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PART |

ITEM 1. BUSINESS
Introduction

The Sherwin-Williams Company, founded in 1866 amzbrporated in Ohio in 1884, is engaged in the ldgment, manufacture,
distribution and sale of paint, coatings and relgeducts to professional, industrial, commeraiad retail customers primarily in North and
South America with additional operations in theiBlagan region, Europe and Asia. Our principal ekigeoffices are located at 101 West
Prospect Avenue, Cleveland, Ohio 44115-1075, teleel{216) 566-2000. As used in this report, thesetSherwin-Williams,” “Company,”
“we” and “our” mean The Sherwin-Williams Companydats consolidated subsidiaries unless the coielitates otherwise.

Available Information

We make available free of charge on or throughwelysite our Annual Reports on Form 10-K, Quart&#ports on Form 10-Q and
Current Reports on Form 8-K, and amendments te@thegsorts, as soon as reasonably practicablevedt@lectronically file such material with,
or furnish such material to, the Securities andiaxge Commission. You may access these documeitite dimvestor Relations” page of our
website at www.sherwin.com.

We also make available free of charge on our welagit Corporate Governance Guidelines, our Dirdaidependence Standards, our
Code of Conduct and the charters of our Audit Cotteaj our Compensation and Management Developmamnii@ittee and our Nominating
and Corporate Governance Committee. You may athese documents in the “Corporate Governance"@eoin the “Investor Relations”
page of our website at www.sherwin.com.

Basis of Reportable Segments

We report our segment information in the same vaay management internally organizes our businesastessing performance and
making decisions regarding allocation of resoumesccordance with the Segment Reporting TopihefRinancial Accounting Standards
Board Accounting Standards Codification (ASC). Wednfour reportable operating segments: Paint S8reup, Consumer Group, Global
Finishes Group and Latin America Coatings Grouditidually, a "Reportable Segment" and collectiveéhe “Reportable Segments”). Factors
considered in determining our Reportable Segmewtade the nature of business activities, the mamagt structure directly accountable to
the Company’s chief operating decision maker (CODdf)operating and administrative activities, aahility of discrete financial information
and information presented to our Board of Directive report all other business activities and inariat operating segments that are not
reportable in the Administrative segment. For mofermation about the Reportable Segments, seespgagarough 15 of our 2013 Annual
Report, which is incorporated herein by reference.

The Companys CODM has been identified as the Chief Executiffec€ because he has final authority over perfarogaassessment &
resource allocation decisions. Because of the sveperations of the Company, the CODM reguladgires discrete financial information
about each Reportable Segment as well as a sigmifaanount of additional financial information aboartain divisions, business units or
subsidiaries of the Company. The CODM uses all $metmcial information for performance assessmaut r@source allocation decisions. The
CODM evaluates the performance of and allocatesuress to the Reportable Segments based on prddis® before income taxes and cash
generated from operations. The accounting policiéhe Reportable Segments are the same as thesetdel in Note 1 of the Notes to
Consolidated Financial Statements on pages 48ghr61 of our 2013 Annual Report, which is incogied herein by reference.

Paint Stores Group

The Paint Stores Group consisted of 3,908 comp@eyabed specialty paint stores in the United St&tasada, Puerto Rico, Virgin
Islands, Trinidad and Tobago, St. Maarten, Jamé&logacao and Aruba at December 31, 2013 . Each stahis segment is engaged in the
related business activity of selling paint, coasiamd related products to end-use customers. Tihe$ares Group markets and sells Sherwin:
Williams ®branded architectural paint and coatings, protedivd marine products, original equipment manufactfiOEM”) product finishes
and related items. These products are produceddoyfacturing facilities in the Consumer Group. didiéion, each store sells selected
purchased associated products. The loss of aniesingtomer would not have a material adverse effiethe business of this segment. During
2013, this segment acquired 306 stores (226 ittlieed States and 80 in Canada) and opened 8Zmestores, consisting of 86 new stores
opened (75 in the United States, 6 in CanadaFiarto Rico, 2 in Trinidad and 1 in Jamaica) aistibdes closed in the United States. During
2012 and 2011 , this segment opened 70 and 6Cemestores, respectively. A map on the cover flapwf2013 Annual Report, which is
incorporated herein by reference, shows the numibgaint stores and their geographic locations. CB®M uses discrete financial
information about the Paint Stores Group, supplaetewith information by geographic region, prodiygte and customer type, to assess
performance of and allocate resources to the Baares Group as a whole. In
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accordance with ASC 280-10-50-9, the Paint Stomesisas a whole is considered the operating segrardtbecause it meets the criteria in
ASC 280-10-50-10, it is also considered a Repocet&igigment.

Consumer Group

The Consumer Group develops, manufactures andbditgs a variety of paint, coatings and relatedipots to third party customers
primarily in the United States and Canada and HirtFStores Group. Approximately 64 percent oftthtal sales of the Consumer Group in
2013 were intersegment transfers of products piiynsold through the Paint Stores Group. Salesraatketing of certain controlled brand and
private labeled products is performed by a dirat#sstaff. The products distributed through tipiadty customers are intended for resale to th
ultimate end-user of the product. The Consumer @fad sales to certain customers that, individuatlgry be a significant portion of the sales
of the segment. However, the loss of any singléotnsr would not have a material adverse effecherowerall profitability of the segment.
This segment incurred most of the Company’s capitpkenditures related to ongoing environmental dianpe measures. The CODM uses
discrete financial information about the Consumesup, supplemented with information by product typad customer, to assess performanc
of and allocate resources to the Consumer Groapndwmle. In accordance with ASC 280-10-50-9, thaestisner Group as a whole is
considered the operating segment, and becauseisrtiee criteria in ASC 280-10-50-10, it is alsosidered a Reportable Segment.

Global Finishes Group

The Global Finishes Group develops, licenses, naaurfes, distributes and sells a variety of protecdnd marine products, automotive
finishes and refinish products, OEM product finslaad related products in North and South AmeEcappe and Asia. This segment meets
the demands of its customers for a consistent wadlel product development, manufacturing and distidn presence and approach to doing
business. This segment licenses certain technabdytrade names worldwide. Sherwin-Williafrend other controlled brand products are
distributed through the Paint Stores Group andgbgnent’s 300 company-operated branches and g siales staff and outside sales
representatives to retailers, dealers, jobbemnsiees and other third party distributors. Duri@g2, this segment opened 2 new brancheis ( 1
the United States and 1 in Canada) and closedid {2 United States and 2 in Canada) for a netedese of 2 branches. At December 31,
2013, the Global Finishes Group consisted of dfmerain the United States, subsidiaries in 34eifym countries and income from licensing
agreements in 16 foreign countries. The CODM us&sgete financial information about the Global Bmés Group, supplemented with
information about geographic divisions, businesssuand subsidiaries, to assess performance odmechte resources to the Global Finishes
Group as a whole. In accordance with ASC 280-1®5Be Global Finishes Group as a whole is consitiéie operating segment, and bec
it meets the criteria in ASC 280-10-50-10, it iscatonsidered a Reportable Segment. A map on trex flap of our 2013 Annual Report,
which is incorporated herein by reference, showsiimber of branches and their geographic locations

Latin America Coatings Group

The Latin America Coatings Group develops, licensemnufactures, distributes and sells a varierofitectural paint and coatings,
protective and marine products, OEM product fingshed related products in North and South Amefiibés segment meets the demands of it:
customers for consistent regional product developgnmeanufacturing and distribution presence andaggh to doing business. Sherwin-
Williams ®and other controlled brand products are distribtheough this segment’s 282 company-operated semédy a direct sales staff
and outside sales representatives to retailerterdeticensees and other third party distributBrsring 2013 , this segment opened 14 new
stores (12 in South America and 2 in Mexico) aloded 8 ( 7 in South America and 1 in Mexico) fored increase of 6 stores. At
December 31, 2013, the Latin America Coatings @rmnsisted of operations from subsidiaries inr@ifm countries, 4 foreign joint ventures
and income from licensing agreements in 7 foreigumtries. The CODM uses discrete financial infoiioraabout the Latin America Coatings
Group, supplemented with information about geogi@givisions, business units, and subsidiariegasgess performance of and allocate
resources to the Latin America Coatings Groupwhale. In accordance with ASC 280-10-50-9, the l.&merica Coatings Group as a whole
is considered the operating segment, and becaoseetis the criteria in ASC 280-10-50-10, it is aleasidered a Reportable Segment. A map
on the cover flap of our 2013 Annual Report, whikmcorporated herein by reference, shows the murobstores and their geographic
locations.

Administrative Segment

The Administrative segment includes the administeagéxpenses of the Company’s corporate headgsasiter 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 Segmerts. Administrative segment did not
include any significant foreign operations. Alsclirded in the Administrative segment was a reatesnanagement unit that is responsible fc
the ownership, management, and leasing of non-ptaierties held primarily for use by the Compaingjuding the Company’s headquarters
site, and disposal of idle facilities. Sales obtbégment represented external leasing revenuees& headquarters space or leasing of facilitie
no longer used




by the Company in its primary businesses. Gaind@sgks from the sale of property were not a dicanit operating factor in determining the
performance of the Administrative segment.

Segment Financial Information

For financial information regarding our ReportaBlegments, including net external sales, segmefit,pdentifiable assets and other
information by Reportable Segment, see Note 18@MNotes to Consolidated Financial Statements gap&3 through 76 of our 2013 Annual
Report, which is incorporated herein by reference.

Domestic and Foreign Operations

Financial and other information regarding domeatid foreign operations is set forth in Note 18haf Notes to Consolidated Financial
Statements on pages 74 and 75 of our 2013 Annefadi® which is incorporated herein by reference.

Additional information regarding risks attendanfaoeign operations is set forth on page 34 of2ikr3Annual Report under the capti
“Market Risk” of “Management’s Discussion and Angilyof Financial Condition and Results of Operatiovhich is incorporated herein by
reference.

Business Developments

For additional information regarding our businesd husiness developments, see pages 6 throughols 2013 Annual Report and the
“Letter to Shareholders” on pages 2 through 8wf2013 Annual Report, which is incorporated helsj reference.

Raw Materials and Products Purchased for Resale

We believe we generally have adequate sourceswomaterials and fuel supplies used in our busindesiever, consolidation of raw
material suppliers and a reduction in raw matermiahufacturing capacity during the recent recessitumg with an increase in global demand
for certain raw materials, resulted in increasedgsrof certain raw materials in 2013 . A continueztease in global demand for certain raw
materials and coatings as the global economy resaway result in increased prices of certain ravenies for the Reportable Segments du
2014 . There are sufficient suppliers of each pebgurchased for resale that none of the Repordignents anticipate any significant
sourcing problems during 2014 . See Item 1A Risktdéra for more information regarding cost and smgrof raw materials.

Seasonality

The majority of the sales for the Reportable Segm&aditionally occur during the second and tlyjugirters. There is no significant
seasonality in sales for the Administrative segment

Working Capital

In order to meet increased demand during the seanddhird quarters, the Company usually buildgigntories during the first quart:
Working capital items (inventories and accounteieable) are generally financed through sherta borrowings, which include the use of li
of credit and the issuance of commercial paperafaescription of the Company'’s liquidity and capiesources, see pages 24 through 34 o
our 2013 Annual Report under the caption “Finan€ahdition, Liquidity and Cash Flow” of “Managem&nbiscussion and Analysis of
Financial Condition and Results of Operations,” ebhis incorporated herein by reference.

Trademarks and Trade Names

Customer recognition of our trademarks and tradgeasacollectively contribute significantly to oudess The major trademarks and trade
names used by each of the Reportable Segmentstdath below.

» Paint Stores Groug  Sherwin-Williams®, ProMar®, SuperPaint, A-100®, Duron®, MAB ®, PrepRite®, Duration®, Duration
Home®, ProGreer?, Harmony®, ProClassi®, Woodscape$, Deckscape$, Cashmeré&, HGTV ®Home by Sherwin-Williams,
Emerald™, Duracraft”, Solo®, Prolndustrial”, ProPark®, Fraze€®, Parker” Paints, KwaP, Color Wheel" and General Pairft.

« Consumer Group: Dutch Boy®, Krylon®, Minwax®, Thompson'$ WaterSeaf, Pratt & Lamberf, Martin Senouf , H&C ©,
White Lightning®, Dupli-Color®, Rubberset, Purdy®, Bestt Liebcd®, Accurate Dispersion$, Uniflex®, VHT ®, Kool SeaP,
Snow Roof®, Altax ™, Tri-Flow ®, Sprayor, Ronseal", DuraSeaf, GeoceP, Concao®, Duckback®, SuperdecR and Mason's
Select®.

» Global Finishes Group: Sherwin-Williams®, Lazzuril®, Excelo®, Baco®, Planet Colof, AWX Performance PIus, Ultra™,
Ultra-Cure®, Martin Senouf, Kem Aqua®, Sher-Wood, Powdure®, Polan€®, Euronavy®, Inchem®, Sayerlacl , Becker Acroma
®, Firetex®, Macropoxy®, Oece™, Arti ™, Acrolon®, Sher-Naf, PermaClad, Heat-Flex®, Magnalux™, ATX ™, Genesi¥,
Dimension®, Finish 1™, Lanet™, DFL ™, Conely™, Envirolastic® and Fastliné".
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» Latin America Coatings Grou; Sherwin-Williams®, Marson®, Metalatex®, Novacor®, Loxon®, Colorgin®, Andina®, Napko™,
Martin Senouf, Sumar€®, Condor®, Euronavy®, Krylon®, Kem Ton€e®, Minwax®and Pratt & Lambeit.

Patents

Although patents and licenses are not of materigbirtance to our business as a whole or any segthenGlobal Finishes Group and
Latin America Coatings Group derive a portion afitincome from the licensing of technology, tradeks and trade names to foreign
companies.

Backlog and Productive Capacity

Backlog orders are not significant in the businefsany Reportable Segment since there is normadlyaat period of time between the
placing of an order and shipment. We believe th#ficsent productive capacity currently exists tdfiil our needs for paint, coatings and
related products through 2014 .

Research and Development

For information regarding our costs of researchdenklopment included in technical expenditures,dete 1 of the Notes to
Consolidated Financial Statements on pages 5&armd our 2013 Annual Report, which is incorporatedein by reference.

Competition

We experience competition from many local, regipnational and international competitors of varisiees in the manufacture,
distribution and sale of our paint, coatings andteel products. We are a leading manufacturer etailer of paint, coatings and related
products to professional, industrial, commercial egtail customers, however, our competitive positraries for our different products and
markets.

In the Paint Stores Group, competitors include oplaént and wallpaper stores, mass merchandisense ftenters, independent hardware
stores, hardware chains and manufacturer-operaiett dutlets. Product quality, product innovatibreadth of product line, technical
expertise, service and price determine the coniypetitdvantage for this segment.

In the Consumer Group, domestic and foreign contgretinclude manufacturers and distributors of eghand private labeled paint and
coatings products. Technology, product quality doiet innovation, breadth of product line, techniegbertise, distribution, service and price
are the key competitive factors for this segment.

The Global Finishes Group has numerous compeiitdts domestic and foreign markets with broad picicbfferings and several others
with niche products. Key competitive factors foisteegment include technology, product quality dpiet innovation, breadth of product line,
technical expertise, distribution, service andqric

In the Latin America Coatings Group, competitordude other paint and wallpaper stores, mass medisers, home centers,
independent hardware stores, hardware chains andfatdurer-operated direct outlets. Product quatitpduct innovation, breadth of product
line, technical expertise, service and price deiteerthe competitive advantage for this segment.

The Administrative segment has many competitorsisting of other real estate owners, developersnaanthgers in areas in which this
segment owns property. The main competitive facoesthe availability of property and price.

Employees
We employed 37,633 persons at December 31, 2013 .

Environmental Compliance

For additional information regarding environmentaated matters, see pages 27 and 29 of our 28h88a\ Report under the caption
“Environmental-Related Liabilities” of “ManagemesDiscussion and Analysis of Financial Conditiod &esults of Operations” and Notes
1, 8 and 13 of the Notes to Consolidated Finar&fatements on pages 50 , 62 and 69 , respectofadyyr 2013 Annual Report, which is
incorporated herein by reference.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFO RMATION

Certain statements contained in “Management's B&on and Analysis of Financial Condition and Ressof Operations,” “Business”
and elsewhere in this report constitute “forwardking statements” within the meaning of Section 2#Ahe Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 193wse forward-looking statements are based upoagemnent's current expectations,
estimates, assumptions and beliefs concerningd@uents and conditions and may discuss, among thiihgs, anticipated future performance
(including sales and earnings), expected growtiyéubusiness plans and the costs and potentiditjafor environmental-related matters and
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 such as “expéatgijtipates,” “believes,
expressions.

will,” “will likely result,” “will continue,” “plans to” and similar

Readers are cautioned not to place undue reliamesyp forward-looking statements. Forward-lookitegesments are necessarily subject
to risks, uncertainties and other factors, mamyluith are outside our control, that could causaalaesults to differ materially from such
statements and from our historical results and iéepee. These risks, uncertainties and other fadtarude such things as:

» general business conditions, strengths of retailranufacturing economies and the growth in theéirgsiindustry

» competitive factors, including pricing pressured anoduct innovation and quali

» changes in raw material and energy supplies amihgt

» changes in our relationships with customers anglgrg:

» our ability to attain cost savings from productpiitiatives

e our ability to successfully integrate past antlife acquisitions into our existing operations)uding the pending acquisition of the
Comex business in Mexico and the recent acquisitafrihe Comex business in the United States amadzg Geocel Holdings
Corporation and Jiangsu Pulanna Coating Co., bilwell as the performance of the businesses acfjuir

» legal, regulatory and other matters that magdifthe timing of or our ability to complete thendeng acquisition of the Comex business
in Mexico;

» risks and uncertainties associated with our owngshLife Shield Engineered Systems, LI

» changes in general domestic economic condisoieh as inflation rates, interest rates, tax ratesmployment rates, higher labor and
healthcare costs, recessions, and changing govatnpukcies, laws and regulations;

» risks and uncertainties associated with our egjma into and our operations in Asia, Europe, MexBouth America and other foreign
markets, including general economic conditiondaiidn rates, recessions, foreign currency exchaatgs, foreign investment and
repatriation restrictions, legal and regulatorysteaints, civil unrest and other external econoamd political factors;

» the achievement of growth in foreign markets, sast\sia, Europe, Mexico and South Amel

* increasingly stringent domestic and foreign govezntal regulations, including those affecting headtifety and the environme

* inherent uncertainties involved in assessingpmiential liability for environmentalelated activitie:

» other changes in governmental policies, lawsragdlations, including changes in accounting pedi@and standards and taxation
requirements (such as new tax laws and new ore@vax law interpretations);

* the nature, cost, quantity and outcome of pemdimd future litigation and other claims, includihg lead pigment and lead-based paint
litigation, and the effect of any legislation ardir@nistrative regulations relating thereto; and

» unusual weather conditiol

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 denedl to be a complete list. Any forward-lookingtetnent speaks only as of the date on whicl
such statement is made, and we undertake no dblig@t update or revise any forward-looking statetmehether as a result of new
information, future events or otherwise.

ITEM 1A. RISK FACTORS

Described below and elsewhere in this report ahdralocuments that we file from time to time witle tSecurities and Exchange
Commission are risks, uncertainties and other fadtwt can adversely affect our business, restithperations, cash flow, liquidity or financ
condition.

Adverse changesin general business and economic conditionsin the United States and worldwide may adversely affect our results of
operations, cash flow, liquidity or financial condition.

Adverse changes in general business and economdfitioms in the United States and worldwide mayucedthe demand for some of our
products and adversely affect our results of opmrat cash flow, liquidity or financial conditiohligher inflation rates, interest rates, tax rates
and unemployment rates, higher labor and healthests, recessions, changing governmental poliges, and regulations, and other
economic factors could adversely affect our resafligperations, cash flow, liquidity or financiardition.

A weakening or reversal of the general economic recovery in the United States and other countries and regions in which we do business, or
the continuation or worsening of the economic downturn in other countries and regions, may adversely affect our results of operations, cash
flow, liquidity or financial condition.

