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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

December 31,

September 30,

2011 2011
(in millions)
Assets:
Cash and cash equivalents $ 396 $ 61.2
Receivables, net 197.¢ 220.¢
Inventories 250.¢ 237.7
Deferred income taxes 29.2 28.7
Other current assets 56.7 50.4
Total current assets 574.( 598.¢
Property, plant and equipment, net 239.¢ 243.¢
Identifiable intangible assets 603.: 610.¢
Other noncurrent assets 30.2 31.t
Total assets $ 1,447 $ 1,485.(
Liabilities and stockholders’ equity:
Current portion of long-term debt $ 0c $ 0.6
Accounts payable 97.2 107.€
Other current liabilities 74.¢ 86.%
Total current liabilities 172.¢ 194.¢
Long-term debt 677.€ 677.L
Deferred income taxes 153.2 154.2
Other noncurrent liabilities 75.¢ 79.€
Total liabilities 1,079.t 1,106.(
Commitments and contingencies (Note 11)
Common stock:
Series A common stock: 600,000,000 shares auttth1i%6,438,509 and 155,793,612 shares outstandibgamber 31, 201
and September 30, 2011, respectively 1.€ 1.€
Additional paid-in capital 1,591.¢ 1,593.:
Accumulated deficit (1,173.9 (1,161.¢
Accumulated other comprehensive loss (52.9) (54.2)
Total stockholders’ equity 367.5 379.(
Total liabilities and stockholders’ equity $ 1447 $ 1,485.(

The accompanying notes are an integral part ofdmsolidated financial statements.
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MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

Three months ended December 31,

2011 2010
(in millions, except per share amounts)
Net sales $ 311 $ 287.¢
Cost of sales 259.% 238.(
Gross profit 51.¢ 49.€
Operating expenses:

Selling, general and administrative 53.4 52.C

Restructuring 1.2 1.¢
Total operating expenses 54.7 53.¢

Loss from operations (2.9) (4.3
Interest expense, net 15.7 15.¢
Loss before income taxes (18.6€) (20.2)
Income tax benefit (6.7) 8.1
Net loss (11.9) (12.7
Other comprehensive income (loss):

Derivatives (0.9 —
Income tax effects 0.1 —
Amortization of interest expense on terminatedpa@ntracts 1.4 1.6
Income tax effects (0.5) (0.7)

Foreign currency translation 0.€ 1.7

Minimum pension liability 0.7 1.1
Income tax effects 0.2 0.4
Other — 0.3

1.8 3t
Comprehensive loss $ (10.) $ (8.9
Net loss per share:
Basic $ (0.08) $ (0.0¢)
Diluted $ 0.0 $ (0.0¢)
Weighted average shares outstanding:
Basic 156.( 154.¢
Diluted 156.( 154.¢
Dividends declared per share $ 0017t $ 0.017¢

The accompanying notes are an integral part ofdmsolidated financial statements.
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Balance at September 30, 2011
Net loss

Dividends declared
Stock-based compensation
Derivative instruments

Foreign currency translation
Minimum pension liability
Balance at December 31, 2011

MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
THREE MONTHS ENDED DECEMBER 31, 2011

(UNAUDITED)

Accumulated

Additional other
Common paid-in Accumulated comprehensive
stock capital deficit income (loss) Total
(in millions)

$ 1€ $ 1,593.: (1,161 $ (54.2) 379.(
— — (11.9) — (11.9

- (2.9 - - (2.7)

— 1.c — — 1.2

= = — 0.7 0.7

— — — 0.€ 0.€

= = — 0. 0.t

$ 1€ $ 1,591.¢ (1,173YH $ (52.4) 367.t

The accompanying notes are an integral part ofdimsolidated financial statements.

4




Table of Contents

Index to Financial Statements

MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Three months ended December 31,

2011 2010
(in millions)
Operating activities:
Net loss 119 $ (12.)
Adjustments to reconcile net loss to net cash pexviby (used in) operating activities:
Depreciation 11.€ 12.€
Amortization 7.€ 78
Stock-based compensation 1.E 1.6
Deferred income taxes (2.4) (3.0
(Gain) loss on disposal of assets 0.8 (0.6)
Retirement plans 0.€ 1.5
Interest rate swap contracts 1.4 1.¢
Other, net 0.7 0.7
Changes in assets and liabilities, net of acqaisiti
Receivables 23.€ 42.2
Inventories (12.¢) 1.4
Other current assets and other noncurrent assets (1.7) (5.2
Accounts payable and other liabilities (31.1) (43.€)
Net cash provided by (used in) operating activities (11.9) 5.2
Investing activities:
Capital expenditures (8.2 (6.4)
Acquisitions — (7.9
Proceeds from sales of assets 0.1 0.€
Net cash used in investing activities (8.1) (23.7)
Financing activities:
Increase (decrease) in outstanding checks 0.€ (1.4)
Debt borrowings 0.1 0.2
Common stock issued — 0.1
Payment of deferred financing fees — (0.9
Dividends paid 2.9 2.7
Net cash used in financing activities (2.0) 4.1
Effect of currency exchange rate changes on cash 0.4 0.8
Net change in cash and cash equivalents (21.6) (11.¢)
Cash and cash equivalents at beginning of period 61.2 83.7
Cash and cash equivalents at end of period 396 % 71.€

The accompanying notes are an integral part ofdmsolidated financial statements.
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MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Organization

Mueller Water Products, Inc., a Delaware corporgtiogether with its consolidated subsidiaries rafes in three business segments: Mueller Co., RIgg and Anvil. Mueller Co.
manufactures valves for water and gas systemsidimg} butterfly, iron gate, tapping, check, plug dall valves, as well as dry-barrel and wet-bdirelhydrants and a broad range of
metering, leak detection and pipe condition assessproducts for the water infrastructure industhys. Pipe manufactures a broad line of ductila pipe, joint restraint products,
fittings and other products. Anvil manufactures andrces a broad range of products, including ietyeof fittings, couplings, hangers, nipples aatated products. The “Company,”
“we,” “us” or “our” refer to Mueller Water Producgtinc. and its subsidiaries or their managementh\Wigard to the Company's segments, “we,” “us'ooir” may also refer to the
segment being discussed or its management.

Our consolidated financial statements are preparednformity with accounting principles generadigcepted in the United States of America, whicluirequs to make certain
estimates and assumptions that affect the repartemints of assets, liabilities, sales and expeasgishe disclosure of contingent assets and liegsilfor the reporting periods. Actual
results could differ from those estimates. All sfig)ant intercompany balances and transactions baea eliminated. In our opinion, all normal ancureing adjustments that we
consider necessary for a fair financial statemeegentation have been made. Certain reclassifitatiave been made to previously reported amoumisriorm to the current
presentation. The condensed consolidated balamet dhta at September 30, 2011 was derived froiteaiuthancial statements, but does not includelisitlosures required by
accounting principles generally accepted in thetééhStates.

Unless the context indicates otherwise, wheneverefer to a particular year, we mean the fiscal yealed or ending September 30 in that particdbendar year.
Note 2. Acquisition

On December 14, 2010, we acquired Echologics Ergimg Inc., a leak detection and pipe conditioreassient company headquartered in Toronto, Canad®7 O million in
cash, which included $1.5 million placed in escredated primarily to seller indemnifications schiedito be settled by July 2012. During the quasteted December 31, 2011, we
resolved one of these indemnifications in our faaod reduced the purchase price by $0.5 milliohickvreduced the associated goodwill balance to z&/e have included the
operating results of the business in Mueller Gesslilts effective December 14, 2010. The fair valbfethe related assets and liabilities are preskeip¢low, in millions.

Assets acquired:

Receivables $ 0.3
Inventories 0.1
Other current assets 0.2
Property, plant and equipment 0.1
Identifiable intangible assets 7.3
Liabilities:

Accounts payable and other current liabilities (0.2
Deferred income taxes (0.4)

$ 74

Identifiable intangible assets consist of trade esand trademarks of $0.6 million that have indifinseful lives and technology of $6.7 million tias an estimated useful life of
15 years.

Goodwill of $0.5 million was included in other namcent assets at September 30, 2011 .

Note 3. Income Taxe:
At December 31, 2011 and September 30, 2011 s diabilities for unrecognized income tax betsefiere $7.6 million and $7.8 million , respectiuel

We recognize interest related to uncertain incaamepbsitions as interest expense and would rece@ry penalties that may be incurred as sellingeigeé and administrative
expense. At December 31, 2011 and September 3@,,204 had $1.7
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million and $1.8 million , respectively, of accruederest related to uncertain tax positions.

Generally, our state income tax returns are clésegears prior to 2007 and our Canadian incomeetxrns are closed for years prior to 2004. Weuader audit by the Internal
Revenue Service (the "IRS") for the years 2007ugho2010. We are also under audit by several sétesrious levels of completion. We do not have material unpaid assessments.

Note 4. Borrowing Arrangements

The components of our long-term debt are presedraémv.

