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PART | FINANCIAL INFORMATION

Item 1. Financial Statement:

MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES

Assets:

Cash and cash equivalents

Receivables, net

Inventories

Deferred income taxes

Other current assets

Current assets held for sale
Total current assets

Property, plant and equipment, net

Identifiable intangible assets

Other noncurrent assets

Noncurrent assets held for sale
Total assets

Liabilities and stockholders’ equity:
Current portion of long-term debt
Accounts payable
Other current liabilities
Current liabilities held for sale

Total current liabilities
Long-term debt
Deferred income taxes
Other noncurrent liabilities
Total liabilities

CONDENSED CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

Commitments and contingencies (Note 12)

Common stock:

Series A common stock: 600,000,000 shares authbhti%6,800,818 and 155,793,612 shares

outstanding at June 30, 2012 and September 30, 28ddectively

Additional paid-in capital
Accumulated deficit

Accumulated other comprehensive loss

Total stockholders’ equity

Total liabilities and stockholders’ equity

June 30, September 30,
2012 2011

(in millions)

537 % 61.C
156.5 147 .2
196.¢ 175.¢

21k 28.7
49.2 43.¢

— 142.(
477.¢ 598.¢
140.t 145.7
580.¢ 602.¢

33.1 30.4

— 107.7

1,231.¢ $ 1,485.(

12 % 0.9

74.¢ 59.1

72.€ 77.€

— 56.¢
148.¢ 194.¢
621.F 677.

135.¢ 154.2

60.C 79.€
965.¢ 1,106.(

1.€ 1.6

1,588.¢ 1,593.:
(1,273.9 (1,161.9

(51.0) (54.2)

265.¢ 379.(
1,231.¢ $ 1,485.(

The accompanying notes are an integral part oftinelensed consolidated financial statements.
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MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net sales
Cost of sales
Gross profit
Operating expenses:
Selling, general and administrative
Restructuring
Total operating expenses
Operating income
Interest expense, net
Loss on early extinguishment of debt
Income (loss) before income taxes
Income tax expense (benefit)
Income (loss) from continuing operations
Income (loss) from discontinued operations, netgf
Net income (loss)

Other comprehensive income (loss):
Natural gas hedges
Income tax effects
Interest rate swap contracts
Income tax effects
Foreign currency translation
Minimum pension liability
Income tax effects
Other

Comprehensive income (loss)

Net income (loss) per basic share:
Continuing operations
Discontinued operations

Net income (loss) per basic share

Net income (loss) per diluted share:
Continuing operations
Discontinued operations
Net income (loss) per diluted share

Weighted average shares outstanding:
Basic
Diluted

(UNAUDITED)

Three months ended

Nine months ended

June 30, June 30,
2012 2011 2012 2011
(in millions, except per share amounts)

$ 275.¢ % 259.¢ % 742.¢ 3 708.:
196.: 186.f 548.: 525.1
79.€ 73.1 194t 183.2
53.2 48.1 150.3 140.:
0.7 0.2 2.0 24
53.¢ 48. 152.¢ 1425
25.1 24.1 42.2 40.5
14.¢ 16.¢ 46.1 49.C
1t — 15 —
9.3 7.8 (5.9) (8.5)
34 1.C 4.1 4.9
5.9 6.9 (9.5 4.2
3.6 (9.6) (102.9) (24.9)
9.8 (2.7 (111.9) (28.5)
0.2 — — —
(0.7) — — —
1.3 21 4.3 6.C
(0.5) (0.8) (2.7 (2.9
(1.€) (0.3) 0.4 3.1
(1.0 0.2 0.3 34.7
0.2 (0.9 (0.2 (13.7)
— — (0.9
(1.4) 1.2 3.1 27.t
$ 84 ¢ a5 $ (108.¢) $ (2.0
$ 0.0¢4 0.0¢ (0.06) $ (0.09)
0.0z (0.0¢) (0.6¢) (0.1%)
$ 0.0e $ 0.02) % 0.72) $ (0.1¢)
$ 0.0¢ ¢ 0.0¢ $ (0.0¢) (0.09)
0.0z (0.0¢) (0.6€) (0.1%)
$ 0.0¢ $ 0.02) ¢ (0.72) $ (0.1¢)
156.7 155.f 156.¢ 155.2
158.( 156.€ 156.4 155.2




Dividends declared per share $ 0.017¢ $ 0.0178 $ 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 CASH FLOWS
(UNAUDITED)

Nine months ended

June 30,
2012 2011
(in millions)
Operating activities:
Net loss $ (1119 $ (28.5)
Adjustments to reconcile net loss to net cash piexviby (used in) operating activities:
Loss from discontinued operations 102.¢ 24.:
Loss from continuing operations (9.5 (4.2
Depreciation 23.2 255
Amortization 22.C 21.¢
Loss on early extinguishment of debt 1.5 —
Stock-based compensation 3.8 4.9
Deferred income taxes 12.€ (14.5)
Retirement plans 4.1 6.2
Interest rate swap contracts 4.3 6.0
Other, net 2.1 15
Changes in assets and liabilities, net of acquoisiti
Receivables (9.2 (18.0
Inventories (21.0 7.2
Other assets (0.7 (2.0
Liabilities (9.0 (34.5)
Net cash provided by (used in) operating activitiesn continuing operations 24.t (0.2
Investing activities:
Capital expenditures (19.5) (15.9
Acquisitions 0.5 (7.9
Proceeds from sales of assets 0.4 11
Net cash used in investing activities from contirguoperations (18.6) (22.7)
Financing activities:
Debt borrowings 0.4 0.5
Debt payments (57.2) —
Common stock issued 0.3 —
Deferred financing fees paid — (0.9
Dividends paid (8.2 (8.2
Other 0.3 0.6
Net cash used in financing activities from contirgioperations (64.4) (7.9
Net cash flows from discontinued operations:
Operating activities (36.6) (3.0
Investing activities 87.4 (6.2)
Net cash provided by (used in) discargithoperations 50.¢ (9.2)
Effect of currency exchange rate changes on cash 0.4 11
Net change in cash and cash equivalents (7.9 (38.9)
Cash and cash equivalents at beginning of period 61.C 84.C

Cash and cash equivalents at end of period $ 53.7 $ 45.7




The accompanying notes are an integral part oftinelensed consolidated financial statements.
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MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS' E QUITY
NINE MONTHS ENDED JUNE 30, 2012
(UNAUDITED)

Accumulated

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

Balance at September 30, 2011 $ 1€ $ 1,593.. $ (1,161 $ (54.2) $ 379.(
Net loss — — (1119 — (111.9)
Dividends declared — (8.2 — — (8.2
Stock-based compensation — 3.6 — — 3.6
Stock issued under stock

compensation plans — 0.3 — — 0.3
Derivative instruments — — — 2.€ 2.6
Foreign currency translation — — — 0.4 0.4
Minimum pension liability — — — 0.1 0.1
Balance at June 30, 2012 $ 1€ $ 1,588.¢ $ (1,273.9 $ (51.7) $ 265.¢

The accompanying notes are an integral part ofdnelensed consolidated financial statements.
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MUELLER WATER PRODUCTS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

Note 1. Organization

Mueller Water Products, Inc., a Delaware corporgtiogether with its consolidated subsidiaries raf@s in two business segments:
Mueller Co. and Anvil. Mueller Co. manufactureswesd for water and gas systems, including buttenity) gate, tapping, check, plug and ball
valves, as well as dry-barrel and wet-barrel fiydrants and a broad range of metering, leak deteetid pipe condition assessment products
for the water infrastructure industry. Anvil manctiares and sources a broad range of products dimgjwa variety of fittings, couplings,
hangers, nipples and related products. The “Compéamg,” “us” or “our” refer to Mueller Water Produts, Inc. and its subsidiaries or their
management. With regard to the Company's segnigvds’, “us” or “our” may also refer to the segmerdibg discussed or its management.

On April 1, 2012 , we sold the businesses compgisir former U.S. Pipe segment. U.S. Pipe's restilbperations have been reclassified
as discontinued operations, and its assets anititiexbreclassified as held for sale, for all prieriods presented.

Our consolidated financial statements are preparednformity with accounting principles generadlgcepted in the United States of
America ("GAAP"), which require us to make certastimates and assumptions that affect the reparterlints of assets, liabilities, sales and
expenses and the disclosure of contingent assetadilities for the reporting periods. Actual udts could differ from those estimates. Al
significant intercompany balances and transacti@ve been eliminated. In our opinion, all normal ascurring adjustments that we consider
necessary for a fair financial statement presenmidiave been made. Certain reclassifications haga lmade to previously reported amounts to
conform to the current presentation. The condensedolidated balance sheet data at September B0,v28s derived from audited financial
statements, but does not include all disclosurgsired by GAAP.

Unless the context indicates otherwise, wheneverefes to a particular year, we mean the fiscal yealed or ending September 30 in
particular calendar year.

Note 2. Acquisition

On December 14, 2010, we acquired Echologics Eerging Inc., a leak detection and pipe conditioreassient company headquartere
Toronto, Canada, for $7.9 million in cash, whichlided $1.5 million placed in escrow related prityao sale contingencies. During the
quarter ended December 31, 2011 , we resolved fothese contingencies in our favor and reducegthehase price by $0.5 million , which
reduced the associated goodwill balance to zemrin® the quarter ended March 31, 2012, we rele&6egimillion from escrow to the sellers.
In July 2012 , we released the final $0.5 milliorttie sellers. We have included the operating tesiilthis business in Mueller Co.'s results
effective December 14, 2010. The final allocatiéthe purchase price of the related assets anilitiedis presented below, in millions.

Assets:
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 (0.9

$ 7.4

Identifiable intangible assets consist of trade esuand trademarks of $0.6 million that have indifinseful lives and technology of $6.7
million that has an estimated useful life of 15ngea

Goodwill of $0.5 million was included in other nameent assets at September 30, 2011 .
Note 3. Discontinued Operations and Assets Held for Sg

On April 1, 2012 , we sold the businesses compgisur former U.S. Pipe segment and received praceefio4.0 million in cash, subject
to adjustments, and the agreement by the purchaseimburse us for expenditures to settle cepa@viously-existing liabilities estimated at
$10.1 million at March 31, 2012. We believe theme et additional purchase price
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adjustments related to net working capital that i@ncrease the purchase price by $9.2 million weleer, the purchaser has claimed net
purchase price adjustments related to net workamital that would reduce the purchase price by 88llion . This dispute will be resolved by
an independent auditor who has been selected Ipattties, and we cannot make a reliable estimatehat the resolution may be. The
resolution of this purchase price adjustment dispuitl result in an adjustment to our recorded losssale of discontinued operations.

