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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES
STATEMENTS OF CONSOLIDATED INCOME AND COMPREHENSIVE INCOME (UNAUDITED)
Thousands of dollars, except per share data

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013

Net sales $ 3,042,99 $ 2,713,88! $ 5,409,55 $ 4,881,05
Cost of goods sold 1,633,34. 1,480,31! 2,933,99 2,684,62
Gross profit 1,409,65: 1,233,57! 2,475,55 2,196,43

Percent to net sales 46.3% 455 % 45.8% 45.0%
Selling, general and administrative expenses 969,18: 837,12 1,853,27. 1,615,80:

Percent to net sales 31.8% 30.8% 34.3% 33.1%
Other general expense - net 77C 48t 19¢ 4,43
Interest expense 16,37 15,06¢ 32,76¢ 30,38(
Interest and net investment income (757) (69¢) (1,346 (1,445
Other (income) expense - net (5,149 71% (4,649 (2,000
Income before income taxes 429,23( 380,88 595,30 549,26¢
Income taxes 137,78 123,59° 188,40: 175,79¢
Net income $ 291,44 $ 257,28 $ 406,90« $ 373,47
Net income per common share:

Basic $ 3.0C $ 2.51 $ 4.1¢ $ 3.6

Diluted $ 2.94 $ 2.4¢ $ 4.0¢€ $ 3.57
Average shares outstanding - basic 96,599,86 101,665,73 97,716,53 101,813,39
Average shares and equivalents outstanding - dilute 98,541,90 103,896,78 99,688,55 104,031,71
Comprehensive income $ 305,17¢ $ 213,28 $ 412,43: $ 330,87:

See notes to condensed consolidated financial statements.




THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (UNAUDITED)

Thousands of dollars

Assets
Current assets:
Cash and cash equivalents
Accounts receivable, less allowance
Inventories:
Finished goods

Work in process and raw materials

Deferred income taxes
Other current assets
Total current assets
Goodwill
Intangible assets
Deferred pension assets
Other assets
Property, plant and equipment:
Land
Buildings
Machinery and equipment

Construction in progress

Less allowances for depreciation

Total Assets

Liabilities and Shareholders’ Equity
Current liabilities:

Short-term borrowings

Accounts payable

Compensation and taxes withheld

Accrued taxes

Current portion of long-term debt

Other accruals

Total current liabilities

Long-term debt
Postretirement benefits other than pensions
Other long-term liabilities
Shareholders’ equity:

Common stock—$1.00 par value:

97,787,954, 100,129,380 and 102,683,128 sharemndisg at

June 30, 2014, December 31, 2013 and June 30, B8 ctively
Preferred stock—convertible, no par value:

5,722, 40,406 and 68,049 shares outstanding at3lyr014,

December 31, 2013 and June 30, 2013, respectively

Unearned ESOP compensation
Other capital

Retained earnings

June 30, December 31, June 30,
2014 2013 2013

267,19¢ $ 744,88¢ 741,08
1,402,80: 1,097,75 1,299,67'
892,48t 779,05 809,58t
198,69 191,75¢ 175,25¢
1,091,18: 970,81! 984,84
102,73: 104,49¢ 129,73.
244,20: 240,76t 187,09¢
3,108,11: 3,158,71 3,342,43!
1,174,65 1,178,68 1,171,50:
306,98! 313,29¢ 311,94
304,58: 302,44¢ 250,98¢
440,36! 407,97! 379,43¢
131,23 125,13: 99,57¢
711,07¢ 715,09¢ 718,01!
1,916,10: 1,838,59! 1,812,54.
40,31 62,56 39,08%
2,798,72! 2,741,38I 2,669,22:
1,792,43: 1,719,99 1,717,03
1,006,291 1,021,38: 952,19:
6,341,000 $ 6,382,50 6,408,50:
64,73¢ $ 96,55 50,66¢
1,244,57. 998,48 1,117,45
264,65: 337,63 218,63:
190,36¢ 79,50 170,44
502,12¢ 502,94¢ 2,63
458,82t 513,43: 407,67(
2,725,28 2,528,55 1,967,50!
1,122,42 1,122,37: 1,631,95.
272,09! 268,87: 320,21¢
696,24. 688,16¢ 621,29¢
114,00: 112,90: 112,45.
5,722 40,40¢ 68,04¢
(5,727) (40,406 (68,049
1,980,76! 1,847,80 1,773,06!
2,072,11 1,774,05! 1,496,63!



Treasury stock, at cost
Cumulative other comprehensive loss
Total shareholders' equity

Total Liabilities and Shareholders’ Equity

See notes to condensed consolidated financial statements.

(2,326,40) (1,639,17) (1,101,63)

(315,51 (321,049 (412,990
1,524,95' 1,774,53! 1,867,53
6,341,000 $ 6,382,50 $ 6,408,50.




THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES

CONDENSED STATEMENTS OF CONSOLIDATED CASH FLOWS (UNAUDITED)

Thousands of dollars

OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net opegatiash:
Depreciation
Amortization of intangible assets
Stock-based compensation expense
Provisions for qualified exit costs
Provisions for environmental-related matters
Defined benefit pension plans net cost
Net increase in postretirement liability
Other
Change in working capital accounts - net
Costs incurred for environmental-related matters
Costs incurred for qualified exit costs
Other
Net operating cash

INVESTING ACTIVITIES
Capital expenditures
Acquisitions of businesses, net of cash acquired
Proceeds from sale of assets
Increase in other investments
Net investing cash

FINANCING ACTIVITIES
Net decrease in short-term borrowings
Payments of long-term debt
Payments of cash dividends
Proceeds from stock options exercised
Income tax effect of stock-based compensation é&es@nd vesting
Treasury stock purchased
Other
Net financing cash

Effect of exchange rate changes on cash

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of period

Income taxes paid
Interest paid

See notes to condensed consolidated financial statements.

Six Months Ended

June 30, June 30,
2014 2013

406,90: $ 373,47.
83,51 78,30:
15,14¢ 14,12
29,56: 23,971
9,43¢ 367
(17%) 1,76¢
3,62¢ 9,97¢
2,97( 1,80(
3,10C 1,415
(202,06 (195,32)
(4,95E) (6,892)
(3,877 (5,955
(11,606 5,03¢
331,58( 302,07"
(66,870) (72,126
(5,000

373 2,58¢
(17,489 (52,859
(83,985 (127,39
(31,92Y (17,409
(752) (949)
(108,836 (103,300
59,44 40,62:
45,25 35,65¢
(665,497 (232,52)
(23,35 (18,855
(725,669 (296,75
37¢ 57C
(477,69) (121,506
744,88¢ 862,59(
267,19t $ 741,08
33,99 $ 34,66¢
33,89 30,94:




THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)

Periods ended June 30, 2014 and 2013

NOTE 1—BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitit U.S. generally accepted
accounting principles (GAAP) for interim financiaformation and the instructions to Form 10-Q. Actingly, they do not include all of the
information and footnotes required by U.S. GAAP domplete financial statements. In the opinion ahagement, all adjustments (consis
of normal recurring accruals) considered necedearg fair presentation have been included.

There have been no significant changes in criicabunting policies since December 31, 2013 . Aoting estimates were revised as
necessary during the first six months of 2014 basedew information and changes in facts and cigtantes. Certain amounts in the 2013
condensed consolidated financial statements hase feelassified to conform to the 2014 presentation

The Company primarily uses the last-in, first-dutHO) method of valuing inventory. An actual valigex of inventory under the LIFO
method can be made only at the end of each yeadlmsthe inventory levels and costs at that tiseeordingly, interim LIFO calculations
are based on management’s estimates of expecte@nyeééanventory levels and costs are subject tdittad year-end LIFO inventory
valuation. In addition, interim inventory levellnde management’s estimates of annual invent@sel® due to shrinkage and other factors.
The final year-end valuation of inventory is basadan annual physical inventory count performednduthe fourth quarter. For further
information on inventory valuations and other maiteefer to the consolidated financial statemants footnotes thereto included in the
Company’s Form 10-K for the year ended Decembef313 .

The consolidated results for the three and six hwahded June 30, 2014 are not necessarily indicatithe results to be expected for the
year endin(December 31, 2014 .

NOTE 2—IMPACT OF RECENTLY ISSUED ACCOUNTING PRONOUN CEMENTS

In May 2014, the Financial Accounting Standardsf@q&ASB) issued Accounting Standards Update (ARUY)2014-09, "Revenue
Recognition - Revenue from Contracts with Custofievkich is a comprehensive revenue recognitiondsed that will supersede nearly all
existing revenue recognition guidance under U.SABAThe standard is effective for interim and anméaiods beginning after December
15, 2016, and either full retrospective adoptiomadified retrospective adoption is permitted. Thmmpany is in the process of evaluating
the impact of the standard.

NOTE 3—DIVIDENDS

Dividends paid on common stock during each of st fwo quarters of 2014 and 2013 were $.55 parnon share and $.50 per common
share, respectively.




NOTE 4—CHANGES IN CUMULATIVE OTHER COMPREHENSIVE LO SS
The following tables summarize the changes in Catiud other comprehensive loss for the six monttted June 30, 2014 and 2013 :

(Thousands of dollars)

Net Actuarial
(Losses) Gains and
Prior Service Costs  Unrealized Net Total Cumulative

Foreign Currency Recognized for Gains (Losses) on Other

Translation Employee Benefit  Available-for-Sale Comprehensive

Adjustments Plans Securities (Loss) Income
Balance at December 31, 2013 $ (250,94) $ (70,61) $ 50¢ $ (321,044
Other comprehensive income (loss) before reclassifins® 4,612 (570 51€ 4,55¢
Amounts reclassified from other comprehensive inegioss)? 1,01t (45) 97C
Net other comprehensive income 4,612 44t 471 5,52¢
Balance at June 30, 2014 $ (246,33) $ (70,16 ¢ 98t $ (315,519

M Net of taxes of $244 for net actuarial losses air gervice costs recognized for employee bempddins and $(324) for unrealized net gains
on available-for-sale securities.

@Net of taxes of $(417) for net actuarial losses ok service costs recognized for employee bépkfns and $28 for realized gains on the
sale of available-for-sale securities.

(Thousands of dollars)

Net Actuarial
(Losses) Gains and
Prior Service Costs  Unrealized Net Total Cumulative

Foreign Currency Recognized for Gains (Losses) on Other

Translation Employee Benefit  Available-for-Sale Comprehensive

Adjustments Plans Securities (Loss) Income
Balance at December 31, 2012 $ (204,19) $ (166,59) $ 401 % (370,38
Other comprehensive (loss) income before reclassifins™ (48,42)) (1,177 99 (49,499
Amounts reclassified from other comprehensive ineglmss) incomé& 6,917 19 6,89¢
Net other comprehensive income (48,42)) 5,74( 80 (42,607)
Balance at June 30, 2013 $ (252,61) $ (160,85 $ 481 $ (412,99()

M Net of taxes of $534 for net actuarial losses aiat gervice costs recognized for employee bemddits and $(62) for unrealized net gains
on available-for-sale securities.

@ Net of taxes of $(4,001) for net actuarial lossas prior service costs recognized for employee fitgplans and $12 for realized gains on
the sale of available-for-sale securities.

NOTE 5—PRODUCT WARRANTIES

Changes in the Company’s accrual for product wayrelaims during the first six months of 2014 aiid 2 , including customer satisfaction
settlements, were as follows:




(Thousands of dollars)

2014 2013
Balance at January 1 $ 26,758 % 22,71(
Charges to expense 14,44¢ 11,03
Settlements (16,35 (12,139
Balance at June 30 $ 24,85( $ 21,60:

For further details on the Company’s accrual fadorct warranty claims, see Note 1 to the Consdidi&inancial Statements in the
Company’s Annual Report on Form 10-K for the yaadlesd December 31, 2013 .

NOTE 6—EXIT OR DISPOSAL ACTIVITIES

Liabilities associated with exit or disposal adias are recognized as incurred in accordancetivmgtExit or Disposal Cost Obligations Topic
of the ASC. Qualified exit costs primarily inclugest-closure rent expenses, incremental post-aosusts and costs of employee
terminations. Adjustments may be made to liab8iteecrued for qualified exit costs if informatioadomes available upon which more
accurate amounts can be reasonably estimated. @ently, property, plant and equipment is testadrfpairment in accordance with the
Property, Plant and Equipment Topic of the ASC, imdpairment exists, the carrying value of théated assets is reduced to estimated fair
value. Additional impairment may be recorded fdoseguent revisions in estimated fair value.

In the six months ended June 30, 2014 , four siard®e Paint Stores Group, three stores in thanl&erica Coatings Group and three
facilities in the Consumer Group were closed dulewer demand or redundancy. In addition, the Gl#timishes Group exited its business in
Venezuela.

The following table summarizes the activity and a@mng liabilities associated with qualified exdsts at June 30, 2014 :

(Thousands of dollars)

Actual Adjustments to
Balance at Provisions in expenditures  prior provisions ir
December 31, Cost of goods charged to Other general  Balance at June
Exit Plan 2013 sold or SG&A accrual expense - net 30, 2014

Consumer Group facilities shutdown in 2014:
Severance and related costs $ 151 % (72) $ 1,44
Global Finishes Group exit of business in 2014:

Severance and related costs 2,50( 2,50C

Other qualified exit costs 2,022 2,022
Paint Stores Group facility shutdown in 2013:

Severance and related costs $ 971 1,79¢ (1,069) 1,70z

Other qualified exit costs 1,512 (61) 1,451
Consumer Group facilities shutdown in 2013:

Severance and related costs 59¢ 97 (382) 313
Global Finishes Group stores shutdown in 2013:

Severance and related costs 33 2 31

Other qualified exit costs 22C (44) 17¢€

Latin America Coatings Group facilities shutdown in2013:
Severance and related costs 12z (129)

Paint Stores Group stores shutdown in 2012:

Other qualified exit costs 244 (23) 221
Global Finishes Group facilities shutdown in 2012:

Severance and related costs 2,177 (1,869 314

Other qualified exit costs 83 83
Other qualified exit costs for facilities shutdownprior to 2012 1,365 (23¢) 1,127
Totals $ 582( $ 9,43¢ $ (3,87) $ — 8 11,38:

For further details on the Company’s exit or disd@tivities, see Note 5 to the Consolidated Rir@rStatements in the Company’s Annual
Report on Form 10-K for the year ended DecembeRG13 .