December 31, September 30,
2011 2011
(in millions)

ABL Agreement $ 34C % 34.C
8.75% Senior Unsecured Notes 221.¢ 221.7
7.375% Senior Subordinated Notes 420.( 420.C
Other 2.7 2.€
678.t 678.2

Less current portion (0.9 (0.9
Long-term debt $ 6776 $ 677.

ABL AgreementAt December 31, 2011 , our asset based lendiregeent (the “ABL Agreement”) consisted of a revwadyvcredit facility for up to $275 millionf revolving credi
borrowings, swing line loans and letters of cretlite ABL Agreement also permits us to increasesthe of the credit facility by an additional $15@lion in certain circumstances
subject to adequate borrowing base availability. &y borrow up to $25 million through swing lin@is and may have up to $60 million of letters efidroutstanding. We estimate
the fair value of the borrowings under the ABL Agmeent approximates the carrying value.

Borrowings under the ABL Agreement bear interest #ibating rate equal to LIBOR plus a margin rawggirom 275 to 325 basis points, or a base ratdefised in the ABL
Agreement, plus a margin ranging from 175 to 22§dpoints. At December 31, 2011 , the applicasle was LIBOR plus 300 basis points and the intee¢e was 3.27% , including
the margin.

The ABL Agreement terminates in August 2015 . W @aommitment fee of 50 basis points for any udus@rowing capacity and our obligations are setimea first-priority
perfected lien on all of our U.S. inventory, accsureceivable, certain cash and other supportitigatipns. Borrowings are not subject to any finahmaintenance covenants unless
excess availability is less than the greater of i8don and 12.5% of the aggregate commitmentseuide ABL Agreement. Excess availability at Deceni®il, 2011 , as reduced by
outstanding borrowings, outstanding letters of itraad accrued fees and expenses of $73.0 millwas, $148.8 million . At December 31, 201dur additional borrowing capacity w
$114.4 million .

8.75% Senior Unsecured Not@he 8.75% Senior Unsecured Notes (the “Senior UmrselcNotes”) mature in September 2020 and bearesttat 8.75% , paid semi-annually.
Based on quoted market prices, the outstandingoBeimsecured Notes had a fair value of $245.3 omlit December 31, 2011 .

We may redeem up to $22.5 million of the Seniorééused Notes at a redemption price of 103% plusiadcand unpaid interest once in each year endépteghber 1, 2012 and
2013. We may also redeem up to $78.8 million of3beior Unsecured Notes at a redemption price 8783 , plus accrued and unpaid interest, witmttecash proceeds from
certain equity offerings prior to September 20I8yjiled that at least $146.2 million remains outdiag immediately after such redemption. After AsgR015, we may redeem the
Senior Unsecured Notes at specified redemptioeprdtus accrued and unpaid interest. Upon a Chain@entrol (as defined in the indenture securirg $enior Unsecured Notes), we
are required to offer to purchase the outstandemd Unsecured Notes at a purchase price of 1dt%gecrued and unpaid interest. The Senior UnsddNptes are subordinate to
borrowings under the ABL Agreement.

The indenture securing the Senior Unsecured Nate&ins customary covenants and events of defaaltding covenants that limit our ability to incdebt, pay dividends and
make investments. Substantially all of our U.S.saiaries guarantee the Senior Unsecured Noteshéeve we were compliant with these covenantsestenber 31, 2011 and expect
to remain in compliance through December 31, 2012 .
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7.375% Senior Subordinated Not&he 7.375% Senior Subordinated Notes (the “Senibo&linated Notes”) mature in June 2017 and beerdst at 7.375% , paid seaninually.
Based on quoted market prices, the outstandingoB8unibordinated Notes had a fair value of $38218aniat December 31, 2011 .

After May 2012, we may redeem any portion of thaiSeSubordinated Notes at specified redemptioogsrplus accrued and unpaid interest. Upon a Chaf@entrol (as define
in the indenture securing the Senior Subordinate$), we are required to offer to purchase thstantling Senior Subordinated Notes at a purchase @i 101% , plus accrued and
unpaid interest. The Senior Subordinated Notesaerdinate to the borrowings under the ABL Agreenaad the Senior Unsecured Notes.

The indenture securing the Senior Subordinated \Nmtatains customary covenants and events of deiflaciuding covenants that limit our ability tocur debt, pay dividends and
make investments. Substantially all of our U.S.sadilaries guarantee the Senior Subordinated Ndéfeshelieve we were compliant with these covenanBeaember 31, 2011 and
expect to remain in compliance through Decembef812.

Note 5. Derivative Financial Instruments

Our ongoing business operations expose us to coitymwite risk, which we manage to some extentgisierivative instruments. We enter into natural gaap contracts to
manage the price risk associated with future psesaf natural gas used in certain of our manufactyprocesses. We have used interest rate swamctsito manage interest rate
associated with our variable-rate borrowings inghset, but no such contracts have been outstastiog prior to September 30, 2010.

We designated our natural gas swap contracts aeic gt rate swap contracts as cash flow hedgesrgfuschases of natural gas and future interesnpats, respectively. As a
result, to the extent the hedges are effectivecliamges in the fair value of these contracts poicettlement are reported as a component of atiraprehensive loss and reclassified
into earnings in the periods during which the heldmansactions affect earnings. Gains and losséisas@ contracts representing either hedge inéfeeetss or hedge components
excluded from the assessment of effectivenesseamgnized in earnings as they occur.

Natural Gas Swap Contract®ur natural gas swap contracts result in a fixatral gas purchase price ranging from $4.16 t8%ger MMBtu through September 2012. Our
outstanding natural gas swap contracts at Dece81he2011 and September 30, 2011 are presented below

December 31, September 30,
Rate benchmark 2011 2011
(MMBtu)
NYMEX natural gas 317,00( 406,00

The effects of our natural gas swap contracts erctimsolidated statements of operations are pextéeiow, net of tax.

Three months ended
December 31,
2011 2010
(in millions)

Gain recognized in other comprehensive loss $ 02 $

Interest Rate Swap Contracts.the quarters ended December 31, 2011 and 2084 @eelassified $1.4 million and $ 1.9 million ,pestively, related to previously terminated
interest rate swap contracts to interest expemse &ccumulated other comprehensive loss. The urniaeiportion remaining in accumulated other corhprsive loss was $ 2.2
million , net of tax, at December 31, 2011 , arelphe-tax component is scheduled to be amortizéttdoest expense through May 2012.

8
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Our derivative contracts were recorded at fair galsing publicly observable data such as marketdst rates and market natural gas prices. Thedaies of our derivative
contracts are presented below.

Fair value
Balance sheet location December 31, 2011 September 30, 2011
(in millions)
Liability derivatives:
Derivatives designated as hedging instruments:
Natural gas swap contracts Other current liabilities $ 02 % —
Note 6. Retirement Plans
The components of net periodic benefit cost (g&inylefined benefit pension plans and other pastraent benefit plans are as follows.
Three months ended December 31,
2011 2010 2011 2010
Pension Plans Other Plans
(in millions)

Service cost $ 0 $ 0 $ — % —
Interest cost 5.2 5.2 0.1 0.1
Expected return on plan assets (5.7 (5.9) — —
Amortization of prior service cost (gain) 0.1 0.1 (0.€) (0.6)
Amortization of net loss (gain) 1.€ L9 (0.5) (0.3
Net periodic benefit cost (gain) $ 17 % 24 8 (10 3 (0.9)

The amortization of unrecognized prior service evst of actuarial net losses, net of tax, are gmmbas components of accumulated other compreleeluss.

During the quarter ended December 31, 2011, weiboited $4.0 million to our defined benefit pensfans. We expect to contribute a total of $20iomilito $22 million to our
pension plans during 2012. We also expect to duutiia total of $0.5 million to our other postretitent benefit plans during 2012.

Note 7. Stock-based Compensation Plar

During the quarter ended December 31, 2011, thepaasnadopted the Mueller Water Products, Inc. RimarRlan (the "Phantom Plan"). Phantom Plan awanrtiesa recipient t
a cash payment equal to the number of awards gestiritiplied by the closing price per share of oammon stock on the vesting date. Awards genevaly in thirds on successive

anniversaries of the grant date. Compensation esepfem Phantom Plan awards is charged against incwer the vesting period, based on the closingkgtace at each balance sheet
date until vested.

We recorded stock-based compensation expense®fi$illion during the quarter ended December 31,1204t December 31, 2011 , there was approximaiél{ million of
unrecognized compensation expense related to staedd awards.

We recorded net losses in the quarters ended Dexe3ithb2011 and 2010 . Because the effect of imetudormally dilutive securities in the earnings pkare calculation would
have been antidilutive, we excluded all stock-bas®dpensation instruments from the calculationdiloted net loss per share.

9
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We granted equity awards under our Mueller Watedgets, Inc. Amended and Restated 2006 Stock liveeRtan, Mueller Water Products, Inc. 2006 Empeo$tock Purchase
Plan and Phantom Plan during the quarter endedrile®e31, 2011 as follows.

