the effective tax rate for the
nine months ended June 30, 2009 would have beemdprately 38.1% compared to the federal statutaty of 35%. The effective tax rate
the nine months ended June 30, 2008 was approXin?ates.

Segment Analysis
Mueller Co.

Net sales for the nine months ended June 30, 2@08 $889.0 million compared to $533.5 million ie torior year period. Net sales
decreased $166.7 million due to lower shipmentwas and $6.6 million due to lower Canadian currema@hange rates, partially offset by
$28.8 million due to higher prices. Lower shipmenliumes occurred for iron gate valves, fire hydsearid brass service products.

Gross profit for the nine months ended June 3092@8s $89.3 million compared to $159.3 million e tprior year period. Gross profit
decreased $66.0 million due to lower shipment vasn$33.8 million due to higher per-unit overheasts on products sold due to lower
production and $15.9 million due to higher raw miatecosts. These decreases were partially offg&i28.8 million due to higher sales prices
and $16.0 million due to manufacturing cost savdntions. Gross margin was 23.0% for the nine moatised June 30, 2009 compared to
29.9% in the prior year period. Gross margin desdgrimarily due to a lower proportion of shipngeot higher-margin products such as iron
gate valves and fire hydrants and higher per-uretivead costs in the current period on products. sol

During the nine months ended June 30, 2009, wadedampairment and restructuring charges of $8atltion.

Excluding the impairment and restructuring charg@smme from operations during the nine months dnllme 30, 2009 was $24.7
million compared to $92.6 million in the prior ygaeriod. This decline was primarily due to decreag®ss profit.
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U.S. Pipe

Net sales for the nine months ended June 30, 2@08 $805.6 million compared to $392.6 million ie tbrior year period. Net sales
decreased $119.8 million due to lower shipmentwas but increased $32.8 million due to higher grice

Gross loss for the nine months ended June 30, @@8%6.3 million compared to gross profit of $3@lion in the prior year period.
Gross profit decreased $32.2 million due to higher material costs, $30.5 million due to lower shémt volumes and $24.2 million due to
higher per-unit overhead costs on products soldtdimwver production. These decreases were paroéiiset by $32.8 million of higher sales
prices and $10.7 million of manufacturing cost sgvéctions. Gross margin was (2.1)% for the ninathmended June 30, 2009 compared to
8.5% in the prior year period. Gross margin deadgsimarily due to a lower proportion of shipmeotfigher-margin products and higher
per-unit overhead costs on products sold in theeatiperiod.

During the nine months ended June 30, 2009, wadedampairment and restructuring charges of $160l8on.

Excluding the impairment and restructuring chargesults from operations decreased $36.9 milliatinduthe nine months ended
June 30, 2009 compared to the prior year perioth décrease was due to $39.7 million of lower gposdit partially offset by $2.8 million of
lower selling, general and administrative expenSedling, general and administrative expenses dedldue to lower shipment volumes and
cost saving actions, after considering the impécécording $3.2 million of bad debt expense reldtea specific customer in the nine months
ended June 30, 2009.

Anvil

Net sales for the nine months ended June 30, 2@08 $858.5 million compared to $436.3 during therprear period. Net sales
decreased $93.9 million due to lower shipment vasrmand $19.1 million due to lower Canadian curremahange rates. These factors were
partially offset by $35.2 million of higher prices.

Gross profit for the nine months ended June 3092@8s $104.8 million compared to $123.3 milliorthe prior year period. Gross profit
decreased $24.0 million due to lower shipment va@sn$22.2 million due to higher per-unit overheasts on products sold due to lower
production and $10.9 million due to higher raw miatecosts. These decreases were partially offg&35.2 million of higher sales prices and
$3.9 million of manufacturing cost saving actio@soss margin was 29.2% in the nine months endeel 30n2009 compared to 28.3% in the
prior year period. Gross margin increased primatilg to higher proportion of shipments of highergiraproducts and higher sales prices
exceeding higher raw material costs, though thesmases were partially offset by higher per-unérbead costs on products sold.

During the nine months ended June 30, 2009, wededdmpairment and restructuring charges of $&likon.