Global economic uncertainty continues to exist. @akening or reversal of the general economic regavehe United States and other
countries and regions in which we do businessh@rcontinuation or worsening of the economic downtn other countries and regions, may
adversely impact our net sales, the collectioncobants receivable, funding for working
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capital needs, expected cash flow generation frement and acquired businesses, and our investinghitsh may adversely impact our results
of operations, cash flow, liquidity or financialrutition.

We finance a portion of our sales through tradditr€redit markets remain tight, and some custeméro require financing for their
businesses have not been able to obtain necessanging. A continuation or worsening of these dtiads could limit our ability to collect
our accounts receivable, which could adverselycafier results of operations, cash flow, liquidityfinancial condition.

We generally fund a portion of our seasonal worldapital needs and obtain funding for other gensogborate purposes through short-
term borrowings backed by our revolving credit fiaciand other financing facilities. If any of thenks in these credit and financing facilities
are unable to perform on their commitments, whichld adversely affect our ability to fund seasomatking capital needs and obtain funding
for other general corporate purposes, our cash fiquidity or financial condition could be advelksémpacted.

Although we currently have available credit fa@lt to fund our current operating needs, we cabeatertain that we will be able to
replace our existing credit facilities or refinarame existing or future debt when necessary. Ost abborrowing and ability to access the
capital markets are affected not only by market@omms, but also by our debt and credit ratingsgrsed by the major credit rating agencies.
Downgrades in these ratings will increase our obsbrrowing and could have an adverse effect aracuess to the capital markets, including
our access to the commercial paper market. Anlibabd access the capital markets could have @ri@tadverse effect on our results of
operations, cash flow, liquidity or financial cotidn.

We have goodwill and intangible assets recordedusrbalance sheet. We periodically evaluate thewe@bility of the carrying value of
our goodwill and intangible assets whenever eventhanges in circumstances indicate that suctevalay not be recoverable. Impairment
assessment involves judgment as to assumptionsdirgduture sales and cash flows and the impaatarket conditions on those
assumptions. Future events and changing markeftmsimay impact our assumptions and may resuthanges in our estimates of future
sales and cash flows that may result in us incgrsurbstantial impairment charges, which would asklgraffect our results of operations or
financial condition.

We hold investments in equity and debt securitiesome of our defined benefit pension plans. Aelese in the value of plan assets
resulting from a general financial downturn maysma negative pension plan investment performamitieh may adversely affect our results
of operations, cash flow, liquidity or financialrwtition.

Protracted duration of economic downturnsin cyclical segments of the economy may depress the demand for some of our products and
adversely affect our sales, earnings, cash flow or financial condition.

Portions of our business involve the sale of paioatings and related products to segments ofdbieceny that are cyclical in nature,
particularly segments relating to construction,ding and manufacturing. Our sales to these segraemtaffected by the levels of discretionary
consumer and business spending in these segmemtsg@conomic downturns in these segments, theldenf consumer and business
discretionary spending may decrease, and the recof¢hese segments may lag behind the recovettyeobverall economy. This decrease in
spending will likely reduce the demand for somewf products and may adversely affect our salesjregs, cash flow or financial condition.

During the recent recession, the U.S. homebuildidgstry experienced a significant and sustainedledse in demand for new homes
and an oversupply of new and existing homes aJaifal sale. During this same time period, the Weal estate industry also experienced a
significant decrease in existing home turnover. @tvmercial and industrial building and maintenas@etors also experienced a significant
decline. The downturn in each of these segmentsibated to an unprecedented decline in the denfi@nsbme of our products. The recovery
in new home starts, existing home sales and newregial construction has been sluggish and ernraticany markets and remain below their
pre-recession highs. Challenging market conditamesexpected to continue for the foreseeable fitndemay worsen. A worsening in these
segments will reduce the demand for some of oullymts and may adversely impact sales, earningsastuflow.

Increasesin the cost of raw materials and energy may adversely affect our earnings or cash flow.

We purchase raw materials (including titanium diexand proplylene) and energy for use in the matwifimg, distribution and sale of
our products. Factors such as adverse weathert@mrgliincluding hurricanes, and other disastersdisrupt raw material and fuel supplies
increase our costs. In addition, many raw matstgbliers decreased manufacturing capacity duhagécent recession. Continued economic
recovery has caused and may continue to cause depn@ssure on raw material supplies. The decreasanufacturing capacity, along with
strong global demand for certain raw materials,deased and may continue to cause tight suppligésignificant price increases, especially in
titanium dioxide and petrochemicals, which are k®yredients used in the manufacture of paint aradiegs. Although raw materials and
energy supplies (including oil and natural gas)gaeerally available from various sources in sigfit quantities, unexpected shortages and
increases in the cost of raw materials and eneggny deterioration in our relationships with lee financial viability of our suppliers, may
have an adverse effect on our earnings or cashifighe event we are unable to offset higher
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costs in a timely manner by sufficiently decreasing operating costs or raising the prices of aodpcts. While we have experienced some
easing of the prices of certain raw materials rdgeraw material pricing has in the past and hkefill in the future experience periods of
volatility.

Although we have an extensive customer base, the loss of any of our largest customers could adversely affect our sales, earnings or cash
flow.

We have a large and varied customer base due textemsive distribution network. During 2013 , ndividual customer accounted for
sales totaling more than ten percent of our skleaiever, we have some customers that, individupllychase a large amount of products f
us. Although our broad distribution channels helpinimize the impact of the loss of any one cusinrthe loss of any of these large
customers could have an adverse effect on our,sdesings or cash flow.

Adverse weather conditions may temporarily reduce the demand for some of our products and could have a negative effect on our sales,
earningsor cash flow.

From time to time, adverse weather conditions made parts of the United States have had an adwaffect on our sales of paint,
coatings and related products. For example, unlystald and rainy weather, especially during theeerr painting season, could have an
adverse effect on sales of our exterior paint petallAn adverse effect on sales may cause a reduatiour earnings or cash flow.

I ncreased competition may reduce our sales, earnings or cash flow performance.

We face substantial competition from many inteal, national, regional and local competitors afious sizes in the manufacture,
distribution and sale of our paint, coatings ardtesl products. Some of our competitors are latfygen us and have greater financial resource:s
to compete. Other competitors are smaller and neaghite to offer more specialized products. Techmglproduct quality, product innovation,
breadth of product line, technical expertise, distion, service and price are the key competitaaors for our business. Competition in an'
these areas may reduce our sales and adversedy afifeearnings or cash flow by resulting in desegbsales volumes, reduced prices and
increased costs of manufacturing, distributing selting our products.

Our pending acquisition of the Comex business in Mexico may not occur, which may negatively affect the trading prices of our stock and our
future business and financial results.

On November 9, 2012, we and Sherwin-Williams (Caeém) N.V., one of our wholly owned subsidiariegeeed into a definitive Stock
Purchase Agreement to purchase all of the issugdatstanding shares of Consorcio Comex, S.A. ¥ &d Conaxe, S.A. de C.V., for an
aggregate purchase price of approximately $2.3miin cash, including assumed debt. Founded BR21€omex is a privately held business
with operations in Latin America, and at the tinmethe United States and Canada. In 2011, Comexdiabannual sales of approximately U.S.
$1.4 billion.

On July 17, 2013, the Federal Competition CommissioMexico (the "FCC") informed us that the acdfios of the Comex business in
Mexico was not authorized, and a subsequent appéiaé FCC was also denied on October 29, 201thdmeantime, on September 16, 2013
we completed the acquisition of the Comex busiimesise United States and Canada. Also on Septefryet013, the Stock Purchase
Agreement for the purchase of the Comex businebteixico was amended and restated to extend thebglatdnich the agreement can be
terminated by either party to March 31, 2014 anckflect a revised purchase price of approxima$ely25 billion.

The closing of the pending acquisition of the Corbaginess in Mexico remains subject to the satisfia©r waiver of customary closing
conditions, including, among others, the conseniyer or authorization of the Federal Economic Cetitipn Commission. Completion of the
acquisition is not assured, and there is no assartmat it will be completed. The acquisition i®jget to risks and uncertainties, including the
risk that the necessary regulatory approvals arelotained or that other closing conditions aresatisfied. If the acquisition is not completed,
or if there are significant delays in completing #ticquisition, it could negatively affect the traglprices of our common stock and our future
business and financial results.

Our obligation to complete the pending acquisition of the Comex businessin Mexico is not subject to a financing condition.

Our obligation to complete the pending acquisitibthe Comex business in Mexico is not subject fim@ncing condition. In December
2012, we incurred $1 billion of indebtedness bwiisg senior notes due 2017 and 2042, a portionhiélwve plan to use to pay part of the
purchase price of the acquisition. We also plapay part of the purchase price of the acquisitiptdrrowing through existing credit facilities
and other financing facilities, which we may refica by issuing additional long-term debt in theifat If any of the banks in these credit and
financing facilities are unable to perform theimomitments, we may be required to finance a pomibiihe purchase price of the acquisition at
interest rates higher than currently expected.efane unable to borrow the necessary funds to aimtile acquisition, or if we are not
otherwise able to pay the purchase price, we map@able to complete the acquisition and willlé&iieach of the purchase agreement.
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We may not be able to realize the anticipated benefits and synergies of the pending acquisition of the Comex businessin Mexico at all or in
the expected time frame.

The success of the pending acquisition of the Conusiness in Mexico will depend, in part, on ouitighto realize the anticipated
benefits and synergies from combining and integgatihe Comex business with our existing businesisga challenging global economic
environment. We may not be able to achieve expemtggttives, or may not able to achieve these tibgson a timely basis, and the
anticipated benefits and synergies therefore mapaoealized fully or at all.

The acquisition involves challenges and risks,udirig risks that the transaction does not advancéuwsiness strategy or that we will
realize a satisfactory return. The challenges ohel@mong others (i) the diversion of the attentibmanagement and other employees to
integration matters; (ii) difficulties in achieviranticipated cost savings, synergies, businessrappties and growth prospects from combin
the business of Comex with our existing busingsgd(fficulties in managing the expanded operasmf a larger and more complex company
with an expanded presence in Latin America; (illemges in keeping existing customers and obtginew customers; and (v) challenges in
retaining key employees and integrating a workfavbde maintaining focus on providing high qualdystomer service. Any integration
difficulties could decrease or eliminate the apited benefits and synergies of the acquisitioncandtd negatively affect the trading prices of
our stock and our future business and financialltes

To service our debt, we will require a significant amount of cash. Our ability to generate cash depends on many factors beyond our control.
We also depend on the business of our subsidiaries to satisfy our cash needs. If we cannot generate the required cash, we may not be able to
make the necessary payments required under our indebtedness.

At December 31, 2013 and December 31, 2012, wediabidebt of approximately $1.7 billion , a sigo#nt increase over our total debt
of approximately $990 million at December 31, 208/ have the ability under our existing credit fiiess to incur substantial additional
indebtedness in the future, and we plan to ingmiicant additional indebtedness in the event exmglete the pending acquisition of the
Comex business in Mexico. Our ability to make pagta®n our debt, fund our other liquidity needs] arake planned capital expenditures
will depend on our ability to generate cash inftitare. Our historical financial results have besmd we anticipate that our future financial
results will be, subject to fluctuations. Our dilio generate cash, to a certain extent, is stiljegeneral economic, financial, competitive,
legislative, regulatory and other factors thatlaegond our control. We cannot assure you that osinless will generate sufficient cash flow
from our operations or that future borrowings Wil available to us in an amount sufficient to eealsl to make payments of our debt, fund ou
other liquidity needs and make planned capital edjiares.

The degree to which we are currently leveragedveiiidbe leveraged following the completion of thering acquisition of the Comex
business in Mexico could have important consequetacshareholders. For example, it could:

* require us to dedicate a substantial portion ofaash flow from operations to the payment of deltise, reducing the availability
our cash flow to fund working capital, capital ergéures, acquisitions and other general corpgratposes;

« increase our vulnerability to adverse economiadustry condition:
« limit our ability to obtain additional financing ihie future to enable us to react to changes irfbasiness; «
« place us at a competitive disadvantage comparbddimesses in our industry that have less

Additionally, any failure to comply with covenartsthe instruments governing our debt could reisudtn event of default which, if not
cured or waived, would have a material adverseceéfa us.

A significant portion of our operations are conaéutthrough our subsidiaries. As a result, our ighiti generate sufficient cash flow for
our needs is dependent to some extent on the garafrour subsidiaries and the payment of thoseirgs to us in the form of dividends, loans
or advances and through repayment of loans or aggdinom us. Our subsidiaries are separate anddigtgal entities. Our subsidiaries have
no obligation to pay any amounts due on our deld provide us with funds to meet our cash flowdsevhether in the form of dividends,
distributions, loans or other payments. In additemy payment of dividends, loans or advances bysohsidiaries could be subject to statutory
or contractual restrictions. Payments to us bysoilnsidiaries will also be contingent upon our stibsies' earnings and business considerat
Our right to receive any assets of any of our sliBses upon their liquidation or reorganizatiorl e effectively subordinated to the claims
that subsidiary's creditors, including trade crait In addition, even if we are a creditor of afipur subsidiaries, our rights as a creditor w
be subordinate to any security interest in thetassfeour subsidiaries and any indebtedness ofobsidiaries senior to that held by us. Finally,
changes in the laws of foreign jurisdictions in ghhive operate may adversely affect the abilityashe of our foreign subsidiaries to repatriate
funds to us.




Our results of operations, cash flow or financial condition may be negatively impacted if we do not successfully integrate past and future
acquisitionsinto our existing operations and if the performance of the businesses we acquire do not meet our expectations.

We have historically made strategic acquisitionbuginesses in the paint and coatings industryalhtikely acquire additional
businesses in the future as part of our long-temwth strategy. In 2012, we acquired Geocel Holdi@grporation, which manufactures
innovative caulks, sealants, and adhesives spgdatligned for tough construction and repair apgibmis in commercial, residential, industrial
and transport non-automotive markets. Geocel hagtipns in both the United States and United Kamgdin 2012, we also acquired Jiangsu
Pulanna Coating Co., Ltd., a leading automotivinigies coatings manufacturer in China. In 2013aeaguired the Comex business in the
United States and Canada. These acquisitions, alidhghe pending acquisition of the Comex busiriaddexico, involve challenges and
risks. In the event that we do not successfullggrate these acquisitions into our existing openatso as to realize the expected return on ou
investment, our results of operations, cash flofirancial condition could be adversely affected.

Risks and uncertainties associated with our expansion into and our operationsin Asia, Europe, Mexico, South America and other foreign
markets could adversely affect our results of operations, cash flow, liquidity or financial condition.

Net external sales of our consolidated foreign ilidnses totaled approximately 20.9%, 21.5% and2®0of our total consolidated net
sales in 2013, 2012 and 2011 , respectively. plisentage is expected to increase in 2014 invhiteve complete the pending acquisition of
the Comex business in Mexico. Sales outside obthieed States make up a growing and significant @our current business and future
strategic plans. Our results of operations, cash,fliquidity or financial condition could be adgety affected by a variety of international
factors, including general economic conditionslaitidn rates, recessions, foreign currency exchaaggs, foreign currency exchange controls,
interest rates, foreign investment and repatriatéstrictions, legal and regulatory constrainteil cinrest, difficulties in staffing and managing
foreign operations and other external economicpaiitical factors. Our inability to successfully mege the risks and uncertainties relating to
these factors could adversely affect our resulpefrations, cash flow, liquidity or financial catiain.

In many foreign countries, it is acceptable to ggga certain business practices that we are pitedifrom engaging in because of
regulations that are applicable to us, such a&tineign Corrupt Practices Act and the UK Bribent.Adthough we have internal control
policies and procedures designed to ensure conagliaith these regulations, there can be no assaithat our policies and procedures will
prevent a violation of these regulations. Any vima could cause an adverse effect on our restitperations, cash flow or financial
condition.

Fluctuationsin foreign currency exchange rates could adversely affect our results of operations, cash flow, liquidity or financial condition.

Because of our international operations, we ar@seg to risk associated with interest rates angevethanges in foreign currencies,
which may adversely affect our business. Histoljicalur reported net sales, earnings, cash flowfanashcial condition have been subjected to
fluctuations in foreign exchange rates. Our primexghange rate exposure is with the euro, thesBrjtound, the Argentine peso, the Braziliar
real, the Chilean peso, the Canadian dollar anifgv@can peso against the U.S. dollar. While wévatt manage the exposure of our foreign
currency risk as part of our overall financial rislanagement policy, we believe we may experiensse® from foreign currency exchange rate
fluctuations, and such losses could adversely affecsales, earnings, cash flow, liquidity or fical condition.

We are subject to a wide variety of complex domestic and foreign laws and regulations, for which compliance could adversely affect our
results of operations, cash flow or financial condition.

We are subject to a wide variety of complex doneesstid foreign laws and regulations, and legal canpe risks, including securities
laws, tax laws, employment and pension-related laapetition laws, U.S. and foreign export anditrg laws, and laws governing improper
business practices. We are affected by new lawsemdations, and changes to existing laws andlaéiguas, including interpretations by
courts and regulators. From time to time, our Camgpaur operations and the industries in which werate are being reviewed or investig:
by regulators, which could lead to enforcementoatior the assertion of private litigation clainnsl @amages.

Although we believe that we have adopted appropriak management and compliance programs to rtigpese risks, the global and
diverse nature of our operations means that comg#iaisks will continue to exist. Investigationsaminations and other proceedings, the
nature and outcome of which cannot be predicteldi)ikgly arise from time to time. These investigats, examinations and other proceedings
could subject us to significant liability and reuus to take significant accruals or pay significgettlements, fines and penalties, which could
have a material adverse effect on our results efains, cash flow or financial condition.

We are subject to tax laws and regulations in thigdd States and multiple foreign jurisdictions. ¥e affected by changes in tax laws
and regulations, as well as changes in relatedorgtations and other tax guidance. In the ordianyrse
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of our business, we are subject to examinationdrarastigations by various tax authorities. In diddi to existing examinations and
investigations, there could be additional examoretiand investigations in the future, and exiséirgminations and investigations could be
expanded.

For non-income tax risks, we estimate material tusgingencies and accrue for such loss contingsras required by U.S. generally
accepted accounting principles based on our assessrhcontingencies where liability is deemed pifalb and reasonably estimable in light of
the facts and circumstances known to us at a péatipoint in time. Subsequent developments magcafiur assessment and estimates of the
loss contingency. In the event the loss contingascytimately determined to be significantly highlean currently accrued, the recording of
additional liability may result in a material adsereffect on our results of operations or financtaddition for the annual or interim period
during which such additional liability is accruéd.those cases where no accrual is recorded be@ass®t probable that a liability has been
incurred and cannot be reasonably estimated, at@npal liability ultimately determined to be altutable to us may result in a material adv
effect on our results of operations, cash flowinaricial condition for the annual or interim peritharing which such liability is accrued or pe
For income tax risks, we recognize tax benefitetam our assessment that a tax benefit has agtkah 50% likelihood of being sustained
upon ultimate settlement with the applicable taxamghority that has full knowledge of all relevéatts. For those income tax positions where
we assess that there is not a greater than 50%th ke that such tax benefits will be sustained,deenot recognize a tax benefit in our
financial statements. Subsequent events may caugechange our assessment of the likelihood daslisg a previously-recognized benefit
which could result in a material adverse effecbanresults of operations, cash flow or financiasiion for the annual or interim period dur
which such liability is accrued or paid.

We discuss risks and uncertainties with regardtes in more detail in Note 14 of the Notes to ©tidated Financial Statements on
pages 70 and 71 of our 2013 Annual Report.

Unauthorized disclosure of sensitive or confidential customer, employee, supplier or Company information, whether through a breach of our
computer systems, including cyber attacks or otherwise, could severely harm our business.

