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Our Mission

Founded

Headquarters

Our Corporate
Strategy

Our Brands

Watts Water Technologies, Inc.

R

Our strategy focuses on 
5 key pillars:

1. Growth

2. Operational Excellence

3. Commercial Excellence

4. One Watts

5. Talent & Performance Culture

To improve comfort, safety, and quality of life for people around the 

world through our expertise in a wide range of water technologies. 

To be the best in the eyes of our associates, customers, and share-

holders.

1874  
by Joseph Watts
Lawrence, MA

Americas & Corporate Headquarters:
North Andover,  
Massachusetts, USA 

European Headquarters:
Amsterdam, Netherlands 

Asia-Pacific, Middle East &  
Africa Headquarters:
Shanghai, China
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2016

Regions

3 Focus Areas

Patents

Solutions for:

Our Customers

• Plumbing & Flow Control

• HVAC

• Water Reuse & Drainage

• Water Quality & Conditioning

• Municipal Waterworks

Our solutions offer customers benefits
in 3 key areas: 

1. Safety & Regulation

2. Energy Efficiency

3. Water Conservation

We have over 4,800 employees on 

5 continents, located in more than 

24 countries, and they collectively 

speak more than 18 languages.

We are a dynamic global organization that provides the world 

with water and gas products that contribute to energy 

efficiency, improved safety, and the conservation of water. Our 

products control the flow of water into, throughout, and exiting 

some of the world’s largest skyscrapers and hotel chains. 

Renowned professional sports stadiums use our radiant

heating technology to keep their outdoor field turf warm. 

Leading brands in the restaurant industry rely on our 

water heaters, gas solutions, and drains to ensure

their kitchens run safely and smoothly. Our resi-

dential applications protect homes from gas 

leaks and water scalding, and provide families 

with clean drinking water. We remain true to 

our roots, keeping residential properties 

safe with pressure regulation solutions 

and backflow preventers. Our 4,800 

employees are keenly aware of this. 

They are incredibly proud because 

our products and services directly 

improve the comfort, safety, 

and quality of life for people 

around the world.

• Contractors/Installers

• Wholesalers

• Engineers/Designers

• OEMs

• Consumers

• Facility Managers/Owners

Watts has a portfolio 

of over 400 issued 

patents worldwide

Watts At  a Glance
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For further discussion of “adjusted operating mar-
gin,” “adjusted earnings per share,” and “free cash 
flow,” which are non-GAAP financial measures, and 
the comparable GAAP measures, see the section 
titled “Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” in 
our Form 10-K included in this Annual Report to 
Shareholders.

Robert J. Pagano, Jr., Chief Executive Officer and President; Todd 
A. Trapp, Chief Financial Officer; Photographed in the Watts® WorksSM 

Learning Center in North Andover, Massachusetts.
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To Our Shareholders

In 2017, Watts successfully executed on its operational and financial commitments. We delivered 
record financial performance and completed our planned transformation efforts in the Americas, Asia, 
and Europe.  We made strong progress in 2017, and we believe our collective efforts have positioned 

our Company well for future growth.  

2017 Financial Highlights
Sales for the full year were $1.46 billion, up $58 million, or 4 percent, on a reported basis, primarily 

driven by acquired sales of $47 million.  Organic sales contributed $7 million and other net movements, 
primarily positive foreign currency, contributed $4 million.  

Organically, sales in the Americas and Europe each increased approximately 1 percent, while sales 
in Asia-Pacific, Middle East and Africa (APMEA) were down 5 percent.  Planned product rationalization 
negatively impacted APMEA’s organic sales growth by 10 percent.  

We delivered an adjusted operating margin of 11.9 percent, a record result for the Company and 
in line with our expectations. And we increased our adjusted operating margin while still making key 
investments in sales and marketing, research and development, and information technology. Adjusted 
Earnings Per Share (EPS) of $3.02, another record for the Company, increased 13 percent driven by strong 
operations.  

Free cash flow continued to be a good story for us. In 2017, free cash flow approximated $127 million, 
a 24 percent increase year over year.  We continued to invest in new plant and equipment to help 
drive productivity and efficiencies throughout the organization. We also continued to drive innovation 
through new product development. 