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

(in millions, except per instrument value)

Quarter ended December 31, 2011:

Restricted stock units 1.2 $ 204 $ 24
Non-qualified stock options 0.€ 2.07 1.2
Employee stock purchase plan instruments 0.1 1.9t 0.2
Phantom awards 0.4 2.0¢ 0.7
$ 4.€

Note 8. Accumulated Other Comprehensive Los

Accumulated other comprehensive loss is presergkvb

December 31, September 30,
2011 2011
(in millions)
Net unrecognized loss on derivatives $ 23 $ (3.0
Foreign currency translation 6.8 6.2
Minimum pension liability (57.0 (57.5)
$ (529 $ (54.2)

10
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Note 9. Supplemental Balance Sheet Informatio

Selected supplemental balance sheet informatipresented below.

Inventories:
Raw materials and purchased parts
Work in process
Finished goods

Other current assets:
Prepaid income taxes
Maintenance and repair tooling
Other

Property, plant and equipment:
Land
Buildings
Machinery and equipment
Construction in progress

Accumulated depreciation and amortization

Other current liabilities:
Compensation and benefits
Customer rebates
Interest
Taxes other than income taxes
Warranty
Severance
Income taxes
Restructuring
Environmental
Other

11

December 31,

September 30,

2011

(in millions)
89.z $ 72
32.C 374
129.¢ 127.¢
250.¢ $ 237.7
171 $ 12.€
30.7 30.2
8.¢ 743
56.7 $ 50.4
23.C % 23.C
92.¢ 92.¢
555.( 554.¢
17.€ 13.€
688.5 684.¢
(449.) (440.9)
2394  $ 243.¢
282 $ 33.¢
16.7 15.C
10.1 13.C
5.¢ 5.t
2.t 34
1.2 1k
— 1.¢
1.8 14
0.2 0.2
8.C 10.4
748 $ 86.2
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Note 10. Segment Information

Segment assets consist primarily of receivablegnitories, property, plant and equipment and ifiabte intangible assets. Summarized financialimi@tion for our segments is
presented below.

Three months ended December 31,

2011 2010
(in millions)
Net sales, excluding intersegment sales:
Mueller Co. 128.1  $ 129.¢
U.S. Pipe 96.1 74.L
Anvil 87.2 83.4
$ 311t $ 287.€
Intersegment sales:
Mueller Co. $ 1.7  $ 21
U.S. Pipe 0.1 —
Anvil = =
$ 1.8 $ 2.1
Income (loss) from operations:
Mueller Co. $ 47 % 8.4
U.S. Pipe (8.9 (10.9)
Anvil 7.7 5.¢
Corporate (6.5 (8.3
$ 29 ¢ 4.3
Depreciation and amortization:
Mueller Co. $ 112 $ 11.7
U.S. Pipe 4.4 4.t
Anvil 3.€ 3.7
Corporate 0.2 0.2
$ 194  $ 20.1
Restructuring:
Mueller Co. $ 04 $ 0.4
U.S. Pipe 0.6 0.6
Anvil 0.1 0.€
Corporate (0.2) —
$ 12 3 1.¢
Capital expenditures:
Mueller Co. $ 34 % 3.2
U.S. Pipe 2.6 1.4
Anvil 1.6 1.4
Corporate — 0.4
$ 82 % 6.4

12
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Note 11. Commitments and Contingencies

We are involved in various legal proceedings tteateharisen in the normal course of operationsudiog the proceedings summarized below. The effettte outcome of these
matters on our future results of operations cabeqtredicted with certainty as any such effect ddpen future results of operations and the amandttiming of the resolution of su
matters. Other than the litigation described belvedo nobelieve that any of our outstanding litigation wibbhiave a material adverse effect on our businespesations or prospec

EnvironmentalWe are subject to a wide variety of laws and rejuta concerning the protection of the environmbnth with respect to the operations at many ofpwaperties
and with respect to remediating environmental ciiol that may exist at our own or other properte strive to comply with federal, state and logaironmental laws and
regulations. We accrue for environmental expensgslting from existing conditions that relate tstpaperations when the costs are probable andrrablyoestimable.

In September 1987, U.S. Pipe implemented an Adinatige Consent Order (“ACQO”) for its Burlington,eM Jersey property, which was required under the Bersey
Environmental Cleanup Responsibility Act (now knoasithe Industrial Site Recovery Act). The ACO isgflisoil and ground-water cleanup, and U.S. Pggedompleted, and
received final approval on, the soil cleanup reegiiby the ACO. U.S. Pipe continues to address grouater issues as well as issues associated vettiemolition of its former
manufacturing facilities at this site. Further relia¢ion could be required. Long-term ground-watenitoring may also be required, but we do not ki long such monitoring will
be required and do not believe monitoring or furtieenediation costs, if any, will have a materidverse effect on our financial condition or resolt®perations.

In June 2003, Solutia Inc. and Pharmacia Corpardtiollectively “Solutia”) filed suit against U.®ipe and a number of co-defendant foundry-relatedpanies in the U.S.
District Court for the Northern District of Alabanfiar contribution and cost recovery allegedly iregrand to be incurred by Solutia in performing edration of polychlorinated
biphenyls (“PCBs”) and heavy metals in Annistonalddma, pursuant to a partial consent decree wetEBA. U.S. Pipe and certain co-defendants subatiyjueached a settlement
with the EPA concerning their liability for certaiontamination in and around Anniston, which wasnoealized in an Administrative Agreement and OrderConsent (“AOC”) that
became effective in January 2006. U.S. Pipe haheseha settlement agreement whereby Phelps Dodgstites, Inc., a co-defendant andrespondent on the AOC, has assumed
Pipe's obligation to perform the work required unitie AOC.

U.S. Pipe and the other settling defendants corttesicthe legal effect of the AOC extinguishes 8alsi claims for contribution and cost recovery #mey filed a motion for
summary judgment to that effect. The district capetnted the motion for summary judgment as tordmution claims in June 2008 and as to cost regogktims in July 2010. The
plaintiffs have appealed the grant of summary jueighto the Eleventh Circuit Court of Appeals, anal argument before the Eleventh Circuit Court pp&als was held on February
1, 2012. While the district court granted summaiggiment for U.S. Pipe and other defendants, pftdritave alleged that the issues raised in theappeolve complex matters of law
and that U.S. Pipe should share liability for aesovery in excess of costs already incurred utideAOC, based on facts and expert testimony tdelveloped at trial. In view of the
inherent difficulty of predicting the outcome diidiation such as this, where important factual infation and legal issues remain to be developetbcided, we cannot at this time
estimate the reasonably possible loss, or ranggssf if any, for this matter.

On July 13, 2010, Rohcan Investments Limited (“Rotiy, the former owner of property leased by Mue@anada Ltd. and located in Milton, Ontario, fikdt against Mueller
Canada Ltd. and its directors seeking C$10 miliiodamages arising from the defendants' alleged@@mwental contamination of the property and breafdlease. Mueller Canada L
leased the property from 1988 through 2008. Weparsuing indemnification from a former owner forteén potential liabilities that are alleged ingtawsuit, and we have accrued
other liabilities not covered by indemnification.

In the acquisition agreement pursuant to whicheal@cessor to Tyco sold our Mueller Co. and Anvilibesses to the prior owners of these businesssguast 1999, Tyco agreed
to indemnify us and our affiliates, among othengfs, for all “Excluded Liabilities.” Excluded Lidiiies include, among other things, substantiallyiabilities relating to the time prior
to August 1999, including environmental liabiliti@he indemnity survives indefinitely. In additiofiyco's indemnity does not cover liabilities to #haent caused by us or the opera
of our businesses after August 1999, nor doesviércliabilities arising with respect to businessesites acquired after August 1999. In June 209Zp was separated into three
separate publicly traded companies. In Septemhit,ZDyco International Ltd., one of the compankest tvas separated in the June 2007 split, announesaild split into three
separate companies. Should Tyco's successors bditameially unable or fail to comply with the tesnof the indemnity, we may be responsible for selaligations or liabilities.
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Walter Energy-related Income Tax&ach member of a consolidated group for federalrme tax purposes is severally liable for the feldame tax liability of each other
member of the consolidated group for any year ifctvit is a member of the group at any time dusogh year. Each member of the Walter Energy castesteld group, which included
us through December 14, 2006, is also jointly aacgally liable for pension and benefit funding @adnination liabilities of other group memberswasl as certain benefit plan taxes.
Accordingly, we could be liable under such provisian the event any such liability is incurred, aod discharged, by any other member of the W&tergy consolidated group for
any period during which we were included in the ¥#faEnergy consolidated group.

A dispute exists with regard to federal income $afce years 1980 through 1994 allegedly owed byttadter Energy consolidated group, which include8.WPipe during these
periods. According to Walter Energy's last avaggblblic filing on the matter, Walter Energy's mgeaent estimated that the amount of tax claimeth®yRS was approximately
$34.0 million for issues currently in dispute imkeuptcy court for matters unrelated to us. Thi®ant is subject to interest and penalties. Of B G million in claimed tax, $21.0
million represents issues in which the IRS is r@tlienging the deductibility of the particular erge but only whether such expense is deductibdeparticular year. Walter Energy's
management believes that Walter Energy's finamsipbsure should be limited to interest and posgiblelties and the amount of any tax claimed velbHset by favorable
adjustments in other years.