NOTE 7 — HEALTH CARE, PENSION AND OTHER BENEFITS

Shown below are the components of the Company’serddic benefit cost (credit) for domestic defifeenefit pension plans, foreign
defined benefit pension plans and postretirememfits other than pensions:

Postretirement

Domestic Defined Foreign Defined Benefits Other than
(Thousands of dollars) Benefit Pension Plans Benefit Pension Plans Pensions
2014 2013 2014 2013 2014 2013
Three Months Ended June 30:
Net periodic benefit cost (credit):
Service cost $ 5631 $ 5397 $ 1,54¢ $ 1,16C $ 60 $ 76€
Interest cost 6,52¢ 4,267 2,69 1,90z 3,19¢ 3,04t
Expected return on assets (12,665 (10,349 (2,740 (1,782
Amortization of;
Prior service cost (credit) 45¢ 45E (12%) (82
Actuarial loss 3,48¢ 35E 442 984
Net periodic benefit cost (credit) $ (44 $ 3,265 $ 1,851 $ 1,72 $ 3,67¢ $ 4,715
Six Months Ended June 30:
Net periodic benefit cost:
Service cost $ 11,27 $ 10,79¢ $ 3,098 % 232( % 1,217 $ 1,531
Interest cost 13,05 8,53¢ 5,38¢ 3,80¢ 6,391 6,091
Expected return on assets (25,33) (20,689 (5,480 (3,569
Amortization of;
Prior service cost (credit) 91¢ 911 (257) (164)
Actuarial loss 6,97¢ 711 884 1,967
Net periodic benefit cost (credity ~ $ (88) $ 6,53C $ 371 § 344t $ 7,351 $ 9,42t

For further details on the Company’s health caeesppn and other benefits, see Note 6 to the Ciladetl Financial Statements in the
Company’s Annual Report on Form 10-K for the yaaaled December 31, 2013 .

NOTE 8—OTHER LONG-TERM LIABILITIES

The Company initially provides for estimated castenvironmental-related activities relating topisst operations and third party sites for
which commitments or clean-up plans have been dpeel and when such costs can be reasonably edlifvated on industry standards and
professional judgment. These estimated costs aeendimed based on currently available facts regardach site. If the best estimate of costs
can only be identified as a range and no speaificuat within that range can be determined mordylikean any other amount within the
range, the minimum of the range is provided. AteJ88, 2014 , the unaccrued maximum of the estimatege of possible outcomes is $93.6
million higher than the minimum.

The Company continuously assesses its potentmlitiafor investigation and remediation-relatedigities and adjusts its environmental-
related accruals as information becomes availgide wwhich more accurate costs can be reasonalifyatetl and as additional accounting
guidelines are issued. Actual costs incurred may fram these estimates due to the inherent uriotiga involved including, among others,
the number and financial condition of parties imeal with respect to any given site, the volumetdntribution which may be attributed to
Company relative to that attributed to other parttee nature and magnitude of the wastes invobhedyarious technologies that can be used
for remediation and the determination of acceptadreediation with respect to a particular site.

Included in Other long-term liabilities at June 20,14 and 2013 were accruals for extended enviratahieclated activities of $82.7 million
and $93.8 million , respectively. Estimated codtsusrent investigation and remediation activitds515.4 million and $17.1 million are
included in Other accruals at June 30, 2014 an@ 20dspectively.

Two of the Company’s currently and formerly ownedmuafacturing sites account for the majority of élieerual for environmental-related
activities and the unaccrued maximum of the es@chaange of possible outcomes at June 30, 2014ukd 30, 2014 , $56.5 million , or 57.6
percent of the total accrual, related directlyltese two sites. In the aggregate unaccrued maxiofi®3.6 million at June 30, 2014 , $63.0
million , or 67.3 percent , related to the two mfacturing sites. While
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environmental investigations and remedial actioesadifferent stages at these sites, additiomastigations, remedial actions and
monitoring will likely be required at each site.

Management cannot presently estimate the ultimatienpial loss contingencies related to these sit@gher less significant sites until such
time as a substantial portion of the investigatibthe sites is completed and remedial action pamsieveloped. In the event any future loss
contingency significantly exceeds the current am@aorued, the recording of the ultimate liabilitgy result in a material impact on net
income for the annual or interim period during whibe additional costs are accrued. Managementrintdselieve that any potential liability
ultimately attributed to the Company for its envineental-related matters will have a material adveffect on the Company’s financial
condition, liquidity, or cash flow due to the extied period of time during which environmental inigegtion and remediation takes place. An
estimate of the potential impact on the Companparations cannot be made due to the aforementionegttainties.

Management expects these contingent environmegitetied liabilities to be resolved over an extenpedod of time. Management is unable
to provide a more specific time frame due to thdefinite amount of time to conduct investigatiotivaties at any site, the indefinite amount
of time to obtain environmental agency approvahesessary, with respect to investigation and réattied activities, and the indefinite
amount of time necessary to conduct remediationities.

For further details on the Company’s Other longrtdéiabilities, see Note 8 to the Consolidated FoianhStatements in the CompasyAnnual
Report on Form 10-K for the year ended DecembefG13 .

NOTE 9 — LITIGATION

In the course of its business, the Company is stibjea variety of claims and lawsuits, includibgt not limited to, litigation relating to
product liability and warranty, personal injury vinonmental, intellectual property, commercial, tractual and antitrust claims that are
inherently subject to many uncertainties regardirgpossibility of a loss to the Company. Thesesttainties will ultimately be resolved
when one or more future events occur or fail tauo@onfirming the incurrence of a liability or theduction of a liability. In accordance with
the Contingencies Topic of the ASC, the Companyusscfor these contingencies by a charge to inaghen it is both probable that one or
more future events will occur confirming the fatadoss and the amount of the loss can be realoaestimated. In the event that the
Company’s loss contingency is ultimately determitete significantly higher than currently accrutd recording of the additional liability
may result in a material impact on the Companyssiits of operations, liquidity or financial conditi for the annual or interim period during
which such additional liability is accrued. In tlkosases where no accrual is recorded becauseat gobable that a liability has been
incurred and the amount of any such loss canno¢dmonably estimated, any potential liability ulitely determined to be attributable to the
Company may result in a material impact on the Camg{s results of operations, liquidity or financtandition for the annual or interim
period during which such liability is accrued. hose cases where no accrual is recorded or exptuslags exists in excess of the amount
accrued, the Contingencies Topic of the ASC regudisclosure of the contingency when there is aaeable possibility that a loss or
additional loss may have been incurred.

Lead pigment and lead-based paint litigationThe Company’s past operations included the manufaend sale of lead pigments and lead-
based paints. The Company, along with other congsars and has been a defendant in a number dfdemzeedings, including individual
personal injury actions, purported class actiond,actions brought by various counties, citiespstiistricts and other government-related
entities, arising from the manufacture and sallead pigments and lead-based paints. The plaintitiéms have been based upon various
legal theories, including negligence, strict lithjlbreach of warranty, negligent misrepresentatiand omissions, fraudulent
misrepresentations and omissions, concert of aatieih conspiracy, violations of unfair trade ptige and consumer protection laws,
enterprise liability, market share liability, publuisance, unjust enrichment and other theories.plaintiffs seek various damages and relief,
including personal injury and property damage, £osfating to the detection and abatement of lees paint from buildings, costs
associated with a public education campaign, médicaitoring costs and others. The Company hasltadsm a defendant in legal
proceedings arising from the manufacture and dat@w-lead-based paints that seek recovery basaa various legal theories, including the
failure to adequately warn of potential exposurketal during surface preparation when using nod-lesed paint on surfaces previously
painted with lead-based paint. The Company belithvaisthe litigation brought to date is without her subject to meritorious defenses and
is vigorously defending such litigation. The Compéras not settled any lead pigment or Ibaded paint litigation. The Company expects
additional lead pigment and lead-based paint libgamay be filed against the Company in the fusserting similar or different legal
theories and seeking similar or different typedamages and relief.

Notwithstanding the Compa’s views on the merits, litigation is inherentlybgect to many uncertainties, and the Company utéitganay

not prevail. Adverse court rulings or determinasiafi liability, among other factors, could affeaetlead pigment and lead-based paint
litigation against the Company and encourage arase in the number and nature of future claimspaoceedings. In addition, from time to
time, various legislation and administrative regolas have been enacted,
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promulgated or proposed to impose obligations @sqmt and former manufacturers of lead pigmentdemtthased paints respecting asse
health concerns associated with such products avadurn the effect of court decisions in whick tbompany and other manufacturers have
been successful.

Due to the uncertainties involved, management &blmto predict the outcome of the lead pigmentlaad-based paint litigation, the number
or nature of possible future claims and proceedarghe effect that any legislation and/or admhaiste regulations may have on the litiga

or against the Company. In addition, managemematareasonably determine the scope or amount gidtential costs and liabilities related
to such litigation, or resulting from any such Egtion and regulations. The Company has not adaag amounts for such litigation. With
respect to such litigation, including the publidsance litigation, the Company does not believéithia probable that a loss has occurred, and
it is not possible to estimate the range of po&ddisses as there is no prior history of a logthisfnature and there is no substantive
information upon which an estimate could be bakedddition, any potential liability that may restrom any changes to legislation and
regulations cannot reasonably be estimated. levkat any significant liability is determined to &ributable to the Company relating to
such litigation, the recording of the liability magsult in a material impact on net income fordhaual or interim period during which such
liability is accrued. Additionally, due to the umtznties associated with the amount of any suahillty and/or the nature of any other rem:
which may be imposed in such litigation, any pdtdiability determined to be attributable to t@empany arising out of such litigation may
have a material adverse effect on the Companytidtsesf operations, liquidity or financial conditioAn estimate of the potential impact on
the Company’s results of operations, liquidity imahcial condition cannot be made due to the afergimned uncertainties.

Public nuisance claimlitigation . The Company and other companies are or were dafenoalegal proceedings seeking recovery based on
public nuisance liability theories, among othermitties, brought by the State of Rhode Island, thg &fiSt. Louis, Missouri, various cities a
counties in the State of New Jersey, various citighe State of Ohio and the State of Ohio, thg 6fi Chicago, lllinois, the City of
Milwaukee, Wisconsin and the County of Santa Cl&@alifornia and other public entities in the Stat&alifornia. Except for the Santa Clara
County, California proceeding, all of these legalgeedings have been concluded in favor of the Gomppand other defendants at various
stages in the proceedings.

The proceedings initiated by the State of Rhodentslincluded two jury trials. At the conclusiontbé second trial, the jury returned a verdict
finding that (i) the cumulative presence of leaghpént in paints and coatings on buildings in theteSof Rhode Island constitutes a public
nuisance, (ii) the Company, along with two otheleddants, caused or substantially contributedécctieation of the public nuisance and

(i) the Company and two other defendants shoel@tuered to abate the public nuisance. The Comaadywo other defendants appealed
and, on July 1, 2008, the Rhode Island SupremetCamong other determinations, reversed the judgofesbatement with respect to the
Company and two other defendants. The Rhode ISampdeme Court’s decision reversed the public ngisdiability judgment against the
Company on the basis that the complaint faileddtesa public nuisance claim as a matter of law.

The Santa Clara County, California proceeding wémted in March 2000 in the Superior Court of State of California, County of Santa
Clara. In the original complaint, the plaintiffssasted various claims including fraud and conceatprsgrict product liability/failure to warn,
strict product liability/design defect, negligencegligent breach of a special duty, public nuisampecivate nuisance, and violations of
California’s Business and Professions Code. A nurobthe asserted claims were resolved in favdahefdefendants through pre-trial
proceedings. The named plaintiffs in the Fourth Adexl Complaint, filed on March 16, 2011, are the@ies of Santa Clara, Alameda, Los
Angeles, Monterey, San Mateo, Solano and Venthe(lities of Oakland and San Diego and the City@odnty of San Francisco. The
Fourth Amended Complaint asserted a sole clainpdidtic nuisance, alleging that the presence of f@gohents for use in paint and coatings
in, on and around residences in the plaintiffsisdictions constitutes a public nuisance. The piffsnsought the abatement of the alleged
public nuisance that exists within the plaintiffistisdictions. A trial commenced on July 15, 2018 &nded on August 22, 2013. The court
entered final judgment on January 27, 2014, findinfavor of the plaintiffs and against the Compamg two other defendants (ConAgra
Grocery Products Company and NL Industries, Iftg final judgment held the Company jointly andegally liable with the other two
defendants to pay $1.15 billion into a fund to eltae public nuisance. The Company strongly dissgwéth the judgment. On February 18,
2014, the Company filed a motion for new trial @chotion to vacate the judgment. The court deriedd motions on March 24, 2014. On
March 28, 2014, the Company filed a notice of apfmethe Sixth District Court of Appeal for the 8taof California. The filing of the notice
of appeal effects an automatic stay of the judgmatiout the requirement to post a bond. The Commatieves that the judgment conflicts
with established principles of law and is unsuppotty the evidence. The Company has had a favonaditey with respect to lead pigment
and lead-based paint litigation, particularly otpablic nuisance litigation, and accordingly, then@pany believes that it is not probable that a
loss has occurred and it is not possible to es#inta range of potential loss with respect to Heec

Litigation seeking damages from alleged personal injury . The Company and other companies are defendantsumaer of legal proceedings
seeking monetary damages and other relief frongedigoersonal injuries. These proceedings incluaiens| by children allegedly injured fro
ingestion of lead pigment or lead-containing paimtl claims for damages allegedly incurred
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by the children’s parents or guardians. These gdiogs generally seek compensatory and punitiveagas) and seek other relief including
medical monitoring costs. These proceedings incpudported claims by individuals, groups of indivads and class actions.