Excluding the impairment and restructuring chargesyme from operations for the nine months ended B0, 2009 was $40.1 million
compared to $50.7 million in the prior year peridllis decrease was due to $18.5 million of lowesgrprofit partially offset by $7.9 million
of lower selling, general and administrative exgasnsSelling, general and administrative expensdaglthe nine months ended June 30, 2009
reflected a $3.5 million gain from the sale of dding, lower shipment volumes and cost savingadi

Corporate

Corporate selling, general and administrative egpsmwere $27.5 million during the nine months enliete 30, 2009 compared to $30.7
million during the prior year period. During theneimonths ended June 30, 2009, $1.2 million ofgzsibnal fees were expensed related to the
conversion of the Series B common stock into Sé&kieemmon stock. Corporate expenses otherwise dsededue to cost saving actions.
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Liquidity and Capital Resources

We had cash and cash equivalents of $80.1 millidiuae 30, 2009 and $157.1 million of unused caparider the revolving credit
facility component of our 2007 Credit Agreementasended in June 2009 (the “2007 Credit Agreemefiti® borrowing capacity of the
revolving credit facility is subject to the finaaticovenants under the 2007 Credit Agreement. A€ B0, 2009, we had borrowing capacity of
approximately $55 million available to us. Our agérg activities provided $68.3 million and $10m8lion of cash during the nine months
ended June 30, 2009 and 2008, respectively. Wecerperating activities to provide cash for thd fisical year ending September 30, 2009.

Cash flows from operating activities are categatizelow.

Nine months endec

June 30,
2009 2008
(in millions)
Collections from custome| $1,130.: $1,329.:
Disbursements, other than interest and income 1 (991.9) (1,159.)
Interest payments, n (57.¢) (61.9)
Income tax payments, n (13.0 (2.9)
Cash provided by operating activiti $ 68.2 $ 105.¢

Collections of receivables were lower during theeninonths ended June 30, 2009 compared to they@a@omperiod primarily due to
lower year over year shipment volumes.

Reduced disbursements, other than interest andnie¢axes, during the nine months ended June 3®, iZ8l@ct timing differences, low
per-unit material costs in the current period awddr volumes of material, labor and overhead pigetia

Capital expenditures were $22.7 million during tiree months ended June 30, 2009 compared to $60i@nauring the prior year
period and $88.1 million for fiscal 2008. Total @apexpenditures during fiscal 2009 are expectebe between $40 million and $42 million.
In addition to these capital expenditures, Mueller purchased data collection-related technologg@ated with its Hersey Meters products
for $8.7 million.

A significant portion of the assets invested in defined benefit pension plans are invested intgcpaicurities. Equity markets have
generally declined in value between September @08 2the end of our previous fiscal year, and Bhe2009. An analysis of the funded status
of our U.S. pension plans will be performed asasfulry 1, 2009 for purposes of determining fundimgsholds under provisions of the
Pension Protection Act. We expect this analysizeteoncluded during our fiscal fourth quarter.dfigy markets continue to perform poorly,
we will lower our estimated rate of return on thassets, which will cause pension expense to iseraad require higher levels of Company
contributions to these plans. Changes in pensiperese and contribution requirements may be spreadmany years. We currently anticipate
total pension plan contributions during fiscal 20@89 be approximately $20 million to $25 milliobut this may change based on the outcome
of the funded status analysis. Pension contribatieere approximately $3.3 million during the ninenths ended June 30, 2009. Although
actual activity compared to the assumptions undegipension expense and funding requirements hiffiezet! substantially since
September 30, 2008, we establish these assumptsimg data for relatively long periods of time drave not concluded that our existing
assumptions need to be changed.

We anticipate that our existing cash, cash equitaland borrowing capacity combined with our expéaperating cash flows will be
sufficient to meet our anticipated operating expsnsapital expenditures, pension contributionssaheéduled debt service obligations as they
become due for at least the next twelve months.é¥ew our ability to make scheduled payments afgipal, to pay interest or to refinance
debt and to satisfy our other debt obligations dépend upon our future operating performance, vid be affected by general economic,
financial, competitive, legislative, regulatory,diness and other factors beyond our control.
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2007 Credit Agreement

The 2007 Credit Agreement includes Term Loan ApTepan B and a revolving credit facility. Borrowmgnder the 2007 Credit
Agreement bear interest at a floating rate equalB®R plus a margin ranging from 500 to 600 bgmists depending on our consolidated
senior secured first lien leverage ratio, as defimethe 2007 Credit Agreement. Term Loan A hadlace of $115.1 million at June 30, 2009
and is payable approximately $3.4 million per gerabeginning September 2009 with the balance dug2042. Term Loan B had a balance
$424.3 million at June 30, 2009 and is payable @pprately $1.3 million per quarter with the balarmhee May 2014. The revolving credit
facility provides for borrowings of up to $200 nialh, including letters of credit, and terminatedMay 2012. At June 30, 2009, letters of credit
outstanding under the revolving credit facility @eé§42.9 million. The margin on borrowings under 2007 Credit Agreement was 550 basis
points at June 30, 2009.