There were no assets or liabilities held for salduae 30, 2012 . The table below presents the onerds of the balance sheet accounts
classified as assets and liabilities held for sal8eptember 30, 2011 , in millions.

Assets:
Cash $ 0.2
Receivables, net 73.L
Inventories 61.€
Other current assets 6.€
Total current assets held for sale $ 142.C
Property, plant and equipment, net $ 98.1
Identifiable intangible assets 8.t
Other noncurrent assets 1.1
Total noncurrent assets held for sale $ 107.7
Liabilities:
Accounts payable $ 48.t
Other current liabilities 8.4
Total current liabilities held for sale $ 56.¢

The table below represents a summary of the opgragisults for the U.S. Pipe discontinued operatidimese operating results do not
reflect what they would have been had U.S. Pipebreh classified as discontinued operations.

Three months ended Nine months ended
June 30, June 30,
2012 2011 2012 2011
(in millions)

Net sales $ — $ 107.1  $ 197.C $ 257.¢
Cost of sales — 109.¢ 197.¢ 270.€
Gross loss — (2.9 (0.9 (13.9)
Operating expenses (benefits) (1.9 8.C 8.9 24.5
Operating income (loss) 1.8 (10.§) (9.9 (37.¢)
Interest expense — — 0.3 —
Loss on sale of discontinued operations 2.2 — 118.7 —
Income tax benefit 4.9 (1.9 (26.9 (13.5)
Income (loss) from discontinued operations, nearf $ 3¢ $ (96 $ (10249 $ (24.9)

Note 4. Income Taxe:

After including the tax effect of the loss on tledesof U.S. Pipe, our deferred tax liabilities arsufficient to fully support our deferred tax
assets, which include net operating loss carryfaitaia Accordingly, we recorded income tax expensestablish valuation allowances related
to deferred tax assets during the quarter endedhviét, 2012 . GAAP requires us to allocate a portibthe valuation allowance charge
relating to deferred tax assets at September 3, 0continuing operations. Our net operating karryforwards remain available to offset
future taxable earnings.
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The components of income tax expense (benefitpareded below.

Three months ended Nine months ended
June 30, 2012 June 30, 2012
Continuing Discontinued Continuing Discontinued
operations operations operations operations
(in millions)
Expense (benefit) from operations $ 38 ¢ 0.) % 24 $ (50.7)
Valuation allowance-related expense (benefit) — (4.2 5.¢ 24.%
Other discrete items (0.9 — 0.€ —
Income tax expense (benefit) $ 34§ (49 % 41 $ (26.9)

At June 30, 2012 and September 30, 2011 , the giaiskties for unrecognized income tax benefitsres $4.9 million and $7.8 million ,
respectively. The decrease is primarily relatethéosettlement of state audits and the expiratfdhestatute of limitations on a foreign issue.

We recognize interest related to uncertain incamepbsitions as interest expense and would recegmy penalties that may be incurred
as selling, general and administrative expensduAge 30, 2012 and September 30, 2011 , we haddllidén and $1.8 million, respectively, ¢
accrued interest expense related to uncertaindsitigns.

Generally, our state income tax returns are clésegears prior to 2007 and our Canadian incomeeaxns are closed for years prior to
2005. We concluded an audit by the Internal Reve&eregice (the "IRS") for the years 2007 through@@/4th no adverse changes. We are also
under audit by several states at various levetoofpletion. We do not have any material unpaidssssents.

Note 5. Borrowing Arrangements

The components of long-term debt are presentedwbelo

June 30, September 30,

2012 2011

(in millions)

ABL Agreement $ — 3 34.(
8.75% Senior Unsecured Notes 199.¢ 221.%
7.375% Senior Subordinated Notes 420.( 420.(
Other 3.C 2.€
622.¢ 678.:
Less current portion 1.3 (0.9
Long-term debt $ 621.f § 677.4

ABL AgreementAt June 30, 2012 , our asset based lending agneie(tine “ABL Agreement”) consisted of a revolviogedit facility for
up to $275 millionof revolving credit borrowings, swing line loansddetters of credit. The ABL Agreement also permigsto increase the si
of the credit facility by an additional $150 miltian certain circumstances subject to adequateotimg base availability. We may borrow up
to $25 million through swing line loans and may &ayp to $60 million of letters of credit outstarglin

Borrowings under the ABL Agreement bear interest fibating rate equal to LIBOR plus a margin rawgirom 275 to 32Basis points, ¢
a base rate, as defined in the ABL Agreement, @losargin ranging from 175 to 225 basis points.uktel30, 2012 , the applicable rates were
LIBOR plus 300 basis points and the base rate 20@sbasis points.

The ABL Agreement terminates in August 2015 . We paommitment fee of 50 basis points for any udus&rowing capacity and our
obligations are secured by a first-priority peréettien on all of our U.S. receivables and invepteertain cash and other supporting
obligations. Borrowings are not subject to any fficial maintenance covenants unless excess aviilabiless than the greater of $34 million
and 12.5% of the aggregate commitments under the Ageement. As measured using June 30, 2012 datess availability as reduced by
outstanding letters of credit and accrued feeseapanses of $37.9 million was $141.3 million and loerrowing capacity was also $141.3
million .

8.75% Senior Unsecured Notdhe 8.75% Senior Unsecured Notes (the “Senior UmreelcNotes”) mature in September 2020 and bear
interest at 8.75% , paid semi-annually. Based ategumarket prices, the outstanding Senior
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Unsecured Notes had a fair value of $226.3 milabdune 30, 2012 .

On May 18, 2012, we redeemed $22.5 million aggeepencipal amount for $23.2 million , plus accruetkrest, and recorded a loss on
early extinguishment of debt of $1.5 million . Wayredeem up to $22.5 million aggregate principabant of the Senior Unsecured Notes at
a redemption price of 103% plus accrued and unipédest once in the year ending September 1, 20E3may also redeem up to $78.8
million aggregate principal amount of the SenioisEecured Notes at a redemption price of 108.75%s, @tcrued and unpaid interest, with the
net cash proceeds from certain equity offeringsrgn September 2013, provided that at least $14@Ibn aggregate principal amount
remains outstanding immediately after such redesmpthfter August 2015, we may redeem the Senioreldased Notes at specified
redemption prices plus accrued and unpaid intetgsin a Change of Control (as defined in the ingdlensecuring the Senior Unsecured
Notes), we are required to offer to purchase thstanding Senior Unsecured Notes at a purchase pf101% plus accrued and unpaid
interest. The Senior Unsecured Notes are subosdtodiorrowings under the ABL Agreement.

The indenture securing the Senior Unsecured Nategins customary covenants and events of defaaltiding covenants that limit our
ability to incur debt, pay dividends and make inients. Substantially all of our U.S. subsidiagesrantee the Senior Unsecured Notes. We
believe we were compliant with these covenantsiia¢ B0, 2012 and expect to remain in complianaautitr June 30, 2013 .

7.375% Senior Subordinated Not&be 7.375% Senior Subordinated Notes (the “Senitwo&linated Notes”) mature in June 2017 and
bear interest at 7.375% , paid semi-annually. Baseguoted market prices, the outstanding Seniboflinated Notes had a fair value of
$420.0 million at June 30, 2012 .

We may redeem any portion of the Senior Subordihbligtes at specified redemption prices plus accametunpaid interest, subject to
limitations under our ABL agreement and the indemtelated to our Senior Unsecured Notes. Uponan@é of Control (as defined in the
indenture securing the Senior Subordinated Notesyre required to offer to purchase the outstan8enior Subordinated Notes at a purchase
price of 101% , plus accrued and unpaid interdse. $Senior Subordinated Notes are subordinate toworgs under the ABL Agreement and
the Senior Unsecured Notes.

The indenture securing the Senior Subordinated \atatains customary covenants and events of defiaciliding covenants that limit
our ability to incur debt, pay dividends and matesistments. Substantially all of our U.S. subsidg&aguarantee the Senior Subordinated N
We believe we were compliant with these covenanisiiae 30, 2012 and expect to remain in complidmeeigh June 30, 2013 .

Note 6. Derivative Financial Instruments

Our business operations expose us to commoditg pisk, which we managed to some extent using dtvi¥ instruments. We entered i
natural gas swap contracts to manage the pricasis@ciated with future purchases of natural ged iuscertain of U.S. Pipe's manufacturing
processes. We terminated all remaining naturabgeps in the quarter ended June 30, 2012 . Weudsmckinterest rate swap contracts to
manage interest rate risk associated with our bkrieate borrowings in the past, but no such cetdrhave been outstanding since prior to
September 30, 2010.

We designated our natural gas swap contracts aewkgt rate swap contracts as cash flow hedgesrgfuochases of natural gas and fu
interest payments, respectively. As a result, éoetktent the hedges were effective, the changiifair value of these contracts prior to
settlement were reported as a component of othapizhensive loss and reclassified into earningksermperiods during which the hedged
transactions affected earnings. Gains and lossésose contracts representing either hedge inéfezwss or hedge components excluded
the assessment of effectiveness were recognizearitings as they occur.

Our derivative contracts were recorded at fair galsing publicly observable data such as marketalagas prices and market interest
rates. We did not have any derivative contractstantling at June 30, 2012.
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The effects of our natural gas swap contracts erctimsolidated statements of operations are pedéeiow, net of tax.

Three months ended Nine months ended
June 30, June 30,
2012 2011 2012 2011
(in millions)
Gain (loss) recognized in other comprehensive ire@oss) $ 05 $ 0.1) $ — $ (0.3
Gain (loss) reclassified from accumulated other p@hensive loss into
income (0.2 0.1 — 0.1
Ineffectiveness loss recognized in income — (0.2 — (0.2

Interest Rate Swap Contracts.the quarters ended June 30, 2012 and 2011 eel&ssified $1.3 million and $2.1 million , respeely,
related to previously terminated interest rate se@gracts to interest expense from accumulateer @bmprehensive loss. In the nine months
ended June 30, 2012 and 2011 , we reclassifiedrdliBn and $6.0 million , respectively, relatemlgreviously terminated interest rate swap
contracts to interest expense from accumulated atreprehensive loss. The unamortized portion remgiin accumulated other
comprehensive loss was $0.4 million , net of taxjuse 30, 2012 , and the pre-tax component idstbe to be amortized to interest expense
through September 30, 2012 .

Note 7. Retirement Plans

The components of net periodic benefit cost alledab continuing operations for defined benefitgden plans are as follows.