The plaintiff in Thomas v. Lead Industries Assoiciat et al., initiated an action in state courtingathe Company, other alleged former lead
pigment manufacturers and the Lead Industries AagSon in September 1999. The claims against the@my and the other defendants
included strict liability, negligence, negligentsrépresentation and omissions, fraudulent misreptagon and omissions, concert of action,
civil conspiracy and enterprise liability. Impliaitithin these claims is the theory of “risk contriton” liability (Wisconsin’s theory which is
similar to market share liability, except that iiglp can be joint and several) due to the plaftgifnability to identify the manufacturer of any
product that allegedly injured the plaintiff. Thase ultimately proceeded to trial and, on Novensh@007, the jury returned a defense
verdict, finding that the plaintiff had ingesteditehlead carbonate, but was not brain damagedjureid as a result. The plaintiff appealed
and, on December 16, 2010, the Wisconsin Courtpgfeals affirmed the final judgment in favor of thempany and other defendants.

Wisconsin is the only jurisdiction to date to appltheory of liability with respect to alleged pamal injury (i.e., risk contribution/market
share liability) that does not require the plairtifidentify the manufacturer of the product thliégedly injured the plaintiff in the lead
pigment and leatbased paint litigation. Although the risk contrilout liability theory was applied during the Thontdal, the constitutionalit
of this theory as applied to the lead pigment casssnot been judicially determined by the Wiscossate courts. However, in an unrelated
action filed in the United States District Court fhe Eastern District of Wisconsin, Gibson v. Ailnan Cyanamid, et al., on November 15,
2010, the District Court held that Wisconsin’s rigdntribution theory as applied in that case vieddahe defendants’ right to substantive due
process and is unconstitutionally retroactive. Digrict Court's decision in Gibson v. American @gaid, et al., has been appealed by the
plaintiff and is awaiting a decision by the Unitethtes Court of Appeals for the Seventh CircuisoAin Yasmine Clark v. The Sherwin-
Williams Company, et al., the Wisconsin Circuit @oMilwaukee County, on March 25, 2014, held tthegt application to a pending case of
Section 895.046 of the Wisconsin Statutes (whiahifads the application of the risk contributioretity) is unconstitutional as a violation of
the plaintiff's right to due process of law undee Wisconsin Constitution. On April 8, 2014, defants filed a petition requesting the
Wisconsin Court of Appeal to hear the issue asrlocutory appeal, and plaintiff filed a responseApril 22, 2014.

Insurance coverage litigation . The Company and its liability insurers, includirgrtain underwriters at Lloyd’s of London, initiatkgal
proceedings against each other to primarily deteegramong other things, whether the costs anditiebiassociated with the abatement of
lead pigment are covered under certain insuranteigmissued to the Company. The Company’s acfited on March 3, 2006 in the
Common Pleas Court, Cuyahoga County, Ohio, is otlgretayed and inactive. The liability insurerstian, which was filed on February 23,
2006 in the Supreme Court of the State of New Y@dynty of New York, has been dismissed. An ulterlass in the insurance coverage
litigation would mean that insurance proceeds cheldinavailable under the policies at issue togaii any ultimate abatement related costs
and liabilities. The Company has not recorded @sgts related to these insurance policies or otberagssumed that proceeds from these
insurance policies would be received in estimasing contingent liability accrual. Therefore, ariralite loss in the insurance coverage
litigation without a determination of liability aget the Company in the lead pigment or lead-baseak litigation will have no impact on the
Company’s results of operation, liquidity or fingalccondition. As previously stated, however, tten@any has not accrued any amounts for
the lead pigment or lead-based paint litigation ang significant liability ultimately determined be attributable to the Company relating to
such litigation may result in a material impacttba Company’s results of operations, liquidity ioahcial condition for the annual or interim
period during which such liability is accrued.

Government tax assessment settlements related todilian operations.Charges totaling $28.7 million and $2.9 million weecorded to
Cost of goods sold and SG&A, respectively, durimg $econd and third quarters of 2013. The charges primarily related to import duty
taxes paid to the Brazilian government relatedhéortandling of import duties on products brougha the country for the years 2006 through
2012. The Company elected to pay the taxes thrangdxisting voluntary amnesty program offered ®ydbvernment to resolve these issues
rather than contest them in court. The after-teacgbs were $21.9 million for the full year 2013eT®ompanys import duty process in Bra:
was changed to reach a final resolution of thigenatith the Brazilian government.

Litigation related to Consorcio Comex.As previously disclosed, the Company entered irdefaitive Stock Purchase Agreement (as
subsequently amended and restated, the “Purchasemgnt”), with Avisep, S.A. de C.V. (“Avisep”) amkvisep, S.A. de C.V. (“Bevisep”)
to, among other things, acquire the Mexico businé€3onsorcio Comex, S.A. de C.V. (the "Acquisitipriunder the terms of the Purchase
Agreement, either the Company or Avisep and Beviwapthe right to
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terminate the Purchase Agreement in the eventhikatlosing of the Acquisition did not occur onpoior to March 31, 2014 and such party
was not in material breach of the Purchase Agreémen

On April 3, 2014, the Company sent notice to Avisad Bevisep that the Company was terminating threHase Agreement. On April 3,
2014, the Company filed a complaint for declarajodgment in the Supreme Court of the State of Nerk, New York County, requesting
the court to declare that the Company had used @yoially reasonable efforts as required under trelase Agreement and has not
breached the Purchase Agreement. On April 11, 2&%iéep and Bevisep initiated an arbitration pratieg against the Company in the
International Court of Arbitration contending thhé Company breached the Purchase Agreement bintgimg the Purchase Agreement and
not utilizing commercially reasonable efforts unttex Purchase Agreement, which allegedly causedefwand Bevisep to incur damages.
The Company believes that the claims are withouitraad intends to vigorously defend against suaimts.

NOTE 10—OTHER
Other general expense - net

Included in Other general expense - net were theWing:

(Thousands of dollars) Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Provisions for environmental matters - net $ 25¢ % 1,44€ $ a7e) $ 1,76¢
Loss (gain) on disposition of assets 511 (1,179 373 2,32z
Adjustments to prior provisions for qualified egdsts 212 34C
Total $ 77C % 48§ 19¢ $ 4,43;

Provisions for environmental matters - net represe-specific increases or decreases to enviratahieelated accruals as information
becomes available upon which more accurate costb@&aeasonably estimated and as additional adogugidelines are issued.
Environmental-related accruals are not recordedhigisurance proceeds in accordance with the @ifigeSubtopic of the Balance Sheet
Topic of the ASC. See Note 8 for further detailstlom Company’s environmental-related activities.

The loss (gain) on disposition of assets repregseattsealized losses (gains) associated with thgodal of fixed assets previously used in the
conduct of the primary business of the Company.

The adjustments to prior provisions for qualifiedt €osts represent site specific increases oredees to accrued qualified exit costs as
adjustments for costs of employee terminationsegaired or as information becomes available upbitivmore accurate amounts can be
reasonably estimated. See Note 6 for further detailthe Company’s exit or disposal activities.

Other (income) expense - net

Included in Other (income) expense - net were dlewing:

(Thousands of dollars) Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013

Dividend and royalty income $ (1,199 $ 81y $ (2,24¢) $ (3,637)
Net expense from financing activities 2,547 2,84t 5,46¢ 4,74:
Foreign currency transaction related (gains) losses (1,830 3,19¢ 1,02¢ 5,94¢
Other income (6,977 (7,107 (13,279 (14,419
Other expense 2,304 2,59¢ 4,38¢ 5,36:
Total $ (5,147 $ 715 $ (4,649 $ (2,00¢)

The net expense from financing activities incluttesnet expense relating to the change in the Coypéinancing fees.
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Foreign currency transaction related (gains) losspsesent net realized (gains) losses on U.Sadd#énominated liabilities of foreign
subsidiaries and net realized and unrealized (y&sses from foreign currency option and forwasdtcacts. There were no foreign currency
option and forward contracts outstanding at June804 and 2013 .

Other income and Other expense included itemsweimee, gains, expenses and losses that were @ étathe primary business purpose of
the Company. There were no items within the otheoiine or other expense caption that were indivigsagnificant.

NOTE 11—INCOME TAXES

The effective tax rate was 32.1 percent and 31réepe for the second quarter and first six monti20d 4 , respectively, compared to 32.5
percent and 32.0 percent for the second quartefigh@dix months of 2013 , respectively. The majomponents of the Company's effective
tax rate were consistent for the second quartefiestcdsix months of 2014 compared to 2013 .

At December 31, 2013, the Company had $31.0 milliounrecognized tax benefits, the recognitiowbich would have an effect of $27.8
million on the current provision for income taxégluded in the balance of unrecognized tax bemefiDecember 31, 2013 , wgs.6 million
related to tax positions for which it is reasongibgsible that the total amounts could signifiganbange during the next twelve months. 1
amount represents a decrease in unrecognized tefitsecomprised of items related to federal audfifsartnership investments, assessed
state income tax audits, state settlement negamtimurrently in progress and expiring statutdederal, foreign and state jurisdictions.

The Company classifies all income tax related @geand penalties as income tax expense. At Deae®ib@013 , the Company had accrued
$6.2 million for the potential payment of income taterest and penalties.

There were no significant changes to any of tharis of unrecognized tax benefits at Decembe2®Ii3 during the first six months of
2014 .

The Company and its subsidiaries file income tanrres in the U.S. federal jurisdiction, and variataste and foreign jurisdictions. The IRS
commenced an examination of the Company's U.Smedax returns for the 2010, 2011 and 2012 taxsyiathe fourth quarter of 2013.
Fieldwork is expected to be completed during 2014.

As of June 30, 2014 , the Company is subject tel@ income tax examinations for the tax yeargGff7 through 2013. In addition, the
Company is subject to state and local income taxnéxations for the tax years 2003 through 2013.
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NOTE 12—NET INCOME PER COMMON SHARE

(Thousands of dollars except per share data) Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Basic
Average common shares outstanding 96,599,86 101,665,73 97,716,53 101,813,39
Net income $ 291,44 $ 257,28 $ 406,90: $ 373,47.
Less net income allocated to unvested restrictadesh (1,722 (1,639 (2,245 (2,27¢)
Net income allocated to common shares $ 289,72 $ 255,64( $ 404,65¢ % 371,19:
Basic net income per common share $ 3.0 $ 251 $ 414 % 3.65
Diluted
Average common shares outstanding 96,599,86 101,665,73 97,716,53 101,813,39
Stock options and other contingently issuable stére 1,942,041 2,231,04. 1,972,01 2,218,32
Average common shares outstanding assuming dilution 98,541,90 103,896,78 99,688,55 104,031,71
Net income $ 291,44 % 257,28 $ 406,90: $ 373,47
Less net income allocated to unvested restrictadesh
assuming dilution (1,690 (1,607 (2,205 (2,235
Net income allocated to common shares assuming
dilution $ 289,75 % 255,68( $ 404,69¢ % 371,23
Diluted net income per common share $ 294 % 24¢ % 40€ $ 3.57

@ There were no options excluded due to their amiitisie effect for the three months ended June B@42 Stock options and other
contingently issuable shares excluded 2,932 shiard¢ise six months ended June 30, 2014 . There ne@ptions excluded due to their
anti-dilutive effect for the three and six montmsled June 30, 2013 .

The Company has two classes of participating seéesiricommon shares and restricted shares, repieg®9% and 1%f outstanding share
respectively. The restricted shares are shareswafstied restricted stock granted under the Compassgtricted stock award program. Time-
based restricted shares receive non-forfeitablieleinds, while dividends on performance-based atsttishares are deferred and payment is
contingent upon the awards vesting. The time-basstticted shares are considered a participatiogrite, therefore, basic and diluted
earnings per share are calculated using the twsscteethod in accordance with the Earnings Per Stapie of the ASC.
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NOTE 13—REPORTABLE SEGMENT INFORMATION

The Company reports segment information in the samethat management internally organizes its lassirfior assessing performance and

making decisions regarding allocation of resoumesccordance with the Segment Disclosures Toptb®@ASC. The Company has
determined that it has four reportable operatingrents: Paint Stores Group, Consumer Group, GlEib&hes Group and Latin America
Coatings Group (individually, a "Reportable Segramid collectively, the “Reportable Segments”).

(Thousands of dollars)

Three Months Ended June 30, 2014

Global Latin America
Paint Stores Consumer Finishes Coatings Consolidated
Group Group Group Group Administrative Totals

Net external sales $ 1,882,59: $ 433,35t $ 544,59° $ 181,22: $ 1,22¢  $ 3,042,99!
Intersegment transfers 766,08( 2,20z 9,927 (778,209

Total net sales and intersegment transfers $ 1,882,59. $ 1,199,43 $ 546,79¢ $ 191,14¢ $ (776,98) $ 3,042,99!
Segment profit $ 375,85 $ 92,48t © $ 54,86¢ $ 5,66( $ 528,87(
Interest expense $ (16,379 (16,379
Administrative expenses and other (83,26¢€) (83,26¢)
Income before income taxes $ 375,85 % 92,48¢ $ 54,86t $ 566( $ (99,640 $ 429,23(

Three Months Ended June 30, 2013
Global Latin America
Paint Stores Consumer Finishes Coatings Consolidated
Group Group Group Group Administrative Totals

Net external sales $ 1,606,500 $ 393,66( $ 513,52: $ 198,99: $ 1,208 $ 2,713,88!

Intersegment transfers 658,20: 3,74( 9,691 (671,63)

Total net sales and intersegment transfers $ 1,606,500 $ 1,051,86: $ 517,26: $ 208,68. $ (670,429 $ 2,713,88!