2017

Total Net Sales Adjusted Operating Margin Adjusted Earnings Per Share
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2017
Focus on Customers

In 2017, we advanced efforts to meet customer needs through expanded training programs, which 
provide channel partners, sales representatives, and employees with valuable knowledge and experi-
ence with our products and services.

Two years ago, we opened a world-class Watts® WorksTM Learning Center in North Andover, 
Massachusetts.  Since that time, we’ve opened or upgraded learning centers in multiple sites across the 
world, expanding the program well beyond our corporate headquarters. We standardized training tools 
and added online e-learning courses to complement the learning centers. In North America alone in 
2017, we trained over 12,000 people in-person and online. Both programs provide us with valuable Voice 
of Customer (VOC) feedback that we incorporate into our new product development efforts. 

Driving Profitable Growth 
Whether creating a new product, introducing an existing one into a new market, or expanding geo-

graphically, we continued to drive for profitable growth during 2017. In mid-2017, we introduced a new 
gas safety product called SmartSense™ for use with gas appliance connectors. Compatible with most 
residential gas appliances, it helps protect against excessive gas leaks, fires, and explosions.

IntelliStation®, a smart hot water mixing and recirculating system for commercial and institutional 
facilities, continued to perform well after its introduction in 2016. 

Geographically, we entered new markets in South Korea and Latin America.  We are excited about the 
potential for future growth as we begin to introduce our broad-based product portfolio to these new 
regions. 

Driving Operational Excellence 
Safety is paramount to our commitment to operational excellence, and we have enjoyed significant 

improvements over the past two years. In 2017, our performance was relatively stable.  We firmly believe 
that one injury or accident is one too many, and will look to improve in this key area in 2018.

We’re excited to report that – as promised – we completed the second and final phase of our Americas 

A safety stand-down at the 
Groveport, OH facility.

  A manufacturing milestone at Dormont.The Benchmark® Platinum 
from AERCO.
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transformation in 2017. Phase two addressed our infrastructure requirements to support a streamlined 
product portfolio.  As a result, we became more flexible to customer shipping requirements, improved 
our planning process, and created savings by reducing redundancies. 

Finally, we are in the early stages of our lean journey, which we expect will become a greater area of 
focus in 2018 and beyond.   

Building a “One Watts” Culture 
We made great progress in 2017 in our ongoing efforts to foster a One Watts culture. 
In the spring, we launched our first-ever global Employee Engagement Survey, which saw an over 90 

percent response rate.  In general, an 80 percent response rate is considered “best in class,” so we were 
thrilled that so many of our employees took the time to offer their feedback.  

In the fall, over 50 employees representing all regions and platforms gathered in North Andover for 
our third annual Innovation Summit.  The meeting, which focused on an initiative to develop smart and 
connected products, was our largest and most diverse one yet.

In 2018, we will continue to build upon these initiatives, and many others, to drive a One Watts culture 
to clearly connect our brands and leverage our collective strength. 

Corporate Social Responsibility 
Watts has a deep and longstanding commitment to corporate social responsibility through our efforts 

to give back to the communities we serve and to protect the environment. 
In 2017, we entered our second year in partnership with Planet Water Foundation, a U.S.-based non-

profit organization that works to bring clean water to the world’s most disadvantaged communities. 
Watts funded and assisted with the installation of five water filtration systems in Indonesia, India, the 
Philippines and Puerto Rico.  We are particularly proud of our efforts in Puerto Rico, as we responded 
immediately after the devastation left by Hurricane Maria and helped fund the installation of two towers.  

In response to the myriad of natural disasters that hit the U.S., Mexico, and Puerto Rico in 2017, 

         Opening our new facility in South Korea. As part of our expansion into Latin America, our new sales team 
exhibited at AquaTech in Mexico City.

PVI facility in Fort Worth, TX, where commercial 
water heaters are manufactured.
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we launched a company donation match program with our employees.  Together, we raised tens of 
thousands of dollars for the American Red Cross. Our local sites continued to support a variety of legacy 
philanthropic projects that included work with Habitat for Humanity, Toys for Tots, and many more.  