Three months ended Nine months ended
June 30, June 30,
2012 2011 2012 2011
(in millions)

Service cost $ 07 $ 023 % 13 $ 0.8
Interest cost 7.5 2.3 12.7 7.€
Expected return on plan assets (7.7) (2.6) (23.5) (8.9
Amortization of prior service cost 0.2 0.1 0.4 0.3
Amortization of actuarial net loss 0.2 0.€ 1.8 2.2
Loss due to settlement or curtailment — — — 0.7
Net periodic benefit cost $ 08 § 07  $ 27§ 3.2

The amortization of unrecognized prior service @vst of actuarial losses, net of tax, are recoedecbmponents of accumulated other
comprehensive loss.

During the nine months ended June 30, 2012 , waibated $12.7 million to our defined benefit parsplans. We expect to contribute a
total of $20 million to $22 million to our pensi@hans during 2012 .

On April 1, 2012, we changed certain provisionswf pension and postretirement benefit plans affgdi.S. Pipe participants in these
plans. These changes vested all accumulated pepsiwiits and then froze the plan such that notiaddil pension benefits would accumulate.
Postretirement medical benefits will substantiaiyase on December 31, 2012. As a result of theséspn changes, we remeasured the
funded status of our U.S. pension plan and ourrgibstretirement benefit plans in the quarter enhiege 30, 2012 . We recorded a pension
curtailment expense of $0.2 million and an othestpiirement benefit plan curtailment gain of $&ilion , which are included in net income
(loss) from discontinued operations for the thnee aine months ended June 30, 2012 .
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The assets of the defined benefit pension pladaret 30, 2012 and September 30, 2011 , by levelmitihe fair value hierarchy, are

presented below.

June 30, 2012

Level 1 Level 2 Level 3 Total
(in millions)

Equity funds:
International funds $ — 3 212 $ — 3 21.2
Large cap growth funds — 7.0 — 7.C
Large cap value funds — 36.2 — 36.8
Midcap index funds — 4.9 — 4.¢
Smallcap index funds — 29.€ — 29.€
Mutual funds 116.7 — 116.7
Total equity funds 116.5 99.1 — 215.¢
Bond funds — 144t — 144t
Cash 0.2 4.3 4.t
Other — — 1.5 1.t
Total $ 116.¢ $ 247.¢ % 15 $ 366.:

September 30, 2011
Level 1 Level 2 Level 3 Total
(in millions)

Equity funds:
Large cap growth funds $ — % 75 % —  $ 7.t
Large cap value funds — 7.3 — 7.3
Midcap index funds — 2.2 — 2.2
Mutual funds 137.1 — — 137.1
Total equity funds 137.1 17.C — 154.1
Bond funds — 172.% — 172.7
Cash 0.2 3.3 — 3.t
Other — — 1.5 1.t
Total $ 1371 $ 193.C $ 15 $ 331.¢

Note 8. Stock-based Compensation Plar

During the quarter ended December 31, 2011 , thegaoy adopted the Mueller Water Products, Inc. RimarPlan (the "Phantom Plan").
Phantom Plan awards entitle a recipient to a cagmpnt equal to the number of awards vesting migty the closing price per share of our
common stock on the vesting date. Awards genevally in thirds on successive anniversaries of thatglate. Compensation expense for
Phantom Plan awards is charged against incometieeresting period, based on the closing stocleteach balance sheet date until vested.
Outstanding Phantom Plan awards had a fair val$3 @6 per instrument and a total fair value oR$tillion at June 30, 2012 .

We recorded stock-based compensation expense4fiillion and $4.2 million during the three and eimonths ended June 30, 2012 ,
respectively, and $0.8 million and $4.3 million ithgr the three and nine months ended June 30, 2@kpectively. At June 30, 2012here wa
approximately $4.3 million of unrecognized compéimsaexpense related to stock-based awards.

Because the effect of including normally dilutivexarities in the earnings per share calculationlevhave been antidilutive in loss
periods, we excluded all stock-based compensatstniiments from the calculations of diluted earsipgr share in such periods. We excluded
5.0 million and 6.0 million of such instrumentsrndahe calculation of diluted earnings per sharetierthree months ended June 30, 2012 and
2011 , respectively, because the impact of inclgidirem would have been antidilutive.
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We granted equity awards under our Mueller Watedgets, Inc. Amended and Restated 2006 Stock liveeRtan, Mueller Water
Products, Inc. 2006 Employee Stock Purchase PldriPhantom Plan during the nine months ended Jun203@ as follows.

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

(in millions, except per instrument value)

Quarter ended December 31, 2011:

Restricted stock units 12 % 204 % 2.4

Non-qualified stock options 0.€ 1.2 0.7

Employee stock purchase plan instruments 0.1 1.9¢ 0.3

Phantom Plan awards 0.4 2.0c 0.7
Quarter ended March 31, 2012:

Restricted stock units 0.1 2.7¢ 0.4

Non-qualified stock options 0.1 1.67 0.1

Employee stock purchase plan instruments 0.1 2.14 0.2
Quarter ended June 30, 2012:

Restricted stock units 0.1 3.4¢€ 0.3

Non-qualified stock options — —

Employee stock purchase plan instruments 0.1 2.94 0.3

$ 54
Note 9. Accumulated Other Comprehensive Los

Accumulated other comprehensive loss is presergkhvb

June 30, September 30,
2012 2011
(in millions)
Net unrecognized loss on derivatives $ 0.9 $ 3.0
Foreign currency translation 6.7 6.3
Minimum pension liability (57.9 (57.5)
$ (51.)) $ (54.2)
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Note 10. Supplemental Balance Sheet Informatio

Selected supplemental balance sheet informatipressented below.

June 30, September 30,
2012 2011
(in millions)
Inventories:
Raw materials and purchased parts $ 745 $ 56.2
Work in process 28.¢ 34.¢
Finished goods 93.t 84.¢
$ 196.¢ $ 175.¢
Other current assets:
Prepaid income taxes $ 13.¢ $ 12.¢
Maintenance and repair tooling 23.7 24.2
Other 11.7 7.C
$ 49z % 43.¢
Property, plant and equipment:
Land $ 12: % 13.t
Buildings 70.4 70.2
Machinery and equipment 284.( 273.1
Construction in progress 12.€ 10.4
379.: 367.2
Accumulated depreciation and amortization (238.9) (221.5)
$ 1405 $ 145.7
Other current liabilities:
Compensation and benefits $ 34.€ % 31.€
Customer rebates 10.¢ 13.2
Interest 8.9 13.C
Taxes other than income taxes 3.7 3.3
Warranty 15 2.C
Severance 0.6 1.t
Income taxes 1.6 1.6
Restructuring 1.2 1.4
Environmental 0.3 0.2
Other 9.4 9.t
$ 72€ $ 77.€
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Note 11. Segment Information

Summarized financial information for our segmestpriesented below.

Three months ended Nine months ended
June 30, June 30,
2012 2011 2012 2011
(in millions)
Net sales, excluding intersegment sales:
Mueller Co. $ 182.¢ $ 165.& % 4652 $ 444.F
Anvil 93.c 93.¢ 277.¢ 263.¢

$ 275.¢ $ 259.¢ $ 742.¢ % 708.%

Intersegment sales:

Mueller Co. $ 15 $ 21 % 53 $ 6.7
Anvil 0.1 — 0.1 0.1
$ 16 $ 21  $ 54 $ 6.8

Operating income (loss):
Mueller Co. $ 23¢ % 22¢€¢ % 36.6 $ 40.¢
Anvil 9.9 9.5 27.t 21.¢
Corporate (8.1 (7.4) (22.]) (22.2)

$ 257 $ 247 % 42z $ 40.5

Depreciation and amortization:

Mueller Co. $ 112 $ 116 3 341 $ 35.7
Anvil 3.6 3.7 10.7 10.¢
Corporate 0.1 0.2 04 0.€

$ 15C $ 157  $ 452 $ 47.z

Restructuring:

Mueller Co. $ 07 $ 02 $ 198 % 1.2
Anvil — 0.1 0.2 1.2
Corporate — — (0.3 —
$ 07 $ 023 % 2C $ 24

Capital expenditures:
Mueller Co. $ 48 $ 41  $ 12 $ 11.C
Anvil 2.6 1.8 7.5 4.4
Corporate — — — 0.5
$ 74 % 56  $ 195 % 15.¢

Note 12. Commitments and Contingencies

We are involved in various legal proceedings ttateharisen in the normal course of operationsyiinl the proceedings summarized
below. The effect of the outcome of these mattaereur future results of operations cannot be ptediwith certainty as any such effect
depends on future results of operations and theuatrand timing of the resolution of such matterthdd 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 retijpria concerning the protection of the environmbnth with respect to
the operations at many of our properties and végipect to remediating environmental conditions inay exist at our own or other properties.
We strive to comply with federal, state and logalisonmental laws and regulations. We accrue fefrenmental expenses resulting from
existing conditions that relate to past operatiwhen the costs are probable and reasonably esgmabl

In September 1987, we implemented an Administrafieasent Order (“ACQO”) for our Burlington, New Jeysproperty, which was
required under the New Jersey Environmental Cle&egponsibility Act (now known as the IndustrigieSRecovery Act). The ACO required
soil and ground-water cleanup, and we completed received final approval on, the soil cleanup nexgliby the ACO. We expect ground-
water issues as well as issues associated witthettmelition of former manufacturing facilities afgtsite will continue and remediation by us



could be required. Long-term ground-water monitgrin
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may also be required, but we do not know how langhanonitoring would be required and do not belienanitoring or further remediation
costs, if any, will have a material adverse effatbur financial condition or results of operations

On July 13, 2010, Rohcan Investments Limited (“Ruotig, the former owner of property leased by Mue@anada Ltd. and located in
Milton, Ontario, filed suit against Mueller Canadal. and its directors seeking C$10 million in dges arising from the defendants' alleged
environmental contamination of the property andabheof lease. Mueller Canada Ltd. leased the prpfream 1988 through 2008. We are
pursuing indemnification from a former owner forteén potential liabilities that are alleged inghawsuit, and we have accrued for other
liabilities not covered by indemnification. On ecber 7, 2011, the Court denied the plaintiff'siorofor summary judgment.

In the acquisition agreement pursuant to whichealecessor to Tyco sold our Mueller Co. and Anvdibesses to the prior owners of th
businesses in August 1999, Tyco agreed to indenusifgnd our affiliates, among other things, forBRcluded Liabilities.” Excluded
Liabilities include, among other things, substdhtiall liabilities relating to the time prior to égust 1999, including environmental liabilities.
The indemnity survives indefinitely. Tyco's indetyniloes not cover liabilities to the extent caulgdis or the operation of our businesses
August 1999, nor does it cover liabilities arisimigh respect to businesses or sites acquired Aftgust 1999. In June 2007, Tyco was
separated into three separate publicly traded comapaln September 2011, Tyco International Ltde of the companies that was separated in
the June 2007 split, announced it would split ht@e separate companies. Should Tyco's succdsstome financially unable or fail to
comply with the terms of the indemnity, we may bsponsible for such obligations or liabilities.