As part of our business, we collect, process, atalnr sensitive and confidential personal inforaratbout our customers, employees an
suppliers. Despite the security measures we hapkaae, our facilities and systems, and those efdiailers, dealers, licensees and other thir
party distributors with which we do business, mayhinerable to security breaches, cyber attadts,a vandalism, computer viruses,
misplaced or lost data, programming and/or humesr®pr other similar events. Any security breaololving the misappropriation, loss or
other unauthorized disclosure of confidential costo employee, supplier or Company information, teeby us or by the retailers, dealers,
licensees and other third party distributors withick we do business, could result in losses, s@vdemage our reputation, expose us to the
risks of litigation and liability, disrupt our opsions and have a material adverse effect on asinbss, results of operations and financial
condition. The regulatory environment related foimation security, data collection and privacynisreasingly rigorous, with new and
constantly changing requirements applicable tobmsiness, and compliance with those requirementisl cesult in additional costs.

We are required to comply with numerous complex and increasingly stringent domestic and foreign health, safety and environmental laws
and regulations, the cost of which islikely to increase and may adversely affect our results of operations, cash flow or financial condition.

Our operations are subject to various domesticfargdgn health, safety and environmental laws atilations. These laws and
regulations not only govern our current operatiand products, but also impose potential liabilityus for our past operations. We expect
health, safety and environmental laws and regulatto impose increasingly stringent requirementsugur industry and us in the future. Our
costs to comply with these laws and regulations merease as these requirements become more strimgthe future, and these increased
costs may adversely affect our results of operatioash flow or financial condition.

We are involved with environmental investigation and remediation activities at some of our currently and formerly owned sites, aswell asa
number of third-party sites, for which our ultimate liability may exceed the current amount we have accrued.

We are involved with environmental investigatiomdaamediation activities at some of our currentig éormerly owned sites and a
number of third-party sites. We accrue for estimatests of investigation and remediation activiiethese sites for which commitments or
clean-up plans have been developed and when ssthaan be reasonably estimated based on indwatrgasds and professional judgment.
These estimated costs are based on currently bleaflacts regarding each site. We continuouslysssear potential liability for investigation
and remediation activities and adjust our enviromtalerelated accruals as information becomes awailapon which more accurate costs can
be reasonably estimated. Due to the uncertaintiesunding environmental investigation and remediaactivities, our liability may result in
costs that are significantly higher than curreattgrued and may have an adverse affect on oumgatniVe discuss these risks and
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uncertainties in more detail on page 23 of our 28&Bual Report under the caption “Environmental fde,” pages 27 and 29 of our 2013
Annual Report under the caption “Environmental-RedeLiabilities” and in Note 8 of the Notes to Colidated Financial Statements on pages
62 and 63 of our 2013 Annual Report.

The nature, cost, quantity and outcome of pending and future litigation, such as litigation arising from the historical manufacture and sale
of lead pigments and lead-based paint, could have a material adverse effect on our results of operations, cash flow, liquidity and financial
condition.

In the course of our business, we are subjectvariaty of claims and lawsuits, including litigatioelating to product liability and
warranty, personal injury, environmental, inteliedtproperty, commercial, contractual and antitalsims that are inherently subject to many
uncertainties regarding the possibility of a lassi$. These uncertainties will ultimately be resdlwhen one or more future events occur o
to occur confirming the incurrence of a liability the reduction of a liability. In accordance wille Contingencies Topic of the ASC, we ac
for these contingencies by a charge to income ithisrboth probable that one or more future everilisoccur confirming the fact of a loss a
the amount of the loss can be reasonably estimbi¢lde event that a loss contingency is ultimatidiermined to be significantly higher than
currently accrued, the recording of the additidizddility may result in a material impact on ousuvits of operations, liquidity or financial
condition for the annual or interim period duringieh such additional liability is accrued. In thaseses where no accrual is recorded beca
is not probable that a liability has been incuraed the amount of any such loss cannot be reagsoestinated, any potential liability
ultimately determined to be attributable to us mesult in a material impact on our results of ofiers, liquidity or financial condition for the
annual or interim period during which such lialyilis accrued. In those cases where no accruat@ded or exposure to loss exists in exce:
the amount accrued, the Contingencies Topic oABE requires disclosure of the contingency wheretlieea reasonable possibility that a loss
or additional loss may have been incurred evemeifgossibility may be remote.

Our past operations included the manufacture aledofdead pigments and lead-based paints. Alortlg ether companies, we are a
defendant in a number of legal proceedings, indgdndividual personal injury actions, purportedsd actions and actions brought by various
counties, cities, school districts and other gorernt-related entities, arising from the manufacturd sale of lead pigments and lead-based
paints. The plaintiffs are seeking recovery baggmhwarious legal theories, including negligentectdiability, breach of warranty, negligent
misrepresentations and omissions, fraudulent missgmtations and omissions, concert of actionl, corispiracy, violations of unfair trade
practice and consumer protection laws, enterpiabdity, market share liability, public nuisana@just enrichment and other theories. The
plaintiffs seek various damages and relief, inclgddersonal injury and property damage, costsinglab the detection and abatement of lead-
based paint from buildings, costs associated wihldic education campaign, medical monitoring s@std others. We are also a defendant in
legal proceedings arising from the manufacturesaie of non-lead-based paints which seek recovasgdupon various legal theories,
including the failure to adequately warn of potahéixposure to lead during surface preparation wisémg non-lead-based paint on surfaces
previously painted with leadased paint. We believe that the litigation brougtdate is without merit or subject to meritorialefenses and ¢
vigorously defending such litigation. We expecttthdditional lead pigment and lead-based paimgfdtton may be filed against us in the future
asserting similar or different legal theories aadking similar or different types of damages arigfre

Notwithstanding our views on the merits, litigatisrinherently subject to many uncertainties, aedutimately may not prevail. Adver
court rulings, such as the court's decision inShata Clara County, California proceeding, the jegdict against us and other defendants i
State of Rhode Island action and the WisconsireSapreme Court’s determination that Wisconsirsk contribution theory may apply in the
lead pigment litigation, or determinations of liilyi among other factors, could affect the leagnpént and lead-based paint litigation against
us and encourage an increase in the number anckradtiuture claims and proceedings. In additioant time to time, various legislation and
administrative regulations have been enacted, pigated or proposed to impose obligations on presedtformer manufacturers of lead
pigments and lead-based paints respecting assetdith concerns associated with such products evadurn the effect of court decisions in
which we and other manufacturers have been suctessf

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 @edings, or the effect that any legislation and@ministrative regulations may have on the
litigation or against us. In addition, managememtrot reasonably determine the scope or amouhegidtential costs and liabilities related to
such litigation, or any such legislation and regalss. We have not accrued any amounts for suigfatibn. With respect to such litigation,
including the public nuisance litigation, the Compaloes not believe that it is probable that a lessoccurred, and it is not possible to
estimate the range of potential losses as there ior history of a loss of this nature and thisreo substantive information upon which an
estimate could be based. In addition, any poteliibility that may result from such legislationdaregulations cannot reasonably be estimatec
In the event any significant liability is determéh® be attributable to us relating to such litigat the recording of the liability may result in a
material impact on net income for the annual cgrimt period during which such liability is accruédiditionally, due to the uncertainties
associated with the amount of any such liabilitg/anthe nature of any other
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remedy which may be imposed in such litigation, patential liability determined to be attributaldeus arising out of such litigation may hi
a material adverse effect on our results of opamaticash flow, liquidity or financial conditionnfestimate of the potential impact on our
results of operations, cash flow, liquidity or firgal condition cannot be made due to the aforeimesd uncertainties.

A trial commenced in the Santa Clara County, Cailifo proceeding on July 15, 2013 and ended on AwRi2013. The court entered
final judgment on January 27, 2014, finding in fagbthe plaintiffs and against the Company and tiler defendants, and holding the
Company jointly and severally liable with the otl@p defendants to pay $1.15 billion into a fundabate the public nuisance. The Company
has filed a motion for new trial and a motion teate the judgment, and will file a notice of appatahe appropriate time. However, if the
appeal process is unsuccessful at reversing thsialeor otherwise reducing the amount of the judgimwe and the other defendants will be
subject to significant liabilities, costs and expesito abate the public nuisance in, on and armsidences in the plaintiffs’ jurisdictions and
could encourage an increase in future public ngsataims and proceedings. Any adverse court relorgany determinations of liability
against us may result in a material impact on esults of operations, liquidity or financial condit.

We discuss the risks and uncertainties relatettigation, including the lead pigment and lead-laggaint litigation, in more detail on
page 23 of our 2013 Annual Report under the captidigation and Other Contingent Liabilities,” anghges 31 through 34 of our 2013
Annual Report under the caption “Litigation” of “Magement’s Discussion and Analysis of Financialdition and Results of Operationahd
in Note 9 of the Notes to Consolidated Financiak&nents on pages 63 through 66 of our 2013 ArRRepobrt.

The costs or potential liability ultimately determined to be attributable to us due to our ownership of Life Shield could have an adverse effect
on our results of operations, cash flow, liquidity or financial condition.

We own Life Shield Engineered Systems, LLC, whieased operations in 2012. Life Shield developednaadufactured blast and
fragment mitigating systems. The blast and fragmatigating systems create a potentially higheelef product liability for us than is
normally associated with coatings and related petsdwe manufacture, distribute and sell. Dependpagn the extent of any potential liability
ultimately determined to be attributable to ustietato Life Shield, such liability could have advarse effect on our results of operations, cas
flow, liquidity or financial condition. We discusisese risks and uncertainties in more detail ore #gof our 2013 Annual Report under the
caption “Contingent Liabilities” of “Management’'sfgussion and Analysis of Financial Condition ares&ts of Operations.”

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES

We own our world headquarters located in Clevel@tdp, which includes the world headquarters fer Bfaint Stores Group, Consumer
Group, Global Finishes Group and Latin America @agt Group. Our principal manufacturing and disttibn facilities are located as set fo
below. We believe our manufacturing and distribaifiacilities are well-maintained and are suitabid adequate, and have sufficient

productive capacity, to meet our current needs.

CONSUMER GROUP

Andover, Kansas
Arlington, Texas
Baltimore, Maryland
Bedford Heights, Ohio
Beltsville, Maryland
Bonham, Texas

Chicago, lllinois

Chico, California
Cincinnati, Ohio
Columbus, Ohio

Crisfield, Maryland
Elkhart, Indiana

Ennis, Texas

Fernley, Nevada

Flora, lllinois

Fort Erie, Ontario, Canada
Garland, Texas
Greensboro, North Carolina (2)
Grimsby, Ontario, Canada
Grove City, Ohio

Holland, Michigan

Aurora, Colorado

Bonham, Texas

Brampton, Ontario, Canada
Buford, Georgia

Chico, California

Effingham, lllinois
Fredericksburg, Pennsylvania
Moreno Valley, California
Orlando, Florida

Phoenix, Arizona

Manufacturing Facilities

Owned
Owned
Owned
Owned
Owned
Owned
Owned
Leasec(
Owned
Owned
Leasec(
Owned
Owned
Owned
Owned
Owned
Owned
Owned
Owned
Owned
Owned

Homewood, lllinois
Jeffersonville, Indiana
Lawrenceville, Georgia
Manchester, Georgia
Memphis, Tennessee
Morrow, Georgia

Ontario, California
Orlando, Florida
Plymouth, United Kingdom
Portland, Oregon
Rexdale, Ontario, Canada
Richmond, Kentucky
Rockford, lllinois

San Diego, California
Shawinigan, Quebec, Canada
Sheffield, United Kingdom
South Holland, lllinois
Szamotuly, Poland
Tacoma, Washington
Vancouver, British Columbia, Canada
Victorville, California

Distribution Facilities

Leasec
Owned
Leasec
Leasec
Leasec
Leasec
Owned
Leasec
Owned
Owned

Reno, Nevada

Richmond, Kentucky

Shawinigan, Quebec, Canada
Sheffield, United Kingdom

Swaffham, United Kingdom
Szamotuly, Poland

Tacoma, Washington

Vancouver, British Columbia, Canada
Waco, Texas

Winter Haven, Florida

Owned
Owned
Owned
Owned
Owned
Owned
Leasec
Owned
Leasec
Leasec(
Owned
Owned
Leasec
Owned
Leasec
Owned
Owned
Owned
Leasec
Leasec
Owned

Leasec
Owned
Leasec(
Owned
Leasec
Owned
Owned
Leasec
Leasec
Owned






GLOBAL FINISHES GROUP

Manufacturing Facilities

Bello, Sweden Owned Pianoro, Italy Owned
Binh Duong Province, Vietnam Owned Saint Cheron, France Owned
Bolton, United Kingdom Owned Sao Paulo, Brazil Owned
Brantford, Ontario, Canada Owned Shanghai, China Leaset
Cavezzo, Italy Owned Texcoco, Mexico Owned
Changzhou, China Leaset Valencia, Spain Owned
Mariano Comense, Italy Owned Wuppertal, Germany Owned
Marsta, Sweden Owned Zhao Qing, China Lease(
Pasir Gudang, Johor, Malaysia Owned

Distribution Facilities

Bolton, United Kingdom Owned Nassjo, Sweden Leaset
Cavezzo, Italy Leaset Sao Paulo, Brazil Owned
Changzhou, China Owned Shanghai, China Owned
Guadalajara, Mexico Leasec Texcoco, Mexico Owned
Lima, Peru Leaset Valencia, Venezuela Leaset
Mexico City, Mexico Owned Quito, Ecuador Owned

LATIN AMERICA COATINGS GROUP

Manufacturing Facilities

Buenos Aires, Argentina Owned Sao Paulo, Brazil (2) Owned
Montevideo City, Uruguay Owned Sao Paulo, Brazil Leaset
Santiago, Chile Owned Quito, Ecuador Owned
Santiago, Chile (2) Leaset Vallejo, Mexico Owned

Distribution Facilities

Buenos Aires, Argentina Owned Montevideo City, Uruguay Owned
Hermosillo, Mexico Leasec Quito, Ecuador Owned
Lima, Peru Leasec Santa Catarina, Brazil Leasec
Machala, Ecuador Lease( Santiago, Chile Owned
Maceio, Brazil Leaset Sao Paulo, Brazil (2) Owned
Monterrey, Mexico Owned Vallejo, Mexico Owned

The operations of the Paint Stores Group includethaufacturing and distribution facility in Jamaarad 3,908 company-operated
specialty paint stores, of which 207 were ownedhaUnited States, Canada, Puerto Rico, Virgands$, Trinidad and Tobago, St. Maarten,
Jamaica, Curacao and Aruba at December 31, 208s€eTpaint stores are divided into four separageatipg divisions that are responsible for
the sale of predominantly architectural, protectinel marine and related products through the gtonés located within their geographical
region. At the end of 2013 :

» the Mid Western Division operated 999 paint stgnésarily located in the midwestern and upper veestst state
» the Eastern Division operated 782 paint storesgaiba upper east coast and New England s
» the Canada Division operated 185 paint stores firout Canad

» the Southeastern Division operated a manufagjuand distribution facility in Jamaica and 1,0@®np stores principally covering the
lower east and gulf coast states, Puerto Rico, igamBrinidad and Tobago, St. Maarten, Virgin IslanCuracao and Aruba; and

e the South Western Division operated 933 paint storeéhe central plains and the lower west coases
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In 2013 , the Paint Stores Group acquired 306 st@26 in the United States and 80 in Canada) padexl 82 net new paint stores,
consisting of 86 new stores opened (75 in the driii@tes, 6 in Canada, 2 in Puerto Rico, 2 in @adiand 1 in Jamaica) and 4 stores closed
the United States.

The Global Finishes Group operated 241 brancheitunited States, of which 8 were owned, at Deearl, 2013 . The Global
Finishes Group also operated 59 branches interralyo of which 7 were owned, at December 31, 20d@nsisting of branches in
Canada (24), Europe (16), Chile (14), Mexico (®rUP(1) and Thailand (1). During 2013 , the Globiaishes Group opened 2 new branches
(1 in the United States and 1 in Canada) and dldsé 2 in the United States and 2 in Canadaafoet decrease of 2 branches.

The Latin America Coatings Group operated 282 stayewhich 9 were owned, at December 31, 2013isisting of stores in Mexico
(121), Brazil (88), Chile (40), Ecuador (18), Uragu10), Peru (3) and Colombia (2). During 2018e, tatin America Coatings Group opened
14 new stores ( 12 in South America and 2 in Méxaal closed 8 ( 7 in South America and 1 in Mekxioo a net increase of 6 stores.

All real property within the Administrative segmestowned by us. For additional information regagdieal property within the
Administrative segment, see the information sethfor Item 1 of this report, which is incorporateerein by reference.

For additional information regarding real propdesgses, see Note 17 of the Notes to ConsolidatehEial Statements on page 73 of
our 2013 Annual Report, which is incorporated heksj reference.
ITEM 3. LEGAL PROCEEDINGS

For information regarding environmental-related tevat and other legal proceedings, see pages 22@ndnd 31 through 34 , of our
2013 Annual Report under the captions “EnvironmleRe&glated Liabilities” and “Litigation” of “Manageant’s Discussion and Analysis of
Financial Condition and Results of Operations” &lodes 1, 8, 9 and 13 of the Notes to Consoldl&iaancial Statements on pages 50, 62
and 63, 63 through 66 and 69 and 70 , respectieélyur 2013 Annual Report, which is incorporaltedein by reference.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
EXECUTIVE OFFICERS OF THE REGISTRANT

The following is the name, age and present posifagach of our executive officers at February2®.4 , as well as all prior positions
held by each during the last five years and the déditen each was first elected or appointed as ecuéixe officer. Executive officers are
generally elected annually by the Board of Direstand hold office until their successors are etbated qualified or until their earlier death,
resignation or removal.

Date When

First Elected
Name Age Present Position or Appointed
Christopher M. Connor 57 Chairman and Chief ExigelOfficer, Director 1994
John G. Morikis 50 President and Chief Opera@ficer 1999
Sean P. Hennessy 56 Senior Vice President — &énamd Chief Financial Officer 2001
Thomas E. Hopkins 56 Senior Vice President — HuRR@sources 1997
Catherine M. Kilbane 50 Senior Vice Presidenth&al Counsel and Secretary 2013
Steven J. Oberfeld 61 Senior Vice President p@matte Planning and Development 2006
Robert J. Wells 56 Senior Vice President — CamCommunications and Public Affairs 2006
Robert J. Davisson 53 President, Paint Stores@sro 2010
George E. Heath 48 President, Global Finishesisro 2008
Timothy A. Knight 49 President, Latin America Giogs Group 2011
Allen J. Mistysyn 45  Vice President — Corporaten@oller 2010

Mr. Connor has served as Chairman since April 2090 Chief Executive Officer since October 1999. ®lonnor has served as a
Director since October 1999 and has been employéxdtime Company since January 1983.

Mr. Morikis has served as President and Chief Qpeydfficer since October 2006. Mr. Morikis hassheemployed with the Company
since December 1984.
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Mr. Hennessy has served as Senior Vice Presidemance and Chief Financial Officer since Augusd20Mr. Hennessy has been
employed with the Company since September 1984.

Mr. Hopkins has served as Senior Vice Presidentm&h Resources since February 2002. Mr. Hopkinb&as employed with the
Company since September 1981.

Ms. Kilbane has served as Senior Vice Presideme@é Counsel and Secretary since January 201@&. t8rjoining the Company, Ms.
Kilbane was Senior Vice President, General CouasélSecretary of American Greetings Corporatiomffactober 2003 to December 2012.
Ms. Kilbane has been employed with the Companyesitamuary 2013.

Mr. Oberfeld has served as Senior Vice Presidébrporate Planning and Development since Novemb&0.2Mr. Oberfeld served as
President, Paint Stores Group from October 2006awember 2010. Mr. Oberfeld has been employed thigthCompany since October 1984.

Mr. Wells has served as Senior Vice President p@ate Communications and Public Affairs since Baby 2009. Mr. Wells served as
Vice President — Corporate Communications and Pudffairs from January 2006 to February 2009. Mell&/has been employed with the
Company since May 1998.

Mr. Davisson has served as President, Paint S@gp since November 2010. Mr. Davisson servedesident & General Manager,
Southeastern Division, Paint Stores Group from @etd 999 to November 2010. Mr. Davisson has beegrioyred with the Company since
April 1986.

Mr. Heath has served as President, Global Fini€htesp since September 2008. Mr. Heath has beerogegblith the Company since
May 2004.