Segment profit $ 332,97, $ 79,04: Y 3 54,46. $ 85€ $ 467,33;

Interest expense $ (15,069 (15,069
Administrative expenses and other (71,379 (71,379
Income before income taxes $ 332,97 $ 79,04: $ 54,46: $ 85¢ $ (86,449 $ 380,88«

WSegment profit includes $8,891 and $8,108 of mark intersegment transfers realized as a reselttefnal sales by the Paint Stores Group duriagéitond quarter @014

and 2013, respectively.
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Six Months Ended June 30, 2014

Global Latin America
Paint Stores Consumer Finishes Coatings Consolidated
Group Group Group Group Administrative Totals

Net external sales $ 3,242,59" % 758,65! $ 1,042,231 $ 363,60¢ $ 2,45¢ $ 5,409,55.
Intersegment transfers 1,312,64. 3,61t 20,04¢ (1,336,301

Total net sales and intersegment transfers $ 3,242,59" $ 2,071,29 $ 1,045,855 $ 383,65¢ $ (1,333,85) $ 5,409,55.
Segment profit $ 522,12 $ 14357t @ 3 101,34: $ 15,64 $ 782,68
Interest expense $ (32,769 (32,769
Administrative expenses and other (154,61 (154,615
Income before income taxes $ 522,12: $ 143,57t $ 101,34: % 15647 % (187,38) $ 595,30°

Six Months Ended June 30, 2013

Global Latin America
Paint Stores Consumer Finishes Coatings Consolidated
Group Group Group Group Administrative Totals

Net external sales $ 2,774,441 % 702,24( $ 1,000,34: $ 401,62° $ 2,40z $ 4,881,05
Intersegment transfers 1,165,901 5,031 19,91 (1,190,84)

Total net sales and intersegment transfers $ 2,774,441 % 1,868,14 $ 1,005,37. $ 421,53¢ $ (1,188,44) $ 4,881,05
Segment profit $ 462,68 $ 133,01« @ $ 88,39: $ 21,69* $ 705,78
Interest expense $ (30,380 (30,38()
Administrative expenses and other (126,139 (126,139
Income before income taxes $ 462,68" $ 133,01 $ 88,39: % 21,69 $ (156,519 $ 549,26¢

@Segment profit includes $15,325 and $14,278 of Augron intersegment transfers realized as a refaltternal sales by the Paint Stores Group duthiadirst six months of
2014 and 2013, respectively.

In the reportable segment financial informationgi@ent profit was total net sales and intersegnransfers less operating costs and expe
Domestic intersegment transfers were accountedtftive approximate fully absorbed manufactured, tizsted on normal capacity volumes,
plus customary distribution costs. Internationé¢isegment transfers were accounted for at valoeparable to normal unaffiliated custor
sales. The Administrative segment includes the atnative expenses of the Company’s corporate dugaters site. Also included in the
Administrative segment was interest expense, istened investment income, certain expenses refateldsed facilities and environmental-
related matters, and other expenses which werdiremttly associated with the Reportable Segmerits. Administrative segment did not
include any significant foreign operations. Alsclirded in the Administrative segment was a reatesnanagement unit that is responsible
for the ownership, management and leasing of ntaitgroperties held primarily for use by the Compaincluding the Company’s
headquarters site, and disposal of idle facilitgzles of this segment represented external leasirggue of excess headquarters space or
leasing of facilities no longer used by the Compamniys primary businesses. Gains and losses flansale of property were not a significant
operating factor in determining the performancéhef Administrative segment.

Net external sales and segment profit of all cadatéd foreign subsidiaries we$576.7 million and $32.0 million , respectivelyr the
second quarter of 2014 , and $531.6 million an® $4illion , respectively, for the second quarteR6i3 . Net external sales and segment
profit of these subsidiaries were $1.106 billiorl &34.7 million , respectively, for the first sbomths of 2014 , and $1.048 billion and $31.2
million , respectively, for the first six months 2013 . Long-lived assets of these subsidiariegddt$614.6 million and $596.5 million at
June 30, 2014 and June 30, 2013, respectively eBticnoperations accounted for the remaining netreal sales, segment profits and long-
lived assets. No single geographic area outsidéttied States was significant relative to consabkd net external sales, income before ti
or consolidated long-lived assets.

Export sales and sales to any individual custormezeveach less than 10 percent of consolidated talesaffiliated customers during all
periods presented.

NOTE 14— ACQUISITIONS

On September 16, 2013, the Company entered ingdimitiye Stock Purchase Agreement and completedatiyuisition of the U.S./Canada
business of Consorcio Comex, S.A. de C.V. (ComEhg Company engaged an independent valuation éinvalue the assets of the acquired
business, and the appropriate adjustments haverbeerded. The U.S./Canada business of
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Comex focuses on the manufacture and sale of pathpaint related products through retail servargers under various proprietary brands.
The acquisition of the U.S./Canada business of Gastrengthens the ability of the Paint Stores Grang Consumer Group to serve
customers in key geographic markets. Also on Seperh6, 2013, the Company amended and restatesidtle purchase agreement for the
acquisition of the Mexico business of Comex to, agother things, extend the exclusivity period tarbh 31, 2014. Under the terms of the
amended and restated stock purchase agreemeet, taighCompany or the sellers may terminate thendeteand restated stock purchase
agreement in the event that the closing of the iaitgpn did not occur on or prior to March 31, 204dd such party is not in material breacl
such agreement. On April 3, 2014, pursuant tagtstto terminate the amended and restated purcd@sement, the Company sent notice
overnight mail to the sellers that it was termingtsuch agreement, effective immediately. Pledse te the Company’s Current Report on
Form 8-K, dated April 3, 2014, which is incorpomtgerein by reference, for further information.

The completed acquisition above has been accofioted a purchase and the results of operations been included in the consolidated
financial statements since the date of acquisifidis acquisition resulted in the recognition daimgible assets.

The following unaudited pro-forma summary preseotssolidated financial information as if the U.Sw@ada business of Comex had been
acquired as of the beginning of each period preserithe pro-forma consolidated financial informatties not necessarily reflect the actual
results that would have occurred had the acquisi&en place on January 1, 2013 or of future tesdloperations of this acquisition under
ownership and operation of the Company.

(Thousands of dollars except per share data) Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Net sales $ 3,042,99! $ 2,849,09. $ 5,409,55. $ 5,123,96:
Net income 291,44° 249,69: 406,90 352,50:
Net income per common share:
Basic $ 3.0C % 244 % 414 % 3.44
Diluted $ 294 % 23¢ $ 4.0¢ $ 3.37

NOTE 15— FAIR VALUE MEASUREMENTS

The Fair Value Measurements and Disclosures TdptitceoASC applies to the Company’s financial and-financial assets and liabilities.
The guidance applies when other standards requipermit the fair value measurement of assets iabdities. It does not expand the use of
fair value measurements. The Company did not haydair value measurements for its non-financialeas and liabilities during the second
quarter . The following table presents the Compafipancial assets and liabilities that are meabatdair value on a recurring basis,
categorized using the fair value hierarchy:

(Thousands of dollars)

Quoted Prices

in Active Significant
Fair Value at Markets for Significant Other Unobservable
June 30, Identical Assets Observable Inputs Inputs
2014 (Level 1) (Level 2) (Level 3)
Assets:
Deferred compensation plan as®et $ 23,16: $ 3,72¢ % 19,43:
Liabilities:
Deferred compensation plan liabiliy $ 29,38: $ 29,38:

@ The deferred compensation plan asset consistedhtestment funds maintained for the future paysiander the Company’s executive
deferred compensation plan, which is structurea mebbi trust. The investments are marketable g&suaccounted for under the Debt
and Equity Securities Topic of the ASC. The lev@idestments are valued using quoted market priagtiplied by the number of
shares. The level 2 investments are valued basgdraior or broker models. The cost basis of thestment funds is $22,405 .

@ The deferred compensation plan liability is the @amy’s liability under its executive deferred compermafplan. The liability represer
the fair value of the participant shadow accouats] the value is based on quoted market prices.
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NOTE 16 — DEBT

The table below summarizes the carrying amountfaindalue of the Company’s publicly traded debd aon-publicly traded debt in
accordance with the Fair Value Measurements anddisres Topic of the ASC. The fair values of trampany’s publicly traded debt are
based on quoted market prices. The fair valueBofCompany’s non-traded debt are estimated ussupdnted cash flow analyses, based on
the Company’s current incremental borrowing ratessimilar types of borrowing arrangements. The @any’s publicly traded debt and non-
traded debt are classified as level 1 and levedshectively, in the fair value hierarchy.

(Thousands of dollars) June 30, 2014 June 30, 2013

Carrying Carrying

Amount Fair Value Amount Fair Value
Publicly traded debt $ 1,620,78 $ 1,654,52. $ 1,630,19 $ 1,637,50!
Non-traded debt 3,761 3,55¢ 4,38¢ 4,24¢

NOTE 17— NON-TRADED INVESTMENTS

The Company has invested in the U.S. affordablesinguand historic renovation real estate marketes@ non-traded investments have been
identified as variable interest entities. Howewmgause the Company does not have the power td theeday-to-day operations of the
investments and the risk of loss is limited to @in@ount of contributed capital, the Company is motsidered the primary beneficiary. In
accordance with the Consolidation Topic of the AB@,investments are not consolidated. The Compaay the effective yield method to
determine the carrying value of the investmentsddyithe effective yield method, the initial costloé investments is amortized over the
period that the tax credits are recognized. Theyitey amount of the investments, included in Otliesets, was $245.3 million and $236.5
million at June 30, 2014 and 2013, respectivehe Tability for estimated future capital contribaris to the investments was $217.7 million
and $205.8 million at June 30, 2014 and 2013 eaebely.
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Iltem 2. MANAGEMENT'S DISCUSSION AND
ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

SUMMARY

The Sherwin-Williams Company, founded in 1866, @adonsolidated wholly owned subsidiaries (collesy, the “Company”) are engaged
in the development, manufacture, distribution aald sf paint, coatings and related products togasibnal, industrial, commercial and retail
customers primarily in North and South America vatiditional operations in the Caribbean regionplgarand Asia. The Company is
structured into four reportable segments—PainteSt@roup, Consumer Group, Global Finishes Grougd.atid America Coatings Group
(collectively, the “Reportable Segments”grd an Administrative segment in the same wayiitternally organized for assessing performi
and making decisions regarding allocation of resesirSee pages 6 through 15 and Note 18, on padghasorigh 75, in the Company’s
Annual Report on Form 10-K for the year ended Ddman31, 2013 for more information concerning th@®teable Segments.

The Company’s financial condition, liquidity andstaflow continued to be strong through the firgtraionths of 2014 primarily due to
improved operating results in our Paint Stores,9Damer and Global Finishes Groups. Net working eapitcreased $992.1 million at
June 30, 2014 compared to the end of the secontkqud 2013 due to a significant increase in acorfiabilities and a decrease in current
assets. Current portion of long-term debt incre&9.5 million resulting from the 3.125% Seniort&®becoming due in 2014 while cash
and cash equivalents decreased $473.9 milliontiegulrimarily from treasury stock purchases. Tleenpany has been able to arrange
sufficient short-term borrowing capacity at readdaaates, and the Company has sufficient totalawa borrowing capacity to fund its
current operating needs. Net operating cash impr®28.5 million in the first six months of 2014aaash source of $331.6 million from a
cash source of $302.1 million in 2013 primarily daémproved operating results in the core busipestally offset by the impact of
operating loss from acquisitions.

Consolidated net sales increased 12.1 perceneisgbond quarter of 2014 to $3.043 billion from7$2.billion in the second quarter of 2013
and increased 10.8 percent in the first six mooft014 to $5.410 billion from $4.881 billion indHirst six months of 2013 due primarily to
higher paint sales volume in our Paint Stores Gangbacquisitions. Consolidated gross profit asragnt of consolidated net sales increased
in the second quarter to 46.3 percent from 45.6querin 2013 and increased to 45.8 percent fro gércent in the first six months due
primarily to increased paint volume, improved opiagaefficiency and selling price increases. Seglligeneral and administrative expenses
(SG&A) increased as a percent of consolidated alesgo 31.8 percent from 30.8 percent in the sgoiarter of 2013 and increased to 34.3
percent from 33.1 percent in the first six monthimprily due to timing of net new store openingsl @cquisitions. Interest expense increased
$1.3 million in the second quarter and increased #$#llion in the first six months of 2014 . Thdeftive income tax rate for the second
quarter of 2014 was 32.1 percent compared to 3&ept in 2013 and the rate for the first six mermih2014 was 31.6 percent compared to
32.0 percent in 2013 . Diluted net income per comsttare increased to $2.94 per share, includingégkr share loss from acquisitions, for
the second quarter of 2014 from $2.46 per shamaagdgo and increased to $4.06 per share from $@53hare in the first six months .

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation and fair presentation of the cadatdd unaudited interim financial statements asawbmpanying notes included in this ref
are the responsibility of management. The finarstiaiements and footnotes have been preparedandace with U.S. generally accepted
accounting principles for interim financial statartseand contain certain amounts that were based myamagement’s best estimates,
judgments and assumptions that were believed tedsonable under the circumstances. Managemeritieoed the impact of the uncert:
economic environment and utilized certain outsioigrses of economic information when developinglihsis for their estimates and
assumptions. The impact of the global economic itimmd on the estimates and assumptions used bageament was believed to be
reasonable under the circumstances. Managemengasathptions based on historical results, consigéhie current economic trends, and
other assumptions to form the basis for determiaipropriate carrying values of assets and ligslithat were not readily available from
other sources. Actual results could differ froms@stimates. Also, materially different amounty mesult under materially different
conditions, materially different economic trendsrom using materially different assumptions. Hoeevmanagement believes that any
materially different amounts resulting from matdyiaifferent conditions or material changes intfaor circumstances are unlikely to
significantly impact the current valuation of assand liabilities that were not readily availablenfi other sources.

A comprehensive discussion of the Company’s ctiicaounting policies and management estimatesigmificant accounting policies
followed in the preparation of the financial stats is included in Management’s Discussion andysigof Financial Condition and
Results of Operations and in Note 1, on pages #figfh 51, in the Company’s Annual
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Report on Form 10-K for the year ended DecembePB13 . There have been no significant changestinat accounting policies,
management estimates or accounting policies folibsice the year ended December 31, 2013 .