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 us through DecembeRQ@6, is also jointly and severally
liable for pension and benefit funding and termioratiabilities of other group members, as welkcastain benefit plan taxes. Accordingly, we
could be liable under such provisions in the eyt such liability is incurred, and not dischargeylany other member of the Walter Energy
consolidated group for any period during which weravincluded in the Walter Energy consolidated grou

A dispute exists with regard to federal income safce 1980 through 1994 allegedly owed by the Wdteergy consolidated group.
According to Walter Energy's last available pulfiiliog on the matter, Walter Energy's managemetitreged that the amount of tax claimec
the IRS was approximately $34.0 millifor issues currently in dispute in bankruptcy cdartmatters unrelated to us. This amount is sl
interest and penalties. Of the $34.0 million inroled tax, $21.0 milliomepresents issues in which the IRS is not chalfentie deductibility ¢
the particular expense but only whether such ex@endeductible in a particular year. Walter En&rgyanagement believes that Walter
Energy's financial exposure should be limited teriest and possible penalties and the amount ofeanglaimed will be offset by favorable
adjustments in other years.

In addition, the IRS previously issued a Noticd’ofposed Deficiency assessing additional tax ofZ8#llion for the fiscal years ended
May 31, 2000 through December 31, 2005. Walter gnéled a formal protest with the IRS, but had reiched a final resolution with the
Appeals Division at June 30, 2012 . The unresoissdes relate primarily to Walter Energy's methbreoognizing revenue on the sale of
homes and related interest on the installment metssivable. The items at issue relate primarilthetiming of revenue recognition and
consequently, should the IRS prevail on its posgjd/NValter Energy's financial exposure should inétéid to interest and penalties. As a matter
of law, we are jointly and severally liable for afityal tax determination for any year in which asfyour subsidiaries were members of the
Walter Energy consolidated group, which meansweatvould be liable in the event Walter Energy ishie to pay any amounts owed. Walter
Energy has disclosed that it believes its filingiions have substantial merit and that it intetaddefend vigorously any claims asserted

Walter Energy effectively controlled all of our tdecisions for periods during which we were a menalh¢he Walter Energy consolidated
group for federal income tax purposes and certaimbsgned, consolidated or unitary state and locabine 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 resumm our behalf and to determine the amount ofiability to (or entitlement to payment from)
Walter Energy for such previous periods. This ageament may result in conflicts between Walter Epengd us.

The separation of the Company from Walter Energypenember 14, 2006 was intended to qualify as dreexspin-off under Section 355
of the Internal Revenue Code of 1986, as amendeatidition, the tax allocation agreement providhed if the spin-off is determined not to be
tax-free pursuant to Section 355, we generally Béliresponsible for any taxes incurred by Waltesrgwy or its shareholders if such taxes result
from certain of our actions or omissions and fpeacentage of any such taxes that are not a r@fsollir actions or omissions or Walter
Energy's actions or omissions or taxes based uppomarket
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value relative to Walter Energy's market value. itiddally, to the extent that Walter Energy was lieao pay taxes, if any, attributable to the
spin-off and for which it is responsible under the tdreation agreement, we could be liable for thase=s as a result of being a member o
Walter Energy consolidated group for the year inclithe spin-off occurred.

In accordance with the income tax allocation agmeeiValter Energy used certain tax assets of degessor to the Company in its
calendar 2006 tax return for which payment to ugdgiired. The income tax allocation agreement oedyires Walter Energy to make the
payment upon realization of the tax benefit by hdng a refund or otherwise offsetting taxes dueli Energy currently owes us $10.9
million that is payable pending completion of arSIRudit of Walter Energy's 2006 tax year and theted refund of tax from that year. We
recorded this receivable in other noncurrent assets

Indemnifications We are a party to contracts in which it is comrfarus to agree to indemnify third parties fortaer liabilities that arise
out of or relate to the subject matter of the cacttrin some cases, this indemnity extends toaeliabilities arising from the negligence of the
indemnified parties, but usually excludes any liibs caused by gross negligence or willful misgoct. We cannot estimate the potential
amount of future payments under these indemniti¢is @vents arise that would trigger a liabilityder the indemnities.

Additionally, in connection with the sale of assaitsl the divestiture of businesses, such as thestitiure of our U.S. Pipe business (see
Note 3. Discontinued Operations and Assets Hel&#le), we may agree to indemnify buyers and relpgeties for certain losses or liabiliti
incurred by these parties with respect to: (i)réq@resentations and warranties made by us to ffesies in connection with the sale and (i)
liabilities related to the pre-closing operatiofishe assets or business sold. Indemnities retatgde-closing operations generally include
certain environmental and tax liabilities and otliegbilities not assumed by these parties in taagaction.

Indemnities related to the potesing operations of sold assets or businessesallgrdo not represent additional liabilities tq bat simply
serve to protect these parties from potential litgbdssociated with our obligations existing a¢ time of the sale. As with any liability, we h:
accrued for those pre-closing obligations thatcaresidered probable and reasonably estimable. 8leinglimstances change, increasing the
likelihood of payments related to a specific indéynnwve will accrue a liability when future paymestprobable and the amount is reasonably
estimable.

Other MattersWe are party to a number of other lawsuits arigintpe ordinary course of our businesses, inclugirgluct liability cases
for products manufactured by us or third partieg. p¥ovide for costs relating to these matters whtoss is probable and the amount is
reasonably estimable. Administrative costs relédetthese matters are expensed as incurred. Thet effthe 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 thesults of litigation cannot be predicted withtagérty, we believe that the final outcome of
such other litigation is not likely to have a ma&tly adverse effect on our consolidated finanstaktements.

Note 13. Subsequent Event

On July 25, 2012 our board of directors declardi/alend of $0.0175 per share on our Series A comstock, payable on or about
August 20, 2012 to stockholders of record at tlselof business on August 10, 2012.
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Note 14. Consolidating Guarantor and Non-Guarantor Financial Information

The following information is included as a resultloe guarantee by certain of our wholly-owned Wdsidiaries (“Guarantor
Companies”) of the Senior Unsecured Notes and ¢#méo® Subordinated Notes. None of our other subdil guarantee the Senior Unsecured
Notes or the Senior Subordinated Notes. Each ofjtlagantees is joint and several and full and uditiomal. Fast Fabricators, LLC and Unit
States Pipe and Foundry Company, LLC were releas&giuarantor Companies in connection with thesaléS. Pipe and related balances
included with the Issuer financial information hretfollowing tables.

Guarantor Companies are listed below.

State of
incorporation
or organization
Anvil International Holdings, LLC Delaware
Anvil International, LLC Delaware
AnvilStar, LLC Delaware
Echologics, 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
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Mueller Water Products, Inc. and Subsidiaries
Condensed Consolidating Balance Sheet
June 30, 2012

Non-
Guarantor guarantor
Issuer companies companies Eliminations Total
(in millions)
Assets:
Cash and cash equivalents $ 30 % 47 $ 275 % — 53.7
Receivables, net — 137.¢ 18.€ — 156.5
Inventories — 180.( 16.€ — 196.¢
Deferred income taxes 21.C — 0.t — 21.t
Other current assets 21.4 26.€ 1.C — 49.2
Total current assets 73.% 340.( 64.5 — 477.¢
Property, plant and equipment, net 1.9 130.2 8.4 — 140.
Identifiable intangible assets — 578.¢ 5 — 580.4
Other noncurrent assets 30.¢ 0.6 1.3 — 33.1
Investment in subsidiaries (6.9 40.C — (33.9 —
Total assets $ 99.:2 % 1,090.( $ 75.7 % (332 % 1,231.¢
Liabilities and stockholders' equity:
Current portion of long-term debt $ 03 $ 1C $ — — 1.3
Accounts payable 8.2 60.¢ 5.¢ — 74.¢
Other current liabilities 27.¢ 41.C 3.7 — 72.€
Total current liabilities 36.4 102.¢ 9.€ — 148.¢
Long-term debt 619.¢ 1.7 — — 621.t
Deferred income taxes 135.c — 0.3 — 135.¢
Other noncurrent liabilities 50.7 8.€ 0.7 — 60.C
Intercompany accounts (1,008.9) 983.1 25.1 — —
Total liabilities (166.€) 1,096.¢ 35.7 — 965.¢
Stockholders' equity 265.¢ (6.9 40.C (33.29) 265.¢
Total liabilities and stockholders' equity ~ $ 99.5 1,090.C $ 75.7 § (33.29 $ 1,231.¢
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Mueller Water Products, Inc. and Subsidiaries
Condensed Consolidating Balance Sheet
September 30, 2011

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

Cash and cash equivalents $ 36.z2 $ 3.8 $ 28.€ — 8 61.C
Receivables, net — 131.¢ 15.€ — 147.¢
Inventories — 163.¢ 12.t — 175.¢
Deferred income taxes 28.1 — 0.6 — 28.7
Other current assets 15.¢ 27.: 1.1 — 43.¢
Current assets held for sale 142.( — — — 142.C

Total current assets 221.5 318.7 58.4 — 598.¢
Property, plant and equipment, net 3.6 132.7 9.1 — 145.%
Identifiable intangible assets — 600.¢ 15 — 602.4
Other noncurrent assets 27.€ 0.6 1.8 — 30.4
Noncurrent assets held for sale 107.7 — — — 107.7
Investment in subsidiaries (23.9 23.¢ — 0.1 —

Total assets $ 337.C % 1,077.C  $ 70.€ 01 $ 1,485.(

Liabilities and stockholders' equity:

Current portion of long-term debt $ — 3 0¢ $ — 8 0.9
Accounts payable 6.1 49.5 3.7 — 59.1
Other current liabilities 30.1 44 ¢ 2.9 — 77.¢
Current liabilities held for sale 56.¢ — — — 56.¢

Total current liabilities 93.1 95.1 6.6 — 194.¢
Long-term debt 676.( 14 — — 677.4
Deferred income taxes 153.¢ — 04 — 154.2
Other noncurrent liabilities 71.C 7.2 0.7 — 79.€
Intercompany accounts (1,035.9 996.¢ 39.4 — —

Total liabilities (42.0 1,100.¢ 47.1 — 1,106.(
Stockholders' equity 379.( (23.9 23.¢ 0.1 379.(