We pay a commitment fee on the unused portioneférolving credit facility. This fee is payableagterly in arrears and upon the
maturity or termination of the revolving credit flity. The fee is subject to adjustment based endbnsolidated senior secured first lien
leverage ratio. The fee was 62.5 basis pointsra 30, 2009.

The 2007 Credit Agreement is subject to mandatoepgyments with excess cash flow, as defined ir2@8F Credit Agreement, and net
cash proceeds from debt and equity issuances amdtfre sale or other disposition of property oetsssubject to permitted reinvestments and
other specified exceptions.

All of our material direct and indirect U.S. suliaiies are guarantors of the 2007 Credit Agreent@uat.obligations under the 2007
Credit Agreement are secured by:

» afirst priority perfected lien on substantially all of our existemgd afte-acquired personal property, a pledge of all ofstoek or
membership interest of all of our existing or f@lw.S. subsidiaries (including of each guarantod @ pledge of all intercompany
indebtedness in favor of us or any guarar

» first-priority perfected liens on all of our mai@rexisting and after-acquired real property, scibje customary permitted liens
described in the 2007 Credit Agreement;

» restrictions on the sale of our assets, includimgimtellectual property

The 2007 Credit Agreement contains customary negatvenants and restrictions on our ability toagegin specified activities, conta
financial covenants requiring us to maintain a #fgetconsolidated leverage ratio, consolidatedaresecured first lien leverage ratio and
consolidated interest charge coverage ratio anitsliour capital expenditures. Borrowings underrthlving credit facility are subject to
significant conditions, including compliance witietfinancial ratios included in the 2007 Credit &gment and the absence of any material
adverse change.

Senior Subordinated Notes

We also owed $420.0 million of principal of37 8% Senior Subordinated Notes (“Notes”) at June 8092 Interest on the Notes is
payable semi-annually and the principal is due R01&. We may redeem any portion of the Notes Mgy 2012 at specified redemption
prices, or prior to June 2010 we may redeem ub% 8f the Notes at a redemption price of 107.375% e principal amount, plus accrued
and unpaid interest, with the net cash proceedsméin equity offerings. Upon the occurrence ohange in control, we must offer to
repurchase the Notes at 101% of their principalamalus accrued and unpaid interest. The Notesecured by the guarantees of essentially
all of our U.S. subsidiaries, but are subordinatehe borrowings under the 2007 Credit Agreement.
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Financial Covenants

The consolidated leverage ratio compares conselidainded indebtedness at any date of determintdioansolidated EBITDA for the
trailing four quarter period most recently comptkteall as defined in the 2007 Credit Agreement. &tidated funded indebtedness is defined
generally as the sum of the outstanding principadant of all obligations for borrowed money anditalpeases. Consolidated EBITDA is
defined generally as the sum of (a) consolidatednoeme as defined in the credit agreement plugfbrest expense for the period plus
(c) income tax expense for the period plus (d) éeiption and amortization expenses for the perlod (&) cash restructuring expense up to a
specified maximum amount plus (f) other non-cagbeases less other non-cash gains.

The consolidated interest charge coverage ratigpaoas consolidated EBITDA for the trailing four gtea period most recently
completed to consolidated cash interest chargess alefined in the 2007 Credit Agreement. Constdid cash interest charges are defined
generally as net interest expense during the pegiaduding any prepayment or similar premiums paidonnection with any prepayment,
repurchase or redemption of outstanding debt amdérhortization of deferred financing fees.

The consolidated senior secured first lien leveragje compares consolidated senior secured fastihdebtedness at any date of
determination to consolidated EBITDA for the tnaglifour quarter period most recently completed. dtidated senior secured first lien
indebtedness is defined generally as all cons@iihtnded indebtedness secured by a first pribeityon any asset or property.