In addition, the IRS previously issued a Noticd’adposed Deficiency assessing additional tax ofZBtllion for the fiscal years ended May 31, 2@bfbugh December 31, 2005.
Walter Energy filed a formal protest with the IRt had not reached a final resolution with the égdp Division at December 31, 2011 . The unresoisgaes relate primarily to
Walter Energy's method of recognizing revenue erstile of homes and related interest on the ingtall notes receivable. The items at issue relateapity to the timing of revenue
recognition and consequently, should the IRS pteweits positions, Walter Energy's financial exp@sshould be limited to interest and penaltiesaAsatter of law, we are jointly ai
severally liable for any final tax determination my year in which any of our subsidiaries werenhers of the Walter Energy consolidated group, tvhieans that we would be lial
in the event Walter Energy is unable to pay anywmtsowed. Walter Energy has disclosed that iebes its filing positions have substantial meri #mat it intends to defend
vigorously any claims asserted

Walter Energy effectively controlled all of our tercisions for periods during which we were a manali¢he Walter Energy consolidated group for fedl@rcome tax purposes
and certain combined, consolidated or unitary statelocal income tax groups. Under the terms efitkome tax allocation agreement between us arlte\Energy dated May 26,
2006, we generally compute our tax liability ortansl-alone basis, but Walter Energy has sole aityttorrespond to and conduct all tax proceeditigslifding tax audits) relating to
our federal income and combined state returnslg@fl such returns on our behalf and to deterntireeamount of our liability to (or entitlementpayment from) Walter Energy for
such previous periods. This arrangement may resctinflicts between Walter Energy and us.

The separation of the Company from Walter Energpenember 14, 2006 was intended to qualify as dréexspin-off under Section 355 of the Internal&wie Code of 1986, as
amended. In addition, the tax allocation agreememtides that if the spin-off is determined nobtotax-free pursuant to Section 355, we generallyoa responsible for any taxes
incurred by Walter Energy or its shareholders dtstaxes result from certain of our actions or @ioiss and for a percentage of any such taxes thatat a result of our actions or
omissions or Walter Energy's actions or omissiartsxes based upon our market value relative ta&&nergy's market value. Additionally, to theemttthat Walter Energy was
unable to pay taxes, if any, attributable to the-gff and for which it is responsible under thg tdlocation agreement, we could be liable for thtaxes as a result of being a member
of the Walter Energy consolidated group for theryeavhich the spin-off occurred.

In accordance with the income tax allocation agessiWalter Energy used certain tax assets of @egessor to the Company in its calendar 2006 taxrréor which payment to
us is required. The income tax allocation agreeroaht requires Walter Energy to make the paymepnugalization of the tax benefit by receiving turel or otherwise offsetting
taxes due. Walter Energy currently owes us $10l8omithat is payable pending completion of an [&&lit of Walter Energy's 2006 tax year and theteelaefund of tax from that
year. We recorded this receivable in other nonctigssets

Other MattersWe are party to a number of other lawsuits arigintpe ordinary course of our businesses, inclugiregiuct liability cases for products manufactuogdis or third
parties. We provide for costs relating to thesetenstwhen a loss is probable and the amount i®ne&aty estimable. Administrative costs relatechiese matters are expensed as
incurred. The effect of the outcome of these matber our future results of operations cannot bdipted with certainty as any such effect dependgiture results of operations and
amount and timing of the resolution of such mattérhile the results of litigation cannot be predatwith certainty, we believe that the final out@aof such other litigation is not
likely to have a materially adverse effect on comsolidated financial statements.
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Note 12. Subsequent Event

On January 25, 2012, our board of directors dedlardividend of $0.0175 per share on our SeriesrAruon stock, payable on February 21, 2012 to staldks of record at the
close of business on February 10, 2012.

Note 13. Consolidating Guarantor and Non-Guarantor Financial Information

The following information is included as a resuitioe guarantee by certain of our wholly-owned Wdbsidiaries (“Guarantor Companies”) of the Sebinsecured Notes and the
Senior Subordinated Notes. None of our other sidr$éd guarantee the Senior Unsecured Notes arfSehier Subordinated Notes. Each of the guaraiggemt and several and full
and unconditional. Guarantor Companies are liseddvin

State of
incorporation
Name or organization
Anvil 1, LLC Delaware
Anvil 2, LLC Delaware
Anvil International, LLC Delaware
AnvilStar, LLC Delaware
Echologics, LLC Delaware
Fast Fabricators, LLC Delaware
Henry Pratt Company, LLC Delaware
Henry Pratt International, LLC Delaware
Hunt Industries, LLC Delaware
Hydro Gate, LLC Delaware
J.B. Smith Mfg. Co., LLC Delaware
James Jones Company, LLC Delaware
MCO 1, LLC Alabama
MCO 2, LLC Alabama
Milliken Valve, LLC Delaware
Mueller Co. International Holdings, LLC Delaware
Mueller Co. LLC Delaware
Mueller Financial Services, LLC Delaware
Mueller Group Co-Issuer, Inc. Delaware
Mueller Group, LLC Delaware
Mueller International, LLC Delaware
Mueller Service California, Inc. Delaware
Mueller Service Co., LLC Delaware
Mueller Systems, LLC Delaware
U.S. Pipe Valve & Hydrant, LLC Delaware
United States Pipe and Foundry Company, LLC Alabama
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Assets:
Cash and cash equivalents
Receivables, net
Inventories
Deferred income taxes
Other current assets
Total current assets
Property, plant and equipment
Identifiable intangible assets
Other noncurrent assets
Investment in subsidiaries
Total assets
Liabilities and equity:
Current portion of long-term debt
Accounts payable
Other current liabilities
Total current liabilities
Long-term debt
Deferred income taxes
Other noncurrent liabilities
Intercompany accounts
Total liabilities
Equity
Total liabilities and equity

Mueller Water Products, Inc. and Subsidiaries

Consolidating Balance Sheet
December 31, 2011

Non-
Guarantor guarantor
Issuer companies companies Eliminations Total
(in millions)
$ 11: % 22 $ 30.t — 39.€
— 187.¢ 10.4 — 197.¢
— 237.C 13.€ — 250.¢
28.1 — 0.€ — 29.2
18.¢ 34.€ 2.¢ — 56.7
58.¢ 457.1 58.C — 574.(
1.t 229.C 8.¢ — 239.¢
— 596.1 7.2 — 603.3
27.1 1.¢ 1.2 — 30.2
28.€ 33.€ — (62.2) —
$ 116.1 % 1,317 $ 75.4 (62.2) 1,447.(
$ — 3 0c $ — 0.c
7.5 85.7 4.C — 97.2
20.¢ 52.C 1.¢ — 74.¢
28.4 138.¢ 5.¢ — 172.¢
676.1 1kt — — 677.€
152.¢ — 0.4 — 153.2
7.2 68.C 0.€ — 75.¢
(1,115.9) 1,081.( 34.¢ — —
(251.9) 1,289.: 41.¢€ — 1,079.f
367.t 28.€ 33.€ (62.2) 367.t
$ 116.1 % 1,317 $ 75.4 (62.2) 1,447.(
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Assets:
Cash and cash equivalents
Receivables, net
Inventories
Deferred income taxes
Other current assets
Total current assets
Property, plant and equipment
Identifiable intangible assets
Other noncurrent assets
Investment in subsidiaries
Total assets
Liabilities and equity:
Current portion of long-term debt
Accounts payable
Other current liabilities
Total current liabilities
Long-term debt
Deferred income taxes
Other noncurrent liabilities
Intercompany accounts
Total liabilities
Equity
Total liabilities and equity

Consolidating Balance Sheet
September 30, 2011

Mueller Water Products, Inc. and Subsidiaries

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

357 $ 32 $ 28.7 — 61.z
0.1 203.¢ 16.¢ — 220.¢
— 225.2 12.% — 237.1

28.1 — 0.€ — 28.7

15.4 34.( 1.C — 50.4

79.5 459.¢ 59.€ — 598.¢
1.6 233.C 9.2 — 243.¢
— 603.7 7.2 — 610.¢

27.7 2.C 1.8 — 31.t

26.7 33.7 — (60.9) —

1352 % 1,332 $ 77.€ (60.9) 1,485.(
— 3 0c $ — — 0.c
6.1 97.¢ 3.7 — 107.€

26.¢ 56.5 2.¢ — 86.%

33.C 155.2 6.€ — 194.¢

676.( 14 — — 677.4

153.¢ — 0.4 — 154.%
7.3 71.€ 0.7 — 79.€

(1,113.9) 1,077« 36.4 — —

(243.%) 1,305.¢ 44.1 — 1,106.(

379.( 26.7 33.7 (60.9) 379.