Total liabilities and stockholders' equity ~ $ 337.C $ 1,077.C 70.€ 01 % 1,485.(
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Mueller Water Products, Inc. and Subsidiaries
Condensed Consolidating Statement of Operations
Three months ended June 30, 2012

Non-
Guarantor guarantor
Issuer companies companies Eliminations Total
(in millions)
Net sales $ — $ 238.1 $ 372 $ —  $ 275.¢
Cost of sales — 167.3 28.€ — 196.:
Gross profit — 71.C 8.€ — 79.€
Operating expenses:
Selling, general and administrative 8.1 40.¢ 4.2 — 53.2
Restructuring — 0.€ 0.1 — 0.7
Total operating expenses 8.1 41.F 4.3 — b3.¢
Operating income (loss) (8.2 29.k 4.3 — 25.7
Interest expense, net 14.¢ 0.1 — — 14.¢
Loss on early extinguishment of debt 15 — — — 1kt
Income (loss) from before income taxes (24.9) 29.4 4.3 — 9.2
Income tax expense (benefit) (9.0 10.7 1. — 3.4
Equity in income of subsidiaries 21.c 2.€ — (23.9 —
Income from continuing operations 5.9 21.: 2.€ (23.9 5.¢
Income from discontinued operations, net of ta 3.9 — — — 3.
Net income 9.8 21.¢ 2.€ (23.9 9.8
Other comprehensive income (loss):
Natural gas hedges, net of tax 0.2 — — — 0.2
Interest rate swap contracts, net of tax 0.8 — — — 0.8
Foreign currency translation — — (1.6 — (1.€)
Minimum pension liability, net of tax (0.9 — — — 0.8
0.2 — (1.6 — (2.4)
Comprehensive income $ 100 % 212 % 1C % (239 ¢ 8.4
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Net sales
Cost of sales
Gross profit (loss)
Operating expenses:
Selling, general and administrative
Restructuring
Total operating expenses
Operating income (loss)
Interest expense, net
Income (loss) before income taxes
Income tax expense (benefit)
Equity in income of subsidiaries
Income from continuing operations

Loss from discontinued operations, net of tax

Net income (loss)

Other comprehensive income (loss):
Interest rate swap contracts, net of tax
Foreign currency translation

Comprehensive income (loss)

Mueller Water Products, Inc. and Subsidiaries
Condensed Consolidating Statement of Operations
Three months ended June 30, 2011

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

$ — 2221 % 37 % — $ 259.¢
0.2 155.¢ 30.t — 186.5

(0.2) 66.2 7.C — 73.1

6.S 37.¢ 3.4 — 48.1

— 0.2 0.1 — 0.3

6.S 38.C 3.5 — 48.4

(7.7 28.5 3.5 — 247

16.¢ — — 16.€

(23.9 28.5 3.5 — 7.9
(25.6) 24.t 2.1 — 1.C

5.2 14 — (6.6) —

6.S 5.2 14 (6.6) 6.9

(9.€) — — — (9.6)

(2.7) 5.2 14 (6.€) (2.7)

1.3 — — — 1.3

— — (0.2) — (0.2)

1.3 — (0.2 — 1.2

$ 1.4 $ 52 $ 1.3 % 6.6 $ (2.5
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Mueller Water Products, Inc. and Subsidiaries
Condensed Consolidating Statement of Operations
Nine months ended June 30, 2012

Non-
Guarantor guarantor
Issuer companies companies Eliminations Total
(in millions)
Net sales $ — $ 660.6 $ 82.C —  $ 742.¢
Cost of sales — 483.1 65.2 — 548.%
Gross profit — 177.5 16.€ — 194.t
Operating expenses:
Selling, general and administrative 21.¢ 117.7 10.¢ — 150.:
Restructuring (0.7 2.C 0.1 — 2.C
Total operating expenses 2179 119.5 10.€ — 152.c
Operating income (loss) (21.7) 58.C 5.¢ — 42.2
Interest expense, net 46.1 0.2 (0.2 — 46.1
Loss on early extinguishment of debt 15 — — — 1kt
Income (loss) before income taxes (69.9) 57.¢ 6.1 — (5.9
Income tax expense (benefit) (17.2) 19.c 2.C — 4.1
Equity in income (loss) of subsidiaries 42.¢ 4.1 — (46.7) —
Income (loss) from continuing operations (9.5 42.¢ 4.1 (46.7) (9.5)
Loss from discontinued operations, net of tax (102.9 — — — (102.9)
Net income (loss) (111.9) 42.¢ 4.1 (46.7) (111.9
Other comprehensive income (loss):
Interest rate swap contracts, net of tax 2.6 — — — 2.€
Foreign currency translation — — 0.4 — 0.4
Minimum pension liability, net of tax 0.1 — — 0.1
2.7 — 0.4 — 31
Comprehensive income (loss) $ (109.9 $ 426 $ 4.5 (46.7) $ (108.¢)
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Mueller Water Products, Inc. and Subsidiaries
Condensed Consolidating Statement of Operations
Nine months ended June 30, 2011

Net sales
Cost of sales
Gross profit (loss)
Operating expenses:
Selling, general and administrative
Restructuring
Total operating expenses
Operating income (loss)
Interest expense, net
Income (loss) before income taxes
Income tax expense (benefit)
Equity in income of subsidiaries
Income (loss) from continuing operations
Loss from discontinued operations, net of tax
Net income (loss)

Other comprehensive income (loss):
Interest rate swap contracts, net of tax
Foreign currency translation
Minimum pension liability, net of tax

Comprehensive income (loss)

Non-
Guarantor guarantor
Issuer companies companies Eliminations Total
(in millions)
— 618.1 $ 90.z — 8 708.:
0.1 448.( 77.C — 525.1
(0.2) 170.1 13.2 — 183.2
21.¢ 109.¢ 8.7 — 140.:
— 2.C 0.4 — 2.4
21.¢ 111.¢ 9.1 — 142.%
(21.9 58.% 4.1 — 40.t
49.C 0.1 (0.2) — 49.C
(70.9 58.2 4.2 — (8.5
(42.0 35.2 2.4 — (4.3
24.7 1.8 — (26.5) —
(4.2) 247 1.8 (26.5) (4.2
(24.9) — — — (24.3)
(28.5) 24 1.8 (26.5) (28.5)
3.7 — — — 3.7
— — 3.1 — 3.1
20.7 — — — 20.7
24.L — 3.1 — 27.5
41 $ 247 % 4.9 (26.5) $ (2.0
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Mueller Water Products, Inc. and Subsidiaries
Condensed Consolidating Statement of Cash Flows
Nine months ended June 30, 2012

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

Investing activities:
Capital expenditures
Acquisitions
Proceeds from sales of assets

Net cash used in investing activities from
continuing operations

Financing activities:
Debt borrowings
Debt payments
Common stock issued
Dividends paid
Other

Net cash provided by (used in) financing
activities from continuing operations

Net cash flows from discontinued operations:
Operating activities
Investing activities

Net cash provided by discontinued operations

Effect of currency exchange rate changes on ¢

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

Cash and cash equivalents at end of period $

Non-
Guarantor guarantor
Issuer companies companies Eliminations Total
(in millions)
9t % 16.C $ (1.0) — ¢ 24.t
(0.5) (18.5 (0.5) — (19.5)
— 0.5 — — 0.5
— 0.4 — — 0.4
(0.5 (17.¢ (0.5 — (18.6)
— 0.4 — — 0.4
(57.2) — — — (57.2)
0.3 — — — 0.3
(8.2 — — — (8.2
— 0.3 — — 0.3
(65.7) 0.7 — — (64.4)
(36.6) — — — (36.6)
87.4 — — — 87.4
50.¢ — — — 50.¢
— — 0.4 — 0.4
(5.9 (0.9 (1.7 — (7.3
36.2 (3.9 28.€ — 61.C
30¢ % 47 3 27.5 — 53.7
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Mueller Water Products, Inc. and Subsidiaries
Condensed Consolidating Statement of Cash Flows
Nine months ended June 30, 2011

Non-
Guarantor guarantor
Issuer companies companies Eliminations Total
(in millions)
Operating activities:
Net cash provided by (used in) operating
activities from continuing operations ~ $ 9.5 $ 21z % (11.9) — % 0.2
Investing activities:
Capital expenditures (0.6) (15.0 0.3 — (15.9
Acquisitions — (7.9 — (7.9)
Proceeds from sales of assets — 11 — — 1.1
Net cash used in investing activities from
continuing operations (0.6) (21.¢) 0.3 — (22.9)
Financing activities:
Debt borrowings — 0.t — — 0.t
Deferred financing fees paid (0.9 — — — (0.9)
Dividends paid (8.2 — — — (8.1
Other 0.6 — — — 0.€
Net cash provided by (used in) financing
activities from continuing operations (7.9 0.t — — (7.4)
Net cash flows from discontinued operations:
Operating activities (3.0 — — — (3.0)
Investing activities (6.2) — — — (6.1
Net cash used in discontinued operations (9.2 — — — (9.1
Effect of currency exchange rate changes on cash — — 11 — 11
Net change in cash and cash equivalents (27.) (0.3 (1.3 — (38.9)
Cash and cash equivalents at beginning of period 51.2 (2.7 34.¢ — 84.C
Cash and cash equivalents at end of perio($ 24z % 22 $ 23.7 —  $ 45.7
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ltem 2. Management'sDiscussion and Analysis of Financial Condition andResults of Operation:

The following discussion should be read in conjiomctvith the unaudited condensed consolidated fiferstatements and notes thereto
that appear elsewhere in this report. This repamt@ins certain statements that may be deemed doivooking statements” within the
meaning the Private Securities Litigation Refornt @fc1995. All statements that address activitee®nts or developments that the Company's
management intends, expects, plans, projects Maslier anticipates will or may occur in the futame forwardiooking statements. An exam
of a forward-looking statement is a statement wkemragarding trending of end markets. Forward-loakstatements are based on certain
assumptions and assessments made by managemight of their experience and their perception aftbrical trends, current conditions and
expected future developments. Actual results amdirting of events may differ materially from thosatemplated by the forward-looking
statements due to a number of factors, includirggoreal, national or global political, economic, bosss, competitive, market and regulatory
conditions and the following:

« the spending level for water and wastewater infratre;

« the level of manufacturing and construction acyiv

e 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 30, 2011 ("Annual Report").