The threshold ratios permitted under the 2007 Creglieement at June 30, 2009 and for the subsedoentuarters and our actual rat
at June 30, 2009 are presented below.

o Maximum
Minimum Consolidated
Consolidated Senior Secure
Maximum Interest Coverage
Four Fiscal Consolidated First Lien
Quarters Ending Leverage Ratic Charge Ratio Leverage Ratic
Actual ratios at June 30, 20 6.05:1.0( 2.37:1.0( 3.39:1.0(
Threshold ratios for fiscal quarters endi
June 30, 200 6.50:1.0( 1.50:1.0( 3.75:1.0(
September 30, 20( 8.75:1.0 1.25:1.0( 5.00:1.0(
December 31, 200 9.50:1.0( 1.25:1.0( 5.25:1.01
March 31, 201( 9.25:1.0( 1.25:1.0( 5.25:1.0¢
June 30, 201 7.75:1.0( 1.45:1.0( 4.50:1.0
We were in compliance with these financial covesatune 30, 2009.
Our credit ratings issued by Moody’s and Standarfda®r’'s were as follows.
June 30, 200¢ September 30, 200
Standard & Standard &
Moody’s Poor’s Moody’s Poor’s
Corporate credit ratin B2 B B1 BB-
2007 Credit Agreemel Bl BB- Bas BB+
Notes Caa: CCC+ B3 B
Outlook Stable Negative Stable Stable
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Off-Balance Sheet Arrangements

We do not have any relationships with unconsolida&tetities or financial partnerships, such as iestivften referred to as structured
finance or special purpose entities, which wouldehlaeen established for the purpose of facilitatifipalance sheet arrangements or other
contractually narrow or limited purposes. In adiuitiwe do not have any undisclosed borrowings bt deany derivative contracts other than
those described in “Item 3. Qualitative and Quatitie Disclosure About Market Risk” or synthetiases. Therefore, we are not materially
exposed to any financing, liquidity, market or éteik that could arise if we had engaged in stethtionships.

We use letters of credit and surety bonds in tldénary course of business to ensure our performafhcentractual obligations. At
June 30, 2009, we had $42.9 million of lettersrefiit and $26.6 million of surety bonds outstanding

Seasonality

Our business is dependent upon the constructiarstng which is seasonal due to the impact of emdther conditions. Net sales and
operating income have historically been loweshimthree month periods ending December 31 and Makahhen the northern United States
and all of Canada generally face weather conditibasrestrict significant construction activity.

ITEM 3. QUALITATIVE AND QUANTITATIVE DISCLOSURE ABOUT MARKE T RISK
Interest Rate Swap Contracts

We used interest rate swap contracts with a cuimal&dtal notional amount of $375 million in foraeéJune 30, 2009 to hedge against
cash flow variability arising from changes in LIBO#Rconjunction with our LIBOR-indexed variable eédiorrowings that expire at various
dates through September 2012. We also had $20@mittal notional amount of forward-starting swagmtracts that will hedge against cash
flow variability beginning with the forward stargirdate. These swap contracts fix the interest @tes portion of our borrowings to rates
ranging from 3.4% to 5.1%. All of these swap cottisavere accounted for as effective hedges. Wadedaafter-tax unrealized gains of $3.0
million and after tax-losses of $6.5 million foretthree months and nine months ended June 30, B&gctively, which were reported as
components of accumulated other comprehensive llussest expense associated with these swap ctaitkas $3.4 million and $7.3 million
for the three months and nine months ended Jun20®®, respectively, and $1.5 million and $2.2 imilfor the three months and nine months
ended June 30, 2008, respectively. These inteatssswap contracts had a liability fair value o2 $2million at June 30, 2009, which was
included in other noncurrent liabilities.

Natural Gas Swap Contracts

We used natural gas swap contracts with a cumel#dial notional amount of approximately 471,667 BiM at June 30, 2009 to hedge
against cash flow variability arising from changesatural gas prices in conjunction with our aipated purchases of natural gas through
September 2010. These swap contracts fix the catg®rtions of our natural gas purchases to rateging from $6.05 per MMBtu to $10.04
per MMBtu for various periods through September@0lhese swap contracts were accounted for agigffdredges, though we did record a
loss of $0.2 million related to hedge ineffectivenas a component of cost of sales for the threghm@nd nine months ended June 30, 2009.
Additional cost of sales associated with settlememntder these swap contracts was $ 1.4 million&ad million for the three months and nine
months ended June 30, 2009, respectively. Settieimesme was $0.4 million and $0.3 million for ttreee months and nine months ended
June 30, 2008, respectively. These natural gas swatpacts had a liability fair value of $1.4 nofii at June 30, 2009, which was included in
other current liabilities.
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Foreign Currency Forward Contracts

We used foreign currency forward contracts to redexposure to currency fluctuations from Canad@addenominated intercompany
loans. Gains and losses on these instruments neteled in selling, general and administrative eges. Net losses associated with these
contracts were $1.8 million for the three monthdezhJune 30, 2009 and net gains were $2.2 milbothie nine months ended June 30, 2009.
Net losses were $0.3 million for the three monthdesl June 30, 2008 and net gains were $0.2 miitiothe nine months ended June 30, 2(
These instruments had a cumulative notional amou@%$28.0 million at June 30, 2009.

ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresatetiesigned to ensure that information requindaetdisclosed in the reports we file
or submit under the Securities Exchange Act of 1834amended (the “Exchange Act¥recorded, processed, summarized and report&ih
the time periods specified in the rules and forfnthe Securities and Exchange Commission (the “§B@H that such information is
accumulated and communicated to our managemehiding the Chief Executive Officer and the Chiehdncial Officer as appropriate, to
allow timely decisions regarding required discl@sur

Our management, including the Chief Executive @ffiand Chief Financial Officer, does not expect tha disclosure controls can
prevent all errors and all fraud. A control systerm,matter how well conceived and operated, canigeconly reasonable, not absolute,
assurance that the objectives of the control systenmet. There are inherent limitations in alltcolnsystems, including the realities that
judgments in decisi-making can be faulty, and that breakdowns canrdoecause of simple error or mistake. Additionatigntrols can be
circumvented by the individual acts of one or mpeesons. The design of any system of controlsialbased in part upon certain assumptions
about the likelihood of future events, and, while disclosure controls and procedures are designkd effective under circumstances where
they should reasonably be expected to operatetiedc there can be no assurance that any desijsweceed in achieving its stated goals
under all potential future conditions. Becausehefinherent limitations in any control system, n@tsments due to error or fraud may occur
and not be detected.

Our Chief Executive Officer and Chief Financial io#fr evaluated the effectiveness of the designogedation of our disclosure controls
and procedures (as defined in Rules 13a-15(e) addl%(e) of the Exchange Act) as of the end ofpii@od covered by this quarterly report.
Based on this evaluation, those officers have emted that our disclosure controls and procedures effective at June 30, 2009.

There have been no significant changes in ourriatqarocedures that significantly affected, orr@@sonably likely to affect, our
disclosure controls during the three months endeé 30, 2009.

PART Il OTHER INFORMATION
Item 1. Legal Proceedings

Refer to the information provided in Note 14 to titees to the condensed consolidated financiadrstamts presented in Item 1 of Part |
of this report.

Iltem 1A. Risk Factors

In addition to the other information set forth mstreport and the risk factors set forth belowy ghould carefully consider the factors
discussed in Part |, “Item 1A. Risk Factors” in dumual Report on Form 10-K for the year ended &mapier 30, 2008, all of which could
materially affect our business, financial conditmrfuture results. These described risks arelbnly risks facing us. Additional risks and
uncertainties not currently known to us that waently deem to be immaterial also may adverselgafour business, financial condition,
and/or operating results.
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The 2007 Credit Agreement imposes significant restrictions on our operational flexibility.

The 2007 Credit Agreement, which was amended ie 2009, includes terms and financial covenantsrttast limit or delay our ability
to effectively carry out our business plans. Intigatar, the 2007 Credit Agreement includes restits on investments that may prevent us
from taking advantage of significant business opputies or making investments in joint ventures acquisitions that we have targeted for
future growth. The 2007 Credit Agreement also dastdmitations on capital expenditures that maggtwde capital investment in our busin
or delay those investments.

Our businesses will suffer as a result of the continuing downturn in new residential construction.

New water and wastewater infrastructure spenditnicinis dependent upon residential constructiomgortant to our businesses. Since
January 2006, there have been steep declines gottstruction of new homes, which have adversepaicted our volume in recent periods.
The disruption in the financial markets since Seyter 2008 has exacerbated these declines andip@uxgierts generally do not expect
residential construction to improve until 2010fs earliest. An extended downtown in residentialstaiction activity will negatively affect o
sales, profitability and cash flows and could imair ability to conduct our businesses as theyehuastorically been conducted.

A portion of our businessrelies on local, state and federal spending related to infrastructure upgrade, repair and replacement.