1352 % 1,332 $ 77.€ (60.9) 1,485.(
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Net sales
Cost of sales
Gross profit
Operating expenses:

Selling, general and administrative

Restructuring

Total operating expenses

Income (loss) from operations
Interest expense, net
Income (loss) before income taxes
Income tax expense (benefit)
Equity in income of subsidiaries

Net income (loss)

Net sales
Cost of sales
Gross profit
Operating expenses:

Selling, general and administrative

Restructuring

Total operating expenses

Income (loss) from operations
Interest expense, net
Income (loss) before income taxes
Income tax expense (benefit)
Equity in income of subsidiaries
Net income (loss)

Mueller Water Products, Inc. and Subsidiaries
Consolidating Statement of Operations
Three Months Ended December 31, 2011

Non-
Guarantor guarantor
Issuer companies companies Eliminations Total
(in millions)
$ —  $ 289.t 22.C — 311.t
— 242 17.5 — 259.%
— 47.% 4.t — b51.¢
6.5 42.€ 4.C — 53.4
— 1.2 — 1.2
6.5 44.2 4. — 54.7
(6.5) 3.1 0.5 — 2.9
15.¢ 0.1 — — 15.7
(22.7) 3.C 0.t — (18.6)
(7.9 1.1 0.1 — 6.7
2.3 0.4 — 2.9 —
$ 119 $ 28 0.4 2.7 (11.9
Mueller Water Products, Inc. and Subsidiaries
Consolidating Statement of Operations
Three Months Ended December 31, 2010
Non-
Guarantor guarantor
Issuer companies companies Eliminations Total
(in millions)
$ —  $ 261.2 26.4 — 287.€
— 214.¢ 23.4 — 238.C
— 46.€ 3.C — 49.€
8.6 41.€ 1.8 — 52.C
— 1.¢ — 1.¢
8.6 43.t 1.8 — 53.¢
8.6 3.1 1.2 — 4.3)
15.€ — — — 15.¢
(24.5) 3.1 1.2 — (20.2)
9.9 1.z 015 — (8.2)
2.6 0.7 — (3.9 —
$ 12.1) $ 2.€ 0.7 3.9 (12.3)
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Operating activities:
Net cash provided by (used in) operating activities
Investing activities:
Capital expenditures
Proceeds from sales of assets
Net cash used in investing activities
Financing activities:
Increase in outstanding checks
Debt borrowings
Dividends paid
Net cash provided by (used in) financing activities
Effect of currency exchange rate changes on cash
Net change in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Mueller Water Products, Inc. and Subsidiaries
Consolidating Statement of Cash Flows
Three Months Ended December 31, 2011

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

$ 217 % 82 % 1t (119
— (8.2) (0.3 (8.2

— 0.1 — 0.1
— (8.0 0.3 (8.2

— 0.€ — 0.€

— 0.1 — 0.1
2.7 — — — 2.9

2.7) 0.7 — — (2.0

— — 04 — 04

(24.4) 1.C 1.8 — (21.6)

35.7 3.2 28.7 — 61.z

$ 11: % 22 $ 30 $ — 39.€
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Mueller Water Products, Inc. and Subsidiaries
Consolidating Statement of Cash Flows
Three Months Ended December 31, 2010

Operating activities:
Net cash provided by (used in) operating activities $

Investing activities:
Capital expenditures
Acquisitions
Proceeds from sales of assets

Net cash used in investing activities

Financing activities:
Decrease in outstanding checks
Debt borrowings
Common stock issued
Payment of deferred financing fees
Dividends paid

Net cash used in financing activities

Effect of currency exchange rate changes on cash

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period $

Non-
Guarantor guarantor
Issuer companies companies Eliminations Total

(in millions)
28§ 16.1 13.9 $ $ 5.2
(0.9 (5.9 (0.2 (6.4
— (7.€ — (7.9
— 0.€ — 0.€
(0.4 (13.2) (0.7 (13.%)
= (1.9 = (1.4
0.2 — — 0.2
0.1 — — 0.1
0.3 — — 0.3
2.7) = = (2.7)
2.7 1.4 — 4.7
— — 0.8 0.8
(0.6) 1.t (12.7) (119
50.€ 1.9 34.¢ 83.7
50z $ (0.9 221 % $ 71.€
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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 unaudited condensed consolidated firdrstatements and notes thereto that appear disesvin this report. This
report contains certain statements that may be @eefforward-looking statementsivithin the meaning the Private Securities LitigatiReform Act of 1995. All statements that adc
activities, events or developments that the Comipangnagement intends, expects, plans, projedisybe or anticipates will or may occur in the figware forward-looking
statements. Examples of forward-looking statemiantade, but are not limited to, statements we nragarding general trends in residential housingswuction, spending by
municipalities on water infrastructure, raw matdrasts and our sales pricing. Forward-looking staents are based on certain assumptions and assessmade by management in
light of their experience and their perception @ftbrical trends, current conditions and expectetlife developments. Actual results and the timingvents may differ materially from
those contemplated by the forwdobking statements due to a number of factorsyitioly regional, national or global political, ecomic, business, competitive, market and regule
conditions and the following:

« the spending level for water and wastewater infrattre;

« the level of manufacturing and construction acgiv

« our ability to service our debt obligations; a

« the other factors that are described in the secéntitled “RISK FACTORS” in Item 1A. of annual repon Form 10-K for the year ended September 3Q,120Annual
Report") .

Undue reliance should not be placed on any forwaaking statements. The Company does not havengémtion or obligation to update forward-lookingsments, except as
required by law.

Overview
Organization

On October 3, 2005, Walter Energy acquired alltaniding shares of capital stock representing thelluCo. and Anvil businesses and contributed theits U.S. Pipe business
to form the Company. In June 2006, we completehiéial public offering of 28,750,000 shares of BerA common stock and in December 2006, Walterdsndistributed to its
shareholders all of its equity interests in the @any, consisting of all of the Company's outstagdinares of Series B common stock. On January@®®, 2ach share of Series B
common stock was converted into one share of SAra@ammon stock.

Unless the context indicates otherwise, wheneverefer to a particular year, we mean the fiscal yemled or ending September 30 in that particudbendar year. We manage ¢
businesses and report operations through threedmssssegments: Mueller Co., U.S. Pipe and Anvigebdargely on the products sold and the custosexed.

Business

Most of the net sales of Mueller Co. and U.S. Rigefor water infrastructure related directly tomuipal spending and residential construction distiv the United States.
December single family housing starts were at thigihest level since April 2010. Anvil sells prinigrto non-residential construction businessehim Wnited States. Independent
forecasts of non-residential construction activityicate calendar 2012 will be similar to caleng@t 1.

Spending on water infrastructure by municipalitiebased on the condition of their infrastructurstems and their access to funding. Funding gdgeraies from their overall
fiscal condition, the availability of additionalmigal from the issuance of debt, higher tax rateimareased water rates. Municipalities may findhiallenging to increase tax or water
rates.

We have experienced raw material cost increasatb s@gments, and we believe these cost increaggparsist through 2012. Mueller Co. experienc@@eancrease in the
average cost of brass ingot purchased and a 9%aiselin the average cost per ton of scrap steehased in the first quarter of 2012 compared tgtiw year period. U.S. Pipe's
average scrap iron cost per ton purchased in ttstegfiarter of 2012 was 17% higher compared tgtloe year period.

We have increased sales prices to offset thesérmetses, and we anticipate maintaining highar-geeryear prices in 2012. U.S. Pipe experienced a 1I¥ease in the avera
sales price per ton of ductile iron pipe in thetfijuarter of 2012 compared to the prior year geffidueller Co. and Anvil net sales also benefitenhf sales price increases.

U.S. Pipe received a $37 million order from the MélEast during the 2011 fourth quarter. A poriddthat order shipped during the fourth quarte@f1 and the first quarter of
2012. We expect the remainder to ship in the seqoadter of 2012.
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We announced on May 2, 2011 that our board of tirscafter considering many factors, has authdrthe exploration of a variety of alternatives b6. Pipe, including strategic
alternatives such as divestiture, sale of a cdimgpinterest, a joint venture with a third partyather financial or structural alternatives. We araking progress in this process, working
very closely with our financial adviser, Bank of &nita Merrill Lynch. We have been particularly fsed on a potential sale of the business and akelgoengaged in this process. |
decision has been made at this time to enter ilydransaction and there can be no assurancehthaploration of alternatives will result in artsaction or as to the terms, conditions
or timetable of any such transaction. Any evensadé or other transaction involving U.S. Pipe isjsat to the negotiation of a final agreement ameégotiated transaction price could
be below the current carrying value of U.S. Pipeassets. Such a transaction could result irgrétion of a material loss on the disposition o8UPipe.