Mr. Knight has served as President, Latin Americatihigs Group since November 2010. Mr. Knight sér@e Senior Vice President —
Corporate Planning and Development from Februaf726 November 2010. Mr. Knight has been employ#h the Company since
December 1994,

Mr. Mistysyn has served as Vice President — ComedZantroller since May 2010. Mr. Mistysyn servedvéce President - Assistant
Corporate Controller from August 2009 to May 201d &/ice President — Controller, Paint and CoatiDgssion from November 2006 to
August 2009. Mr. Mistysyn has been employed with@ompany since June 1990.
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock is listed on the New York Stockliange and traded under the symbol SHW. The nuoflsrareholders of record
January 31, 2014 was 7,536.

Information regarding market prices and dividenfdimation with respect to our common stock is sethfon pages 78 and 79 of our
2013 Annual Report, which is incorporated hereindfgrence. The performance graph set forth on geef our 2013 Annual Report is
incorporated herein by reference. The informatidth wespect to securities authorized for issuanmeuthe Company’s equity compensation
plans is set forth under the caption “Equity Congagion Plan Information” in our Proxy Statementjakhis incorporated herein by reference.

Issuer Purchases of Equity Securities

The following table sets forth a summary of the @amy’s purchases of common stock during the fogutrter of 2013 .

Total Number Maximum Number
of Shares of Shares
Total Purchased as that May
Number of Average Price Part of a Yet Be
Shares Paid per Publicly Purchased Under
Period Purchased Share Announced Plan the Plan
October 1 — October 31
Share repurchase program (a) 13,650,00
November 1 — November 30
Share repurchase program (a) 1,000,00t $185.6( 1,000,00t 12,650,00
December 1 — December 31
Share repurchase program (a) 500,00 $183.2¢ 500,00t 12,150,00
Employee transactions (b) 1,431 178.7¢ NA
Total
Share repurchase program (a) 1,500,00! $184.8: 1,500,00! 12,150,00
Employee transactions (b) 1,431 $178.7¢F NA

(&) All shares were purchased through the Comgamyblicly announced share repurchase program. €wb@r 20, 2011, the Board of
Directors of the Company authorized the Comparutehase an additional 20,000,000 shares of itsraamstock. The Company had
remaining authorization at December 31, 2013 telpase 12,150,000 shares. There is no expiratienspecified for the program. The
Company intends to repurchase stock under the amogr the future.

(b) All shares were delivered to satisfy the exercisegpand/or tax withholding obligations by emplogeeho exercised stock optio
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ITEM 6. SELECTED FINANCIAL DATA

(millions of dollars, except per common share data)

2013 2012 2011 2010 2009
Operations
Net sales $ 10,18¢ $ 9,53/ $ 8,76¢ $ 7,77¢ $ 7,09¢
Net income 753 631 44z 462 43¢
Financial Position
Total assets $ 6,38¢ $ 6,23t $ 5,22¢ $ 5,16¢ $ 4,32¢
Long-term debt 1,122 1,632 63¢ 64¢ 78<
Ratio of earnings to fixed charges (a) 7.4x 7.2x 6.3x 5.1x 5.6x
Per Common Share Data
Net income — basic $ 7.4 $ 6.1F $ 4.2z $ 4.2t $ 3.8C
Net income — diluted 7.2¢€ 6.0z 4,14 4.21 3.7¢
Cash dividends 2.0C 1.5¢ 1.4¢ 1.44 1.4z

(a) For purposes of calculating the ratio of eagsito fixed charges, earnings represents incofieeebimcome taxes plus fixed charges. Fixed
charges consist of interest expense, net, includingrtization of discount and financing costs dralportion of operating rental expense
which management believes is representative ofhtieeest component of rent expense. The followitiesule includes the figures used tc
calculate the ratios:

2013 2012 2011 2010 2009
Income before income taxes $ 1,08¢ $ 907 $ 74z $ 67¢ $ 625
Fixed charges:
Interest expense, net 63 43 42 71 4C
Interest component of rent expense 10¢ 10¢ 97 93 94
Total fixed charges 171 14€ 13¢ 164 134
Earnings $ 1,255 $ 1,058 $ 881 $ 84z $ 757

ITEM 7. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The information required by this item is set foothpages 19 through 39 of our 2013 Annual Repwiteuthe caption “Management’s
Discussion and Analysis of Financial Condition &w®bults of Operations,” which is incorporated heksj reference.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

We are exposed to market risk associated withesteates, foreign currency and commaodity fluctrati We occasionally utilize
derivative instruments as part of our overall ficiahrisk management policy, but do not use derrgainstruments for speculative or trading
purposes. The Company entered into foreign curreptipn and forward currency exchange contractihdl2013 to hedge against value
changes in foreign currency. There were no corgragtstanding at December 31, 2013 . Foreign cayreption and forward contracts are
described in Note 13 of the Notes to Consolidatedrfcial Statements on page 70 of our 2013 AnReglort. We believe we may experience
continuing losses from foreign currency fluctuasorlowever, we do not expect currency translati@mmsaction or hedging contract losses to
have a material adverse effect on our financiabltam, results of operations or cash flows.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA

Information required by this item is set forth cagps 42 through 76 of our 2013 Annual Report utitecaptions “Report of
Management on the Consolidated Financial Stateni¢Rsport of the Independent Registered Public &atting Firm on the Consolidated
Financial Statements,” “Statements of Consolidatedme and Comprehensive Income,” “Consolidate@Beg Sheets,” “Statements of
Consolidated Cash Flows,” “Statements of Consadid@&hareholders’ Equity,” and “Notes to Consolidé@ancial Statements,” which is
incorporated herein by reference. Unaudited qugrtiata is set forth in Note 16 of the Notes to &ditlated Financial Statements on page 7
of our 2013 Annual Report, which is incorporatedelre by reference.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

As of the end of the period covered by this repoe,carried out an evaluation, under the supenviaiod with the participation of our
Chairman and Chief Executive Officer and our Sekifige President — Finance and Chief Financial @ffiof the effectiveness of our
disclosure controls and procedures pursuant to R2del5 and Rule 15d-15 of the Securities Excha@wgef 1934, as amended (“Exchange
Act”). Based upon that evaluation, our Chairman @héf Executive Officer and our Senior Vice Presit— Finance and Chief Financial
Officer concluded that as of the end of the pedodered by this report our disclosure controls pratedures 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 reporte
within the time periods specified in Securities &ahange Commission rules and forms, and accuetuktd communicated to our
management including our Chairman and Chief Exeeuiifficer and our Senior Vice President — Finased Chief Financial Officer, to allow
timely decisions regarding required disclosure.

Internal Control Over Financial Reporting

The “Report of Management on Internal Control dvisrancial Reporting” is set forth on page 40 of 2013 Annual Report, which is
incorporated herein by reference.

The “Report of the Independent Registered Publicoliating Firm on Internal Control over FinancialpReting” is set forth on page 41
of our 2013 Annual Report, which is incorporatedere by reference.

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.

ITEM9B. OTHER INFORMATION
None.
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PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE
Directors

The information regarding our directors is settarhder the captions “Proposal 1 — Election of Bines” and “Experiences,
Qualifications, Attributes and Skills of Directoaied Nominees” in our Proxy Statement, which is ipocated herein by reference.

There were no material changes to the proceduregimh security holders may recommend nomineesitdBoard of Directors during
2013 . Please refer to the information set fortteurthe caption “Board Meetings and Committees3un Proxy Statement, which is
incorporated herein by reference.

Executive Officers

The information regarding our executive officersés forth under the caption “Executive Officerdted Registrant” in Part | of this
report, which is incorporated herein by reference.

Section 16(a) Beneficial Ownership Reporting Compdince

The information regarding compliance with Secti@nof the Securities Exchange Act of 1934 is sethfander the captionSection 16(s
Beneficial Ownership Reporting Compliance” in ouo® Statement, which is incorporated herein bgnmefice.

Audit Committee

The information regarding the Audit Committee of &oard of Directors and the information regardénglit committee financial expel
are set forth under the caption “Board Meetings @athmittees” in our Proxy Statement, which is impmoated herein by reference.

Code of Ethics

We have adopted a Code of Conduct, which applied tirectors, officers and employees of Sherwiiiki#ins and our subsidiaries
wherever located. Our Code of Conduct containg#resral guidelines and principles for conductingr8lin-Williams' business consistent
with the highest standards of business ethics. UoaleCode of Ethics for Senior Financial Managetneur chief executive officer, chief
financial officer and senior financial managemamtr@sponsible for creating and maintaining a calbf high ethical standards and of
commitment to compliance throughout our compangrsure the fair and timely reporting of Sherwin{i&ihs' financial results and condition.
Senior financial management includes the contrdlter treasurer, the principal financial/accountiegsonnel in our operating groups and
divisions, and all other financial/accounting pensel within our corporate departments and operajhogips and divisions with staff
supervision responsibilities. Please refer to tiiermation set forth under the caption “Corporatev&€@nance — Code of Conduct” in our Proxy
Statement, which is incorporated herein by refeze@ur Code of Conduct and Code of Ethics for Sdfilmancial Management are available
in the “Corporate Governance” section on the “IneeRelations” page of our website at www.sherwomc

We intend to disclose on our website any amendregior waiver from, a provision of our Code of Cantlor Code of Ethics for Senior
Financial Management that applies to our direcam executive officers, including our principal enive officer, principal financial officer,
principal accounting officer or controller, or apgrsons performing similar functions, and thakeiguired to be publicly disclosed pursuant to
the rules of the Securities and Exchange Commission

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is set fouthider the captions “Compensation Committee Rept®pimpensation Risk
Assessment,” “ 2013 Director Compensation Tablel ‘dpirector Compensation Program” in our Proxy 8taént, and under the Executive
Compensation section of our Proxy Statement commegneith the information under the caption “Compatisn Discussion and Analysis”
and continuing through the information under thetioe “Estimated Payments upon Termination or CleangControl Table,” which is
incorporated herein by reference.

20




ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information regarding security ownership otaer beneficial owners and management is set fantter the captions “Security
Ownership of Management” and “Security Ownershieftain Beneficial Owners” in our Proxy Statemaevttjch is incorporated herein by
reference.

The information regarding securities authorizedi$suance under the Compasigquity compensation plans is set forth undecé#mpion
“Equity Compensation Plan Information” in our Pra®tatement, which is incorporated herein by refegen
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE

The information required by this item is set fontider the captions “Certain Relationships and Taetiens with Related Persons,” and
“Independence of Directors” in our Proxy Statemaritich is incorporated herein by reference.
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this item is set foutider the caption “Matters Relating to the IndemenidRegistered Public Accounting
Firm” in our Proxy Statement, which is incorporatestein by reference.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES

(a)(2) Financial Statemer

The following consolidated financial statementstaf Company included in our 2013 Annual Reportiaeerporated by reference in
Item 8.

0] Report of Management on the Consolidated Fir@rstatements (page 42 of our 2r#hual Report

(i) Report of the Independent Registered Public@dunting Firm on the Consolidated Financial Statets (page 43 of our 2013
Annual Report);

(iii) Statements of Consolidated Income and Comensive Income for the years ended December 3B 2P012 and 2011 (page
44 of our 2013 Annual Report);

(iv) Consolidated Balance Sheets at December@13 22012 and 2011 (page 45 of our 28hBual Report,

(V) Statements of Consolidated Cash Flows folydars ended December 31, 2013 , 2012 and 2011 (pégd our 2013 Annual
Report);

(vi) Statements of Consolidated Shareholders’ &gdfor the years ended December 31, 2013, 20128ad (page 47 of our 2013
Annual Report); and

(vii) Notes to Consolidated Financial Statements foydas endeDecember 31, 2013, 2012 and 2011 (pages 48 thraisgof
our 2013 Annual Report).

(2) Financial Statement Sched

Schedule Il — Valuation and Qualifying Accounts d&ekserves for the years ended December 31, 201, &hd 2011 is set
forth below. All other schedules for which provisits made in the applicable accounting regulatafrtbe Securities and
Exchange Commission are not required under théegelastructions or are inapplicable and therefaree been omitted.

Valuation and Qualifying Accounts and Reserves
(Schedule 11)

Changes in the allowance for doubtful accounts vasriollows:

(thousands of dollars) 2013 2012 2011

Beginning balance $ 47,66 $ 51,74 $ 59,31(

Amount acquired through acquisitions 89¢€ 22¢€ 462

Bad debt expense 31,19 20,92: 25,07¢

Uncollectible accounts written off, net of recoesri (25,295 (25,229 (33,109

Ending balance $ 54,46( $ 47,66% $ 51,74
(3) Exhibits

See the Exhibit Index on pages 24 through 28isfréport.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1é&f(the Securities Exchange Act of 1934, the Corggaas duly caused this report to be
signed on its behalf by the undersigned, theredalp authorized, on February 27, 2014 .

THE SHERWIN-WILLIAMS COMPANY

By: /s/ CATHERINE M. K ILBANE
Catherine M. Kilbane, Secretary

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bbélpthe following persons on behalf
of the registrant and in the capacities indicatedebruary 27, 2014 .

* C HRISTOPHER M. C ONNOR Chairman and Chief Executive Officer, Director

* SEAN P. HENNESSY Senior Vice President — Finance and Chief Finar@féiter
Sean P. Hennessy (Principal Financial Officer)

* A LLEN J. MISTYSYN Vice President — Corporate Controller
Allen J. Mistysyn (Principal Accounting Officer)

* A RTHUR F. ANTON Director

Arthur F. Anton

*D AVID F. HODNIK Director
David F. Hodnik

* T HOMAS G. KADIEN Director
Thomas G. Kadien

* R ICHARD J. KRAMER Director
Richard J. Kramer
* S USAN J. KROPF Director

Susan J. Kropf

* R ICHARD K. SMUCKER Director
Richard K. Smucker

* JOHN M. STROPKI Director
John M. Stropki

* The undersigned, by signing her name heretos d@m this report on behalf of the designatecceff and directors of the Company
pursuant to powers of attorney executed on beli@hoh such officer and director and filed as dmitgkto this report.

By: /s/ CATHERINE M . K ILBANE February 27, 2014
Catherine M. Kilbane, Attorney-in-fact
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EXHIBIT INDEX

(a) Amended and Restated Articles of Incorporatiorhef€Company, as amended through April 17, 2013] file Exhibit 3 to the
Company's Current Report on Form 8-K dated Aprjl2(r13, and incorporated herein by reference.

(b) Regulations of the Company, as amended and resiatéd20, 2011, filed as Exhibit 3 to the Compan€urrent Report on
Form 8-K dated April 20, 2011, and incorporateceireby reference.

(a) Indenture between the Company and The Bank of Nerk ¥lellon (as successor to Chemical Bank), asenjsiated as of
February 1, 1996, filed as Exhibit 4(a) to Form B&}jistration Statement Number 333-01093 dateduaep0, 1996, and
incorporated herein by reference.

(b) First Supplemental Indenture between the CompadyTae Bank of New York Mellon, as trustee (inclugiiform of Note),
dated as of December 21, 2009, filed as Exhibif #(lthe Company's Annual Report on Form 10-K Far fiscal year ended
December 31, 2009, and incorporated herein byenéer.

(c) Form of Second Supplemental Indenture by and betwee=Company and The Bank of New York Mellon,rastee
(including Form of Note), dated as of December0A2, filed as Exhibit 4.1 to the Company's CuriRaport on Form 8-K
dated December 4, 2012, and incorporated herersfeyence.

(d) Form of Third Supplemental Indenture by and betwtbenCompany and The Bank of New York Mellon, agsiee (including
Form of Note), dated as of December 7, 2012, filedExhibit 4.2 to the Company's Current Report om8-K dated
December 4, 2012, and incorporated herein by nefere

(e) Indenture between Sherwin-Williams Development @oafion, as issuer, the Company, as guarantorHands Trust and
Savings Bank, as trustee, dated June 15, 1988,d#eExhibit 4(b) to Form S-3 Registration StateniMdumber 33-6626 dated
June 20, 1986, and incorporated herein by reference

(f) Credit Agreement, dated as of July 8, 2011, ambad2tompany, the Lenders party thereto, Bank of AcagN.A., as
administrative agent, and Wells Fargo Bank, N.A.sgndication agent, and JPMorgan Chase Bank, &hé Citibank, N.A.,
as co-documentation agents, filed as Exhibit 4 théoCompany's Current Report on Form 8-K dateg 3u2011, and
incorporated herein by reference.

(g) Credit Agreement, dated as of June 29, 2012, arBtegwin-Williams Canada Inc., as borrower, the Canyp as guarantor,
the lenders party thereto, KeyBank National Asd@mia as joint lead arranger, sole bookrunner adiaistrative agent, and
PNC Bank National Association, as joint lead arearend syndication agent, filed as Exhibit 4 to@wmpany's Current
Report on Form 8-K dated June 29, 2012, and incatpd herein by reference.

(h) First Amendment Agreement, dated as of March 18328mong Sherwiiilliams Canada Inc., as borrower, the Compan'
guarantor, the lenders party thereto, KeyBank Maliéd\ssociation, as joint lead arranger, sole bowiner and administrative
agent, PNC Bank, National Association, as jointllaeranger and syndication agent, and Royal Bartkamiada, as joint lead
arranger and documentation agent, filed as Exlibitthe Company's Current Report on Form 8-K ditadch 18, 2013, and
incorporated herein by reference.

(i) Credit Agreement, dated as of September 19, 20i8ng Sherwin-Williams Luxembourg S.a r.l., as bamo, the Company,
as guarantor, the lenders party thereto, J.P. NoEgaope Limited, as administrative agent and Is&bier, J.P. Morgan
Securities LLC, Citigroup Global Markets Inc. an&BIC Securities (USA) Inc., as joint lead arrangard bookrunners, and
Citigroup Global Markets Inc. and HSBC SecuritiegSA) Inc., as syndication agents, filed as ExHbib the Company's
Current Report on Form 8-K dated September 19, 28i@ incorporated herein by reference.

(j) Five Year Credit Agreement, dated as of Januar®802, by and among the Company, Citicorp USA,, las.administrative
agent and issuing bank, and the lenders from tintiente party thereto, filed as Exhibit 4.1 to then@pany's Current Report on
Form 8-K dated January 30, 2012, and incorporagedih by reference.

(k) Agreement for Letter of Credit, dated as of Janiry2012, by and between the Company and Citibidrk, filed as Exhibit
4.2 to the Company's Current Report on Form 8-Kdidanuary 30, 2012, and incorporated herein leyaete.

(l) FamA N anr Nvadit Aavanrmaant AvaanAdnaant NlAa 1 AabnAfdA Alhviian: 2 YN1D s AanA AancnAana tha CPAancnAadia~Ma 1ICA TinA



as administrative agent and issuing bank, andetheers from time to time party thereto, filed aibBit 4 to the Company's
Current Report on Form 8-K dated February 6, 2@bg,incorporated herein by reference.
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10.

(m) Five Year Credit Agreement Amendment No. 2, datedfdebruary 13, 2012, by and among the Compaitigo€p USA,
Inc., as administrative agent and issuing bank,taedenders from time to time party thereto, filsdlExhibit 4 to the
Company's Current Report on Form 8-K dated Febridan2012, and incorporated herein by reference.

(n) Five Year Credit Agreement Amendment No. 3, datedfdebruary 27, 2012, by and among the Compaitigo€p USA,
Inc., as administrative agent and issuing bank.taadenders from time to time party thereto, filsdExhibit 4 to the
Company's Current Report on Form 8-K dated Febr@@n2012, and incorporated herein by reference.

(o) Five Year Credit Agreement, dated as of April 2812, by and among the Company, Citicorp USA, las.administrative
agent and issuing bank, and the lenders partytthdied as Exhibit 4.1 to the Company's CurreepBrt on Form 8-K dated
April 23, 2012, and incorporated herein by refeeenc

(p) Agreement for Letter of Credit, dated as of ApAl 2012, by and between the Company and Citibark, fled as Exhibit 4.2
to the Company's Current Report on Form 8-K datpdI 23, 2012, and incorporated herein by reference

(g) Five Year Credit Agreement Amendment No. 1, datedfaApril 25, 2012, by and among the Company,dBith USA, Inc., as
administrative agent and issuing bank, and thedenparty thereto, filed as Exhibit 4 to the CompaCurrent Report on
Form 8-K dated April 25, 2012, and incorporateceireby reference.
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101.DEF XBRL Taxonomy Extension Definition LinklsaBocument

* Management contract or compensatory plan omgeeent required to be filed as an exhibit purstmitem 14(c) of Form 10-
K.