FINANCIAL CONDITION, LIQUIDITY AND CASH FLOW
Overview

The Company’s financial condition, liquidity andstaflow continued to be strong through the firgtreionths of 2014 primarily due to
improved operating results in our Paint Stores,9Darer and Global Finishes Groups. Net working eapitcreased $992.1 million at

June 30, 2014 compared to the end of the secontkqud 2013 due to a significant increase in corfiabilities and a decrease in current
assets. Cash and cash equivalents decreased $4illi®8 primarily due to treasury stock purchasaed an increase in accounts receivable of
$103.1 million , an increase in inventories of $B0illion and an increase in all other currenets®f $30.1 million . Short-term borrowings
increased $14.1 million , accounts payable incré&427.1 million , current portion of long-term détcreased $499.5 million resulting from
the 3.125% Senior Notes becoming due in 2014, rodheer current liabilities increased $117.1 naflifrom June 30, 2013 . Net working
capital decreases were partially offset by netdases from acquisitions. The Company continuesaiatain sufficient short-term borrowing
capacity at reasonable rates, and the Companyuffasent cash on hand and total available borragagapacity to fund its current operating
needs. In the first six months of 2014 , accouetgivable increased $305.1 million when normal sealstrends typically require significant
growth in this category, and inventories incread®20.4 million primarily from acquisitions. Accounpayable increased $246.1 million
primarily due to the seasonal increase in neewvéwking capital along with increases from acquisisi, while short-term borrowings
decreased $31.8 million and all other current liad$s decreased $17.6 milliggrimarily due to timing of compensation and taxathiaeld an
other accrued expense payments, partially offs¢inbipg of accrued taxes. The Company’s currendnats 1.14 at June 30, 2014 compared
to 1.70 at June 30, 2013 and 1.25 at December(3B 2Total debt at June 30, 2014 increased $4lidmio $1.689 billion from $1.685

billion at June 30, 2013 and increased as a pergerdf total capitalization to 52.6 percent froméd4Fercent at the end of the second quarter
last year. Total debt decreased $32.6 million fdecember 31, 2013 and increased as a percentagglatapitalization from 49.2 percent .
At June 30, 2014 , the Company had remaining bangability of $2.290 billion . Net operating cashproved $29.5 million in the first six
months of 2014 to a cash source of $331.6 milllomfa cash source of $302.1 million in 2013 . k& ttvelve month period from July 1, 2013
through June 30, 2014 , the Company generatedpeeating cash of $1.113 billion , used $294.9 wnillin investing activities, and used
$1.282 hillion in financing activities. In that sarperiod, the Company invested $161.4 million ipizd additions and improvements,
invested $74.9 million in acquisitions, had netqaeds from total debt of $6.9 million , purchas&®®$2 billion in treasury stock and paid
$210.5 million in cash dividends to its sharehaoddefrcommon stock.

Net Working Capital, Debt and Other Lo-Term Assets and Liabilities

Cash and cash equivalents decreased $477.7 milliong the first six months of 2014 . Cash and @hivalents on hand funded cash
requirements for increased sales and normal selasoneases in working capital, capital expendisuoé $66.9 million , payments of cash
dividends of $108.8 million , treasury stock purabsof $665.5 million and net payments made onteng debt of $0.8 million . Alune 3C
2014 , the Company’s current ratio was 1.14 congptord..25 at December 31, 2013 and 1.70 a yearldgodecrease resulted from the
increase in current portion of long-term debt amldecrease in cash and cash equivalents.

Goodwill and intangible assets decreased $10.3omifrom December 31, 2013 and decreased $1.8miffiom June 30, 2013 . The net
decrease during the first six months of 2014 wasgthimarily to amortization of $15.1 million . Tinet decreasever the twelve month peri
from June 30, 2013 resulted from amortization di.$3nillion partially offset by capitalization ob&ware of $17.3 million and acquisitions
of $15.6 million . See Note 4, on pages 52 to B3he Company’s Annual Report on Form 10-K forykar ended December 31, 2013 for
more information concerning goodwill and intangibksets.

Deferred pension assets increased $2.1 milliomdutie first six months of 2014 and increased $53l6on from June 30, 2013 . The
increase in the last twelve months was due prim#wiincreases in the fair market value of equégusities held by the Company’s defined
benefit pension plans. See Note 6, on pages 56dhr61, in the Company’s Annual Report on Form 1fixkthe year ended December 31,
2013 for more information concerning the Comparggefit plan assets.

Other assets at June 30, 2014 increased $32.4miiflithe first six months of 2014 and increase@d.$@nillion from a year ago. Both
increases were due primarily to increases in varaher investments along with increased investmienaffordable housing and historic
renovation real estate properties.

Net property, plant and equipmedecreased $15.1 million in the first six month2014 and increased $54.1 million in the twelve rhent
since June 30, 2013 . The decrease in the firsheixths was primarily due to depreciation experisk88.5 million , sale or disposition of
fixed assets of $1.3 million and changes in curyegranslation rates of $0.8 million partially
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offset by capital expenditures of $66.9 million adjuisitions of $3.7 million . Since June 30, 20t3apital expenditures of $161.4 million ,
acquisitions of $55.8 million , and changes in enay translation rates of $5.3 million were palyialffset by depreciation expense of $164.0
million and dispositions or sale of assets with agrimg net book value of $4.4 million . Capital exglitures during the first six months of
2014 primarily represented expenditures associatédimprovements and normal equipment replacenmentanufacturing and distribution
facilities in the Consumer Group and normal equiptmeplacement in the Paint Stores and Global R@ssGroups.

There were no borrowings under the Company's decnestnmercial paper program outstanding nor cex#ier short-term revolving and
letter of credit agreements at June 30, 2014 .t8bon borrowings outstanding under various forgggograms at June 30, 2014 were $64.7
million with a weighted average interest rate & gercent . The Company had unused capacity ob$bblion at June 30, 2014 under the
commercial paper program that is backed by the Gayip revolving credit agreement. There were naifitant changes in long-term debt
during the second quarter of 2014 . See Note pages 61 to 62, in the Company’s Annual ReportamFL0-K for the year ended
December 31, 2013 for more information concernirg@ompany’s debt.

Long-term liabilities for postretirement benefither than pensions did not change significantlynfidecember 31, 2013 and decreased $48.1
million from June 30, 2013The decrease in the liability was due to the el@se in the actuarially determined postretiremenght obligatior
resulting from changes in actuarial assumptionsfandrable claims experience. See Note 6, on pagds 61, in the Company’s Annual
Report on Form 10-K for the year ended DecembeR@13 for more information concerning the Comparggefit plan obligations.

Other long-term liabilities at June 30, 2014 ineexh$8.1 million in the first six months of 2014ancreased $74.9 million from a year ago
primarily due to an increase in non-current defitte liabilities.

EnvironmentaFRelated Liabilities

The operations of the Company, like those of otoenpanies in the same industry, are subject touaféderal, state and local environme
laws and regulations. These laws and regulatiohsmly govern current operations and products atad impose potential liability on the
Company for past operations. Management expecisoamvental laws and regulations to impose increggistringent requirements upon the
Company and the industry in the future. Managerbetieves that the Company conducts its operatioesmpliance with applicable
environmental laws and regulations and has impléetevarious programs designed to protect the enwiemt and promote continued
compliance.

Depreciation of capital expenditures and other agps related to ongoing environmental compliancasores were included in the normal
operating expenses of conducting business. The @oygpcapital expenditures, depreciation and ogixeenses related to ongoing
environmental compliance measures were not materthle Company financial condition, liquidity, cash flow or rd&iof operations durir
the first six months of 2014 . Management doesrptct that such capital expenditures, depreciaimhother expenses will be material to
the Company’s financial condition, liquidity, cafétw or results of operations in 2014 .

The Company is involved with environmental investign and remediation activities at some of itgently and formerly owned sites
(including sites which were previously owned and/perated by businesses acquired by the Compangjldition, the Company, together
with other parties, has been designated a pothntedponsible party under federal and state enwiental protection laws for the
investigation and remediation of environmental aamhation and hazardous waste at a number of plairy sites, primarily Superfund sites.
The Company may be similarly designated with resfmeadditional third party sites in the future.

The Company accrues for estimated costs of inwet#tig and remediation activities at its currentiyl dormerly owned sites and third party
sites for which commitments or clean-up plans Haeen developed and when such costs can be reag@ssiblated based on industry
standards and professional judgment. These estincatts are based on currently available facts

regarding each site. The Company accrues a spesiiimated amount when such an amount and a tameefin which the costs will be
incurred can be reasonably determined. If the &&t#hate of costs can only be identified as a ramgkeno specific amount within that range
can be determined more likely than any other amuaithiin the range, the minimum of the range is aedrby the Company in accordance
with applicable accounting rules and interpretatiothe Company continuously assesses its potdiatidity for investigation and
remediation activities and adjusts its environmlergkated accruals as information becomes availaptsn which more accurate costs can be
reasonably estimated. At June 30, 2014 and 208 Company had accruals for environmental-relatéidiges of $98.1 million and $110.9
million , respectively.

Due to the uncertainties of the scope and magnibidentamination and the degree of investigatiot @@mediation activities that may be
necessary at certain currently or formerly ownéessand third party sites, it is reasonably likibigt further extensive investigations may be
required and that extensive remedial actions mayesessary not only on such sites but on
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adjacent properties. Depending on the extent ohtlditional investigations and remedial actionsessary, the Company’s ultimate liability
may result in costs that are significantly highwart currently accrued. If the Company’s future losstingency is ultimately determined to be
at the maximum of the range of possible outcomes¥ery site for which costs can be reasonablyredéd, the Company’s aggregate
accruals for environmental-related activities woléd$93.6 million higher than the accruals at 252014 .

Two of the Company’s currently and formerly owné@esaccounted for the majority of the accrualseiovironmental-related activities and
the unaccrued maximum of the estimated range dfilplesoutcomes at June 30, 2014 . At June 30, 2858.5 million , or 57.6 percent,
related directly to these two sites. Of the aggieegaaccrued exposure at June 30, 2014 , $63.i@mjlbr 67.3 percent , related to the two
sites. While environmental investigations and reialegttions are in different stages at these sitdditional investigations, remedial actions
and/or monitoring will likely be required at eadtesA comprehensive description of the two curdseand formerly owned sites that account
for the majority of the accruals for environmentalated activities is included in Management’s D&gion and Analysis of Financial
Condition and Results of Operations in the Compayinual Report on Form 10-K for the year endeddbdwmer 31, 2013 . There have been
no significant changes in the investigative or rdialestatus of the two sites since December 313201

Management cannot presently estimate the ultimatiengial loss contingencies related to these twes sir other less significant sites until
such time as a substantial portion of the investigactivities at each site is completed and raaledttion plans are developed.

In accordance with the Asset Retirement Obligatibmgic of the ASC, the Company has identified dartmnditional asset retirement
obligations at various current manufacturing, disition and store facilities. These obligationstelprimarily to asbestos abatement and
closures of hazardous waste containment devicesglifssestigative, remediation and disposal methbds are currently available to the
Company, the estimated cost of these obligationstsignificant.

In the event any future loss contingency signiftgaaxceeds the current amount accrued, the rengrafi the ultimate liability may result in a
material impact on net income for the annual cerimt period during which the additional costs azeraed. Management does not believe
any potential liability ultimately attributed togiCompany for its environmental-related mattersomditional asset retirement obligations will
have a material adverse effect on the Company&nfiral condition, liquidity or cash flow due to thgtended period of time during which
environmental investigation and remediation takase An estimate of the potential impact on thenfany’s operations cannot be made |
to the aforementioned uncertainties.

Management expects these contingent environmegitetied liabilities and conditional asset retiremasitgations to be resolved over an
extended period of time. Management is unable deige a more specific time frame due to the indfiamount of time to conduct
investigation activities at any site, the indenitmount of time to obtain governmental agency@amr as necessary, with respect to
investigation and remediation activities, and tidefinite amount of time necessary to conduct reatied activities.

Contractual Obligations, Commercial Commitments akdarranties

Short-term borrowings decreased $31.8 million té.%6nillion at June 30, 2014 from $96.6 millionzcember 31, 2013 . Total long-term
debt was $1.625 billion at June 30, 2014 and Deeerdb, 2013 and decreased $10.0 million from $11886n at June 30, 2013 . See the
Financial Condition, Liquidity and Cash Flow seatiof this report for more information. There haweb no other significant changes to the
Company’s contractual obligations and commerciahmitments in the second quarter of 2014 as sumethiizManagement's Discussion
and Analysis of Financial Condition and Result©gpkrations in the Company’s Annual Report on Fo@aKTfor the year ended

December 31, 2013 .

Changes to the Company’s accrual for product wéyrelaims in the first six months of 2014 are disgld in Note 5.

Litigation

In the course of its business, the Company is stibjea variety of claims and lawsuits, includibgt not limited to, litigation relating to
product liability and warranty, personal injury v@enmental, intellectual property, commercial, tractual and antitrust claims that are
inherently subject to many uncertainties regardirggpossibility of a loss to the Company. Thesesttainties will ultimately be resolved
when one or more future events occur or fail tauo@onfirming the incurrence of a liability or theduction of a liability. In accordance with
the Contingencies Topic of the ASC, the Companyusscfor these contingencies by a charge to inaghen it is both probable that one or
more future events will occur confirming the fattdoss and the amount of the loss can be realoastimated. In the event that the
Company’s loss contingency is ultimately determitete significantly higher than currently accrutd recording of the additional liability
may result in a material impact on the Companyssiits of operations, liquidity or financial conditi for the annual or interim period during
which such additional liability is accrued. In tlkosases where no accrual is recorded becauseat gobable that a liability has
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been incurred and the amount of any such loss ¢deneasonably estimated, any potential liabilitymately determined to be attributable
the Company may result in a material impact onGbepany’s results of operations, liquidity or fiéal condition for the annual or interim
period during which such liability is accrued. hose cases where no accrual is recorded or exptuslags exists in excess of the amount
accrued, the Contingencies Topic of the ASC regudisclosure of the contingency when there is aaeable possibility that a loss or
additional loss may have been incurred.