Results of Operations

Three Months Ended December 31, 2011 Comparedree™onths Ended December 31, 2010

2011
Mueller Co. U.S. Pipe Anvil Corporate Total
(in millions)

Net sales 128.1 96.1 $ 87.c — 311

Gross profit (loss) 28.t 10 $ 24 — 51
Operating expenses:

Selling, general and administrative 23. 6.8 16.5 6.6 53

Restructuring 0.4 0.6 0.1 (0.2) 1

23.¢ 7.8 16.€ 6.5 54

Income (loss) from operations 4.7 88 $ 7.7 (6.5) @

Interest expense, net 15

Loss before income taxes (18

Income tax benefit 6

Net loss (11

2010
Mueller Co. U.S. Pipe Anvil Corporate Total
(in millions)

Net sales 129.¢ 744 % 83.4 — 287

Gross profit (loss) 29.2 249 $ 224 0.4 49
Operating expenses:

Selling, general and administrative 20.4 7.C 15.¢ 8.7 52

Restructuring 0.4 0. 0.€ — 1

20.¢ 7. 16.5 8.7 53

Income (loss) from operations 8.4 (109 $ 5.€ (8.9 4

Interest expense, net 15

Loss before income taxes (20

Income tax benefit 8

Net loss $ (12

Consolidated Analysis

Net sales for the quarter ended December 31, 2@&tgdsed to $311.5 million from $287.6 million tire prior year period. Net sales increased $16li®bmidue to higher pricing
across all three business segments and $7.9 miffibigher shipment volumes.

Gross profit for the quarter ended December 31120dreased to $51.8 million from $49.6 millionthre prior year
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period. Gross profit increased due to $16.2 millibhigher sales pricing and manufacturing and otlest savings of $6.7 million . These factors warbstantially offset by $14.2

million of higher raw material costs, lower prodoctcosts of $3.8 million and $1.3 million due taer shipment volumes. Gross margin was 16.6%sarfitkt quarter of 2012 and
17.2% in the first quarter of 2011.

Selling, general and administrative expenses imti@ter ended December 31, 2011 increased to $&8idn from $52.0 million in the prior year pedgrimarily due to expenses
associated with the further development of our NeweSystems and Echologics businesses.

In the quarter ended December 31, 2011 and 201@eewveded restructuring charges of $1.3 million &hd® million , respectively, related primarily ¢tsing U.S. Pipe's North
Birmingham facility.

Interest expense, net was $15.7 million in the igna@nded December 31, 2011 compared to $15.%milli the prior year period. The components ofregeexpense, net are
detailed below.

Three months ended December 31,

2011 2010

(in millions)
7.375% Senior Subordinated Notes $ 77 $ 7.7
8.75% Senior Unsecured Notes 5.C 5.C
Interest rate swap contracts 1.4 1.¢
ABL Agreement borrowings 0.4 0.4
Deferred financing fees amortization 0.€ 0.€
Other interest expense 0.7 0.4
15.¢ 16.C
Interest income (0.2) (0.2)
$ 157  $ 15.¢

Our income tax benefits for the quarters ended Bées 31, 2011 and 2010 resulted in effective inctemeates of 36.0% and 40.1% , respectively. Tigher rate in the quarter
ended December 31, 2010 was the result of an addItbenefit of about $1.0 million primarily reldtéo adjustments of uncertain tax positions.

Segment Analysis
Mueller Co.

Net sales in the quarter ended December 31, 20dreakeed to $128.1 million from $129.8 millianthe prior year period. Net sales decreased pifyrdue to $4.5 million of lowe
Canadian sales volumes, partially offset by $2 Hianiof higher pricing.

Gross profit in the quarter ended December 31, 2igtteased to $28.5 million from $29.2 million e tprior year period. Gross profit decreased $3litomdue to higher raw
material costs and lower shipment volumes of $2I8om . These factors were offset by $3.4 millidoe to higher net manufacturing and other cosngmvand $2.4 million of higher
sales pricing. Gross margin decreased to 22.2%eimtiarter ended December 31, 2011 compared t&638.8he prior year period.

Selling, general and administrative expenses imtiater ended December 31, 2011 increased to $#Bidn compared to $20.4 million in the prior ygzeriod. The majority of
this increase related to Echologics, acquired ioeb@er 2010, and ongoing investment in Mueller @yst Excluding restructuring charges, income frgerations in the quarter
ended December 31, 2011 was $5.1 million compar&813 million in the prior year period.

U.S. Pipe

Net sales in the quarter ended December 31, 2@tédsed to $96.1 million from $74.4 million in theor year period. Net sales increased $15.1 millae to higher shipment
volumes and $6.6 million of higher pricing.

Gross loss in the quarter ended December 31, 20ffved by $1.4 million to a loss of $1.0 milliaf $2.4 million in the prior year period. Grossddenefited from $6.6

million of higher sales pricing, $1.9 million ofdtier shipment volumes, $0.9 million increased petidn, and $0.7 million in other cost savings. Th&ctors were offset by $8.8
million of higher
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raw material costs. Gross loss margin improved®olin the quarter ended December 31, 2011 fro¥ 3n2the prior year period.

In 2010, we closed U.S. Pipe's manufacturing figdifi North Birmingham, Alabama and recorded resttiting charges of $0.9 million in the quarter eh@®cember 31, 2011 and
$0.9 million in the prior year period. The resturatg charges related primarily to severance fergharter ended December 31, 2011 and to enviraaiigams for the prior year
period.

Excluding restructuring charges, the loss from afiens improved by $1.5 million to $7.9 milliontine quarter ended December 31, 2011 compared 4on§iion in the prior yea
period.

Anvil

Net sales in the quarter ended December 31, 2@téased to $87.3 million from $83.4 million in fheor year period. Net sales increased $7.2 miltiae to higher pricing,
partially offset by $3.2 million due to lower shipmt volumes.

Gross profit in the quarter ended December 31, 2@dreased to $24.3 million from $22.4 million mmetprior year period. Gross profit benefited from2smillion of higher sales
pricing and $2.6 million of manufacturing and otkest savings. These factors were offset primdmyly4.7 million of higher per-unit overhead costie do lower production and $1.9
million of higher raw material costs. Gross mangiss 27.8% in the quarter ended December 31, 20hpa@d to 26.9% in the prior year period.

Excluding restructuring charges, income from openatin the quarter ended December 31, 2011 inecems$7.8 million from $6.5 million in the prioegr period.
Corporate

Selling, general and administrative expenses dsetet $6.6 million in the quarter ended Decemhe£811 from $8.7 million in the prior year peripdmarily due to lower
professional fees and employee-related costs.

Liquidity and Capital Resources

We had cash and cash equivalents of $39.6 miliieh$i14.4 million of additional borrowing capadityder our asset based lending agreement (the “Agleédment”) at
December 31, 2011 .

Cash flows from operating activities are categatipelow.

Three months ended December 31,

2011 2010
(in millions)
Collections from customers $ 334.¢ % 329.¢
Disbursements, other than interest and income taxes (330.9) (305.0
Interest payments, net (16.9) (16.9)
Income tax refunds (payments), net (0.2 3.3
Cash provided by (used in) operating activities $ (119 3 5.2

Collections of receivables were higher during tive¢ months ended December 31, 2011 compared pitteyear period primarily related to the incredset sales in the current
quarter.

Increased disbursements, other than interest aodnia taxes, during the three months ended Dece®ih@011 reflect a planned build-up of inventoryhie current period at
Mueller Co. in advance of an announced price irsgeand general timing differences of disbursemefdsed to the purchase of material, labor andheat.

Capital expenditures were $ 8.2 million during theee months ended December 31, 2011 compare@.tmillion in the prior year period. In the quarémded December 31,
2010, Mueller Co. acquired Echologics, a leak ctéda and pipe condition and diagnostic assessomnpany, for $7.9 million. 2012 capital expenditiege estimated to be between
$35 million and $40 million.

Our U.S. pension plan was 80% funded at Janua2@1l1 (the most recent date this analysis has bedarmed) under the provisions of the Pension Rtime Act. A significant
portion of the assets invested in our defined biepefsion plans is invested in equity securitiege lower our estimated rate of return on thessets, pension expense and required
Company
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contributions to these plans may increase. We otlyrestimate contributing between $20 million &2&2 million to our pension plans during 2012.

We anticipate that our existing cash, cash equiNsland borrowing capacity combined with our expeéaperating cash flows will be sufficient to meet anticipated operating
expenses, capital expenditures, pension contribsigmd debt service obligations as they becoméhdaagh December 31, 2012 . However, our abilityneke these payments will
depend partly upon our future operating performangech will be affected by general economic, fiogh competitive, legislative, regulatory, busisesd other factors beyond our
control.

ABL Agreement

The ABL Agreement consists of a revolving creddility of up to $275 million of revolving credit bmowings, swing line loans and letters of credieTABL Agreement also
permits us to increase the size of the creditifgdily an additional $150 million . We may borrow to $25 million through swing line loans and hayeto $60 million of letters of
credit outstanding.

Borrowings under the ABL Agreement bear interest #ibating rate equal to LIBOR plus a margin ramgfrom 275 to 325 basis points, or a base rateefised in the ABL
Agreement plus a margin ranging from 175 to 225shasints. At December 31, 2011 , the applicabie veas LIBOR plus 300 basis points.