**  Schedules have been omitted pursuant to Itef(I§02) of Regulation S-K. Sherwin-Williams agréedurnish supplementally
to the Securities and Exchange Commission a copyymitted schedule upon request.
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EXHIBIT 10(b)

SUMMARY OF BASE SALARY AND ANNUAL INCENTIVE
COMPENSATION PAYABLE TO NAMED EXECUTIVE OFFICERS

2014 Base Salary . On February 18, 2014, the Compensation and Managebevelopment Committee (the “Compensation
Committee”) of the Board of Directors of The Sharilliams Company (“Sherwin-Williams”) set the 20base salaries of the executive
officers who are expected to be named in the Summ@ampensation Table of Sherwin-Williams’ 2014 Br@&tatement (the “Named
Executive Officers”). The base salaries of the Nduiagecutive Officers for 2014 are as follows: Ctajher M. Connor, Chairman and Chief
Executive Officer ($1,221,987); John G. MorikiseBident and Chief Operating Officer ($853,580);rSieaHennessy, Senior Vice President -
Finance and Chief Financial Officer ($643,786); Bald. Davisson, President, Paint Stores Groupg$32); and Catherine M. Kilbane,
Senior Vice President, General Counsel and Segré®ai5,008).

Annual I ncentive Compensation to Be Earned in 2014 . The Compensation Committee also approved the faligwinimum, target
and maximum cash bonus award levels, as a pertsatawy, for the Named Executive Officers for 2Qtler The Sherwin-Williams
Company 2007 Executive Performance Bonus Plan.

Incentive Award as a Percentage of Base Salary

Named Executive Officer Minimum Target Maximum
Christopher M. Connor 0 12t 25C
John G. Morikis 0 75 15C
Sean P. Hennessy 0 75 15C
Robert J. Davisson 0 60 12¢C
Catherine M. Kilbane 0 60 12C



to the Amended and Restated Severance Agreemethies Forms Filed as

Form A of Severance Agreement

Christopher M. Connor
John G. Morikis
Sean P. Hennessy

Form B of Severance Agreement

Robert J. Davisson
George E. Heath
Thomas E. Hopkins
Timothy A. Knight
Steven J. Oberfeld
Robert J. Wells

Form C of Severance Pay Agreement

Catherine M. Kilbane
Allen J. Mistysyn

Schedule of Executive Officers who are Parties

Exhibit 10(e) to the Company's Annual Report onnfrd0-K
For the Fiscal Year Ended December 31, 2010

EXHIBIT 10(d)



EXHIBIT 10(g)

AMENDMENT NO. 2 TO THE SHERWIN-WILLIAMS COMPANY 200 5
DEFFERED COMPENSATION SAVINGS AND PENSION EQUALIZAT ION PLAN
(As Amended and Restated)

This Amendment No. 2 to The Sherwin-Williams Compa@005 Deferred Compensation Savings and PensiaalEgtion Plan (the
“Plan”) is made effective as of January 1, 2013.

WITNESSETH:

WHEREAS , The Sherwin-Williams Company (the “Company”) &dighed the Plan effective January 1, 1991 andshbsequently
amended and restated the Plan thereafter;

WHEREAS , pursuant to Article 8.1 of the Plan, the Compeetsins the right to amend the Plan at any timgtiole or in part; and

WHEREAS , the Company desires to amend the Plan to adé/@esignated Participant that is eligible to reeddenefits pursuant
Section 2.4 of the Plan;

NOW, THEREFORE , the Plan is hereby amended in the respects ladieirset forth:
1. Exhibit A of the Plan is amended to add the follogvDesignated Participa

“Mark R. Henderson.”

IN WITNESS WHEREOF , The Sherwinilliams Company has caused this Amendment No.#texecuted by its duly authori:
officer as of the 23rd day of December 2013.

THE SHERWIN-WILLIAMS COMPANY

By: /s/
Catherine M. Kilbane, Sr. Vice President
General Counsel and Secretary




EXHIBIT 10(0)

Summary of
The Sherwin-Williams Company Revised Executive Diy Plan

Effective as of January 1, 2013, the Sherwin-WiligaCompany adopted The Sherwin-Williams CompanyideevExecutive
Long Term Disability Plan that provides benefitghie event of a long term disability to executive® are not otherwise covered by the
Sherwin-Williams Company Executive Disability IncerRlan, which was frozen to new participants eiffecianuary 1, 2008. Upon a covered
executive experiencing a qualifying disability, filan will provide a benefit to the executive equwab0% of his or her base salary, subject to :
maximum monthly benefit of $35,000. Benefit paynsamder the plan begin after the executive hasreequed a qualifying disability for 180
days. Benefit payments cease at the earliest adtbeutive reaching the Social Security normateatent age (or, if age 60 or older at the time
of disability, a period of 12-60 months dependimgtloe executive’s age), the executive’s recovamnfthe disability, or the executive’s death.
The premium for coverage provided by the plan mpgany-paid.
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ABOUT US

The Sherwin-Williams Company was founded by Henry Sherwin

and Edward Williams in 1866. Today, we are a global leader in the

manufacture, development, distribution and sale of coatings and related

products to professional, industrial, commercial and retail customers.

The Company manufactures products under well-known brands such as Sherwin-Williams®, Dutch Boy®,

Krylon®, Minwax®, Thompson’s” Water Seal® and many more. With global headquarters in Cleveland,

Ohio, Sherwin-Williams® branded products are sold exclusively through more than 4,000 company-

operated stores and facilities, while the Company’s other brands are sold through leading mass
merchandisers, home centers, independent paint dealers, hardware stores, automotive retailers and

industrial distributors. For more information, visit www.sherwin-williams.com.

The Company is comprised of four reportable segments, which together provide our customers

innovative solutions to ensure their success, no matter where they work, or what surfaces they

are coating.

Paint Stores Group operates the exclusive outlets
for Sherwin-Williams” branded paints, stains,
supplies, equipment and floorcovering in the U.S.,
Canada and the Caribbean.

Consumer Group sells one of the industry’s
strongest portfolios of branded and private-label
products through retailers across North America
and in parts of Europe, and also operates a highly
efficient and productive global supply chain for
paint, coatings and related products.

The Sherwin-Williams Company . is an equal opportunity

employer tha

uits, selects and hires on the ba:

individual qualifications and prohibits unlawful discrimination
based on race, color, religion, sex, national origin, protected

veteran status, disability, age, sexual orientation or any other
consideration made unlawful by federal, state or local laws.

Global Finishes Group manufactures and sells

a wide range of OEM product finishes, protective
and marine coatings, and automotive finishes

to a growing customer base in more than

100 countries.

Latin America Coatings Group manufactures
and sells a wide range of architectural paints,
industrial coatings and related products
throughout Latin America.
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LETTER TO

Shareholders

We are pleased to report that 2013 was another record year for The Sherwin-Williams

Company. We reported record consolidated sales, which surpassed $10 billion for the

first time in our 147-year history. Our strong revenue performance was matched by

record results for net income, earnings per share and net operating cash. Total return to

sharcholders in 2013 was 20.7 percent, and our average annual total return over the past

five yvears was 27.3 percent.

Consolidated net sales finished the year at $10.19 billion,
an increase of 6.8 percent over 2012. In addition to record
total revenue, our Paint Stores Group and Global Finishes
Group established new revenue milestones of $6 billion and
$2 billion, respectively. Consolidated income before taxes
grew 19.7 percent to $1.09 billion, net income increased
19.3 percent to $752.6 million, and diluted net income per
common share increased 20.6 percent to $7.26 per share.
Our results for net income and earnings per share include
nonrecurring Brazil tax assessments in the second and
third quarters totaling $31.6 million. These assessments
resulted in after-tax charges to earnings of $21.9 million, or
$.21 per diluted common share, in Sherwin-Williams' year
ended December 31, 2013.

Consolidated net sales finished the year at $10.19 billion, an

During the year, we returned $974 million to
shareholders through treasury stock purchases and
quarterly dividends. The Company acquired 4.3 million
shares of its common stock on the open market at an
average cost of $178.90 per share and a total investment of
$769 million. At year-end, we had remaining authorization
from our Board to purchase an additional 12.15 million
shares. We also increased our annual dividend 28 percent
to $2.00 per share, extending our string of dividend
increases to 35 consecutive years.

Not all of the news we received in 2013 was good
news. In our long-standing lead pigment lawsuit in Santa
Clara County, California invelving a claim for public
nuisance, the trial court ordered three of the defendants
— Sherwin-Williams, NL
Industries, Inc. and ConAgra

increase of 6.8 percent over 2012, In addition to record total revenue, - grocery Products Company

our Paint Stores Group and Global Finishes Group established new
revenue milestones of $6 billion and $2 billion, respectively.

For the first time in our history, net operating cash
exceeded $1billion, finishing the year at $1.1 billion, an
increase of $196 million over 2012. Net operating cash as
a percent of sales for the year was 10.6 percent, above the
Company's long-term objective of generating net operating
cash at a rate of 10 percent of net sales.

A portion of the increase in net operating cash resulted
from continued progress in working capital management.
Our working capital ratio - accounts receivable plus
inventory minus accounts payable, divided by sales -
declined to 10.5 percent of sales at year-end, compared
with 10.8 percent of sales at the end of 2012. Excluding the
effect of acquisitions, our year-end working capital ratio
would have been 10 percent in 2013.

— to pay $1.15 billion into a
lead paint abatement fund to
be administered by the State.
The trial court’s final judgment was entered on January 27,
2014. We continue to believe these types of lawsuits are
baseless and will file a notice of appeal at the appropriate
time. While it is difficult to predict the length of time
required for appeal, at a minimum we expect the process to
take two to three years.

In September, we completed a portion of the
Consorcio Comex transaction announced in 2012, acquiring
306 company-operated paint stores in the U.S. and
Canada. This was a significant acquisition for our Company,
increasing our store presence in many key markets and
adding approximately $450 million in revenue in 2014.

Despite our best efforts to secure regulatory approval
to complete the acquisition of Comex operations in Mexico,




From left to right: Sean P. Hennessy, Senior Vice President - Finance and Chief Financial Officer; Christopher M. Connor, Chairman and
Chief Executive Officer; John G. Morikis, President and Chief Operating Officer

the deal was twice rejected during the year due to concerns
that the transaction would reduce competition in the
Mexican paint market. We will continue to work with the
Federal Economic Competition Commission in Mexico to
determine a path forward, as we believe the completion

of this combination of these two outstanding companies
would benefit both Sherwin-Williams shareholders and
paint consumers throughout Mexico.

At year-end, our total debt was $1.72 billion and
cash on hand was $745 million. We maintained an
uncharacteristically high debt level and cash balance
throughout the year in anticipation of closing the Mexico
portion of the Comex acquisition.

PAINT STORES GROUP
Our Paint Stores Group is the largest operator of specialty
paint stores in North America, servicing the needs of
architectural and industrial painting contractors and do-
it-yourself homeowners. Net sales for the Group finished
the year at $6.0 billion, an increase of 10.9 percent over
2012. Comparable-store sales - sales by stores open more
than 12 months - increased 7.8 percent during the year. The
segment’s profit increased 14.9 percent to $990.5 million.
As a percentage of sales, Paint Stores Group profit
increased to a record 16.5 percent, up from the previous
record of 15.9 percent set in 2012. Flow through on
incremental sales for the year in our Paint Stores Group
was 36 percent.

During the year, Paint Stores Group continued to
grow in geographic reach and store density, opening 82
net new stores and adding the 306 Comex store locations.

The acquired stores operate under well-known regional
brands such as Frazee® in California, Nevada and Arizona;
Parker™ Paints in the Pacific Northwest; Kwal® in the Rocky
Mountain region; Color Wheel™ in Florida; and General
Paint” in Canada. These additions bring Paint Stores Group
total store count in the U.S., Canada and the Caribbean to
3,908 locations, compared with 3,520 a year ago. Our plan
for 2014 calls for net new store openings in the range of
80 to 90 locations. To stay a step ahead of our future
growth and expansion, we recruited an unprecedented
1,240 college graduates into our Management Training
Program in 2013.

The process of integrating the U.S. and Canadian
Comex stores, facilities and brands into our existing
operations is going well. These integration efforts will pay
big dividends as we transition the acquired business from
an operating loss in 2013 to profitability on par with our
existing Paint Stores Group in the years ahead. At the same
time, this organization will continue to focus on organic
store growth, recruit and train the best store staff and
sales force in the industry, and introduce outstanding new
products, marketing programs and sales initiatives to drive
market share gains across our focus market segments.

CONSUMER GROUP
The Consumer Group fulfills a dual mission for the

Company: supplying branded and private-label products
to retailers throughout North America, and supporting

our other businesses around the world with new product
research and development, manufacturing, distribution
and logistics.




*4

In 2013, Consumer Group sales increased 1.5 percent to
$1.34 billion, primarily due to revenue from acquisitions that
more than offset the elimination of some paint business
with two large retail customers. Acquisitions increased net
sales by 2.4 percent. Segment profit increased 11.8 percent
to $242.1 million as higher sales and operating efficiencies
from higher manufacturing volume more than offset profit
dilution from acquisitions. Segment profit margin expanded
10 18.0 percent of sales from 16.4 percent in 2012.

The portfolio of brands and products sold by our
Consumer Group continues to grow. In 2013, as part of
the Comex U.S. and Canada acquisition, we added the
Duckback®, Superdeck® and Mason’s Select® brands
of wood care products to our portfolio. These brands
represent a complete line of premium quality stains and
sealers for exterior wood, concrete and composite surfaces.

The Consumer Group leads our worldwide
architectural coatings research and development effort,
and manages a highly efficient global supply chain
consisting of 43 manufacturing plants and 20 distribution
centers. This talented team will oversee the integration of
the Comex manufacturing and distribution facilities in the
U.S. and Canada. To date, 28 of our manufacturing and
distribution sites have earned the Star certification from

For the first time in our history, net operating cash exceeded

Segment profit for the year increased 15.9 percent to
$170.6 million, and segment profit as a percentage of net
sales increased 100 basis points to 8.5 percent from
7.5 percent in 2012.

Our growth strategy in the Global Finishes Group
relies on rapid assimilation of new product and service
technologies in every market we serve. Recent examples
of this include the introduction of new UV-resistant coatings
products in Europe, fast-cure ethanol-resistant coatings
for the global petroleum market and the promotion of
waterborne product platforms in China. We recently
introduced FormulaExpress®2.0 Electronic Formula Retrieval
system to the automotive refinish market, which dramatically
improves the speed of color formula retrieval and the
accuracy of formula recommendations. Our new RAL 48-
hour delivery program in North America meets the quick
turnaround needs of job shops using RAL colors in powder.

LATIN AMERICA COATINGS GROUP

Our Latin America Coatings Group develops, manufactures,
licenses and sells a variety of architectural paint and
coatings, and related products throughout Latin America.
Sherwin-Williams® and other controlled brand products are
distributed through company-operated specialty paint stores
and by a direct sales staff and
outside sales representatives to

$1 billion. During the year, we returned $974 million to sharcholders — retailers, dealers, licensees and

through treasury stock purchases and quarterly dividends.

the Occupational Safety & Health Administration (OSHA)
Voluntary Protection Program, more than any other paint
manufacturer in North America. In 2013, our company-
operated transport fleet received a Safety Award from the
National Private Truck Council.

GLOBAL FINISHES GROUP
The Global Finishes Group manufactures and sells
industrial coatings, automotive finishes, and protective and
marine coatings to a growing customer base in more than
100 countries around the world. We go to market through
independent retailers, jobbers and distributors as well as
through our company-operated branches. Acquisitions
have played a particularly important role in this segment
in recent years, bringing new technology and needed
capacity to key geographic regions.

Net sales for our Global Finishes Group increased
2.2 percent to $2.0 billion in 2013. Slightly more than half of
the $40 million increase in revenue came from acquisitions.

other third-party distributors.
In 2013, we opened six net new
company-operated stores in the region for a total of 282, and
added 76 new dedicated dealer locations for a total of 587.
In 2013, unfavorable currency exchange rates in many
Latin American countries once again posed a significant
challenge to our revenue and profit growth. Sales in
U.S. dollars declined $3.6 million to $832.5 million, while
sales in local currencies grew 6.7 percent. Profit for the
segment, stated in U.S. dollars, decreased 52.4 percent to
$38.6 million. Tax assessments in Brazil in the second and
third quarters accounted for $31.6 million of the reduction
in operating profit for the segment. Negative currency
exchange also reduced segment profit by $5.5 million in the
year. As a percentage of net sales, segment profit was
4.6 percent for the year compared with 9.7 percent in 2012.

MANAGEMENT CHANGES

In January, Catherine M. Kilbane joined the Company as
our Senior Vice President, General Counsel and Secretary.
Cathy will oversee delivery of domestic and global legal




services, advise management on all legal matters
including corporate governance and litigation, and
supervise the legal department and outside counsel. She
joins Sherwin-Williams following nine years as Senior Vice
President, General Counsel and Secretary for American
Greetings Corporation. Prior to that, Cathy practiced law
for 16 years with Baker & Hostetler, LLP, one of the nation’s
largest law firms, where she was a partner in the general
business group, specializing in commercial and intellectual
property issues.

In September, Cheri M. Phyfer was promoted to
President and General Manager of our Diversified Brands
Division, which is part of our Consumer Group. Cheri joined
Sherwin-Williams in 1993 as a management trainee in the
Southeastern Division of our Paint
Stores Group. She has held a variety
of leadership positions, including
President of both the Southeastern
and South Western divisions of Paint
Stores Group and Vice President
of Sales in the Southeastern Division. Cheri led our
Southeastern Division through an impressive growth phase,
significantly expanding our presence in the Caribbean
basin, and was instrumental in the development of the
Paint Stores Group’s diversity and inclusion initiatives.

OUTLOOK FOR 2014

Data on the U.S. housing market have been mixed in recent
months, but we remain bullish on the residential business
based on our sales momentum in the fourth quarter and
feedback from many of our customers. Recovery in the
nonresidential construction markets has been slow, but

we have seen some improvement in our sales to many
nonresidential segments in recent months. We expect this
positive momentum to continue in 2014.

Outside the U.S., it appears likely that sluggish
economic conditions and currency devaluation in many
Latin America countries will remain a challenge. Modestly
improving economic growth in Europe may provide
some offset.

We are at a midway point in the U.S. housing market
recovery that began in 2010, and the rebound in the
domestic nonresidential markets is barely under way.
Against this backdrop, 2013 was our third consecutive
year of record results. Assuming this recovery remains
on track, our prospects over the next three to five years
look bright.

Our raw material basket, which comprises approximately
85 percent of the cost of finished products, has many moving
parts but, in total, we believe there is some risk of modest
inflation. The price of propylene, a feedstock for monomers
and latex, and high-density polyethylene, which is used in
plastic pails, have risen in recent months. Pricing for high-
grade chloride TiO,, the primary pigment used in paint, held
steady over the second half of 2013, but rising order volumes
and lower inventories could result in pricing traction by
mid-2014. Based on these factors, we would expect average
year-over-year raw material cost inflation for the paint and
coatings industry to be in the low single-digit range in 2014.

We are well positioned to benefit from trends.
Our continued focus on better serving a diverse and

We are at a midway pointin the U.S. housing market

recovery that began in 2010, and the rebound in the domestic
nonresidential markets is barely under way. Against this
backdrop, 2013 was our third consecutive year of record results.

increasingly global professional customer base, expanding
our distribution domestically and abroad, developing new
and innovative products, managing expenses and working
capital, generating cash, and continuing to invest in our
people will enable us to grow and prosper in the year
ahead. We are equally confident that these same factors will
produce superior results and returns for our shareholders
over the long term.