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

Overview
Organization

On October 3, 2005, Walter Energy acquired all taniding shares of capital stock representing thelluCo. and Anvil businesses and
contributed them to its U.S. Pipe business to fdrenCompany. In June 2006, we completed an inptiélic offering of 28,750,000 shares of
Series A common stock and in December 2006, WEBhergy distributed to its shareholders all of fgigy interests in the Company,
consisting of all of the Company's outstanding ebaf Series B common stock. On January 28, 2@ share of Series B common stock
was converted into one share of Series A commazksto

On April 1, 2012 , we sold the businesses commgisur former U.S. Pipe segment. U.S. Pipe's restibperations have been reclassified
as discontinued operations for all prior periodsspnted.

Unless the context indicates otherwise, wheneverefes to a particular year, we mean the fiscal yealed or ending September 30 in
particular calendar year. We manage our busineswkseport operations through two business segmduslier Co. and Anvil, based largely
on the products sold and the customers served.

Business

Consolidated net sales for the quarter ended JOn2032 of $275.9 milliomcreased $16.3 million, or 6.3%, from the prioayeeriod ne
sales of $259.6 million . Net sales increased duggher shipment volumes at Mueller Co. and highreres at both Mueller Co. and Anvil.

Most of the net sales of Mueller Co. are for watdrastructure related directly to municipal spergland residential construction activity
in the United States.

Spending on water infrastructure by municipaliteebased on the condition of their infrastructystems and their access to funding.
Funding generally comes from their overall fiscahdition and the availability of additional fundern the issuance of debt, higher tax rates or
increased water rates. Municipalities may finchiallenging to increase tax or water rates. We beltbe general municipal spending
environment continues to remain stable althougtgbuigressures and economic uncertainty persisbréligy to U.S. Census Bureau data at
June 30, 2012, state and local tax receipts grewet4% year-over-year for the fourth consecutjuarter. While both are showing improving
trends, local tax receipt improvement is much we#kan state.

We believe residential construction activity measundicate the housing market may be stabilizihg. Census Bureau data for housing
starts, on a seasonally adjusted annualized hadisates that housing starts in June 2012 repteddhe sixth consecutive month of greater
than 700,000 units. June 2012 housing permit agtwas above 750,000 seasonally adjusted annuaizetd for the first time since October
2008. Furthermore, June 2012 single family houstagts were above 500,000 seasonally adjusted Bredianits for the third consecutive
month and the 539,000 seasonally adjusted
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annualized units reading was the strongest sincé 2(10.

As another potential future indicator, U.S. CenBuseau data shows housing permits in June 2012eab@0,000 seasonally adjusted
annualized units for the fifth consecutive montbtiBtotal and single family permits in June 201&@vgclose to 20% on a year-over-year basis.

We believe an improving housing market would alstster municipalities' fiscal condition, since lbgavernments benefit from increased
property taxes as well as connection and othetlancfees associated with residential construction

We believe that our operating results benefitechfeowarmer winter in 2012 than 2011 in many of markets, but we had been uncertain
of the extent to which our increased shipment v@whvalves and hydrants in the quarter ended Matgt2012 was simply due to an earlier
start to the construction season. Based on thiagtguresults, we are more confident that voluncesiases in the quarter ended March 31, 2012
were not solely a pull forward of construction ityi due to weather, but also resulted from groimtbur end markets.

Overall we think the signs we are seeing in ourewatarkets are mostly positive, giving us more whafce that our markets have
stabilized and we could see some continued growth.

Most of Anvil's net sales are driven by commerci@hstruction. Anvil has experienced growth in its€ogas market since early calendar
2011, and we believe its other markets are relgtistable, though there was some decline duringjtiater ended June 30, 2012 in its
addressed industrial markets. We expect Anvil'&daijlas and fire protection markets to remain staliide we expect its industrial markets to
remain soft in the quarter ending September 302201

Generally, raw material costs for both segment®tantinued to be relatively stable year-over-yaad we generally expect raw material
costs to be slightly lower year-over-year in tharer ending September 30, 2012 .
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Results of Operations

Three months ended June 30, 2012 compared to thoe¢hs ended June 30, 2011

2012
Mueller Co. Anvil Corporate Total
(in millions)
Net sales $ 182.¢ $ 932 —  $ 275.¢
Gross profit $ 51 $ 28.C $ — 3 79.€
Operating expenses:
Selling, general and administrative 27.C 18.1 8.1 53.2
Restructuring 0.7 — — 0.7
Total operating expenses 27.1 18.1 8.1 53.¢
Operating income (loss) $ 23.¢ % 9¢ $ (8.2) 25.7
Interest expense, net 14.¢
Loss on early extinguishment of debt 15
Income before income taxes 9.3
Income tax expense 34
Income from continuing operations 5.9
Income from discontinued operations, net of tax 3.9
Net income $ 9.8
2011 -
Mueller Co. Anvil Corporate Total
(in millions)
Net sales $ 165.¢ $ 93¢ % — 259.¢
Gross profit $ 46.7 $ 26.€ $ 02 $ 73.1
Operating expenses:
Selling, general and administrative 23.¢ 17.C 7.2 48.1
Restructuring 0.2 0.1 — 0.3
Total operating expenses 24.1 17.1 7.2 48.4
Operating income (loss) $ 22¢ % 9t $ (7.9 247
Interest expense, net 16.¢
Income before income taxes 7.9
Income tax expense 1.0
Income from continuing operations 6.9
Loss from discontinued operations, net of tax (9.6)
Net loss $ (2.7)

Consolidated Analysis

Net sales for the quarter ended June 30, 2012dseckto $275.9 million from $259.6 million in theor year period. Net sales increased
due to higher shipment volumes and higher pricing.

Gross profit for the quarter ended June 30, 20&&ased to $79.6 million from $73.1 million in theor year period. Gross margin
improved 70 basis points to 28.9% in the quartelednlune 30, 201ffom 28.2% in the prior year period and was posltiimpacted primaril'
by higher sales prices in both segments as wdligher shipment volumes at Mueller Co.

Selling, general and administrative expenses ("SQ&mthe quarter ended June 30, 2012 increas&d3d million from $48.1 million in
the prior year period. SG&A increased primarily dadigher employee-related expenses at Muellera@d.Corporate, investments associated
with Mueller Systems and Echologics and other costs

Interest expense, net was $14.9 million in the gmanded June 30, 2012 compared to $16.8 millidhe prior year period. Interest rate



swap contract expense represents the amortizationrecognized expense related to interest rat@ swatracts, all of which were
terminated prior to 2011 . Excluding these expensesinterest expense declined $1.1 million ingbarter ended June 30, 2012 compared to
the prior year period driven primarily by reducemowing levels.
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In the quarter ended June 30, 2012 , the loss 1y @dinguishment of debt of $1.5 million resultedm the redemption of $22.5 million
of the 8.75% Senior Unsecured Notes.

The components of interest expense, net are detadow.
Three months ended

June 30,
2012 2011
(in millions)
7.375% Senior Subordinated Notes $ 77 $ 7.7
8.75% Senior Unsecured Notes 4.8 5.C
Interest rate swap contracts 1.3 2.1
ABL Agreement borrowings 0.1 0.t
Deferred financing fees amortization 0.6 0.t
Other interest expense 04 1.1
14.¢ 16.¢
Interest income — (0.1
$ 14¢ $ 16.¢
The components of income tax expense (benefitpereded below.
Three months ended Three months ended
June 30, 2012 June 30, 2011
Continuing Discontinued Continuing Discontinued
operations operations operations operations
(in millions)
Expense (benefit) from operations $ 3.8 % 01 $ 45 $ (5.7)
Valuation allowance-related benefit — 4.2 — —
Other discrete items (0.9) — (3.5 4.5
Income tax expense (benefit) $ 34 § 43 $ 1C § (1.2
Segment Analysis
Mueller Co.

Net sales in the quarter ended June 30, 2012 isedea $182.6 million from $165.8 million in thaqryear period. Net sales increased
primarily due to higher shipment volumes and higtrézing. Domestic unit shipments increased 11.6%4rbn gate valves, 3.5% for hydrants
and 12.7% for brass products in the quarter ended 30, 2012 over the prior year period. Also,ga¢s grew approximately 50% at Mueller
Systems and Echologics in the quarter ended Jun203@ compared to the prior year period, whichbekeve reflects growing customer
awareness and acceptance of their products. Graggmfor the quarter ended June 30, 2fds2 to 28.2% from 28.1% in the prior year pe!

SG&A in the quarter ended June 30, 2012 increas&@7.0 million compared to $23.9 million in theégoryear period primarily related to
employee-related expenses and ongoing investmentriMueller Systems and Echologics businesses.

Anvil

Net sales in the quarter ended June 30, 2012 deatéa $93.3 million from $93.8 million in the prigear period. The slight decrease in
net sales was due to lower shipment volumes priyniariAnvil's industrial markets that were mostlffset by higher prices. Anvil's sales to the
oil & gas market were up only slightly year-ovemysince the rate of growth this market experiershgihg 2011 has slowed.

Gross profit in the quarter ended June 30, 2012ased to $28.0 million from $26.6 million in theqp year period. Gross margin
improved to 30.0% in the quarter ended June 302 20inpared to 28.4% in the prior year period, drigemarily by improved sales pricing.

SG&A increased to $18.1 million in the quarter ethdane 30, 2012 compared to $17.0 million in therprear period. This was the result
of small increases that were not individually meaful across the business.
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Corporate

SG&A increased to $8.1 million in the quarter endede 30, 2012 from $7.2 million in the prior ypariod primarily due to higher

employee-related expenses.

Nine months endeJune 30, 2012 compared to nine months ended Juriz03Q

Net sales
Gross profit
Operating expenses:
Selling, general and administrative
Restructuring
Total operating expenses
Operating income (loss)
Interest expense, net
Loss on early extinguishment of debt
Loss before income taxes
Income tax expense
Loss from continuing operations
Loss from discontinued operations, net of tax
Net loss

Net sales
Gross profit
Operating expenses:
Selling, general and administrative
Restructuring
Total operating expenses
Operating income (loss)
Interest expense, net
Loss before income taxes
Income tax benefit
Loss from continuing operations
Loss from discontinued operations, net of tax

Net loss

Consolidated Analysis

2012
Mueller Co. Anvil Corporate Total
(in millions)
465.2 $ 277¢ % —  $ 742.¢
1137 % 80.6 ¢ —  $ 194t
75.C 53.1 22.2 150.:
1.¢ 0.2 0.9 2.C
76.¢ 53.2 22.1 152.:
36.6 $ 27 % (22.1) 422
46.1
1.k
CR)
4.1
(9.9
(102.4
$ (111.9
2011 -
Mueller Co. Anvil Corporate Total
(in millions)
444  $ 263.¢ % — $ 708.:
109.7 $ 734 % 01 % 183.2
67.€ 50.4 22.2 140.:
1.2 1.2 — 24
68.¢ 51.¢ 22.% 142.7
40.¢ $ 21.¢ % (22.2) 40.F
49.C
(8.5
(4.9
4.2
(24.3)
$ (28.5)

Net sales for the nine months ended June 30, 224dsed to $742.8 million from $708.3 millionte prior year period. Net sales
increased primarily due to higher pricing acrosthtiusiness segments and higher Mueller Co. shiputdnmes.