A portion of our business depends on local, statefaderal spending on water and wastewater imretstre upgrade, repair and
replacement. A significant percentage of our préslace ultimately used by municipalities or othevernmental agencies in water transmis
and collection systems. As a result, our salesdcdatline as a result of declines in the numbgrrojects planned by municipalities and other
governmental agencies, government spending cutgrgebudgetary constraints, difficulty in obtaipinecessary permits or the inability of
customers or end users to obtain financing. lbisumusual for water projects to be delayed anchesduled for a number of reasons, including
changes in project priorities and difficulties ioneplying with environmental and other governmegutations.

The decline in economic conditions is causing mstayes and municipalities to collect lower tharic@pated revenues, which is resulting
in significant budget shortfalls. These shortfaltaild lead to reduced or delayed funding for watfastructure projects. Further, the
Emergency Economic Stabilization Act of 2009 arel American Recovery and Reinvestment Act of 2008vm@ended to cause an increase
in funds available for municipal spending. Theredsne evidence that these acts caused a freezemnipal spending as municipalities wai
to determine if they would benefit from the availiy of federal funds. These acts and future othets may not result in a meaningful increase
in water infrastructure purchases and, in the gieon, could continue to have a material adverieebn our sales to state and local
governments. If state and local governments’ buglggnain negatively impacted by downturns in thenemy, then spending growth in the
infrastructure upgrade, repair and replacemenbse&gtl continue to be slow.

Some state and local governments have placed is@mifrestrictions on the use of water by theiratitments. These water use restricti
have similarly lead to reduced water revenues byiaipalities or other governmental agencies, whichld similarly affect funding decisions
for water-related projects.

Even if favorable economic conditions exist, statd local governments may choose not to addressrddfinfrastructure needs among
competing budget priorities. A decline in locahtstand federal spending on infrastructure cowdd te a further decline in our sales,
profitability and cash flows.

A recent report of the U.S. Conference of Mayotsrestes that state and local government fundingegaly provides 99% and 95% of
the investment in drinking water and wastewatemaistfucture, respectively. Funds for water infiatiuire repair and replacement typically
come from local taxes or water rates. The abilftgtate and local governments to increase taxesater rates may be limited. In addition, state
and local governments that do not budget for chgépreciation in setting tax rates and water ratag be unable to pay for water
infrastructure repair and replacement if they dbhave other funding sources.

43



A portion of our businessrelies on cyclical non-residential construction.

A portion of our business depends on non-residectiastruction. Non-residential construction adivé cyclical and may lag general
market downturns. Non-residential constructionwdistinas begun to slow, and independent forecdstalendar 2009 non-residential
construction activity indicated a decline of 20%mmared to calendar 2008. A reduction in non-regideconstruction could result in a decline
in our sales, profitability and cash flows.

If we are unable to execute cost-control measures successfully, our total operating costs may be greater than expected, which may adversely
affect our profitability.

We have taken steps to lower our costs by redwstfifand employee compensation and benefits apteimenting general cost-control
measures, and we expect to continue some of tlesseantrol efforts for the foreseeable futurevé do not achieve the expected savings or if
our operating costs increase as a result of oategfic initiatives, our total operating costs maygbeater than anticipated. Although we believe
that appropriate steps have been and are being taksplement cost-control efforts while maintaigicustomer service and quality, if not
managed properly, such efforts may affect our ghiiti generate future net sales. Reductions irfi ataf employee compensation and benefits
could also adversely affect our ability to attrant retain key employees. In addition, we operatte significant operating leverage. A
significant portion of our expenses consists oédixxosts that neither increase nor decrease propately with net sales. As a result, we are
limited in our ability to reduce costs in the shiarm. If we are not able to implement further casttrol efforts or reduce our fixed costs
sufficiently in response to a decline in our néésawe may experience a higher percentage ddalioer income from continuing operations.

We may not be able to satisfy our debt covenants.

Our 2007 Credit Agreement requires the maintenafsgecified financial ratios. Our ability to sdishose requirements can be affected
by events beyond our control, and there is a tigk we will not meet those tests. A breach of a@the financial or other covenants could re
in a default under the 2007 Credit Agreement amdd@e&ubordinated notes (together the “senior ¢ifadilities”). If an event of default were
not remedied after the delivery of notice of defauld lapse of any relevant grace period, the msldEour debt would be able to declare it
immediately due and payable. Upon the occurren@navent of default under our senior credit faesi, the lenders could also terminate all
commitments to extend further credit. If we weralie to repay those amounts, the lenders couldeprbagainst the collateral granted to them
to secure the indebtedness under our 2007 Credéehgent. We have pledged substantially all of esets (including our intellectual
property), other than the assets of our foreigrsilidries, as security under the 2007 Credit Ageaif the lenders under our 2007 Credit
Agreement or holders of our outstanding notes acat# the repayment of borrowings, we may not Isaficient assets to repay our senior
credit facilities and our other indebtedness, whtichld negatively impact the value of our commatktand our ability to operate as a going
concern. Further, the covenants in our senior tfadilities could limit our ability to engage irdain transactions.