To the men and women of Sherwin-Williams, | offer
my heartfelt thanks for all of your hard work, skills and
commitment; | truly believe that we have the best team in
the business, and that is integral to our success. On behalf of
all Sherwin-Williams employees around the world, we offer
our thanks and appreciation to our customers, suppliers and
shareholders for their continued trust and confidence.

g L

Christopher M. Connor
Chairman and Chief Executive Officer




2013 AT A GLANCE

Paint Stores
Group

Sherwin-Williams Paint Stores are the exclusive
outlets for Sherwin-Williams® branded paints,
stain, supplies, equipment and floor covering in
the U.S., Canada and the Caribbean.

PRODUCTS SOLD: Paints, stains, coatings, caulks, applicators,
wallcoverings, floorcoverings, spray equipment and related
products

MARKETS SERVED: Do-it-yourselfers, professional painting
contractors, home builders, property maintenance, healthcare,
hospitality, architects, interior designers, industrial, marine,
flooring and original equipment manufacturer (OEM) product
finishers

MAJOR BRANDS SOLD: Sherwin-Williams®, ProMar®,
SuperPaint®, A-100%, Duron®, MAB®, PrepRite®, Duration®, Duration
Home®, Harmony®, ProClassic®, Woodscapes®, Deckscapes®,
Cashmere®, HGTV*® Home by Sherwin-Williams, Emerald™,
Duracraft™, Solo®, Prolndustrial™, ProPark®, Frazee®, Parker™

Paints, Kwal®, Color Wheel™, General Paint*

OUTLETS: 3,908 Paint Stores Group stores in the
United States, Canada, Aruba, Jamaica, Puerto Rico,
St. Maarten, Trinidad and Tobago and the Virgin Islands

58.9%

of total sales

Consumer
Group

Our Consumer Group sells one of the industry’s
strongest portfolios of branded and private-
label products through retailers across North
America and in parts of Europe, and also
operates a highly effective global supply chain
for paint, coatings and related products.

PRODUCTS SOLD: Branded, private-label and licensed brand
paints, stains, varnishes, industrial products, wood finishing
products, wood preservatives, applicators, corrosion inhibitors,
aerosols, caulks and adhesives, and related products

MARKETS SERVED: Do-it-yourselfers, professional painting
contractors, industrial maintenance and flooring contractors

MAJOR BRANDS SOLD: Dutch Boy®, Krylon® Minwax®,
Thompson's® WaterSeal®, Pratt & Lambert®, Martin Senour®,
H&C*®, White Lightning®, Dupli-Color®, Rubberset®, Purdy®, Bestt
Liebco®, Accurate Dispersions™, Uniflex®, VHT®, Kool Seal®, Snow
Roof®, Altax™, Tri-Flow®, Sprayon®, Ronseal™, DuraSeal*, Geocel®,
Conco®, Duckback®, Superdeck®, Mason’s Select®

OUTLETS: Leading mass merchandisers, home centers,
independent paint dealers, hardware stores, craft stores, fine
art stores, automotive retailers and industrial distributors in the
United States, Canada, Mexico, Poland and United Kingdom

13.2%

of total sales




Global Finishes
Group

The Global Finishes Group manufactures and sells
a wide range of OEM product finishes, protective
and marine coatings, and automotive finishes to a
growing customer base in more than 100 countries.

PRODUCTS SOLD: Asset protection products, wood finishes,
aerosols, high performance interior and exterior coatings for the
automotive, aviation, fleet and heavy truck markets, OEM product
finishes and related products

MARKETS SERVED: Commercial construction, industrial
maintenance, automotive jobbers, wholesale distributors, collision repair
facilities, dealerships, fleet owners and refinishers, production shops,
body builders, manufacturers, and job shops

MAJOR BRANDS SOLD: Sherwin-Williams®, Lazzuril®, Excelo®,
Baco®, Planet Color®, AWX Performance Plus™, Ultra™, Ultra-Cure®,

Martin Senour®, Kem Aqua®, Sher-Wood®, Powdura®, Polane®, Euronavy®,
Inchem®, Sayerlack®, Becker Acroma®, Firetex®, Macropoxy®, Oece™, Arti™,
Acrolon®, Sher-Nar®, PermaClad®, Heat-Flex®, Magnalux™, ATX™, Genesis®,
Dimension®, Finish 1™, Lanet™, DFL™, Conely™, Envirolastic®, Fastline™

OUTLETS: 300 company-operated automotive, industrial and product
finishes branches and other operations in the United States, Australia,
Belarus, Belgium, Brazil, Canada, Chile, China, Czech Republic, Denmark,
Finland, France, Germany, India, Ireland, Italy, Lithuania, Malaysia, Mexico,
Norway, Peru, Poland, Portugal, Romania, Russia, Singapore, Spain,
Sweden, Thailand, Ukraine, United Kingdom and Vietnam. Distribution

in 38 other countries through wholly owned subsidiaries, joint ventures,
distributors, export options, and licensees of technology, trademarks
and trade names

19.7%

of total sales
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Latin America
Coatings Group

Qur Latin America Coatings Group
manufactures and sells a wide range of
architectural paints, industrial coatings and
related products throughout Latin America.

PRODUCTS SOLD: Architectural paints, stains, coatings,
varnishes, industrial maintenance products, wood finishing
products, applicators, aerosols, OEM product finishes and
related products

MARKETS SERVED: Professional painting contractors,
independent paint dealers, industrial maintenance, OEM product
finishers and do-it-yourselfers

MAJOR BRANDS SOLD: Sherwin-Williams®, Marson®,
Metalatex®, Novacor®, Loxon®, Colorgin®, Andina®, Napko™,
Martin Senour®, Sumaré®, Condor®, Euronavy®, Krylon®, Kem
Tone®, Minwax®, Pratt & Lambert®

OUTLETS: 282 company-operated stores in Brazil, Chile,
Colombia, Ecuador, Mexico and Uruguay. Distribution through
dedicated dealers, home centers, distributors, hardware
stores, and through licensees in Argentina, El Salvador, Peru
and Venezuela

\
8.2%

of total sales
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Sherwin-Williams Paint Stores Group is the leading operator of
specialty paint stores in North America, with 3,908 stores at the

end of 2013, In 2013, the Paint Stores Group reached record sa

esof

$0.0 billion and generated $990.5 million in segment operating profit.

EXTENSIVE NETWORK OF STORES:

Paint Stores Group

Sherwin-Williams Paint Stores are the exclusive outlets

for Sherwin-Williams® branded paints, stains, supplies,
equipment and floor covering in the U.S., Canada and the
Caribbean. During 2013, Paint Stores Group added 82 net
new Sherwin-Williams stores. In addition, we strengthened
our position in Canada and on the U.S. West Coast through
our acquisition of Consorcio Comex’s U.S. and Canadian
business, which added 306 company-operated stores to our
base of retail stores. All total, we ended the year with 3,908
company-operated stores.

Paint Stores Group serves architectural and industrial
painting contractors, residential and commercial builders
and remodelers, property owners and managers, OEM
product finishers and do-it-yourself homeowners. In order
to meet the disparate needs of all these customers, we
must consistently build and demonstrate our product and
application know-how, and continue to develop innovative
new products.

In 2013, Paint Stores Group introduced 13 new products,
including several products that are designed to meet
increasingly stringent regulations covering volatile organic
compounds. Enhanced Harmony® paint features odor-
eliminating, formaldehyde-reducing technology to help
promote better indoor air quality. Our new Dry Erase Coating
can turn most any wall into a dry erase board. Its clear gloss
can be applied over any paint color to create a writeable,
erasable surface. Sold exclusively to professional painting
contractors, it is ideal for schools, conference rooms, and
message boards in commercial or residential settings. Both

of these new products are GREENGUARD Gold certified
because of their low chemical emissions during product use.*

We also introduced Tuff Surface™ Premium Texture
Finish, a 100 percent acrylic interior coating that gives
professionals a quick, economical way to enhance a property
with a fresh, updated look; enhanced our Cashmere® Interior
Latex Paint Line with a pearl finish that is especially suitable
for higher-end formal dining or living rooms; and launched a
new formula for SherLastic® Elastomeric Coating to protect
exterior concrete surfaces from hairline cracks and wind-
driven rain.

In 2013, we became one of the first major consumer
brands to launch a Google Glass application - ColorSnap
Glass™, which lets consumers instantaneously act on color
inspiration they may find in everyday life by turning it into
virtual paint color swatches. Other digital enhancements
included launching a text message program and Twitter
account targeted to our professional customers; creating a
Facebook experience for our Latino followers; and providing
customers with access to their purchasing history on
mys-w.com.

During the year, Sherwin-Williams announced several
new partnerships, including becoming the “Official Paint of
NASCAR"”; and working with Williams Sonoma® brands such
as Pottery Barn® and West EIm* to feature our paint colors
in seasonal color palettes that perfectly complement their
home furniture and decor.

* GREENGUARD Gold is a registered trademark of GREENGUARD

Environmental Institute.




Sherwin-Williams’ store
count increase in 2013

ACHIEVEMENTS

* Sherwin-Williams acquired Comex’s U.S.
and Canadian business, which added
306 company-operated stores to our base
of retail stores.

*  We opened 82 net new Sherwin-Williams
stores - finishing the year with a total
of 3,908 stores in the U.S., Canada and
the Caribbean.

*  We introduced 13 new products, including
seven GREENGUARD Gold certified products.*

»  Sherwin-Williams introduced ColorSnap
Glass™, our first Google Glass application.




Consumer Group offers one of the industry’s strongest portfolios

of branded and private-label products through retailers across

North America and in parts of Europe. [t also operates one of the

industry’s most efficient and productive global supply chains. In 2013,

Consumer Group net sales increased 1.5 percent to $1.34 billion, and

segment profit grew 11.8 percent to $242.1 million.

STRONG MARKET POSITIONS:

Cconsumer

Our Consumer Group supplies paint and automotive retailers
in North America and parts of Europe with our well-known
branded products, including Thompson's® WaterSeal®
exterior waterproofing products, Dutch Boy® and Pratt &
Lambert® paint, Minwax® interior wood finishing products,
Krylon® aerosol paints, Purdy® paint brushes and rollers,
Ronseal™ and Altax™ woodcare products, and Geocel®
sealants and adhesives.

Our robust portfolio of brands continues to enjoy leading
market share positions, and high awareness and preference
among DIY and professional customers. During the year, we
strengthened several of these brands by introducing new
products, application options and line extensions.

In 2013, we introduced Purdy® Marathon™ roller covers,
a premium line of roller covers made from a proprietary
nylon/polyester blend designed for durability, longevity and
sustained performance. The new roller covers are available in
a new Store & Snap™ resealable bag that conveniently allows
the roller covers to be stored wet between jobs, further
extending the life of our most durable roller covers.

As part of the Comex U.S. and Canada acquisition,
we added the Duckback®, Superdeck® and Mason’s Select®
brands of wood care products to our portfolio. The addition
of Duckback in particular enhances our ability to grow market
share in exterior categories. Duckback® premium-quality
wood and concrete stains and sealers add dimension and
sheen to protect and beautify outdoor surfaces.

Our Minwax® brand is already the leading brand of
interior wood finishing products in the U.S,, and it continued
to expand its reach and receive industry accolades in 2013.
Minwax™ Wood Finishing Cloths have been chosen as a

Grou

2014 Better Homes and Gardens Best New Product, and they
were named one of the finalists for the 2014 Visionary Award
by INDA, Association of the Nonwoven Fabrics Industry.

In 2013, we continued our successful VIP (Very
Important Places) partnership between Thompson’s®
WaterSeal” and several state and national parks, including
the $25 million park improvement project at Niagara Falls
State Park. Thompson’s® WaterSeal* Advanced Waterproofer
was also named a “Recommended” product by Consumer
Reports for the third straight year, and Thompson’s®”
WaterSeal® waterproofing stains expanded their presence
in both WalMart and Home Depot in 2013.

In Europe, we continued to grow our presence in the
UK., Poland and Ireland through increases in market share
and distribution. Our Geocel® brand, best known for its
paintable, “crystal clear” sealant technology for roofing
distribution and the transportation industry, was named
“Best New Supplier” by MICA DIY in the UK. as part of its
Member & Supplier Awards.

Our Global Supply Chain Organization, which was
launched in 2012 to consolidate our worldwide operations
and supply chain functions into one focused organization,
continues to be an additional competitive advantage. It
has facilitated the sharing of systems, tools, processes and
best practices in manufacturing, distribution and logistics
worldwide, and enabled us to improve our operating
efficiencies for the 12" consecutive year.




Consumer Group’s return on

sales reached a record of 18

ACHIEVEMENTS

*  Consumer Group continued to expand its
global reach, improve operating efficiencies
and add innovative products to the portfolio.

«  Through the Comex acquisition, we added
Duckback®, Superdeck® and Mason’s Select® to
our portfolio of woodcare brands and products.

*  We introduced Purdy® Marathon™ premium line
of roller covers that feature durability, longevity
and sustained performance.

+  Minwax™ Wood Finishing Cloths were
named a 2014 Better Homes and Gardens Best
New Product.
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Operating in more than 100 countries and from 300 branches,
the Global Finishes Group manufactures and sclls a wide range

of OEM product finishes, protective and marine coatings, and

automotive finishes to a growing customer base throughout the world.

ROBUST PORTFOLIO OF BRANDS:

obal Finishes Group

In 2013, the Global Finishes Group continued to leverage its
expanding portfolio of assets and capabilities to grow sales
and market share in diverse finishing and coating markets
around the world. This is truly a global business - serving
customers across five continents and employing a work force
that speaks at least 26 languages, including Arabic, French,
German, Hindi, Haitian, Mandarin, Portuguese, Swedish

and Vietnamese.

In 2013, Global Finishes Group sales reached $2.0 billion,
up 2.2 percent from 2012, and segment profit increased by
15.9 percent to $170.6 million.

During the year, we continued to expand our OEM
product platform, enhancing our ability to serve finishers
of metal and plastic products and building on our strong
solution offerings for finishes of wood substrate. Metal and
plastic customers include manufacturers of heavy equipment
and electronics and are served through direct sales and
trusted partners in over 80 countries. We also launched a
new 48-hour delivery program for powder coatings in North
America that meets the quick turnaround needs of job shops
using RAL colors.

In Europe, we introduced UV-resistant technology to
the exterior cladding market with Lagvin™ Fast Dry WB UV,
which reduces factory dry time by up to 50 percent. We also
expanded our innovative LED curable coating technology
with large finishers of furniture and joinery. Additionally,
window and door manufacturer JELD-WEN selected us as its
European Supplier of the Year for outstanding performance,
competence and commitment.

In the protective and marine coatings market, we
introduced two major new products: Envirolastic® 840 DTM,

a high-quality, high-gloss finish for a direct-to-metal topcoat
that offers significant corrosion resistance and durability; and
Fast Clad® 105 ER, an ethanol-resistant coating that reduces
application cost and downtime in oil and gas, mining, and
power industry applications.

Additionally, our protective and marine coatings
business was recognized by the Society for Protective
Coatings with its William Johnson Award for the painting
and refurbishment of the iconic Earthoid water tank in
Germantown, Maryland. Qur coatings were also selected for
use on the San Francisco 49ers’ new stadium in Santa Clara,
California.

In the automotive finishes business, we acquired
the assets and technology of Australia-based Coating &
Industrial Technologies Pty. Ltd. (CIT), an automotive interior
coatings supplier with distribution in Australia and Southeast
Asia and approvals with major manufacturers around the
world. This follows the successful integration of China-based
Jiangsu Pulanna Coatings Co., Ltd., a supplier of automotive
refinishes to the Chinese market.

The automotive finishes business also launched the
second generation of its FormulaExpress*®2.0 Electronic
Formula Retrieval System, which significantly improves the
speed and accuracy of color retrieval and matching. And
Sherwin-Williams was named the 2014 “Official Automotive
and Transportation Finish of NASCAR®”




Global Finishes Group

surpassed $2 billion in
revente for the first time

ACHIEVEMENTS

*  Sherwin-Williams was named the 2014 “Official
Automotive and Transportation Finish of
NASCAR®”

*  We acquired the assets and technology
of Australia-based Coating & Industrial
Technologies Pty. Ltd. (CIT).

*  We completed the integration of Jiangsu
Pulanna Coatings Co., Ltd. in China.

»  We launched several high-performing and (
environmentally friendly products, including
UV and LED technologies under brands that
include Envirolastic®, Fast Clad® and Lagvin™.

*  Sherwin-Williams received the European
Supplier of the Year Award from JELD-WEN.

*  Qur products were selected for use on the
San Francisco 49ers’ new stadium.
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Our Latin America Coatings Group reaches approximately
425 million customers through our own stores, dedicated
dealers, home centers, distributors, hardware stores and other

retailers. We serve architectural, protective and marine and product

finishes across Latin America.

EXPANDING PORTFOLIO OF ASSETS & CAPABILITIES:

Latin America
Coatings Group

The Sherwin-Williams® brand is well-known and highly
regarded in many Latin America countries. We currently
have 282 company-operated stores in Brazil, Chile, Colombia,
Ecuador, Mexico and Uruguay. We also operate nine
manufacturing sites across the region and have subsidiaries
or licensees in nine countries. We also opened nine Spray
Source™ spray equipment service centers within existing
paint stores for a total of 12 such locations in the region.

In 2013, the Group recorded sales of $832.5 million,

a decrease of 0.4 percent from 2012, and segment profit

of $38.6 million, a decrease of 52.4 percent. Our results in
the Latin America Coatings Group were impacted by the
ongoing economic headwinds in the region, unfavorable
currency translation rate changes and tax assessment
issues in Brazil. We were also disappointed that, despite our
best efforts, we were unable to secure approval from the
regulatory authorities in Mexico to complete the acquisition
of Consorcio Comex, S.A., de CV. We will continue to work
with the Federal Economic Competition Commission in
Mexico to determine the best path forward, and we hope
that, ultimately, an agreement can be reached that will allow
us to acquire the operations of Comex in Mexico.

Despite the challenges, we remain very well positioned
in the region because of our focus on growth through
dedicated distribution, leveraging technology and best
practices, and achieving strong market positions. During
the year, we opened six new Sherwin-Williams stores, and

continued expansion of our dedicated dealer program, adding
nine new stores in Brazil, 10 in Argentina, 39 in Mexico and

18 in Central America - for a total 587 dealer stores in the
region. Dedicated dealers are independent businesses that
stock predominantly branded products supplied by the Latin
America Coatings Group.

We are the architectural paint and wood care market
leader in Ecuador; protective and marine market leader in
Brazil through our Sumaré® brand and Chile through our
Sherwin-Williams® brand; and the aerosol paint market leader
in Brazil through our Colorgin® brand and Chile through our
Marson® brand.

During 2013, we continued to build on our competitive
advantage in the region by launching new products such as a
specialized line of light industrial interior and exterior coatings
under the Sherwin-Williams Ultra Protection™ name in
Argentina, Chile and Brazil. These are easy to apply, low odor,
waterborne, one-component protective coatings for many
types of substrates. We also launched FIRETEX® intumescent
coatings and Low Temperature ES301W™ marine coatings.

Our brands continue to be well respected in the region,
and two received honors from trade associations in Brazil
in 2013. Novacor® Floor Paint received awards from the Sao
Paulo State Paint Retailers Association and the National
Association of Building Materials Retailers. Our Colorgin®
brand received the award for best aerosol paint from the
National Association of Building Materials Retailers.




Dedicated dealer and company-

operated stores selling our

products in the region

ACHIEVEMENTS

*  Latin America Coatings Group opened six
new Sherwin-Williams stores for a total of
282 in the region and continued the expansion
of our dedicated dealer program that now
comprises 587 dealer stores.

*  We introduced a specialized line of light
industrial interior and exterior coatings
under the Sherwin-Williams Ultra Protection™
name, as well as new FIRETEX” intumescent
coatings and Low Temperature ES301W™
marine coatings.

*  We opened nine Spray Source™ locations
within existing paint stores for a total of 12
such locations in the region.