Gross profit for the nine months ended June 30220dreased to $194.5 million from $183.2 millionthe prior year period. Gross mar
was 26.2% in the nine months ended June 30, 2012%19% in the prior year period, reflecting higbales prices across both business

segments.

SG&A in the nine months ended June 30, 2012 inectss $150.3 million , or 20.2% of net sales, fri$140.3 million , or 19.8% of net
sales, in the prior year period. SG&A increasedprily due to higher employee-related expensesiallgr Co. and Anvil, investments

associated with Mueller Systems and Echologicscther costs.



Interest expense, net was $46.1 million in the mioaths ended June 30, 2012 compared to $49.@miti the prior year
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period. Interest rate swap contract expense repiefee amortization of unrecognized expense mrlménterest rate swap contracts, all of
which were terminated prior to 2011. Excluding thegpenses, net interest expense declined $1.idmiitl the nine months ended June 30,
2012 compared to the prior year period primarilg ¢lulower borrowing levels.

In the nine months ended June 30, 2012 , the losady extinguishment of debt of $1.5 million riked from the redemption of $22.5
million of the 8.75% Senior Unsecured Notes.

The components of interest expense, net are detadiow.
Nine months ended

June 30,
2012 2011

(in millions)
7.375% Senior Subordinated Notes $ 23z $ 23.2
8.75% Senior Unsecured Notes 14.¢ 15.C
Interest rate swap contracts 4.3 6.C
ABL Agreement borrowings 1.C 1.3
Deferred financing fees amortization 1.8 1.7
Other interest expense 1.2 2.C
46.% 49.2
Interest income (0.9 (0.2
$ 46.1 $ 49.C

After including the tax effect of the loss on tladesof U.S. Pipe, our deferred tax liabilities arsufficient to fully support our deferred tax
assets, which include net operating loss carryfataia Accordingly, we recorded income tax expensestablish valuation allowances related
to deferred tax assets during the nine months eduleel 30, 2012 . GAAP requires us to allocate Hqoof the valuation allowance charge
relating to deferred tax assets at September 3, 0continuing operations. Our net operating tEssyforwards remain available to offset
future taxable earnings.

The components of income tax expense (benefithareided below.

Nine months ended Nine months ended
June 30, 2012 June 30, 2011
Continuing Discontinued Continuing Discontinued
operations operations operations operations
(in millions)
Benefit from operations $ 2.9 $ (50.7) $ 49 $ (13.6)
Valuation allowance-related expense 5.¢ 24.% — —
Other discrete items 0.€ — 0.6 0.1
Income tax expense (benefit) $ 41 § (26.9 $ (49 $ (13.9

30




Table of Contents

Index to Financial Statements

Segment Analysis
Mueller Co.

Net sales in the nine months ended June 30, 2@t@ased to $465.2 million from $444.5 million iretprior year period. Net sales
increased due to higher shipment volumes and higtieing.

Gross profit in the nine months ended June 30, 20dr2ased to $113.7 million from $109.7 milliontire prior year period. Gross margin
decreased to 24.4% in the nine months ended JurkO2A compared to 24.7% in the prior year peristyen by a higher level of lower-
margin sales at Mueller Systems and Echologichesetbusinesses expand their capabilities.

SG&A in the nine months ended June 30, 2012 inexk#s $75.0 million compared to $67.6 million iretprior year period. The majority
of this increase related to ongoing investmentdhdiogics, which was acquired in December 2010,Mudller Systems. SG&A was 16.1%
net sales in the nine months ended June 30, 20hpared to 15.2% of net sales in the prior yearogeri

Anvil

Net sales in the nine months ended June 30, 2@t@ased to $277.6 million from $263.8 million iretprior year period. Net sales
increased primarily due to higher pricing.

Gross profit in the nine months ended June 30, 20d2ased to $80.8 million from $73.4 million Imetprior year period. Gross margin
improved to 29.1% in the nine months ended ended 30, 2012 from 27.8% in the prior year periodetr primarily by improved sales
pricing.

SG&A increased to $53.1 million in the nine monémsled June 30, 2012 compared to $50.4 millionerptiior year period. This was the
result of small increases that were not individualleaningful across the business.

Corporate
SG&A decreased to $22.2 million in the nine morghded June 30, 2012 from $22.3 million in the pyiear period.
Liquidity and Capital Resources

We had cash and cash equivalents of $53.7 millidiuae 30, 2012 . We also had $141.3 million ofd®aeing capacity under our asset
based lending agreement (the “ABL Agreement”) usinge 30, 2012 data. In April 2012, we received @®dillion in cash, subject to
additional adjustments, from the sale of U.S. Pige.believe there are net additional purchase @igestments related to net working capital
that would increase the purchase price by $9.2amill However, the purchaser has claimed net psechace adjustments related to net
working capital that would reduce the purchaseepbig $5.2 million . This dispute will be resolveg én independent auditor who has been
selected by the parties, and we cannot make dkelgstimate of what the resolution may be. Thelwi®n of this purchase price adjustment
dispute will result in an adjustment to our recakttess on sale of discontinued operations.

During the quarter ended June 30, 2012 , we rdpaidutstanding balance of $48.0 million on the ABjreement and redeemed 10%
aggregate principal amount, or $22.5 million ,fe# Senior Unsecured Notes at a redemption prid®&%¥oplus accrued and unpaid interest
recorded a loss on early extinguishment of deltlof million .

Cash flows from operating activities from continglioperations are categorized below.
Nine months ended

June 30,
2012 2011
(in millions)
Collections from customers $ 7332 $ 690.<
Disbursements other than interest and income taxes (672.2) (642.7)
Interest payments, net (43.9) (43.¢)
Income tax refunds (payments), net 7.2 4.7)
Cash provided by (used in) operating activitiesrfreontinuing operations $ 245§ 0.9

Collections of receivables were higher during timemmonths ended June 30, 2012 compared to they@w@w period primarily related to
the increased net sales in 2012.
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Increased disbursements other than interest anghi@t¢axes during the nine months ended June 3@, r2@iect higher purchasing activity
associated with higher net sales, higher raw nateoists, and general timing differences of disbomsnts related to the purchase of material,
labor and overhead. Also, we contributed $12.7iomilto our pension plans in the nine months endeé 30, 2012 compared to $19.3 million
in the prior year period.

Capital expenditures were $ 19.5 million during tiree months ended June 30, 2012 compared to $11i8ién in the prior year period. |
December 2010, Mueller Co. acquired Echologiceak betection and pipe condition and diagnostiesssaent company, for a final purchase
price of $7.4 million . We estimate 2012 capitapenditures will be between $28 million and $30 imill.

Our U.S. pension plan was 83.4% funded at Janua@12 (the most recent date this analysis has ped¢armed) under the provisions of
the Pension Protection Act. A significant portidrtite assets invested in our defined benefit pengians is invested in equity securities. If we
lower our estimated rate of return on these aspetssion expense and our required contributioriseése plans may increase. We estimate
contributing between $20 million and $22 milliondar pension plans during 2012.

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 contributionsdedat service obligations as they become
due through June 30, 2013 . However, our abilitpnke these payments will depend partly upon curéuoperating performance, which will
be affected by general economic, financial, contipetilegislative, regulatory, business and otlaetdrs beyond our control.

ABL Agreement

The ABL Agreement consists of a revolving creddifity of up to $275 million of revolving credit bmwings, swing line loans and letters
of credit. The ABL Agreement also permits us ta@ase the size of the credit facility by an addisiio$150 million . We may borrow up $25
million through swing line loans and have up to $80ion of letters of credit outstanding.

Borrowings under the ABL Agreement bear interest fibating rate equal to LIBOR plus a margin raxggirom 275 to 32basis points, ¢
a base rate as defined in the ABL Agreement plusuagin ranging from 175 to 225 basis points. Ate]@, 2012 , the applicable rates were
LIBOR plus 300 basis points and the base rate 20@sbasis points.

The ABL Agreement terminates in August 2015 and madutstanding borrowings at June 30, 2012 . Weapsommitment fee of SBasit
points for any unused borrowing capacity underAB& Agreement. The borrowing capacity under the ABjreement is not subject to any
financial maintenance covenants unless excessahidyl is less than the greater of $34 million ari5%of the aggregate commitments un
the ABL Agreement. If excess availability is belthis threshold, we must maintain a fixed chargeecage ratio greater than 1.1. As measured
using June 30, 2012 data, excess availability disced by outstanding letters of credit and accfaed and expenses of $37.9 million was
$141.3 million and our borrowing capacity was &4d41.3 million .

The ABL Agreement is subject to mandatory prepaymériotal outstanding borrowings under the ABLrAgment are greater than the
aggregate commitments under the revolving creditifia or if we dispose of overdue accounts recblean certain circumstances. The
borrowing base under the ABL Agreement is equahéosum of (a) 85% of the value of eligible accguetceivable and (b) the lesser of (i)
65% of the value of eligible inventory or (ii) 858bthe net orderly liquidation value of the valufestigible inventory, less certain reserves.
Prepayments can be made at any time with no penalty

Substantially all of our U.S. subsidiaries are basers under the ABL Agreement and are jointly aenkesally liable for any outstanding
borrowings. Our obligations under the ABL Agreemard secured by a first-priority perfected lienadiof our U.S. inventory, accounts
receivable, certain cash and other supporting atitigs.

The ABL Agreement contains customary negative cam&nand restrictions on our ability to engagepectfied activities, such as:
< limitations on other debt, liens, investments andrgntee!
» restrictions on dividends and redemptions of ogitehstock and prepayments and redemptions of; el

* restrictions on mergers and acquisition, salesséts and transactions with affilia
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8.75% Senior Unsecured Notes

We owed $202.5 million aggregate principal amour&.85% Senior Unsecured Notes at June 30, 20dt2rdst on the Senior Unsecured
Notes is paid ser-annually and the principal is due September 2028 may redeem up to $22.5 million aggregate pradcmount of the
Senior Unsecured Notes at a redemption price o¥dplBis accrued and unpaid interest once duringehe ending September 1, 2013. On
May 18, 2012, we redeemed $22.5 million aggregateipal amount for $23.2 million, plus accruedergst, and recorded a loss on early
extinguishment of debt of $1.5 million . We maycatedeem up to $78.8 million aggregate principabant of the Senior Unsecured Notes at a
redemption price of 108.75% , plus accrued and idnipgerest, with the net cash proceeds from cerguity offerings prior to September
2013, provided that at least $146.2 million aggtegaincipal amount remains outstanding immediadélgr such redemption. After August
2015, the Senior Unsecured Notes may be redeensgeified redemption prices plus accrued and ahnipgrest. Upon a “Change of
Control” (as defined in the indenture securing®emior Unsecured Notes), we are required to off@urchase the outstanding Senior
Unsecured Notes at a purchase price of 10p%s accrued and unpaid interest. The Senior timed Notes are essentially guaranteed by .
our U.S. subsidiaries, but are subordinate to lmarmgs under the ABL Agreement.