Changesin our credit ratings and macroeconomic conditions may affect our borrowing costs, limit our financing options and reduce the
flexibility of our financing in the future.

Our long-term debt is rated by Standard & Poor&Moody's Investors Service. We are currently rdeldw-investment grade by both
rating agencies, and any future long-term borrowingthe extension or replacement of our short-teemowing facilities will reflect the
negative impact of these ratings, increasing oardwgng costs, limiting our financing options, inding limiting our access to the unsecured
borrowing market, and subjecting us to more rebtgacovenants than our existing debt arrangemétditional reductions in our credit
ratings could further increase our borrowing costject us to more onerous terms and reduce atmving flexibility in the future. Such
limitations on our financing options may affect @lnility to refinance existing debt or fund maj@wacquisitions or capital intensive internal
initiatives.
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In addition, deteriorating economic conditions limting a recession, market disruptions, tighterredit markets and significantly wider
corporate borrowing spreads, may make it moredatiffior costly for us to finance significant tran8ans or obtain replacement financing for
our existing debt.

New governmental regulation relating to carbon dioxide emissions may subject usto significant new costs and restrictions on our operations.

Certain of our manufacturing plants use significamiounts of electricity and natural gas and cex&iour plants emit significant amoul
of carbon dioxide. Federal and state courts andrasirative agencies are considering the scopesaal® of carbon dioxide emission regula
under various laws pertaining to the environmenérgy use and development and greenhouse gas emsisShere are bills pending in
Congress that would regulate carbon dioxide emissibrough a cap-and-trade system under whichemittould be required to buy
allowances to offset emissions of carbon dioxideaddition, several states are considering varaulson dioxide registration and reduction
programs. Carbon dioxide regulation could increhseprice of the electricity we purchase, increassts for our use of natural gas, potentially
restrict access to or the use of natural gas aimreqs to purchase allowances to offset our owisgions. Federal, state and local governments
may also pass laws mandating the use of alternatieegy sources, such as wind power and solar gnetgch may increase the cost of ene
used in our operations. While future emission ratjolh appears likely, it is too early to predictahthis regulation will affect our business,
operations or financial results.

Our expenditures for postretirement benefit and pension obligations are significant and could be materially higher than we have predicted if
our underlying assumptions prove to be incorrect.

We provide a range of benefits to our employeesraticed employees, including pensions and postregnt healthcare. We record
annual amounts relating to these plans based cnlatibns specified by generally accepted accogmiinciples, which include various
actuarial assumptions. At June 30, 2009, the masidee of U.S. plan assets was approximately $22@I®n. The investment performance of
our pension plans for the year ended Septembe2(®®B was a loss of $50.2 million.

Based on the requirements of the Pension Protesignwve estimate that we will contribute a maximaf$25 million to our pension
plans in fiscal 2009, of which approximately $3.8lion had been paid through June 30, 2009. Assuheadth care cost trend rates, discount
rates, expected return on plan assets and satzgaises have a significant effect on the amouptated for the pension and health care plans.
Cash expenditures and costs that we incur coulddierially higher. Further, the current volatil@eomic environment and the rapid
deterioration in the equity markets have causedstient performance to decline. As a result, we lpeayequired to increase the amount of
cash contributions we make into our pension plaritké future in order to meet funding level requiemts. Finally, further regulatory changes
could increase our obligations to provide thesadtlitional benefits
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Item 2. Unregistered Sales of Equity Securities andse of Proceeds
During the three months ended June 30, 2009, weckpsed shares of our Series A common stock lasvial

Maximum
number of
shares tha

Total number
of shares may yet be
purchased as
part of publicly purchased
Total Average
number price paid announced under the
of shares plans or plans or
Period purchasec per share programs programs
April 1-30, 200¢ = $ — — —
May 1-31, 200¢ 56,37%1) 3.5¢ — —
June -30, 200¢ — — — —
Total 56,37¢ $ 3.5¢ — —