Lead pigment and lead-based paint litigationThe Company’s past operations included the manufa@nd sale of lead pigments and lead-
based paints. The Company, along with other congsars and has been a defendant in a number dfdemzeedings, including individual
personal injury actions, purported class actiond,actions brought by various counties, citiespstiistricts and other government-related
entities, arising from the manufacture and salead pigments and lead-based paints. The plaintitiéms have been based upon various
legal theories, including negligence, strict lithjlbreach of warranty, negligent misrepresentatiand omissions, fraudulent
misrepresentations and omissions, concert of aatieih conspiracy, violations of unfair trade ptige and consumer protection laws,
enterprise liability, market share liability, publuisance, unjust enrichment and other theories.plaintiffs seek various damages and relief,
including personal injury and property damage, £osfating to the detection and abatement of les paint from buildings, costs
associated with a public education campaign, médicaitoring costs and others. The Company hasltadsm a defendant in legal
proceedings arising from the manufacture and dat@w-lead-based paints that seek recovery basaa various legal theories, including the
failure to adequately warn of potential exposurketal during surface preparation when using nod-lesed paint on surfaces previously
painted with lead-based paint. The Company belithvaisthe litigation brought to date is without her subject to meritorious defenses and
is vigorously defending such litigation. The Compéwas not settled any lead pigment or Ibaded paint litigation. The Company expects
additional lead pigment and lead-based paint liligamay be filed against the Company in the fusserting similar or different legal
theories and seeking similar or different typesaages and relief.

Notwithstanding the Compa’s views on the merits, litigation is inherentlybect to many uncertainties, and the Company utétganay

not prevail. Adverse court rulings or determinasiarf liability, among other factors, could affelsetlead pigment and lead-based paint
litigation against the Company and encourage arase in the number and nature of future claimspaoceedings. In addition, from time to
time, various legislation and administrative regolas have been enacted, promulgated or proposiedpimse obligations on present and
former manufacturers of lead pigments and leadébpaits respecting asserted health concerns asstevith such products or to overturn
the effect of court decisions in which the Companyg other manufacturers have been successful.

Due to the uncertainties involved, management &blmto predict the outcome of the lead pigmentlaad-based paint litigation, the number
or nature of possible future claims and proceedarghe effect that any legislation and/or admaiste regulations may have on the litiga

or against the Company. In addition, managemematareasonably determine the scope or amount gidtential costs and liabilities related
to such litigation, or resulting from any such Egtion and regulations. The Company has not adaaag amounts for such litigation. With
respect to such litigation, including the publidsance litigation, the Company does not believéithia probable that a loss has occurred, and
it is not possible to estimate the range of po&ddisses as there is no prior history of a losthisfnature and there is no substantive
information upon which an estimate could be bakedddition, any potential liability that may restrom any changes to legislation and
regulations cannot reasonably be estimated. levkat any significant liability is determined to &ributable to the Company relating to
such litigation, the recording of the liability magsult in a material impact on net income fordhaual or interim period during which such
liability is accrued. Additionally, due to the umtnties associated with the amount of any suahillty and/or the nature of any other rem:
which may be imposed in such litigation, any pdtdiability determined to be attributable to tBempany arising out of such litigation may
have a material adverse effect on the Companytidtsesf operations, liquidity or financial conditioAn estimate of the potential impact on
the Company’s results of operations, liquidity imahcial condition cannot be made due to the afergimned uncertainties.

Public nuisance claimlitigation . The Company and other companies are or were dafenaelegal proceedings seeking recovery based on
public nuisance liability theories, among othermitties, brought by the State of Rhode Island, thg &fiSt. Louis, Missouri, various cities a
counties in the State of New Jersey, various citighe State of Ohio and the State of Ohio, thg 6fi Chicago, lllinois, the City of
Milwaukee, Wisconsin and the County of Santa Cl@alifornia and other public entities in the Stat&alifornia. Except for the Santa Clara
County, California proceeding, all of these legalgeedings have been concluded in favor of the Gompand other defendants at various
stages in the proceedings.

The proceedings initiated by the State of Rhodentslincluded two jury trials. At the conclusiontbé second trial, the jury returned a verdict
finding that (i) the cumulative presence of leaghpént in paints and coatings on buildings in theteSof Rhode Island constitutes a public
nuisance, (i) the Company, along with two otheleddants, caused or substantially contributed éactieation of the public nuisance and

(iii) the Company and two other defendants shoel@tuered to abate the public nuisance. The Compadywo other defendants appealed
and, on July 1, 2008, the Rhode Island SupremetCour
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among other determinations, reversed the judgnfeadtatement with respect to the Company and tweralkfendants. The Rhode Island
Supreme Court’s decision reversed the public ngisdiability judgment against the Company on thsi®that the complaint failed to state a
public nuisance claim as a matter of law.

The Santa Clara County, California proceeding wi#gted in March 2000 in the Superior Court of State of California, County of Santa
Clara. In the original complaint, the plaintiffssasted various claims including fraud and conceatirsdrict product liability/failure to warn,
strict product liability/design defect, negligencegligent breach of a special duty, public nuisapecivate nuisance, and violations of
California’s Business and Professions Code. A nurobthe asserted claims were resolved in favahefdefendants through pre-trial
proceedings. The named plaintiffs in the Fourth Adexl Complaint, filed on March 16, 2011, are then@i@s of Santa Clara, Alameda, Los
Angeles, Monterey, San Mateo, Solano and VentheaClities of Oakland and San Diego and the City@odnty of San Francisco. The
Fourth Amended Complaint asserted a sole clainpdittic nuisance, alleging that the presence of fggahents for use in paint and coatings
in, on and around residences in the plaintiffsigdictions constitutes a public nuisance. The piffsnsought the abatement of the alleged
public nuisance that exists within the plaintiffistisdictions. A trial commenced on July 15, 2018 @&nded on August 22, 2013. The court
entered final judgment on January 27, 2014, findinfavor of the plaintiffs and against the Compamg two other defendants (ConAgra
Grocery Products Company and NL Industries, Ifithg final judgment held the Company jointly andesally liable with the other two
defendants to pay $1.15 billion into a fund to afthe public nuisance. The Company strongly dissgvéth the judgment. On February 18,
2014, the Company filed a motion for new trial @chotion to vacate the judgment. The court derfiedé¢ motions on March 24, 2014. On
March 28, 2014, the Company filed a notice of apfmethe Sixth District Court of Appeal for the 8taof California. The filing of the notice
of appeal effects an automatic stay of the judgmatiout the requirement to post a bond. The Comjmatieves that the judgment conflicts
with established principles of law and is unsuppotty the evidence. The Company has had a favonaditey with respect to lead pigment
and lead-based paint litigation, particularly otpablic nuisance litigation, and accordingly, then@pany believes that it is not probable that a
loss has occurred and it is not possible to estinta range of potential loss with respect to teec

Litigation seeking damages from alleged personal injury . The Company and other companies are defendantsumaer of legal proceedings
seeking monetary damages and other relief frongedigoersonal injuries. These proceedings incluaiens| by children allegedly injured fro
ingestion of lead pigment or lead-containing paimdl claims for damages allegedly incurred by thiel@n’s parents or guardians. These
proceedings generally seek compensatory and pardimages, and seek other relief including medicaitoring costs. These proceedings
include purported claims by individuals, groupsnafividuals and class actions.

The plaintiff in Thomas v. Lead Industries Assoiciat et al., initiated an action in state courtingathe Company, other alleged former lead
pigment manufacturers and the Lead Industries AagSon in September 1999. The claims against the@my and the other defendants
included strict liability, negligence, negligentsrépresentation and omissions, fraudulent misreptagon and omissions, concert of action,
civil conspiracy and enterprise liability. Impliaitithin these claims is the theory of “risk contriton” liability (Wisconsin’s theory which is
similar to market share liability, except that iigl can be joint and several) due to the plaftgifnability to identify the manufacturer of any
product that allegedly injured the plaintiff. Thase ultimately proceeded to trial and, on Novensh@007, the jury returned a defense
verdict, finding that the plaintiff had ingesteditehlead carbonate, but was not brain damagedjureid as a result. The plaintiff appealed
and, on December 16, 2010, the Wisconsin Courtpgfeals affirmed the final judgment in favor of thempany and other defendants.

Wisconsin is the only jurisdiction to date to appltheory of liability with respect to alleged pamal injury (i.e., risk contribution/market
share liability) that does not require the plairtifidentify the manufacturer of the product thliégedly injured the plaintiff in the lead
pigment and leatbased paint litigation. Although the risk contrilout liability theory was applied during the Thontdal, the constitutionalit
of this theory as applied to the lead pigment casssnot been judicially determined by the Wiscossate courts. However, in an unrelated
action filed in the United States District Court fhe Eastern District of Wisconsin, Gibson v. Ailnan Cyanamid, et al., on November 15,
2010, the District Court held that Wisconsin’s rigdtribution theory as applied in that case viedahe defendants’ right to substantive due
process and is unconstitutionally retroactive. Ditgrict Court's decision in Gibson v. American @gaid, et al., has been appealed by the
plaintiff and is awaiting a decision by the Unitgthtes Court of Appeals for the Seventh CircuiscAin Yasmine Clark v. The Sherwin-
Williams Company, et al., the Wisconsin Circuit @oMilwaukee County, on March 25, 2014, held ttiet application to a pending case of
Section 895.046 of the Wisconsin Statutes (whiehifaés the application of the risk contributioretity) is unconstitutional as a violation of
the plaintiff's right to due process of law unds Wisconsin Constitution. On April 8, 2014, defants filed a petition requesting the
Wisconsin Court of Appeal to hear the issue aqgerlbcutory appeal and plaintiff filed a responseApril 22, 2014,

[nsurance coverage litigation . The Company and its liability insurers, includirgrtain underwriters at Lloyd’s of London, initiategal
proceedings against each other to primarily deteggramong other things, whether the costs anditiabi

24




associated with the abatement of lead pigment@rered under certain insurance policies issuetldd@ompany. The Company’s action,
filed on March 3, 2006 in the Common Pleas Counydhoga County, Ohio, is currently stayed and imacihe liability insurers’ action,
which was filed on February 23, 2006 in the Supréart of the State of New York, County of New Yphas been dismissed. An ultimate
loss in the insurance coverage litigation would mieat insurance proceeds could be unavailablerthdepolicies at issue to mitigate any
ultimate abatement related costs and liabilitigee Tompany has not recorded any assets relatbdde insurance policies or otherwise
assumed that proceeds from these insurance policiekl be received in estimating any contingertiiliey accrual. Therefore, an ultimate
loss in the insurance coverage litigation withodegermination of liability against the Companytlie lead pigment or lead-based paint
litigation will have no impact on the Company’sukts of operation, liquidity or financial conditioAs previously stated, however, the
Company has not accrued any amounts for the leadgpit or lead-based paint litigation and any sigaift liability ultimately determined to
be attributable to the Company relating to sudgdtion may result in a material impact on the Camps results of operations, liquidity or
financial condition for the annual or interim petiduring which such liability is accrued.

Government tax assessment settlements related todilian operations.Charges totaling $28.7 million and $2.9 million weecorded to
Cost of goods sold and SG&A, respectively, durimg $econd and third quarters of 2013. The charges primarily related to import duty
taxes paid to the Brazilian government relatedhéortandling of import duties on products brougha ihe country for the years 2006 through
2012. The Company elected to pay the taxes thrangdxisting voluntary amnesty program offered ®ydbvernment to resolve these issues
rather than contest them in court. The after-teacgbs were $21.9 million for the full year 2013eT®ompanys import duty process in Bra:
was changed to reach a final resolution of thigenatith the Brazilian government.

Litigation related to Consorcio Comex.As previously disclosed, the Company entered irdefaitive Stock Purchase Agreement (as
subsequently amended and restated, the “Purchasemgnt”), with Avisep, S.A. de C.V. (“Avisep”) amkvisep, S.A. de C.V. (“Bevisep”)
to, among other things, acquire the Mexico businé€3onsorcio Comex, S.A. de C.V. (the "Acquisitiprunder the terms of the Purchase
Agreement, either the Company or Avisep and Bevigagpthe right to terminate the Purchase Agreeimethe event that the closing of the
Acquisition did not occur on or prior to March 2014 and such party was not in material breache@Purchase Agreement.

On April 3, 2014, the Company sent notice to Aviseg Bevisep that the Company was terminating threrase Agreement. On April 3,
2014, the Company filed a complaint for declarajodgment in the Supreme Court of the State of Nenk, New York County, requesting
the court to declare that the Company had used @yoially reasonable efforts as required under trelise Agreement and has not
breached the Purchase Agreement. On April 11, 2&ti4ep and Bevisep initiated an arbitration pratieg against the Company in the
International Court of Arbitration contending thlhé Company breached the Purchase Agreement bintgimg the Purchase Agreement and
not utilizing commercially reasonable efforts unttex Purchase Agreement, which allegedly causedefwand Bevisep to incur damages.
The Company believes that the claims are withouttraad intends to vigorously defend against suahs.

Titanium dioxide suppliers antitrust class action awsuit. The Company is a member of the plaintiff classtegldo Titanium Dioxide
Antitrust Litigation that was initiated in 2010 agst certain suppliers alleging various theorieselief arising from purchases of titanium
dioxide made from 2003 through 2012. The Courtd@gsoved a settlement less attorney fees and expéinat is expected to be
approximately $109.0 million. The Company timelygiitted claims to recover its pro-rata portiontod final net settlement. There is no
specified deadline for the claims administratocamplete the review of all claims submitted. Astpbint, a possible settlement amount or
range that the Company expects to receive cannaas®nably determined due to the uncertaintyemtimber and dollar amount of claims
filed and approved.