As a global leader in water technologies, we understand our role to help sustain a clean and healthy 
environment for future generations. In 2017, we launched a Sustainability Report, which details our com-
mitment to Environmental, Social, and Governance (ESG) issues.  Feedback from the report has been 
very positive.  

Moving Forward 
We made substantial progress in our journey to become a leaner, more customer-centric organization. 

We delivered on our 2017 promises to successfully complete the transformation initiatives, maintain a 
customer focus, and continue to invest for future growth while delivering on our financial commitments. 

Now that our foundation is stable, we can dedicate more time to customers, new channel develop-
ment, and product innovation, which all lead to growth.  Additionally, we are focused on reducing waste 
through continuous improvement and optimizing benefits associated with the U.S. tax law changes. 
We are confident that our team will continue to execute and deliver as we look forward to another excit-
ing year at Watts Water Technologies. 

Chief Executive Officer and President 

2017

Installing AquaTowers in (left to right) Indonesia, India, the Philippines, and Puerto Rico.
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BUSINESS. 
 
This Annual Report on Form 10-K contains statements that are not historical facts and are considered forward-looking 
within the meaning of the Private Securities Litigation Reform Act of 1995. These forward-looking statements contain 
projections of our future results of operations or our financial position or state other forward-looking information. In 
some cases you can identify these forward-looking statements by words such as “anticipate,” “believe,” “could,” 
“estimate,” “expect,” “intend,” “may,” “should,” and “would” or similar words. You should not rely on 
forward-looking statements because they involve known and unknown risks, uncertainties and other factors, some of 
which are beyond our control. These risks, uncertainties and other factors may cause our actual results, performance or 
achievements to differ materially from the anticipated future results, performance or achievements expressed or implied 
by the forward-looking statements. Some of the factors that might cause these differences are described under Item 1A—
“Risk Factors.” You should carefully review all of these factors, and you should be aware that there may be other 
factors that could cause these differences. These forward-looking statements were based on information, plans and 
estimates at the date of this report, and, except as required by law, we undertake no obligation to update any 
forward-looking statements to reflect changes in underlying assumptions or factors, new information, future events or 
other changes.

Overview 
 



Products 
 

•

•

•

•

Commercial and Operational Excellence 
 



Customers and Markets 
 

Wholesalers.

OEMs.

Specialty. 

DIY Chains.

Marketing and Sales 
 

 
Manufacturing 
 



Raw Materials 
 

Code Compliance 
 



New Product Development and Engineering 
 

Competition 
 

Backlog 
 

Employees 
 

Product Liability, Environmental and Other Litigation Matters 
 

Contingencies 
 
Connector Class Actions 
 



Environmental Remediation 
 

Asbestos Litigation 
 

Other Litigation 
 

Available Information 
 

www.wattswater.com



Executive Officers and Directors 
 

Robert J. Pagano, Jr.

Todd A. Trapp



Jennifer L. Congdon

Kenneth R. Lepage

Elie A. Melhem

Munish Nanda

Robert L. Ayers

Christopher L. Conway

David A. Dunbar



Jes Munk Hansen

W. Craig Kissel

Joseph T. Noonan

Merilee Raines

Joseph W. Reitmeier



RISK FACTORS. 
 
Economic cycles, particularly those involving reduced levels of commercial and residential starts and remodeling, 
may have adverse effects on our revenues and operating results. 
 

We face intense competition and, if we are not able to respond to competition in our markets, our revenues and 
profits may decrease. 
 

Changes in the costs of raw materials could reduce our profit margins. Reductions or interruptions in the supply of 
components or finished goods from international sources could adversely affect our ability to meet our customer 
delivery commitments. 
 



We are subject to risks associated with changing technology, manufacturing techniques, distribution channels and 
business continuity, which could place us at a competitive disadvantage. 
 

Changes in regulations or standards could adversely affect our business. 
 

Implementation of our acquisition strategy may not be successful, which could affect our ability to increase our 
revenues or our profitability. 
 

•

•

•

•

•

•

•



We are subject to risks related to product defects, which could result in product recalls and could subject us to 
warranty claims in excess of our warranty provisions or which are greater than anticipated due to the 
unenforceability of liability limitations. 