* In Brazil, Novacor® received awards for
best floor paint, and Colorgin® was
named best aerosol paint.
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SHAREHOLDER RETURNS

COMPARISON OF CUMULATIVE FIVE-YEAR TOTAL RETURN Five-Year Return

$350

The graph at left compares the
cumulative five-year total shareholder
return on Sherwin-Williams common

$300 stock with the cumulative five-year
total return of the companies listed
$250 on the Standard & Poor's 500 Stock
Index and a peer group of companies
$200 selected on a line-of-business basis.
The cumulative five-year total
return assumes $100 was invested
$150 on December 31, 2008 in Sherwin-
Williams common stock, the S&P 500
$100 and the peer group. The cumulative
2008 2009 2010 201 2012 2013

five-year total return, including
reinvestment of dividends, represents

—— Sherwin-Williams Co. —l— S&P 500 Index —4— Peer Group the cumulative value through

December 31, 2013.

Peer group of companies comprised of the following: Akzo Nobel NV,, BASF Corporation, H.B. Fuller Company,

Genuine Parts Company, The Home Depot, Inc., Lowe's Companies, Inc., Masco Corporation, Newell Rubbermaid Inc.,
PPG Industries, Inc., RPM International Inc., Stanley Black & Decker Inc., USG Corporation and The Valspar Corporation.

STOCK REPURCHASE (millions of shares) Returning Cash to Shareholders
15.00 We have consistently returned a
) portion of our cash generated from
12.00 operations to shareholders through
9.00 cash dividends and share repurchases.
In 2013, the Company increased its
6.00 cash dividend 28 percent to $2.00 per
2.00 share, marking the 35th consecutive
000 year we increased our dividend. Share
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 repurchases are also an efficient way
of returning cash to shareholders in
1447 1411 1373 1309 1182 145 1088 1057 1039 103.0 that it returns sellers’ investment at
Average Common Shares Outstanding (fully diluted, in millions) market value and maximizes the value
of the remaining shares outstanding.
In 2013, we purchased 4.3 million
DIVIDENDS PER SHARE shares on the open market. Over
the past 10 years, we have reduced
$2.00 our average diluted common shares
outstanding by 41.7 million shares.
$1.60
$1.20
$0.80 1
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FINANCIAL SUMMARY
(millions of dollars except as noted and per shardata)

2013 2012 2011 2010 2009
Operations
Net sales $ 10,18¢ % 9,53¢ 8,76¢ 7,77¢€ 7,094
Cost of goods sold 5,56¢ 5,32¢ 5,021 4,29t 3,831
Selling, general and administrative expenses 3,46¢ 3,26( 2,961 2,72¢ 2,53¢
Impairments and dissolution 4 5 4 36
Interest expense 63 43 42 71 40
Income before income taxes 1,08¢ 907 742 67¢ 622
Net income 752 631 44z 462 43€
Financial Position
Accounts receivable - net $ 1,09¢ $ 1,03 99C 917 69€
Inventories 971 92( 927 91¢ 73¢
Working capital - net 63C 1,27: 99 15C 37¢€
Property, plant and equipment - net 1,021 96¢€ 957 952 81¢
Total assets 6,38: 6,23t 5,22¢ 5,16¢ 4,32¢
Long-term debt 1,122 1,632 63¢ 64¢ 783
Total debt 1,722 1,70¢ 99: 1,04t 81¢
Shareholders’ equity 1,77¢ 1,792 1,51 1,60¢ 1,491
Per Common Share Information
Average shares outstanding (thousands) 100,89¢ 101,71! 103,47: 107,02. 113,51
Book value $ 1772 $ 17.3¢ 14.61 15.0¢ 13.62
Net income - diluted (1) 7.2€ 6.02 414 4.21 3.7¢
Net income - basic (1) 7.41 6.1%t 4.22 4.2¢ 3.8C
Cash dividends 2.0C 1.5¢€ 1.4¢€ 1.44 1.42
Financial Ratios
Return on sales 7.4% 6.€% 5.C% 5.€% 6.1%
Asset turnover 1.€x 1.5x 1.7x 1.5x 1.6x
Return on assets 11.8% 10.1% 8.4% 8.9% 10.1%
Return on equity (2) 42.(% 41.6% 27.5% 31.(% 27.1%
Dividend payout ratio (3) 33.2% 37.1% 34.1% 38.1% 35.5%
Total debt to capitalization 49.2% 48.8% 39.6% 39.4% 35.4%
Current ratio 1.2 1.7 1.C 1.1 &
Interest coverage (4) 18.%x 22.2x 18.4x 10.€x 16.€x
Net working capital to sales 6.2% 13.2% 1.1% 1.% 5.2%
Effective income tax rate (5) 30.7% 30.4% 40.4% 31.8% 30.(%
General
Capital expenditures $ 167 % 157 154 12t 91
Total technical expenditures (6) 144 14C 13C 10< 10z
Advertising expenditures 263 247 227 21¢ 21¢
Repairs and maintenance 87 83 78 7€ 69
Depreciation 15¢ 152 151 14C 14t
Amortization of intangible assets 29 27 30 35 26
Shareholders of record (total count) 7,55¢ 7,95¢ 8,36( 8,70¢ 9,151
Number of employees (total count) 37,63: 34,15¢ 32,98¢ 32,22¢ 29,22(
Sales per employee (thousands of dollars) $ 271 $ 27¢ 26€ 241 242
Sales per dollar of assets 1.6C 1.5 1.6¢ 1.5C 1.64
Q) All earnings per share amounts are presergig) the two-class method. See Note 15
2) Based on net income and shareholdegsity at beginning of ye:
3) Based on cash dividends per common share rgodyear's diluted net income per common sh

(4) Ratio of income before income taxes and interegérse to interest exper



(5) Based on income before income ta
6) See Note 1, page 60this report, for a description of technical emgiures
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MANAGEMENT’ S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

SUMMARY

The Sherwin-Williams Company, founded in 1866, aad¢onsolidated
wholly owned subsidiaries (collectively, the “Compé8) are engaged in the
development, manufacture, distribution and saleairfit, coatings and related
products to professional, industrial, commercial egtail customers primarily
in North and South America with additional operation the Caribbean
region, Europe and Asia. The Company is structimexdfour reportable
segments — Paint Stores Group, Consumer Group aGfatishes Group and
Latin America Coatings Group (collectively, the ‘fRetable Segments”) —
and an Administrative Segment in the same wayiitternally organized for
assessing performance and making decisions regpatlotation of resource
See pages 6 through 15 of this report and Noteoh&ages 73 through 76 of
this report, for more information concerning thepBRetable Segments.

The Company’s financial condition and liquidity raimed strong in
2013 and net operating cash improved primarily tduenproved operating
results in our Paint Stores, Consumer, and Gloimggtres Groups. Net
working capital decreased $642.6 million at Decem®de 2013 compared to
2012 due primarily to a significant increase inreut liabilities while current
assets increased only slightly. Current portiofonf-term debt increased
$499.3 million resulting primarily from the 3.125%&nior Notes becoming
due in 2014. The Company has been able to arrarfigient short-term
borrowing capacity at reasonable rates, and thep@agnhas sufficient total
available borrowing capacity to fund its curreneggiing needs. Net operati
cash increased $195.9 million to $1.08 billion 012 , which included a first
quarter payment of $80.0 million to the Companypkyee stock ownership
plan (ESOP) relating to a settlement reached wighlt.S. Department of
Labor that was recorded in 2012 (the "DOL Settletf)efrom $887.9 million
in 2012 , which included a first quarter paymen$59.1 million relating to a
settlement reached in the fourth quarter of 201h thie Internal Revenue
Service. Strong net operating cash provided thddumecessary to invest in
new stores, manufacturing and distribution faeititiacquire businesses, pay
down debt, maintain financial stability and reteash to shareholders throu
dividends and treasury stock purchases.

Results of operations for the Company were stromimproved in
many areas in 2013, primarily due to an improwegestic architectural
paint market. Consolidated net sales increasedég@nt in 2013 to $10.19
billion from $9.53 billion in 2012lue primarily to higher paint sales volum:
the Paint Stores Group and acquisitions. Acquisitincreased consolidated
net sales 1.8 percent in 2013 . Gross profit asregmt of consolidated net
sales increased to 45.3 percent in 2013 from 4drdept in 2012 due
primarily to increased paint sales volume, improepédrating efficiency and
selling price increases partially offset by dilutifsom acquisitions and
charges relating to the Brazil government tax asseats. Selling, general ¢
administrative expenses (SG&A) increased $208.0aniln 2013 compared
to 2012 due primarily to new stores, increasedisemxpenses to support
higher sales levels and maintain customer sergiog acquisitions partially
offset by the DOL Settlement and foreign currerreyslation rate
fluctuations. See "DOL leveraged ESOP settlememtjage 34

and Note 9 on page 66 . SG&A decreased as a pateansolidated net
sales to 34.0 percent in 2013 as compared to &cpt in 2012 due
primarily higher sales levels and the DOL Settlethpeanrtially offset by
acquisitions. There were no trademark impairmeatgés in 2013 .
Impairments of trademarks were $4.1 million in 20tgher debt levels
throughout 2013 and a one-time interest expensgeltd $3.2 million from
early retirement of debt during the fourth quartsulted in increased interest
expense of $19.9 million in 2013 . The effectivedme tax rate was 30.7
percent for 2013 and 30.4 percent for 2012 . Dilutet income per common
share increased 20.6 percent to $7.26 per shag91® , which included
charges relating to the Brazil government tax asseats ( $.21 per share),
from $6.02 per share a year ago, which includedgesarelating to the DOL
Settlement ( $.47 per share).

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation and fair presentation of the cadated financial
statements, accompanying notes and related filanfdamation included in
this report are the responsibility of managemehe @onsolidated financial
statements, accompanying notes and related fianfdamation included in
this report have been prepared in accordance wish generally accepted
accounting principles. The consolidated financiatesments contain certain
amounts that were based upon management’s besgésti, judgments and
assumptions. Management utilized certain outsid@@mic sources of
information when developing the bases for theiingstes and assumptions.
Management used assumptions based on historicdis;esonsidering the
current economic trends, and other assumptionario the basis for
determining appropriate carrying values of assedliabilities that were not
readily available from other sources. Actual resatiuld differ from those
estimates. Also, materially different amounts megult under materially
different conditions, materially different econontiends or from using
materially different assumptions. However, manag#rbelieves that any
materially different amounts resulting from mat#yiaifferent conditions or
material changes in facts or circumstances ard&elglto significantly impact
the current valuation of assets and liabilitieg thare not readily available
from other sources.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

All of the significant accounting policies that weefollowed in the
preparation of the consolidated financial statesant disclosed in Note 1 ,
on pages 48 through 51 , of this report. The foltmaprocedures and
assumptions utilized by management directly imphotany of the reported
amounts in the consolidated financial statements.

Non-Traded Investments

The Company has invested in the U. S. affordablesimg and historic
renovation real estate markets. These investments lheen identified as
variable interest entities. However, the Compampisthe primary beneficia
and did not consolidate the operations of the itneests. The carrying
amounts of these non-traded investments, whichoxppate market value,
were determined based on cost less related incaxrédits determined by
the effective yield method. The Company’s riskaxd from these non-traded
investments is limited to the amount of its conitdd capital. The Company
has no ongoing capital commitments, loan requirésenguarantees with tl
general partners that would require any future casttributions other than t
contractually committed capital contributions the¢ disclosed in the

market value was below cost or determined tharéudemand was lower th.
current inventory levels, based on historical eiqere, current and projected
market demand, current and projected volume trandsther relevant
current and projected factors associated with tineeat economic conditions,
a reduction in inventory cost to estimated netizable value was made. See
Note 3, on page 52 of this report, for more informatiegarding the impact
of the LIFO inventory valuation.

Purchase Accounting, Goodwill and Intangible Assets

In accordance with the Business Combinations Toptbe ASC, the
Company used the purchase method of accountinigptate costs of acquir
businesses to the assets acquired and liabils®snaed based on their
estimated fair values at the dates of acquisifidre excess costs of acquired
businesses over the fair values of the assetsrachaind liabilities assumed
were recognized as Goodwill. The valuations ofabguired assets and
liabilities will impact the determination of futumperating results. In addition
to using management estimates and negotiated amdhatCompany used a
variety of information sources to determine thénested fair values of

contractual obligations table on page 29 of thgore See Note 1, on page 48acquired assets and liabilities including: thirdtpappraisals for the

of this report, for more information on non-tradedestments.
Accounts Receivable

Accounts receivable were recorded at the time editsales net of
provisions for sales returns and allowances. Alvgions for allowances for
doubtful collection of accounts are included inli@gl general and
administrative expenses and were based on managsrest judgment and
assessment, including an analysis of historicaldedds, a review of the aging
of Accounts receivable and a review of the curoeatlitworthiness of
customers. Management recorded allowances foratmbunts which were
believed to be uncollectible, including amountstfa resolution of potential
credit and other collection issues such as disputazices, customer
satisfaction claims and pricing discrepancies. Hawedepending on how
such potential issues are resolved, or if the firrtondition of any of the
Company'’s customers were to deteriorate and tidityato make required
payments became impaired, increases in these altmsanay be required. At
December 31, 2013, no individual customer cortstitunore than 5 percent
of Accounts receivable.

Inventories

Inventories were stated at the lower of cost orketawith cost
determined principally on the last-in, first-outflO) method based on
inventory quantities and costs determined durimgftlurth quarter. Inventory
guantities were adjusted during the fourth quaatea result of annual physi
inventory counts taken at all locations. If invams accounted for on the
LIFO method are reduced on a year-over-year bligpisdation of certain
quantities carried at costs prevailing in priorngeaccurs. Management
recorded the best estimate of net realizable aluebsolete and discontinu
inventories based on historical experience anceatitrends through
reductions to inventory cost by recording a pransincluded in Cost of
goods sold. Where management estimated that teerreble
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estimated value and lives of identifiable intangibbsets and property, plant
and equipment; third-party actuaries for the egstth@bligations of defined
benefit pension plans and similar benefit obligadicand legal counsel or
other experts to assess the obligations associatiedegal, environmental al
other contingent liabilities. The business and méedl judgment of
management was used in determining which intangibsets have indefinite
lives and in determining the useful lives of firliged intangible assets in
accordance with the Goodwill and Other Intangifflepic of the ASC.

As required by the Goodwill and Other Intangiblegit of the ASC,
management performs impairment tests of goodwdliadefinite-lived
intangible assets on an annual basis, as well agevier an event occurs or
circumstances change that indicate impairment tas tikely than not
occurred. The optional qualitative assessment, lwallows companies to sk
the annual two-step quantitative test if it is nadre likely
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than not that impairment has occurred, is performkdn deemed appropris

In accordance with the Goodwill and Other Intanggbl opic of the
ASC, management tests goodwill for impairment atréporting unit level. A
reporting unit is an operating segment per the Segmeporting Topic of the
ASC or one level below the operating segment (carapblevel) as
determined by the availability of discrete finanh@mdormation that is regular
reviewed by operating segment management or aregaty of component
levels of an operating segment having similar eatin@haracteristics. At the

excess of its carrying value. Management also aedlynacroeconomic
conditions, industry and market considerationst faxgors, overall financial
performance of the Company, entity-specific evamis reporting unispecific
events. Based on the results of the qualitativessssent, management
determined that it was not more likely than not tiray of the reporting units
were impaired and did not need to perform a quethté test for any of the
reporting units.

In accordance with the Goodwill and Other IntanggbT opic of the

time of goodwill impairment testing (if performirggquantitative assessment), ASC, management tests indefiniteed intangible assets for impairment at

management determines fair value through the used@fcounted cash flow
valuation model incorporating discount rates comsneate with the risks
involved for each reporting unit. If the calculafed value is less than the
current carrying value, impairment of the reportingt may exist. The use of
a discounted cash flow valuation model to deterrestenated fair value is
common practice in impairment testing. The key agsions used in the
discounted cash flow valuation model for impairmimsting include discount
rates, growth rates, cash flow projections and iteahvalue rates. Discount
rates are set by using the Weighted Average CaSapital (“WACC”)
methodology. The WACC methodology considers maaket industry data as
well as Company-specific risk factors for each répg unit in determining
the appropriate discount rates to be used. Theudlaate utilized for each
reporting unit is indicative of the return an interswould expect to receive 1
investing in such a business. Operational managememsidering industry
and Company-specific historical and projected dd¢aelops growth rates,
sales projections and cash flow projections foheaporting unit. Terminal
value rate determination follows common methodolofjgapturing the
present value of perpetual cash flow estimatesrmytoe last projected peri
assuming a constant WACC and low long-term growths. As an indicator
that each reporting unit has been valued appratyittirough the use of the
discounted cash flow valuation model, the aggreghtgl reporting units fair
value is reconciled to the total market capital@aof the Company.

The Company performed the optional qualitative sssent for its 2013
and 2012 goodwill impairment test for each of @parting units. The 2011
goodwill impairment test, in which the fair valueseach of the reporting
units exceeded their respective carrying valuesibge than ten percent,
served as the starting point. Management identffieare projected net
income, return on average net assets employediacolat rate as the most
relevant drivers affecting the fair value calcudas. A budget-to-actual
analysis was performed in which each reportinguigy metrics were
compared against budgeted amounts in order tosadsesalidity of future
projected net income used in prior year analysemddement evaluated
whether there were any capital investment or warkiapital deviations from
budget that would significantly affect return oreeage net assets employed.
Management considered how the discount rates nsbe fair value
calculation would have changed since the 2011 gdbidwpairment test and
performed a sensitivity analysis, noting that itwdbrequire a discount rate
significantly higher than what would be expectedider for any reporting
unit to have a fair value not more than 10% in

asset level, as determined by appropriate asseati@hs at acquisition.
Management utilizes the royalty savings methodwatdation model to
determine the estimated fair value for each indtefilived intangible asset or
trademark. In this method, management estimatettadty savings arising
from the ownership of the intangible asset. The&sgumptions used in
estimating the royalty savings for impairment tegtinclude discount rates,
royalty rates, growth rates, sales projectionstandinal value rates. Discot
rates used are similar to the rates developedeoY\MACC methodology
considering any differences in Company-specifik fé&ctors between
reporting units and trademarks. Royalty rates atabdished by management
and valuation experts and periodically substarttibtevaluation experts.
Operational management, considering industry andgamy-specific
historical and projected data, develops growthsratel sales projections for
each significant trademark. Terminal value ratexeination follows
common methodology of capturing the present vafygegetual sales
estimates beyond the last projected period assuangomnstant WACC and
low long-term growth rates. The royalty savingsuation methodology and
calculations used in 2013 impairment testing aresistent with prior years.

The discounted cash flow and royalty savings vénanethodologies
require management to make certain assumptionsl logma information
available at the time the valuations are performdedual results could differ
from these assumptions. Management believes thengs®ns used are
reflective of what a market participant would hased in calculating fair
value considering the current economic conditi@ee Notes 2 and 4 , on
pages 51 through 53 of this report, for a discusefdbusinesses acquired, the
estimated fair
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values of goodwill and identifiable intangible assecorded at acquisition
date and reductions in carrying value of goodwilll andefinite-lived
intangible assets recorded as a result of impairtests in accordance with
the Goodwill and Other Intangibles Topic of the ASC

Property, Plant and Equipment and Impairment of Long-Lived Assets

Property, plant and equipment was stated on this basost and
depreciated principally on a straight-line basisgsndustry standards and
historical experience to estimate useful livesadnordance with the Property,
Plant and Equipment Topic of the ASC, if eventslmnges in circumstances
indicated that the carrying value of loliged assets may not be recoverabl
the useful life had changed, impairment tests weréormed or the useful life
was adjusted. Undiscounted future cash flows weeel to calculate the
recoverable value of long-lived assets to deterrfisach assets were
impaired. Where impairment was identified, managendetermined fair
values for assets using a discounted cash flowatialumodel, incorporating
discount rates commensurate with the risks invofeeegach group of assets.
Growth models were developed using both industdy@mpany historical
results and forecasts. If the usefulness of art assedetermined to be
impaired, management estimated a new useful Iéedan the period of time
for projected uses of the asset. Such models aambels in useful life require
management to make certain assumptions based nfoomation available at
the time the valuation or determination was perfmActual results could

impairment of property, plant and equipment andwaxt qualified exit costs.
Other Liabilities

The Company is self-insured for certain liabilitipsimarily worker's
compensation claims, employee medical benefits aamaimobile, property,
general and product liability claims. Estimated amts were accrued for
certain worker’s compensation, employee medicaldisability benefits,
automobile and property claims filed but unsetted estimated claims
incurred but not reported based upon managemesttimaed aggregate
liability for claims incurred using historical exjrence, actuarial assumptions
followed in the insurance industry and actuarialgreloped models for
estimating certain liabilities. Certain estimateshgral and product liability
claims filed but unsettled were accrued based amagement’s best estimate
of ultimate settlement or actuarial calculationgofential liability using
industry experience and actuarial assumptions dpeel for similar types of
claims.