25




Shareholder’ Equity

Shareholders’ equity decreased $249.6 million t&38 billion at June 30, 2014 from $1.775 billiarDeecember 31, 2013 and decreased
$342.6 million from $1.868 billion at June 30, 201Bhe decrease in Shareholders’ equity for thet §iix months of 2014 resulted primarily
from purchases of treasury stock of $665.5 milao cash dividends paid on common stock of $108IBmpatrtially offset by net income
of $406.9 million and an increase in Other capfeé$133.0 million , resulting primarily from stodption exercises, and a decrease in
Cumulative other comprehensive loss of $5.5 milli@ince June 30, 2013 , purchases of treasuri &0&1.202 billion and cash dividends
paid on common stock of $210.5 million more thafsetfincreases from net income of $786.0 milliam increase in Other capital of $207.7
million and a decrease in Cumulative other compmsive loss of $97.5 million in twelve months. Dgithe first six months of 2014 , the
Company purchased 3.33 million shares of its comstock for treasury purposes through open marketyases. The Company purchased
6.33 million shares of its common stock since J8®e2013 for treasury. The Company acquires itsmmomstock for general corporate
purposes, and depending on its cash position amkietneonditions, it may acquire additional sharethe future. The Company had remair
authorization at June 30, 2014 to purchase 8.8®m#hares of its common stock. At a meeting lweld=ebruary 19, 2014, the Board of
Directors increased the quarterly cash dividenthf50 per common share to $.55 per common shhre quarterly dividend, if approved in
each of the remaining quarters of 2014, will resutin annual dividend for 2014 of $2.20 per commloare or a 30.3 percent payout of 2013
diluted net income per common share.

Cash Flow

Net operating casimproved $29.5 million in the first six months d24 to a cash source of $331.6 million from a cmlrce of $302.1
million in 2013 primarily due to an increase in imgtome of $33.4 million and a non-recurring paytrterthe ESOP for the 2012 DOL
settlement of $80.0 million in the first quarter2f13, partially offset by increases in working itafrom acquisitions. Net investing cash
usage decreased $43.4 million in the first six rhemtf 2014 to a usage of $84.0 million from a usafgg127.4 million in 2013 primarily due
to decreased cash used in other investments adlgliower capital expenditures. Net financingltasage increased $428.9 million to a
usage of $725.7 million in the first six months26f14 from a usage of $296.8 million in 2013 prifyatiue to increases in treasury stock
purchases of $433.0 million and net decreasesdrt-tbrm borrowings of $14.5 million in the firaksnonths of 2014 partially offset by
increased proceeds from stock options exercis&l®B million . In the twelve month period fromyidl, 2013 through June 30, 2014 , the
Company generated net operating cash of $1.118millused $294.9 million in investing activitiesdaused $1.282 billion in financing
activities. In that same period, the Company iree@§t161.4 million in capital additions and improwars and $74.9 million in acquisitions,
received net proceeds from total debt of $6.9 amilli purchased $1.202 billion in treasury stock jpaid $210.5 million in cash dividends to
its shareholders of common stock.

Market Risk

The Company is exposed to market risk associattddimterest rate, foreign currency and commoditigtilations. The Company occasionally
utilizes derivative instruments as part of its @kefinancial risk management policy, but does me¢ derivative instruments for speculative or
trading purposes. In the first six months of 201fe, Company entered into forward currency exchaogéracts with maturity dates of less
than twelve months to hedge against value chamgieseign currency. The Company believes it magxgosed to continuing market risk
from foreign currency exchange rate and commoditedfluctuations. However, the Company does npeekthat foreign currency exchar
rate and commodity price fluctuations or hedgingtcact losses will have a material adverse effadhe Company'’s financial condition,
results of operations or cash flows.

Financial Covenant

Certain borrowings contain a consolidated levei@genant. The covenant states the Company'’s legesd® is not to exceed 3.25 to 1.00.
The leverage ratio is defined as the ratio of twtdébtedness (the sum of Short-term borrowingsre@t portion of long-term debt and Long-
term debt) at the reporting date to consolidatearfiihgs Before Interest, Taxes, Depreciation, ambization” (EBITDA) for the twelve
month period ended on the same date. Refer toRksults of Operations” caption below for a recaation of EBITDA to Net income. At
June 30, 2014 , the Company was in compliance thidtcovenant. The CompasyNotes, Debentures and revolving credit agreencemtiir
various default and cross-default provisions. mekent of default under any one of these arrangtnacceleration of the maturity of any
one or more of these borrowings may result. See Mpbn pages 61 to 62, in the Company’s AnnuabRem Form 10-K for the year ended
December 31, 2013 for more information concerniig@ompany’s debt and related covenant.
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RESULTS OF OPERATIONS

Shown below are net sales and income before tgxesdment for the second quarter and first six mont

(Thousands of dollars) Three Months Ended June 30, Six Months Ended June 30,

2014 2013 Change 2014 2013 Change
Net Sales:
Paint Stores Group $ 1,882,559 $ 1,606,50 17.2% $ 3,24259 $ 2,774,44 16.€%
Consumer Group 433,35t 393,66( 10.1% 758,65! 702,24( 8.C%
Global Finishes Group 544,59 513,52 6.1% 1,042,23 1,000,34; 4.2%
Latin America Coatings Group 181,22: 198,99: -8.C% 363,60 401,62 -9.5%
Administrative 1,22¢ 1,20t 2.C% 2,45¢ 2,40: 2.2%
Total $ 3,04299 $ 2,713,88! 12.1% $ 5,40955 $ 4,881,05 10.€ %
(Thousands of dollars) Three Months Ended June 30, Six Months Ended June 30,

2014 2013 Change 2014 2013 Change
Income Before Income Taxes:
Paint Stores Group $ 37585 $ 332,97 12¢% $ 522,12 $ 462,68 12.6%
Consumer Group 92,48¢ 79,04: 17.C% 143,57t 133,01 7.C%
Global Finishes Group 54,86" 54,46: 0.7% 101,34. 88,39¢ 14.€ %
Latin America Coatings Group 5,66( 85¢€ 561.2% 15,64" 21,69¢ -27.€%
Administrative (99,640 (86,44 -15.2% (187,38() (156,519 -19.7%
Total $ 429,23( $ 380,88 127% $ 595300 $ 549,26¢ 8.4%

Consolidated net sales increased in the secondeq@end increased in the first six months of 20ad drimarily to higher paint sales volume
in our Paint Stores Group and acquisitions. Actjoiss increased consolidated net sales 4.6 peicdiné quarter and 4.5 percent in the first
six months , while unfavorable currency translatiate changes decreased consolidated net salpsi@ént in the quarter and 1.3 percent in
the first six months .

Net sales of all consolidated foreign subsidiaweseup 8.5 percent to $576.7 million in the quarter apcb.5 percent to $1.106 billion in the
first six months versus $531.6 million and $1.04Bdm in the same periods last year. The incraéagseet sales for all consolidated foreign
subsidiaries in the quarter was due primarily tguasitions, which increased net sales 8.0 percetita quarter, and selling price increases
partially offset by a 4.1 percent negative impddbeeign currency translation rate changes. Tleegiase in the first six months was due
primarily to acquisitions, which increased net sd€7 percent in the first six months , and selpnige increases partially offset by a 5.8
percent negative impact of foreign currency traitatarate changes. Net sales of all operationsrdttam consolidated foreign subsidiaries
were up 13.0 percent to $2.466 billion in the geraaind up 12.3 percent to $4.304 billion in thstfiix months as compared to $2.182 billion
and $3.833 billion in the same periods last year.

Net sales in the Paint Stores Grdncreased in the second quarter and first six msdtke primarily to higher architectural paint salekime
and acquisitions. Acquisitions increased net sal&percent in the quarter and increased net 8a8gsercent in the first six monthdlet sale:
from stores open for more than twelve calendar imcreased 9.8 percent in the quarter and inede®® percent in the first six months
compared to last year's comparable periods. Ta#ltsales volume percentage increases were inighesingle digits for the core business
and exceeded 20.0 percent when including acquisitior the quarter and first six months as compardast years comparable periods. Se
of non-paint products increased by 13.2 percent lagt year’s second quarter and increased byd&@nt over last year's first six months .
A discussion of changes in volume versus pricingsédes of products other than paint is not pemtitkeie to the wide assortment of general
merchandise sold. Net sales of the Consumer Gratrpased in the second quarter and first six madhksprimarily to the impact of
acquisitions and the timing of seasonal shipmeng®ine customers. Acquisitions increased net Salegercent in the quarter and increased
net sales 4.5 percent in the first six months .9déts in the Global Finishes Group stated in daBars increased in the second quarter and
first six months due primarily to selling price irases partially offset by lower paint sales voland unfavorable currency translation rate
changes, which decreased net sales by 0.3 percdre guarter and 0.9 percent in the first six mentNet sales in the Latin America
Coatings Group stated in U.S. dollars decreasd#tkisecond quarter and first six months , whichpramarily be attributed to unfavorable
currency translation rate changes and
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lower paint sales volume partially offset by sajljprice increases. Currency translation rate chedgereased net sales by 11.3 percent in the
guarter and decreased net sales by 13.9 percth# first six months . Net sales in the Administ@aisegment, which primarily consist of
external leasing revenue of excess headquartecs sl leasing of facilities no longer used byGlepany in its primary business, were
essentially flat in the second quarter and firstnsonths .

Consolidated gross profit increased $176.1 milliothe second quarter and increased $279.1 milfighe first six months of 2014 compared
to the same periods in 2013 . As a percent of satesolidated gross profit increased to 46.3 pericethe quarter from 45.5 percent in the
second quarter of 2013 and improved to 45.8 peioghe first six months of 2014 from 45.0 perclast year. The percent to sales and dollar
increases were primarily due to increased paietssablume and selling price increases.

The Paint Stores Group’s gross profit was highan tlast year by $142.0 million in the second quaatel was higher than last year by $246.8
million in the first six months due to higher pagales volume. The Paint Stores Group’s grosstpraigins were essentially flat in the
quarter and first six months compared to the sagnegs last year as the impact of higher paintssaddume was offset by the impact of
acquisitions. The Consumer Group’s gross profiteased by $22.0 million in the quarter and incrddse$23.4 million in the first six

months compared to the same periods last year plyndlae to acquisitions and increased sales volurhe Consumer Group's gross profit
margins increased as a percent of sales for thmdeguarter and first six months compared to tineesperiods last year primarily due to
improved manufacturing volumes and operating efficy. The Global Finishes Group’s gross profitéased $8.4 million in the second
quarter and increased $14.0 million in the firgtreionths compared to the same periods last yeam wtated in U.S. dollars, primarily due to
increased sales. The Global Finishes Group’s grasft margins were down as a percent of salehenquarter and essentially flat as a
percent of sales in the first six months compacetth¢ same periods last year due primarily to umable currency impacts partially offset by
selling price increases. The Latin America CoatiBgsup’s gross profit increased by $4.2 milliorttie second quarter and decreased by $2.7
million in the first six months from the same peisan the prior year, when stated in U.S. dollpranarily due to the Brazilian government
import duty tax assessment in 2013 of $11.8 mildod selling price increases partially offset byédo volume sales, increasing raw material
costs and unfavorable currency translation rate@bs The Latin America Coatings Group’s grossipnoérgins were ups a percent of sa

for the second quarter and first six months as @etpto the same periods last year for these seasems. Excluding the Brazilian
government import duty tax assessment in 2013,.ati@ America Coatings Group’gross profit margins were lower as a percenalelss Th
Administrative segment’s gross profit decrease$®@yp million in the second quarter and decrease®2oy million in the first six months
compared to the same periods last year.

Selling, general and administrative expenses (SGi&éjeased $132.1 million in the second quarterinackased $237.5 million in the first

six months of 2014 versus last year due primadlintreased expenses to support higher sales landlaet new store openings as well as the
impact from acquisitions. As a percent of salessotidated SG&A increased to 31.8 percent in thertgu and increased to 34.3 perdarthe
first six months from 30.8 percent in the secondrtgr and 33.1 percent in the first six months@f2primarily due to timing of net new

store openings in the quarter and acquisitions.

The Paint Stores Group’s SG&A increased $98.7 onillh the second quarter and increased $187.5milti the first six months due
primarily to net new store openings and generalgamable store expenses to support higher salels lasevell as the impact from
acquisitions. The Consumer Group’s SG&A was up $8ilbon in the quarter and increased $12.9 milliorihe first six months compared to
the same periods last year primarily due to actiois. The Global Finishes Group’s SG&A increas&é.$ million in the quarter and
increased $10.7 million in the first six months doéncreased sales, SG&A charges of $4.3 milliothe quarter related to the exit of the
business in Venezuela and the timing of spendimtigtist offset by currency translation rate changBse Latin America Coatings Group’s
SG&A increased $0.2 million in the second quartet encreased $0.9 million in the first six monthedo timing of spending partially offset
by currency translation rate changes. The Admiaiiste segment’s SG&A increased $12.4 million in seeond quarter and increased $25.4
million in the first six months primarily due to@uisition due diligence and integration efforts amfdrmation systems costs.

Other general expense—net increased $0.3 millidthersecond quarter and decreased $4.2 milliongriitst six months . The decreasehe
first six months was primarily due to decreased/isions for environmental expenses and decreassdlio disposal of assets both in the
Administrative segment.

Other (income) expense—net improved $5.9 milliothim second quarter and increased $2.6 milliohérfitst six months primarily due to
decreased foreign currency transaction lossestinthe Global Finishes and Latin America Coatingsups.

Consolidated income before income taxes incread8dB3$nillion , including a loss from acquisitions%9.0 million , in the second quarter
and increased $46.0 million in the first six montl® to higher segment profits in Paint Stores,s0orer, and Global Finishes Groups
partially offset by increased expenses in the Adstiiative segment. The Global Finishes Group'sifgrafere reduced by charges in the
quarter related to the exit of the business in Yarka. The Latin America Coatings
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Group segment profits were lower for both the sdaguearter and the first six months when excludhrgBrazil tax assessments impact on
2013 results.