(1) The total number of shares purchased condistisases surrendered to us to pay the tax withhgldbligations of employees in
connection with the vesting of restricted stwnits issued to then

Iltem 6. Exhibits

(a) Exhibits
Exhibit No. Document
10.1.2 Amendment No. 2 dated as of June 18, 2009 to themded and Restated Credit Agreement dated as o2Mla3007, a

amended by Amendment No. 1 dated as of June 2%, 26@ong Mueller Water Products, Inc., as Borrowkreller Group,
LLC, as prior borrower, Bank of America, N.A., adrinistrative Agent and an L/C Issuer, JPMorgangeiBank, N.A., as
Syndication Agent, and an L/C Issuer and the lendamed on the signature pages thereto. Incorpbbgteeference to
Exhibit 10.1.2 to Mueller Water Products For-K (File no. 00-32892) filed on June 18, 20C

311 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuamt $ection 302 of the Sarba-Oxley Act of 2002

32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuat $ection 906 of the Sarba-Oxley Act of 2002
SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisd¢iport to be signed on its behalf
by the undersigned thereunto duly authorized.

MUELLER WATER PRODUCTS, INC
Date: August 10, 200 By: /s/ EvANL.HART

Evan L. Hart
Chief Financial Officel
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EXHIBIT 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Gregory E. Hyland, certify that:
1. I have reviewed this Quarterly Report on Forr-Q of Mueller Water Products, Inc

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or améttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statemeamts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) alngre responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @defined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

(@) Designed such disclosure controls and proceduregused such disclosure controls and proceduties tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

(b) Designed such internal control over financial réjpgr or caused such internal control over finah@gaorting to be designed unc
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttsi report our conclusions about
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

(d) Disclosed in this report any change in the regid’s internal control over financial reporting thatomed during the registre's
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e

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

(@) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: August 10, 200 By: /s/ GREGORY E. HYLANL
Gregory E. Hylanc
Chief Executive Office




EXHIBIT 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

[, Evan L. Hart, certify that:

1.
2.

I have reviewed this Quarterly Report on Forr-Q of Mueller Water Products, Inc

Based on my knowledge, this report does notaiomny untrue statement of a material fact or améitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @defined in Exchange Act Rules
13&-15(f) and 15-15(f)) for the registrant and haw

(@) Designed such disclosure controls and proceduregused such disclosure controls and proceduties tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

(b) Designed such internal control over financial réjpgr or caused such internal control over finah@gaorting to be designed unc
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttsi report our conclusions about
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

(d) Disclosed in this report any change in the regid’s internal control over financial reporting thatomed during the registre's
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e

The registrant’s other certifying officer(s) andave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@yspersons performing the equivalent
functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: August 10, 200 By: /s/ EvaN L. H ART

Evan L. Hart
Chief Financial Officel



EXHIBIT 32.1

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

The certification set forth below is being subndtta connection with the Quarterly Report on For®aQ of Mueller Water Products, In
(the “Report”) for the purpose of complying with Rl 3a-14(b) or Rule 15d-14(b) of the Securitiesiange Act of 1934 (the “Exchange
Act”) and Section 1350 of Chapter 63 of Title 1&toé United States Code.

I, Gregory E. Hyland, the Chief Executive Officéueller Water Products, Inc., certify that, teethest of my knowledge:

1. The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Exchange Act;

The information contained in the Report fairly mrets, in all material respects, the financial ctodiand results of operations of Muel
Water Products, In

Date: August 10, 200 By: /s/ GREGORYE. HvLAND
Gregory E. Hylanc
Chief Executive Office



EXHIBIT 32.2

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

The certification set forth below is being subndtta connection with the Quarterly Report on For®aQ of Mueller Water Products, In
(the “Report”) for the purpose of complying with Rl 3a-14(b) or Rule 15d-14(b) of the Securitiesiange Act of 1934 (the “Exchange
Act”) and Section 1350 of Chapter 63 of Title 1&toé United States Code.

[, Evan L. Hart, the Chief Financial Officer of Miex Water Products, Inc., certify that, to the telsmy knowledge:

1. The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Exchange Act;

The information contained in the Report fairly mrets, in all material respects, the financial ctodiand results of operations of Muel
Water Products, In

Date: August 10, 200 By: /s/ EvaN L. H ART
Evan L. Har

Chief Financial Officel