The ABL Agreement terminates in August 2015 and datdtanding borrowings of $34.0 million at DecemBg, 2011 . We pay a commitment fee of 50 basistpdor any
unused borrowing capacity under the ABL Agreem&he borrowing capacity under the ABL Agreementas subject to any financial maintenance covenanksss excess availabili
is less than the greater of $34 million and 12.5%e aggregate commitments under the ABL Agreentextess availability, as reduced by outstandingdwangs, outstanding letters
of credit and accrued fees and expenses of $73li@rmiwas $148.8 million at December 31, 2011t December 31, 2011, our additional borrowing cétpagas $114.4 million .

The ABL Agreement is subject to mandatory prepaymhérotal outstanding borrowings under the ABLrAgment are greater than the aggregate commitraedés the revolvin
credit facility or if we dispose of overdue accaurgceivable in certain circumstances. The borrgwimse under the ABL Agreement is equal to the slifa) 85% of the value of
eligible accounts receivable and (b) the lesséi) &5% of the value of eligible inventory or (Bp% of the net orderly liquidation value of thewlbf eligible inventory, less certain
reserves. Prepayments can be made at any timewjlenalty.

Substantially all of our U.S. subsidiaries are baers under the ABL Agreement and are jointly agnksally liable for any outstanding borrowings. @btigations under the AB
Agreement are secured by a first-priority perfediea on all of our U.S. inventory, accounts reedile, certain cash and other supporting obligations

The ABL Agreement contains customary negative camenand restrictions on our ability to engagepiecified activities, such as:
« limitations on other debt, liens, investments andrgntee:

« restrictions on dividends and redemptions of oyitehstock and prepayments and redemptions of, delt

¢ restrictions on mergers and acquisition, salessé& and transaction with affilial

8.75% Senior Unsecured Notes

We owed $225 million of principal of 8.75% Seniondécured Notes at December 31, 2011 . InteredteoBenior Unsecured Notes is paid semi-annuallyttmgrincipal is due
September 2020. We may redeem up to $22.5 millicgheoSenior Unsecured Notes at a redemption jifid®3% plus accrued and unpaid interest once yeahending September 1,
2012 and 2013. We may also redeem up to $78.8mitif the original issued principal amount of tleni®r Unsecured Notes at a redemption price of7838., plus accrued and
unpaid interest, with the net cash proceeds fraomaiceequity offerings prior to September 2013, vided that at least $146.2 million remains outstagdmmediately after such
redemption. After August 2015, the Senior UnseciNetes may be redeemed at specified redemptioephis accrued and unpaid interest. Upon a “Chah@entrol” @s defined ii
the indenture securing the Senior Unsecured Notesgre required to offer to purchase the outstan8ienior Unsecured Notes at a purchase pricel®61(lus accrued and unpaid
interest. The Senior Unsecured Notes are essgmgiadiranteed by all of our U.S. subsidiaries, lbatsmbordinate to borrowings under the ABL Agreemen
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7.375% Senior Subordinated Notes

We also owed $420 million of principal of 7.375%n&e Subordinated Notes (“Senior Subordinated Npt@sDecember 31, 2011 . Interest on the Senido&linated Notes is
payable semi-annually and the principal is due R@ier. After May 2012, we may redeem any portiothefSenior Subordinated Notes at specified redemptices plus accrued and
unpaid interest. Upon a “Change of Control” (adrtd in the indenture securing the Senior Subotdihlotes), we are required to offer to purchaseptitstanding Senior
Subordinated Notes at 101% , plus accrued and dmpi@rest. The Senior Subordinated Notes are sdduy the guarantees of essentially all of our WuBsidiaries, but are
subordinate to the borrowings under the ABL Agreetaad the Senior Unsecured Notes.

Our corporate credit rating and the credit ratimgdur debt are presented below.

Moody’s Standard & Poor's
December 31, 2011 September 30, 2011 December 31, 2011 September 30, 2(

Corporate credit rating B3 B3 B B
ABL Agreement Not rated Not rated Not rated Not rated
8.75% Senior Unsecured Notes B2 B2 B+ B+
7.375% Senior Subordinated Notes Caa2 Caa2 CCC+ CCC+
Outlook Stable Stable Stable Stable

Off-Balance Sheet Arrangements

We do not have any relationships with unconsolidiatetities or financial partnerships, such as iestidvften referred to as structured finance orispparpose entities, which could
have been established for the purpose of faciligatiff-balance sheet arrangements or other conatigtnarrow or limited purposes. In addition, wernbt have any undisclosed
borrowings or debt or any derivative contracts pthan those described in our Annual Report “Itef Qualitative and Quantitative Disclosure Aboutrkiet Risk”or synthetic lease
Therefore, we are not materially exposed to angrfaing, liquidity, market or credit risk that cowddse if we had engaged in such relationships.

We use letters of credit and surety bonds in tldénary course of business to ensure the performahcentractual obligations. At December 31, 200 ,had $38.6 million of
letters of credit and $44.1 million of surety bormsstanding.

Seasonality

Our business is dependent upon the constructiarstng which is seasonal due to the impact of esdther conditions. Net sales and operating incoave historically been
lowest in the quarterly periods ending Decembear®d March 31 when the northern United States draf @lanada generally face weather conditions fbstrict significant
construction activity.

ITEM 4. CONTROLS AND PROCEDURES
(a) Material Weaknessin Internal Control Over Financial Reporting

As described in Iltem 9A of our Annual Report, olamagement evaluated the effectiveness of our @tteontrol over financial reporting as of SeptemB@r2011 and, based on
this evaluation, identified a material weaknessuininternal control over financial reporting rédtto our period-end consolidating process formeiting certain health and welfare
accrued liability accounts. A material weakness s$gnificant deficiency, as defined in Public Canyp Accounting Oversight Board Auditing Standard Rpor a combination of
significant deficiencies, that results in more tlaamemote likelihood that a material misstatemé@ company’s annual or interim financial statersemould not be prevented or
detected by company personnel in the normal cafrperforming their assigned functions.

This material weakness did not result in any matenisstatement of any issued financial statem@&nising the quarter ended December 31, 2011, wéeimgnted additional
controls and remediated this material weakness.
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(b) Changesin Internal Control over Financial Reporting

Other than those changes required to remediateréwously identified material weakness discusdeal/a, during the quarter ended December 31, 26&te twere no changes in
our internal control over financial reporting tihetve materially affected, or are reasonably likelynaterially affect, our internal control overdincial reporting.

(c) Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduresatetiesigned to ensure that information requivguktdisclosed in the reports we file or submitartie Exchange Act, is
recorded, processed, summarized and reported witaitime periods specified in the rules and foafthe Securities and Exchange Commission andstiat information is
accumulated and communicated to our managemehiding the Chief Executive Officer and the Chiefi&icial Officer as appropriate, to allow timely id&mns regarding required
disclosure.

Our Chief Executive Officer and our Chief Finandfficer have concluded, based on an evaluatidhegffectiveness of our disclosure controls amd@dures (as defined in
Rules 13a-15(e) and 15d-15(e) of the Securitieh&xge Act of 1934, as amended) by our manageméhttive participation of our Chief Executive Officand our Chief Financial
Officer, that the material weakness described alhagsbeen remediated, and such disclosure coamdlprocedures were effective as of the end gpénied covered by this report.

(d) Limitationson Effectiveness of Controls

Our management, including the Chief Executive @ffiand Chief Financial Officer, does not expect tha disclosure controls can prevent all errord alhfraud. A control
system, no matter how well conceived and operai@u provide only reasonable, not absolute, assariduat the objectives of the control system are ietre are inherent limitations
in all control systems, including the realitiestthaigments in decision-making can be faulty, dvat breakdowns can occur because of simple ernmisiake. Additionally, controls
can be circumvented by the individual acts of onmore persons. The design of any system of cangidsb is based in part upon certain assumptiomstabe likelihood of future
events, and, while our disclosure controls andguaces are designed to be effective under circuroetawhere they should reasonably be expectederatepeffectively, there can be
no assurance that any design will succeed in airtyets stated goals under all potential futuredibans. Because of the inherent limitations in @optrol system, misstatements du
error or fraud may occur and not be detected.

PART I OTHER INFORMATION
Iltem 1. Legal Proceedings
Refer to the information provided in Note 11 to tiwes to the condensed consolidated financiarsiants presented in Item 1 of Part | of this report
Item 1A. Risk Factors
In addition to the other information set forth mstreport, you should carefully consider the fagtdiscussed in Part I, “ltem 1A. Risk Factorsbimr Annual Report, each of which
could materially affect our business, financial dition or operating results. These described risksnot the only risks facing us. Additional risited uncertainties not known to us or

that we deem to be immaterial also may materiallyesasely affect our business, financial conditiomperating results.
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Item 2. Unregistered Sales of Equity Securities andse of Proceeds
During the quarter ended December 31, 2011 , wercbpsed shares of our common stock as follows.