We face risks from product liability and other lawsuits, which may adversely affect our business. 
 

Economic and other risks associated with international sales and operations could adversely affect our business and 
future operating results. 
 

•

•

•

•

•

•



•

•

•

Our ability to achieve savings through our restructuring and business transformation activities may be adversely 
affected by management’s ability to fully execute the plans as a result of local regulations, geo-political risk or other 
factors within or beyond the control of management. 

Our operating results could be negatively affected by changes in tax rates, the adoption of new tax legislation, or 
exposure to additional tax liabilities. 
 



We are currently a decentralized company, which presents certain risks. 
 

Our business and financial performance may be adversely affected by information technology and other business 
disruptions. 
 

The requirements to evaluate goodwill, indefinite-lived intangible assets and long-lived assets for impairment may 
result in a write-off of all or a portion of our recorded amounts, which would negatively affect our operating results 
and financial condition. 
 

The loss or financial instability of major customers could have an adverse effect on our results of operations. 
 



Certain indebtedness may limit our ability to pay dividends, incur additional debt and make acquisitions and other 
investments. 
 

One of our stockholders can exercise substantial influence over our Company. 
 

Conversion and sale of a significant number of shares of our Class B common stock could adversely affect the market 
price of our Class A common stock. 
 

UNRESOLVED STAFF COMMENTS. 
 

PROPERTIES. 
 



LEGAL PROCEEDINGS. 
 



MINE SAFETY DISCLOSURES. 
 

MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND 
ISSUER PURCHASES OF EQUITY SECURITIES. 

 



Performance Graph 



The above Performance Graph and related information shall not be deemed “soliciting material” or to be 
“filed” with the Securities and Exchange Commission, nor shall such information be incorporated by reference into any 
future filing under the Securities Act of 1933 or Securities Exchange Act of 1934, each as amended, except to the extent 
that we specifically incorporate it by reference into such filing. 



SELECTED FINANCIAL DATA. 
 



MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS. 

 

•

•

•

•







Year Ended December 31, 2017 Compared to Year Ended December 31, 2016 
 
Net Sales.



Gross Profit.

Selling, General and Administrative Expenses.

Restructuring.



Goodwill and Other Long-Lived Asset Impairment Charges.

Gain on disposition.

Operating Income (Loss).

Interest Expense.

Other expense (income), net.

Income Taxes.



Net Income (Loss).

Year Ended December 31, 2016 Compared to Year Ended December 31, 2015 
 
Net Sales.



Gross Profit.

Selling, General and Administrative Expenses.



Restructuring.

Goodwill and Other Long-Lived Asset Impairment Charges.

Gain on disposition.

Operating Income (loss).



Interest Expense.

Other income, net.

Income Taxes.

Net Income (loss).



Liquidity and Capital Resources 
 
2017 Cash Flows 
 

 

 



Covenant compliance



2016 Cash Flows 

2015 Cash Flows 
 

Non-GAAP Financial Measures 
 



         Operating margin % 11.1%  10.4% 
 

     Adjusted operating margin % 11.9%  11.4% 
    

 
    

   
 

    







Revenue recognition 
 

Inventory valuation 
 

Goodwill and other intangibles 
 



•

•

•

•



Product liability 
 

Legal contingencies 
 

Income taxes 
 



New Accounting Standards 
 

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK. 
 



FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA. 
 

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL 
DISCLOSURE. 

 

CONTROLS AND PROCEDURES. 
 



OTHER INFORMATION. 



DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE. 
 

www.wattswater.com

EXECUTIVE COMPENSATION. 
 

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND 
RELATED STOCKHOLDER MATTERS. 

 



Securities Authorized for Issuance Under Equity Compensation Plans 
 

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE. 
 

PRINCIPAL ACCOUNTANT FEES AND SERVICES. 
 

EXHIBITS AND FINANCIAL STATEMENT SCHEDULES. 
 
(a)(1) Financial Statements 
 



(a)(2) Schedules 
 

(a)(3) Exhibits 

FORM 10-K SUMMARY. 
 