7.375% Senior Subordinated Notes

We also owed $420 million of principal of 7.375%n®e Subordinated Notes (“Senior Subordinated NytasJune 30, 2012 . Interest on
the Senior Subordinated Notes is payable semi-dliyrarad the principal is due June 2017. We may eedany portion of the Senior
Subordinated Notes at specified redemption prites gccrued and unpaid interest, subject to linoitat under our ABL agreement and the
indenture related to our Senior Unsecured Notesnlp“Change of Control” (as defined in the indeatsecuring the Senior Subordinated
Notes), we are required to offer to purchase thstanding Senior Subordinated Note:101% , plus accrued and unpaid interest. The Senior

Agreement and the Senior Unsecured Notes.

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

Moody’s Standard & Poor's
June 30, September 30, June 30, September 30,

2012 2011 2012 2011
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 unconsolid&etities or financial partnerships, such as iestitften referred to as structured
finance or special purpose entities, which coulgehizeen established for the purpose of facilitatifighalance sheet arrangements or other
contractually narrow or limited purposes. In adiuitiwe do not have any undisclosed borrowings bt,day derivative contracts other than
those described in our Annual Report “Item 7A. @atVe and Quantitative Disclosure About MarkesiRior synthetic leases. Therefore, we
are not exposed to any financing, liquidity, marketredit risk that could have arisen if we hadaged in such relationships.

We use letters of credit and surety bonds in tkénary course of business to ensure the performahcentractual obligations. Atune 30
2012 , we had $37.7 million of letters of creditlé#40.4 million of surety bonds outstanding.

Seasonality

Our business is dependent upon the constructiarstng] which is seasonal due to the impact of geadther conditions. Net sales and
operating income have historically been loweshimquarterly periods ending December 31 and Matcht8n the northern United States and
all of Canada generally face weather conditions ridstrict significant construction activity.
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ltem 4. Controls and Procedure:

During the quarter ended June 30, 2012 , there m@ihanges in our internal control over finanogdorting that have materially affected,
or are reasonably likely to materially affect, @uternal control over financial reporting.

We maintain disclosure controls and proceduresatetesigned to ensure that information requivdaetdisclosed in the reports we file
submit under the Exchange Act, is recorded, preazkssimmarized and reported within the time pergptified in the rules and forms of the
Securities and Exchange Commission and that sdchmation is accumulated and communicated to ouragament, including the Chief
Executive Officer and the Chief Financial Officex @propriate, to allow timely decisions regardieguired disclosure.

Our Chief Executive Officer and our Chief Finand@fficer have concluded, based on an evaluatichegffectiveness of our disclosure
controls and procedures (as defined in Rules 18a}Hnd 15d-15(e) of the Securities Exchange Ad9&4, as amended) by our management,
with the participation of our Chief Executive O#ficand our Chief Financial Officer, that the matkweakness described above has been
remediated, and such disclosure controls and ptwesdvere effective as of the end of the periodeoed by this report.

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 decisic-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 designbd effective under circumstances where
they should reasonably be expected to operatetiec 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.

PART Il OTHER INFORMATION
ltem 1. Legal Proceeding

Refer to the information provided in Note 12 to tiwges to the condensed consolidated financiadmsiants presented in Item 1 of Part | of
this report.

Iltem 1A. Risk Factors

In addition to the other information set forth imstreport, you should carefully consider the festtiscussed in Part I, “ltem 1A. Risk
Factors” in our Annual Report, each of which comdterially affect our business, financial conditmmoperating results. These described risks
are not the only risks facing us. Additional risiced uncertainties not known to us or that we deebretimmaterial also may materially
adversely affect our business, financial conditoperating results.

Item 2.  Unregistered Sales of Equity Securities and Use Bfoceed:

During the quarter ended June 30, 2012 , we repgszhshares of our common stock as follows.

Total number of Maximum
shares purchased number of shares
as part of that may yet be
Total number of publically purchased under
shares purchased Average price  announced plans the plans or
Period @) paid per share or programs programs
April 1-30, 2012 1,49¢ $ 3.4¢ — —_
May 1-31, 2012 14,29¢ 3.6¢ — —
June 1-30, 2012 = — = =
Total 15,79t g 3.6¢€ — —

(1) The total number of shares purchased consigisares surrendered to us to pay the tax withihglobligations of participants in connect
with the lapsing of restrictions on restricted &toaits.
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Item 6.  Exhibits
(@) Exhibits

Exhibit No. Document

10.21.3 Assignment and Assumption Agreement, dated Apra@®,2, between Mueller Water Products, Inc. andddnStates Pipe
and Foundry Company, LLC. Incorporated by referandexhibit 10.21.3 to Mueller Water Products, Iform 8-K (File
no. 001-32892) filed on April 4, 2012.

31.1* Certification of Chief Executive Officeursuant to Section 302 of the Sarbanes-Oxley A2062.

31.2* Certification of Chief Financial Officer pursuawt $ection 302 of the Sarbanes-Oxley Act of 2002.

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

32.2* Certification of Chief Financial Officer pursuawt $ection 906 of the Sarbanes-Oxley Act of 2002.

101*

The following financial information from the Quartie Report on Form 10-Q for the quarter ended Bhe2012, formatted
in XBRL (Extensible Business Reporting Languag@)the Condensed Consolidated Balance Sheetshé¢iiCondensed
Consolidated Statements of Operations, (iii) thedsmsed Consolidated Statements of StockholdetstyE¢v) the
Condensed Consolidated Statements of Cash Flodgyvathe Notes to Condensed Consolidated Finastatements.
Filed with this quarterly report

SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causisdéport to be signed on its behall
the undersigned thereunto duly authorized.

Date:

MUELLER WATER PRODUCTS, INC.

August 9, 2012 By: /s/ Evan L. Hart

Evan L. Hart
Chief Financial Officer
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Exhibit 31.1

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

I, Gregory E. Hyland, certify that:

1.
2.

I have reviewed this Quarterly Report on FofrQlof Mueller Water Products, In

Based on my knowledge, this report does notatemny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in lightafircumstances under which such statementsmwade, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statememd other financial information included in théport, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods
presented in this report;

The registrant’s other certifying officer(s)dahare responsible for establishing and maintgimisclosure controls and
procedures (as defined in Exchange Act Rules 13a)}Hhd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)1%gr the registrant and have:

a) Designed such disclosure controls and procsdarecaused such disclosure controls and procedoifee designed
under our supervision, to ensure that materialrinédion relating to the registrant, including itshsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being prepared,;

b) Designed such internal control over financédarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readeregsurance regarding the reliability of financegorting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registradisslosure controls and procedures and presenttsi report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by
this report based on such evaluation; and

d) Disclosed in this report any change in thestegnt’s internal control over financial reporting thatooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to evally affect, the registrant’s internal contrees financial
reporting; and

The registrant’s other certifying officer(s)daihhave disclosed, based on our most recent el@tuaf internal control over
financial reporting, to the registrant’s auditor&lahe audit committee of registramtoard of directors (or persons perforn
the equivalent functions):

a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; and

b) Any fraud, whether or not material, that invedumanagement or other employees who have a siniifiole in the
registrant’s internal control over financial repogt

Dated: August 9, 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 Quarterly Report on FofrQlof Mueller Water Products, In

Based on my knowledge, this report does notatemny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in lightafircumstances under which such statementsmwade, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statememd other financial information included in théport, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods
presented in this report;

The registrant’s other certifying officer(s)dahare responsible for establishing and maintgimisclosure controls and
procedures (as defined in Exchange Act Rules 13a)}Hhd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)1%gr the registrant and have:

a) Designed such disclosure controls and procsdarecaused such disclosure controls and procedoifee designed
under our supervision, to ensure that materialrinédion relating to the registrant, including itshsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being prepared,;

b) Designed such internal control over financédarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readeregsurance regarding the reliability of financegorting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registradisslosure controls and procedures and presenttsi report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by
this report based on such evaluation; and

d) Disclosed in this report any change in thestegnt’s internal control over financial reporting thatooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to evally affect, the registrant’s internal contrees financial
reporting; and

The registrant’s other certifying officer(s)daihhave disclosed, based on our most recent el@tuaf internal control over
financial reporting, to the registrant’s auditor&lahe audit committee of registramtoard of directors (or persons perforn
the equivalent functions):

a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; and

b) Any fraud, whether or not material, that invedumanagement or other employees who have a siniifiole in the
registrant’s internal control over financial repogt

Dated: August 9, 2012

/s/ 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
The certification set forth below is being subndtta connection with the Quarterly Report on For®Q of Mueller Water Products, Inc.
(the “Report”) for the purpose of complying with lRd.3a-14(b) or Rule 15d-14(b) of the Securitieslange Act of 1934 (the "Exchange
Act") and Section 1350 of Chapter 63 of Title 18t United States Code.
I, Gregory E. Hyland, Chief Executive Officer of lglier Water Products Inc., certify that, to thetbwsany knowledge:

(1) The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeoh 1934; an

(2) The information contained in the Report faphgsents, in all material respects, the finarmaldition and results of operations of the
Mueller Water Products, Inc..

Dated: August 9, 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

The certification set forth below is being subndtie connection with the Quarterly Report on FordaQ of Mueller Water Products, Ir
(the “Report”) for the purpose of complying with lRd 3a-14(b) or Rule 15d-14(b) of the Securitiesliange Act of 1934 (the "Exchange
Act") and Section 1350 of Chapter 63 of Title 18hé United States Code.

I, Evan L. Hart, Senior Vice President and Chiefdricial Officer of Mueller Water Products Inc.,tifgrthat, to the best of my
knowledge:

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

(2) The information contained in the Report faphgsents, in all material respects, the finanmaldition and results of operations of
Mueller Water Products, Inc.

Dated: August 9, 2012

/s/ Evan L. Hart

Evan L. Hart,
Senior Vice President and Chief Financial Officer