The effective income tax rate of 32.1 percent lier $econd quarter of 2014 was lower than the 3&ept effective income tax rate for the
second quarter of 2013 due primarily to the timifigliscrete items. The effective income tax rat8bk percent for the first six months of
2014 was lower than the 32.0 percent effectiverimetax rate for the first six months of 2013 alse grimarily to the timing of discrete
items.

Net income for the quartincreased $34.2 million to $291.4 million from $25Million in the second quarter of 2013 and inseeh$33.4
million to $406.9 million from $373.5 million in #first six months of 2013 . Diluted net income pemmon share increased 19.5 percent
from $2.46 per share in the second quarter of 20%2.94 per share, including a $.06 per shareftoss acquisitions, in the second quadér
2014 . Diluted net income per common share incek&8e7 percent from $3.57 in the first six month2@13 to $4.06 in the first six months
of 2014 , including an $.18 per share loss fromuggitions. The quarter and six months 2013 dilutetlincome per common share included
charges of $.08 per share related to the Brazihtmessments.

Management considers a measurement that is notor@dance with U.S. generally accepted accountiimgiples a useful measurement of
the operational profitability of the Company. Soimeestment professionals also utilize such a memsent as an indicator of the value of
profits and cash that are generated strictly frgmrating activities, putting aside working capéal certain other balance sheet changes. For
this measurement, management increases net inaoramgfificant non-operating and neash expense items to arrive at an amount kno
“Earnings Before Interest, Taxes, Depreciation Antbrtization” (EBITDA). The reader is cautioned thiae following value for EBITDA
should not be compared to other entities unknowirgBITDA should not be considered an alternatovedt income or cash flows from
operating activities as an indicator of operatiegi@mance or as a measure of liquidity. The reatieuld refer to the determination of net
income and cash flows from operating activitiead@cordance with U. S. generally accepted accoumpiiimgiples disclosed in the Statements
of Consolidated Income and Comprehensive IncomeStaigments of Consolidated Cash Flows. EBITDAszsllby management is
calculated as follows:

(Thousands of dollars) Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013

Net income $ 291,44 $ 257,28 $ 406,90: $ 373,47.
Interest expense 16,37 15,06¢ 32,76¢ 30,38(
Income taxes 137,78: 123,59° 188,40: 175,79¢
Depreciation 42,10¢ 39,40¢ 83,51 78,30
Amortization 7,59¢ 6,46% 15,14¢ 14,127
EBITDA $ 495,30: $ 441,82 % 726,73 $ 672,07¢
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFO RMATION

Certain statements contained in “Management’s Bisiom and Analysis of Financial Condition and Ressof Operations” and elsewhere in
this report constitute “forward-looking statemenigthin the meaning of Section 27A of the Secusithect of 1933 and Section 21E of the
Securities Exchange Act of 1934. These forward-loglstatements are based upon management’s cexpettations, estimates,
assumptions and beliefs concerning future everdanditions and may discuss, among other thing&ipated future performance
(including sales and earnings), expected growtinyéubusiness plans and the costs and potentiditjafor environmentalkelated matters al
the lead pigment and lead-based paint litigatiomy Statement that is not historical in nature fieravard-looking statement and may be
identified by the use of words and phrases suclxgsects,” “anticipates,” “believes,” “will,” “willlikely result,” “will continue,” “plans to”
and similar expressions.

Readers are cautioned not to place undue reliamegy forward-looking statements. Forward-lookitagements are necessarily subject to
risks, uncertainties and other factors, many ofcWlire outside the control of the Company, thatcdcoause actual results to differ materially
from such statements and from the Compamystorical results and experience. These rigksgtiainties and other factors include such th
as: (a) general business conditions, strengthstall and manufacturing economies and the growthercoatings industry; (b) competitive
factors, including pricing pressures and produabiration and quality; (c) changes in raw matenmed anergy supplies and pricing;

(d) changes in the Company’s relationships withamgrs and suppliers; (e) the Company’s abilitattain cost savings from productivity
initiatives; (f) the Company’s ability to succedsflintegrate past and future acquisitions intoexgsting operations, including the recent
acquisitions of the Comex business in the UnitedeStand Canada, Geocel Holdings Corporation amgjii Pulanna, as well as the
performance of the businesses acquired; (g) changgseral domestic economic conditions such #ation rates, interest rates, tax rates,
unemployment rates, higher labor and healthcares cacessions, and changing government poli@es &nd regulations; (h) risks and
uncertainties associated with the Company’s exparisto and its operations in Asia, Europe, Soutiefica and other foreign markets,
including general economic conditions, inflatiote recessions, foreign currency exchange ratesigh investment and repatriation
restrictions, legal and regulatory constraintsil cimrest and other external economic and politfaators; (i) the achievement of growth in
foreign markets, such as Asia, Europe and Southrigaie(j) increasingly stringent domestic and fgregovernmental regulations, including
those affecting health, safety and the environmgitnherent uncertainties involved in assessimg@ompany’s potential liability for
environmental-related activities; (I) other changregovernmental policies, laws and regulationsluding changes in accounting policies and
standards and taxation requirements (such as nelata and new or revised tax law interpretatio(is)); the nature, cost, quantity and
outcome of pending and future litigation and ottlaims, including the lead pigment and lead-basedtpitigation, and the effect of any
legislation and administrative regulations relatihgreto; and (n) unusual weather conditions.

Readers are cautioned that it is not possibleeadipt or identify all of the risks, uncertaintiesdaother factors that may affect future results
and that the above list should not be considerdsta complete list. Any forward-looking statemgpéaks only as of the date on which such
statement is made, and the Company undertakesligatidn to update or revise any forward-lookingtstment, whether as a result of new
information, future events or otherwise.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

The Company is exposed to market risk associattdimterest rate, foreign currency and commoditigtilations. The Company occasionally
utilizes derivative instruments as part of its @befinancial risk management policy, but does me¢ derivative instruments for speculative or
trading purposes. The Company enters into optiahfarward currency exchange contracts and commasligps to hedge against value
changes in foreign currency and commodities. The@my believes it may experience continuing logses foreign currency translation

and commodity price fluctuations. However, the Campdoes not expect currency translation, tramsactiommodity price fluctuations or
hedging contract losses to have a material adeffset on the Company’s financial condition, reswf operations or cash flows. There were
no material changes in the Company’s exposure taehask since the disclosure included in ManagetseDiscussion and Analysis of
Financial Condition and Results of Operations e @mpany’s Annual Report on Form 10-K for the yeraded December 31, 2013 .

31




Item 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repsg,carried out an evaluation, under the supenviaind with the participation of our
Chairman and Chief Executive Officer and our Sekfoe President—Finance and Chief Financial Officéithe effectiveness of our
disclosure controls and procedures pursuant to R2del5 and Rule 15d-15 of the Securities Exch@mgef 1934, as amended (“Exchange
Act”). Based upon that evaluation, our Chairman @héf Executive Officer and our Senior Vice Presid—Finance and Chief Financial
Officer concluded that as of the end of the pedodered by this report our disclosure controls pirtedures were effective to ensure that
information required to be disclosed by us in répare file or submit under the Exchange Act is rded, processed, summarized and
reported within the time periods specified in Sé®s and Exchange Commission rules and forms aaedmulated and communicated to our
management including our Chairman and Chief Exeeufifficer and our Senior Vice President—Financa @hief Financial Officer, to

allow timely decisions regarding required discl@sur

There were no changes in our internal control dwancial reporting identified in connection withet evaluation that occurred during the
period covered by this report that have materiaffgcted, or are reasonably likely to materiallieaf, our internal control over financial
reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

For information with respect to certain environnadmelated matters and legal proceedings, seanfbemation included under the captions

entitled “Environmental-Related Liabilities” anditlgation” of “Management’s Discussion and Analysfs-inancial Condition and Results

of Operations” and Notes 8 and 9 of the “Notes ¢tedznsed Consolidated Financial Statements,” wiBigtcorporated herein by reference.
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Item 2. Unreqistered Sales of Equity Securities ldad of Proceeds.

A summary of the repurchase activity for the Conymeecond quarter is as follows:

Number of
Shares Number of
Purchased as Shares That
Total Average Part of a May Yet Be
Number of Price Publicly Purchased
Shares Paid Per Announced Under the
Period Purchased Share Plan Plan
April 1 - April 30
Share repurchase progréin 2,007,421 $  201.9¢ 2,007,42 8,842,58!
Employee transactiorid 49¢ 204.3¢ NA
May 1 - May 31
Share repurchase prograth 8,842,58!
June 1 - June 30
Share repurchase prograth 17,58 $  207.0¢ 17,58( 8,825,00!
Employee transactior@ 61€ 203.7¢ NA
Total
Share repurchase progratn 2,025,000 $ 202.0: 2,025,001 8,825,00!
Employee transaction® 1,11¢ 204.0: NA

@ All shares were purchased through the Company'fighylannounced share repurchase program. The Coynipad remaining
authorization at June 30, 2014 to purchase 8,8R%b@res. There is no expiration date specifieth®program. The Company intends
to repurchase stock under the program in the future

@  All shares were delivered to satisfy the exercisegpand/or tax withholding obligations by employeeho exercised stock options or had
shares of restricted stock vest.
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Item 5._Other Information
During the first six months ended ended June 304 2@he Audit Committee of the Board of Directofshe Company approved permitted

non-audit services to be performed by Ernst & Youh&, the Company'’s independent registered puldooanting firm. These non-audit
services were approved within categories relatatbtoestic advisory tax and tax compliance sendegsinternational tax compliance.
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Item 6. Exhibits.

31(a)
31(b)
32(a)
32(b)
101.INS
101.SCH
101.PRE
101.CAL
101.LAB

101.DEF

Rule 13a-14(a)/15d-14(a) Certification ofelltxecutive Officer (filed herewith).
Rule 13a-14(a)/15d-14(a) Certification ofi&@Htrinancial Officer (filed herewith).
Section 1350 Certification of Chief Execati®fficer (filed herewith).

Section 1350 Certification of Chief Financficer (filed herewith).

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Presentation LadebDocument

XBRL Taxonomy Extension Calculation LinldeaDocument

XBRL Taxonomy Extension Label Linkbase Datent

XBRL Taxonomy Extension Definition LinklsaBocument
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Signatures

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

THE SHERWIN-WILLIAMS COMPANY

July 24, 2014 By: /sl Allen J. Mistysyn
Allen J. Mistysyn
Vice President-Corporate Controller

July 24, 2014 By: /sl Catherine M. Kilbane
Catherine M. Kilbane
Senior Vice President, General
Counsel and Secretary
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EXHIBIT 31(a)

CERTIFICATION

I, Christopher M. Connor, certify that:

1.

2.

Date:

| have reviewed this quarterly report on Foi®rQ of The SherwiWilliams Company

Based on my knowledge, this report does notatommny untrue statement of a material fact ortamstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to tl
period covered by this report;

Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this

report;

The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

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

c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presenteisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

d) Disclosed in this report any change in thegtgnt's internal control over financial reportihgt occurred during the
registrant's most recent fiscal quarter (the regis's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

The registrant's other certifying officer(spdrhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing the
equivalent functions):

a) All significant deficiencies and material weaknes in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial
information; and

b) Any fraud, whether or not material, that innedyumanagement or other employees who have a sagmiifiole in the
registrant's internal control over financial repugt

July 24, 2014 /sl Christopher M. Connor
Christopher M. Connor
Chairman and Chief Executive Officer




EXHIBIT 31(b)

CERTIFICATION

I, Sean P. Hennessy, certify that:

1.

2.

Date:

| have reviewed this quarterly report on Foi®rQ of The SherwiWilliams Company

Based on my knowledge, this report does notatommny untrue statement of a material fact ortamstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to tl
period covered by this report;

Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this

report;

The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

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

c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presenteisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

d) Disclosed in this report any change in thegtgnt's internal control over financial reportihgt occurred during the
registrant's most recent fiscal quarter (the regis's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

The registrant's other certifying officer(spdrhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing the
equivalent functions):

a) All significant deficiencies and material weaknes in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial
information; and

b) Any fraud, whether or not material, that innedyumanagement or other employees who have a sagmiifiole in the
registrant's internal control over financial repugt

July 24, 2014 /sl Sean P. Hennessy
Sean P. Hennessy
Senior Vice President-Finance and
Chief Financial Officer




EXHIBIT 32(a)
SECTION 1350 CERTIFICATION

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ®f The Sherwin-Williams Company (the "Companyg) the period ended
June 30, 2014 as filed with the Securities and Brgke Commission on the date hereof (the "RepdytOhristopher M. Connor, Chairman

and Chief Executive Officer of the Company, certgursuant to 18 U.S.C. Section 1350, as adoptezslipnt to Section 906 of the Sarbanes-
Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotssection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of
operations of the Company.

Dated: July 24, 2014 /sl Christopher M. Connor
Christopher M. Connor
Chairman and Chief
Executive Officer

A signed original of this written statement reqdit®y Section 906, or other document authenticategnowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement regdiby Section 906, has been provided to

The Sherwin-Williams Company and will be retaingdTine Sherwin-Williams Company and furnished to $eeurities and Exchange
Commission or its staff upon request.



EXHIBIT 32(b)
SECTION 1350 CERTIFICATION

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ®f The Sherwin-Williams Company (the "Companygi the period ended
June 30, 2014 as filed with the Securities and Brgke Commission on the date hereof (the "RepdytSean P. Hennessy, Senior Vice
President~inance and Chief Financial Officer of the Compassrtify, pursuant to 18 U.S.C. Section 1350, agpéetl pursuant to Section 8
of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotssection 13(a) or 15(d) of the Securities Exg@Act of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of
operations of the Company.

Dated: July 24, 2014 /sl Sean P. Hennessy

Sean P. Hennessy

Senior Vice President-Finance and Chief
Financial Officer

A signed original of this written statement reqdit®y Section 906, or other document authenticaticgnowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement regdiby Section 906, has been provided to

The Sherwin-Williams Company and will be retaingdlihhe Sherwin-Williams Company and furnished to $®eurities and Exchange
Commission or its staff upon request.