Total number of shares Maximum number

purchased as part of shares that may ye

Total number of shares ~ Average price paid per publically announced purchased under -

Period purchased (1) share plans or programs plans or progranm
October 1-31, 2011 1,69( $ 2.6 —
November 1-30, 2011 58,13¢ 2.2¢ —
December 1-31, 2011 54,60¢ 2.1z —
Total 114,43( $ 2.1¢ —

(1) The total number of shares purchased consistisares surrendered to us to pay the tax witligldbligations of employees in connection with Eagsing of restrictions on
restricted stock units.

Item 6. Exhibits

(a) Exhibits

Exhibit No. Document

3.1 Second Restated Certificate of Incorporation of Mmé&Vater Products, Inc. Incorporated by referetacExhibit 3.2 to Mueller Water Products, Inc. Fo8-K
(File no. 333-32892) filed on January 25, 2012.

3.2 Amended and Restated Bylaws of Mueller Water Prtsjuioc. Incorporated by reference to Exhibit & Mueller Water Products, Inc. Form 8-K (File n833
32892) filed on January 25, 2012.

10.3 Mueller Water Products, Inc. Amended and Resta@ ZStock Incentive Plan. Incorporated by referandexhibit A to Mueller Water Products, Inc. Form
DEF 14A (File no. 001-32892) filed on December2@]1.

31.1* Certification of Chief Executive Officpursuant to Section 302 of the Sarbanes-Oxley A2002.

31.2* Certification of Chief Financial Officgursuant to Section 302 of the Sarbanes-Oxley A2002.

32.1* Certification of Chief Executive Officpursuant to Section 906 of the Sarbanes-Oxley A2062.

32.2* Certification of Chief Financial Officgursuant to Section 906 of the Sarbanes-Oxley A2062.

101* The following financial information from the Quarte Report on Form 10-Q for the quarter ended Ddmn31, 2011, formatted in XBRL (Extensible
Business Reporting Language), (i) the Condensed@iolated Balance Sheets, (ii) the Condensed Ciolagetl Statements of Operations, (iii) the Condénse
Consolidated Statements of Stockholders' Equity,tlie Condensed Consolidated Statements of CastsFand (v) the Notes to Condensed Consolidated
Financial Statements.

* Filed with this quarterly report

SIGNATURES

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

MUELLER WATER PRODUCTS, INC.
Date: February 8, 2012 By: /s/ Evan L. Hart
Evan L. Hart
Chief Financial Officer

28



Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT OF 2002

I, Gregory E. Hyland, certify that:

1.
2.

| have reviewed this annual report on FornKi®F Mueller Water Products, In:

Based on my knowledge, this report does notadomny untrue statement of a material fact orténstate a material fact necessary to make #tersents made, in
light of the circumstances under which such statgsneere made, not misleading with respect to gred covered by this report;

Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material respectsfihancial condition,
results of operations and cash flows of the regigtas of, and for, the periods presented in gpsnt;

The registrant’s other certifying officer(s)danare responsible for establishing and maintgimiisclosure controls and procedures (as definékahange Act
Rules 13a-15(e) and 15d-15(e)) and internal cootrel financial reporting (as defined in Exchang® Rules 13a-15(f) and 15d-15(f)) for the registramd have:

a)

b)

©)

d)

Designed such disclosure controls and procsdorecaused such disclosure controls and procedotee designed under our supervision, to enbate t
material information relating to the registranglirding its consolidated subsidiaries, is made kmtowus by others within those entities, partidylduring
the period in which this report is being prepared,;

Designed such internal control over financggdarting, or caused such internal control overrfaial reporting to be designed under our supemjgio
provide reasonable assurance regarding the rétjyabilfinancial reporting and the preparation infaincial statements for external purposes in acoare witt
generally accepted accounting principles;

Evaluated the effectiveness of the registratisslosure controls and procedures and presentnisi report our conclusions about the effectigsnaf the
disclosure controls and procedures, as of the étiteqeriod covered by this report based on sweluation; and

Disclosed in this report any change in thegtegnt's internal control over financial reportitigait occurred during the registrant’'s most recesaf quarter
(the registrant’s fourth fiscal quarter in the cafan annual report) that has materially affecteds reasonably likely to materially affect, tregistrant’s
internal control over financial reporting; and

The registrant’s other certifying officer(s)danhave disclosed, based on our most recent ei@tuaf internal control over financial reportirtg, the registrant’s
auditors and the audit committee of registrantardwf directors (or persons performing the eqerafunctions):

a)

b)

All significant deficiencies and material weakees in the design or operation of internal cbotrer financial reporting which are reasonablelikto
adversely affect the registrant’s ability to reggrtbcess, summarize and report financial inforamtand

Any fraud, whether or not material, that innedvmanagement or other employees who have a simifiole in the registrant’s internal control ofieancial
reporting.

Dated: February 8, 2012

/sl Gregory E. Hyland

Gregory E. Hyland
Chief Executive Officer



Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT OF 2002

I, Evan L. Hart, certify that:

1.
2.

I have reviewed this annual report on FornKi®F Mueller Water Products, In:

Based on my knowledge, this report does notadomny untrue statement of a material fact orténstate a material fact necessary to make #tersents made, in
light of the circumstances under which such statgsneere made, not misleading with respect to gred covered by this report;

Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material respectsfihancial condition,
results of operations and cash flows of the regigtas of, and for, the periods presented in gpsnt;

The registrant’s other certifying officer(s)danare responsible for establishing and maintgimiisclosure controls and procedures (as definékahange Act
Rules 13a-15(e) and 15d-15(e)) and internal cootrel financial reporting (as defined in Exchang® Rules 13a-15(f) and 15d-15(f)) for the registramd have:

a)

b)

©)

d)

Designed such disclosure controls and procsdorecaused such disclosure controls and procedotee designed under our supervision, to enbate t
material information relating to the registranglirding its consolidated subsidiaries, is made kmtowus by others within those entities, partidylduring
the period in which this report is being prepared,;

Designed such internal control over financggdarting, or caused such internal control overrfaial reporting to be designed under our supemjgio
provide reasonable assurance regarding the rétjyabilfinancial reporting and the preparation infaincial statements for external purposes in acoare witt
generally accepted accounting principles;

Evaluated the effectiveness of the registratisslosure controls and procedures and presentnisi report our conclusions about the effectigsnaf the
disclosure controls and procedures, as of the étiteqeriod covered by this report based on sweluation; and

Disclosed in this report any change in thegtegnt's internal control over financial reportitigait occurred during the registrant’'s most recesaf quarter
(the registrant’s fourth fiscal quarter in the cafan annual report) that has materially affecteds reasonably likely to materially affect, tregistrant’s
internal control over financial reporting; and

The registrant’s other certifying officer(s)danhave disclosed, based on our most recent ei@tuaf internal control over financial reportirtg, the registrant’s
auditors and the audit committee of registrantardwf directors (or persons performing the eqerafunctions):

a)

b)

All significant deficiencies and material weakees in the design or operation of internal cbotrer financial reporting which are reasonablelikto
adversely affect the registrant’s ability to reggrtbcess, summarize and report financial inforamtand

Any fraud, whether or not material, that innedvmanagement or other employees who have a simifiole in the registrant’s internal control ofieancial
reporting.

Dated: February 8, 2012

/sl Evan L. Hart

Evan L. Hart,

Senior Vice President
and Chief Financial Officer



Exhibit 32.1

CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT OF 2002
(18 U.S.C. SECTION 1350)

In connection with the accompanying annuabrepn Form 10-K of Mueller Water Products, Inigt‘Company”) for the fiscal year ended December2®11 (the “Report”), I,
Gregory E. Hyland, Chief Executive Officer of ther@pany, certify, pursuant to 18 U.S.C. §1350, aptetl pursuant to 8906 of the Sarbanes-Oxley ARDOR, that:

(1) The Report fully complies with the requirementsSettion 13(a) or 15(d) of the Securities ExchangeoA 1934; an
(2) The information contained in the Report fairly mets, in all material respects, the financial ctiodiand results of operations of the Comp

Dated: February 8, 2012

/sl Gregory E. Hyland

Gregory E. Hyland,
Chief Executive Officer



Exhibit 32.2

CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT OF 2002
(18 U.S.C. SECTION 1350)

In connection with the accompanying annual reporEorm 10-K of Mueller Water Products, Inc. (theof@pany”) for the fiscal year ended December 3112@1e “Report”), I,
Evan L. Hart, Senior Vice President and Chief FaianOfficer of the Company, certify, pursuant ®.S.C. §1350, as adopted pursuant to §906 db#neanes-Oxley Act of 2002,
that:

(1) The Report fully complies with the requirementsSettion 13(a) or 15(d) of the Securities ExchangeoA 1934; an
(2) The information contained in the Report fairly mess, in all material respects, the financial ctadiand results of operations of the Comp

Dated: February 8, 2012

/sl Evan L. Hart

Evan L. Hart,

Senior Vice President
and Chief Financial Officer