Opinions on the Consolidated Financial Statements and Internal Control Over Financial Reporting  

Internal Control – Integrated Framework (2013)

Internal Control – Integrated 
Framework (2013)

Basis for Opinions  

Definition and Limitations of Internal Control Over Financial Reporting  















Principles of Consolidation 
 

Cash Equivalents 
 

Allowance for Doubtful Accounts 
 

Concentration of Credit 
 

Inventories 
 

Goodwill and Other Intangible Assets 



Long-Lived Assets

Property, Plant and Equipment 
 

Taxes, Other than Income Taxes 
 

Income Taxes 
 



Foreign Currency Translation 

Stock-Based Compensation 
 



Net Income (Loss) Per Common Share 
 

Financial Instruments 
 



Fair Value Measurements 
 

Shipping and Handling 
 

Research and Development 
 

Revenue Recognition 
 

Basis of Presentation 
 

 



Estimates 
 

 
Recently Adopted Accounting Standards 
 

• 

• 

• 

 
Accounting Standards Updates 
 





2015 Actions 
 



Other Actions 
 



Gain on Sale of China Operating Subsidiary 
 

 
Sale of Certain Americas Product Lines 

PVI Industries, LLC 
 



 
Watts Korea 



 
Apex Valves Limited 

Goodwill 



Long-Lived Assets







Toll Tax 
 



Deferred Tax Remeasurement 
 

Tax on Foreign Earnings 









2004 Stock Incentive Plan 
 



Management Stock Purchase Plan 
 





Accrual and Disclosure Policy 
 



Connector Class Actions 
 



Product Liability 
 

Environmental Remediation 
 

Chemetco, Inc. Superfund Site, Hartford, Illinois 



Asbestos Litigation 
 

Other Litigation 
 

Fair Value 
 

Financial Instruments 
 





Interest Rate Swaps 

Non-Designated Cash Flow Hedge 



Leases 
 



















Chief Executive Officer and President



This Annual Report contains “forward-looking” statements within the meaning of the Private Securities Litigation 
Reform Act of 1995. All statements that relate to prospective events or developments are forward-looking statements. 
Also, words such as “intend,” “believe,” “anticipate,” “plan," “expect,” and similar expressions identify forward-looking state-
ments. We cannot assure investors that our assumptions and expectations will prove to have been correct. There are 
a number of important factors that could cause our actual results to differ materially from those indicated or implied 
by forward-looking statements. These factors include, but are not limited to, those set forth in the section titled “Risk 
Factors” in our Annual Report on Form 10-K for the year ended December 31, 2017, included in this Annual Report. Ex-
cept as required by law, we undertake no intention or obligation to update or revise any forward-looking statements, 
whether as a result of new information, future events, or otherwise.

For more information on Watts Water 
Technologies, visit our investor website
by scanning the QR code below or visiting 
WattsWater.com/Investors.

Global
Management Team
Robert J. Pagano, Jr.
Chief Executive Officer and President

Jennifer L. Congdon
Chief Human Resources Officer

James F. Dagley
President,
Heating & Hot Water Solutions

Kenneth R. Lepage
General Counsel,
Executive Vice President and Secretary

Elie A. Melhem
President,
Asia-Pacific, the Middle East, and Africa

Munish Nanda
President,
Americas and Europe

Ram Ramakrishnan
Executive Vice President,
Strategy and Business Development

Todd A. Trapp
Chief Financial Officer

Robert L. Ayers
Director

Christopher L. Conway
Director

David A. Dunbar
Director

Louise K. Goeser
Director

Jes Munk Hansen
Director

W. Craig Kissel
Chairman of the Board and Director

Joseph T. Noonan
Director

Robert J. Pagano, Jr.
Director

Merilee Raines
Director

Joseph W. Reitmeier
Director

Corporate  
Information

Executive Offices
815 Chestnut Street
North Andover, MA 01845-6098
Tel: (978) 688-1811

Registrar and Transfer Agent
Broadridge Corporate Issuer Solutions, Inc.
P.O. Box 1342
Brentwood, NY  11717
Tel: (877) 830-4936

Auditors
KPMG LLP
Two Financial Center
60 South Street
Boston, MA 02111
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New York Stock Exchange
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