Defined Benefit Pension and Other Postretirement Beefit Plans

To determine the Company’s ultimate obligation urittedefined
benefit pension plans and postretirement benefitgpbther than pensions,
management must estimate the future cost of bereefil attribute that cost to
the time period during which each covered emplayeks. To determine the
obligations of such benefit plans, management asemries to calculate such

differ from these assumptions. Management beliévesissumptions used are amounts using key assumptions such as discoust iafetion, long-term

reflective of what a market participant would hased in calculating fair
value or useful life considering the current ecoimoonditions. All tested
long-lived assets or groups of long-lived assetsuradiscounted cash flows
that were substantially in excess of their carryiafye, except as noted in
Note 4. See Notes 4 and 5, on pages 52 through 55%fehbrt, for a
discussion of the reductions in carrying value seful life of longtived asset
in accordance with the Property, Plant and Equigniepic of the ASC.

Exit or Disposal Activities

Management is continually re-evaluating the Comjsaperating
facilities against its long-term strategic goalHilities associated with exit
or disposal activities are recognized as incumeaicicordance with the Exit or
Disposal Cost Obligations Topic of the ASC and prbg plant and
equipment is tested for impairment in accordandh thie Property, Plant and
Equipment Topic of the ASC. Provisions for quatifiexit costs are made at
the time a facility is no longer operational, irsduamounts estimated by
management and primarily include post-closure egpenses or costs to
terminate the contract before the end of its temoh@sts of employee
terminations. Adjustments may be made to liabgitecrued for qualified ex
costs if information becomes available upon whidreraccurate amounts ¢
be reasonably estimated. If impairment of propestant and equipment
exists, the carrying value is reduced to fair vaggmated by management.
Additional impairment may be recorded for subseguevisions in estimated
fair value. See Note 5, on pages 53 through SBisfreport, for information
concerning
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investment returns, mortality, employee turnovete iof compensation
increases and medical and prescription drug chbteagement reviews all of
these assumptions on an ongoing basis to ensurthéhmost current
information available is being considered. An irasre or decrease in the
assumptions or economic events outside managengemifsol could have a
direct impact on the Company’s results of operationfinancial condition.

In accordance with the Retirement Benefits TopithefASC, the
Company recognizes each plan’s funded status assat for overfunded
plans and as a liability for unfunded or underfuhgéans. Actuarial gains and
losses and prior
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service costs are recognized and recorded in Cuiveilather comprehensive
loss, a component of Shareholders’ equity. The atsoecorded in
Cumulative other comprehensive loss will contirué¢ modified as actuarial
assumptions and service costs change, and allesaolints will be amortized
to expense over a period of years through the eraipn and net periodic
benefit costs.

Effective July 1, 2009, the domestic salaried delibenefit pension pl:
was revised. Prior to July 1, 2009, the contributias based on six percen
compensation for certain covered employees. Urderdvised plan, such
participants are credited with certain contributémadits that range from two
percent to seven percent of compensation based ageaand service formu

A reduction in the over-funded status of the Comyfmdefined benefit
pension plans at December 31, 2008 due to the algzia market value of
equity securities held by the plans increaseduhgd amortization of
actuarial losses recognized in Cumulative comprsierioss. This
amortization increased net pension costs in 2@D1L2 , and 2013 . An
increase in market value of equity securities lgldhe plans during 2011 ,
2012 and 2013 will decrease the future amortizaticexctuarial losses
recognized in Cumulative comprehensive loss. Tlesxin market value of
equity securities held by the plans versus the eeplereturns in 2013 will
decrease the future amortization of actuarial ks$ke amortization of
actuarial losses on plan assets and an increasgciount rates on projected
benefit obligations, will decrease net pension<os2014 . See Note 6 , on
pages 56 through 61 of this report, for informatemcerning the Company’s
defined benefit pension plans and postretirememefiteplans other than
pensions.

Debt

The fair values of the Company’s publicly tradeddeerm debt were
based on quoted market prices. The fair values@ompany’s non-traded
long-term debt were estimated using discounted flashanalyses, based on
the Company’s current incremental borrowing ratessfmilar types of
borrowing arrangements. See Note 1, on page #@wfeport, for the
carrying amounts and fair values of the Compargrgiterm debt, and Note
7 , on pages 61 and 62 of this report, for a degan of the Company’s long-
term debt arrangements.

Environmental Matters

The Company is involved with environmental inveatign and
remediation activities at some of its currently &mnerly owned sites and at
a number of third-party sites. The Company accfoesnvironmental-related
activities for which commitments or clean-up pléiase been developed and
for which costs can be reasonably estimated baséudastry standards and
professional judgment. All accrued amounts werenagd on an undiscount
basis. Environmental-related expenses includedtdo@sts of investigation
and remediation and indirect costs such as compiensand benefits for
employees directly involved in the investigatiord aemediation activities ar
fees paid to outside engineering, actuarial, cdimguénd law firms. Due to
uncertainties surrounding environmental invest@atiand remediation
activities, the

Company’s ultimate liability may result in costattare significantly higher
than currently accrued. See pages 27 through 2®latel8 , on pages 62 and
63 of this report, for information concerning trezaual for extended
environmental-related activities and a discussimmcerning unaccrued future
loss contingencies.

Litigation and Other Contingent Liabilities

In the course of its business, the Company is stibjea variety of
claims and lawsuits, including litigation relatitgproduct liability and
warranty, personal injury, environmental, intelledtproperty, commercial
and contractual claims. Management believes tea€Cttmpany has properly
accrued for all known liabilities that existed ahdse where a loss was
deemed probable for which a fair value was avadlaiolan amount could be
reasonably estimated in accordance with all prede®it generally accepted
accounting principles. However, because litigat®imherently subject to
many uncertainties and the ultimate result of amgent or future litigation is
unpredictable, the Company’s ultimate liability magult in costs that are
significantly higher than currently accrued. In thent that the Company’s
loss contingency is ultimately determined to beigantly higher than
currently accrued, the recording of the liabilitayrresult in a material impact
on net income for the annual or interim period dgrivhich such liability is
accrued. Additionally, due to the uncertaintiesoimed, any potential liability
determined to be attributable to the Company agisimt of such litigation me
have a material adverse effect on the Companytigtsesf operations,
liquidity or financial condition. See pages 31 tigb 34 of this report and
Note 9, on pages 63 through 66 of this report, for infation concerning
litigation.

In addition, the Company may be subject to poteligikilities for which
a loss was not deemed probable at this time arsiranunt could not be
reasonably estimated due to uncertainties invol8eg. page 31 of this report
for more information concerning contingent lialidg.

Income Taxes

The Company estimated income taxes in each jutiedithat it
operated. This involved estimating taxable earnispgscific taxable and
deductible items, the likelihood of generating migit future taxable income
to utilize deferred
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tax assets and possible exposures related to fiztwi@udits. To the extent
these estimates change, adjustments to deferredcanged income taxes will
be made in the period in which the changes occur.

In October 2011, the Company reached a settlenfehedRS’ audit of
the Company’s employee stock ownership plan (EST#).Company has
fully resolved all IRS issues for the 2003 thro2fl®9 tax years relating to t
matters challenging the ESOP related federal inciaxeéeductions claimed
by the Company and proposing substantial excisestard penalties. The If
Settlement (including interest), which resolvedelOP related tax issues,
resulted in an aftetax charge related to federal and state incomes titaling
approximately $75.0 million, or $.70 per dilutechomon share, and an
additional reduction in Shareholders’ equity of mpgmately $51.2 million in
the Companys fourth quarter of 2011. The Company paid $60l0aniof the
IRS Settlement to the IRS during 2011 and madea fiayment of
approximately $59.1 million in the first quarter2012. The Company has
fully resolved all IRS issues relating to the megttehallenging the ESOP
related federal income tax deductions claimed kyGbmpany.

See Note 14, on pages 70 through 71 of this refowrinformation
concerning the Company’s unrecognized tax bendfitsrest and penalties
and current and deferred tax expense.

Stock-Based Compensation

The cost of the Company’s stock-based compensiti@torded in
accordance with the Stock Compensation Topic oMBE. The Company
follows the “modified prospective” method as delsed in the Topic whereby
compensation cost is recognized for all share-bpagthents granted after
December 31, 2005.

The Company estimates the fair value of optiontsglsing a Black-
Scholes-Merton option pricing model which requingsnagement to make
estimates for certain assumptions. Management andsultant continuously
review the following significant assumptions: rike interest rate, expected
life of options, expected volatility of stock andpected dividend yield of
stock. An increase or decrease in the assumptioesamomic events outside
management’s control could have a direct impadherCompany’s results of
operations. See Note 12, on pages 68 and 69sfdahort, for more
information on stock-based compensation.

Revenue Recognition

The Company’s revenue was primarily generated fitoersale of
products. All sales of products were recognizedmdtapped and title had
passed to unaffiliated customers. Collectibilityanfiounts recorded as reve
is reasonably assured at time of sale. Discounts veeorded as a reductior
sales in the same period as the sale resulting appropriate net sales ama
for the period. Standard sales terms are finalrahns or exchanges are not
permitted unless expressly stated. Estimated pomsdor returns or
exchanges, recorded as a reduction resulting isales, were established in
cases where the right of return existed. The Compéfered a variety
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of programs, primarily to its retail customers,idasd to promote sales of its
products. Such programs required periodic paynmamsallowances based on
estimated results of specific programs and wererded as a reduction
resulting in net sales. The Company accrued thmatgd total payments and
allowances associated with each transaction atrtteeof sale. Additionally,
the Company offered programs directly to consurte@omote the sale of i
products. Promotions that reduced the ultimate wmes sale prices were
recorded as a reduction resulting in net saleseatitne the promotional offer
was made, generally using estimated redemptiorpartitipation levels. The
Company continually assesses the adequacy of d&edonaustomer and
consumer promotional program costs earned butetqbaid. To the extent
total program payments differ from estimates, adj@sts may be necessary.
Historically, these total program payments and stdjents have not been
material.

FINANCIAL CONDITION, LIQUIDITY AND CASH FLOW
Overview

The Company’s financial condition and liquidity raimed strong in
2013 and net operating cash improved primarily tduenproved operating
results in our Paint Stores, Consumer, and Gloimégtres Groups. Net
working capital decreased $642.6 million at Decen®ig 2013 compared to
2012 due primarily to a significant increase inreut liabilities while current
assets increased only slightly. Current portiofonf-term debt increased
$499.3 millionresulting from the 3.125% Senior Notes becomingid®&914.
Accounts payable increased $75.5 million , Accrizees increased $27.4
million , and Short-term borrowings increased $2WiBion while all other
current liabilities, excluding current portion @ing-term debt, increas&22.5
million . Accounts receivable were up $65.2 milliand Inventories were up
$50.5 million while Cash and cash equivalents desad $117.7 million .
Deferred tax net assets were down $22.2 milliorlenhie remaining current
assets increased $33.7 million . The Company’sscaimatio decreased 1025
at December 31, 2013 from 1.68 at December 31, 20dfal debt at
December 31, 2013 increased $17.0 million to $billdn from $1.70 billion
at December 31, 2012 . Total debt increased ascaqage of total
capitalization to 49.2 percent from 48.8 percerihatend of 2012 . At
December 31, 2013, the Company had remaining Wamgpability of $2.28
billion .
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Net operating casincreased $195.9 million to $1.08 billion in 2018rh
$887.9 million in 2012 due primarily to an increasaet income of $121.5
million and an overall net reduction in working capitalactds. Net operatir
cash increased as a percent to sales to 10.6 par@9i13 compared to 9.3
percent in 2012 . Strong Net operating cash pravtte funds necessary to
invest in new stores, manufacturing and distribufacilities, acquire
businesses, and return cash to shareholders thaiviglends and treasury
stock purchases. In 2013 , the Company used Neatpg cash to invest
$166.7 million in capital additions and improvensmurchas&769.3 millior
in treasury stock, pay $205.0 million in cash dérids to its shareholders of
common stock, and invest $79.9 million in acquisis.

Net Working Capital

Total current assets less Total current liabilifiest working capital)
decreased $642.6 million to a surplus of $630.&anilat December 31, 2013
from a surplus of $1.27 billion at December 31,20The net working capit
decrease is due primarily to a large increase fireatiliabilities while current
assets increased only slightly. Current portiofonf-term debt increased
$499.3 millionresulting from the 3.125% Senior Notes becomingid914.
Accounts payable increased $75.5 million , Accrizegts increased $27.4
million , and Short-term borrowings increased $2WiBion while all other
current liabilities, excluding current portion afg-term debt, increas&®2.5
million . Accounts receivable were up $65.2 milliand Inventories were up
$50.5 million while Cash and cash equivalents desad $117.7 million .
Deferred tax net assets were down $22.2 millioriediie remaining current
assets increased $33.7 million . The Company Héisisut total available
borrowing capacity to fund its current operatinga® The increase in Total
current liabilities caused the Company'’s curretibrép decrease to 1.25 at
December 31, 2013 from 1.68 at December 31, 2@&t2ounts receivable as
a percent of Net sales was flat at 10.8 perceR0iB8 and 2012 . Accounts
receivable days outstanding decreased to 54 d&3@lia from 55 days 2012 .
In 2013, provisions for allowance for doubtful legtion of accounts

Intangible assets decreased $34.3 million in 2@M&creases from
amortization of finite-lived intangible assets @90 million and adjustments
to acquired finite-lived and indefinite-lived intgible assets within the last
twelve months of $12.5 million were partially offdsy $10.2 million of
capitalized software costs. Acquired finite-livediangible assets included
assets such as covenants not to compete, custistsexrid product
formulations. Costs related to designing, develgpabtaining and
implementing internal use software are capitaliaed amortized in
accordance with the Goodwill and Other Intangifflepic of the ASC. See
Notes2 and 4 , on pages 51 through 53 of this reporta fdescription of
acquired goodwill, identifiable intangible assatsl asset impairments
recorded in accordance with the Goodwill and Oth&ngibles Topic of the
ASC and summaries of the remaining carrying vabfegpodwill and
intangible assets.

Deferred Pension and Other Assets

Deferred pension assets of $302.4 million at Deear3th, 2013
represent the excess of the fair value of assetstbe actuarially determined
projected benefit obligations, primarily of the destic salaried defined
benefit pension plan. The increase in Deferrediparessets during 2013 of
$52.5 million , from $249.9 million last year, wdse primarily to an increase
in the fair value of equity securities held by taaried defined benefit
pension plan and decreased projected benefit dioligaresulting from
changes in actuarial assumptions partially offgatdt pension liabilities
merged into the plan from acquisition of business®sother insignificant
items. In accordance with the accounting prescribethe Retirement
Benefits Topic of the ASC, the increase in the galfithe Deferred pension
assets is offset in Cumulative other compreheriss®and is amortized as a
component of Net pension costs over a defined garigension service. See
Note 6, on pages 56 through 61 of this report, for mafermation
concerning the excess fair value of assets ovéegrn benefit obligations of
the salaried defined benefit pension plan and therization of actuarial

increased $6.8 million , or 14.2 percent . Inveledecreased as a percent ofgains or losses relating to changes in the exasstsaand other actuarial

Net sales t9.5 percent in 2013 from 9.7 percent in 2012 diraamily to
tighter inventory management. Inventory days ountiiteg decreased to 86
days in 2013 from 90 days in 2012 . Accounts payaldreased in 2013 to
$998.5 million compared to $923.0 millidesst year due primarily to increas
purchases to service higher sales levels and tiofipgyments.

Goodwill and Intangible Assets

Goodwill, which represents the excess of cost thverfair value of net
assets acquired in purchase business combinaineansased $22.7 million in
2013 due primarily to $19.8 million additional gaat resulting from
acquisitions.

assumptions.

Other assets increased $41.8 million to $408.CGonikt December 31,
2013 due primarily to increases in other investsent

Property, Plant and Equipment

Net property, plant and equipment increased $5%l®mto $1.02
billion at December 31, 2013 due primarily to capéxpenditures of $166.7
million and acquired assets of $53.4 million pdiiaffset by depreciation
expense of $158.8 million ,
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sale or disposition of assets with remaining netkbealue of $4.5 million and
currency translation adjustments of $1.4 millidPapital expenditures during
2013 in the Paint Stores Group were primarily bitidble to the opening of
new paint stores and improvements in existing stdrethe Consumer Group,
capital expenditures during 2013 were primarilatedl to efficiency
improvements and maintenance items in existingymtioin and distribution
facilities. Capital expenditures in the Global Bimes Group were primarily
attributable to improvements in existing manufaciyiand distribution
facilities. Capital expenditures in the Latin AngeriCoatings Group were
primarily attributable to the opening of new spégiatores and improvemer
in existing manufacturing and distribution facési The Administrative
segment incurred capital expenditures primarilyHfeadquarters building and
information systems hardware. In 2014 , the Compmapects to spend more
than 2013 for capital expenditures. The predomishate of the capital
expenditures in 2014 is expected to be for varfosluctivity improvement
and maintenance projects at existing manufactuairdydistribution facilities,
new store openings and new or upgraded informatystems hardware. The
Company does not anticipate the need for any spdoifg-term external
financing to support these capital expenditures.

Debt

There were no borrowings outstanding under the dtémeommercial
paper program at December 31, 2013 and 2012. Borgsvwoutstanding und
this program at December 31, 2011 were $264.9amillvith a weighted-
average interest rate of 0.2 percent . Borrowingstanding under various
foreign programs at December 31, 2013 were $96l®mivith a weighted-
average interest rate of 7.8 percent . At DecerBbeP012 and December 31,
2011 , foreign borrowings were $69.0 million and $8million with
weighted-average interest rates of 2.8 percendehgercent , respectively.
Long-term debt, including the current portion, @ased $10.5 million during
2013 due primarily to the retirement of $9.7 mitliof the Company's 30-year
7.375% bonds due 2027. On December 4, 2012, SHotes were issued
totaling $1.00 billion . These Senior Notes areered under a shelf
registration filed with the Securities and Excha@gemmission (SEC) on
December 16, 2009. The proceeds from the issudrtbe &enior Notes were
used for general corporate purposes, includingyrepat of short-term
borrowings and financing acquisitions.

On September 19, 2012, Sherwin-Williams Luxembdaudgr.l., a
wholly-owned subsidiary of the Company, entered &€95.0 million (Euro)
five -year revolving credit facility. This facilityeplaced the existing €97.0
million (Euro) credit facility. On June 29, 201h&win-Williams Canada
Inc., a wholly-owned subsidiary of the Companyeead into a new CAD
75.0 million five -year credit facility which reptad the existing credit
facility. On March 18, 2013, the aggregate amodinhis credit facility was
increased to CAD 150.0 million . These credit féieis are being used for
general corporate purposes, including refinananagbtedness and for
acquisitions.

On January 30, 2012, the Company entered intoeayfdar credit
agreement, subsequently amended on multiple dakésh gives the
Company the right to borrow and to obtain the
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issuance, renewal, extension and increase ofex littredit of up to an
aggregate availability of $500.0 million . On Ap2B, 2012, the Company
entered into a five-year credit agreement, subsgtyuemended on multiple
dates, which gives the Company the right to boraow to obtain the issuan
renewal, extension and increase of a letter oficugdto an aggregate
availability of $250.0 million . On November 14,20 the Company entered
into a three-year credit agreement, subsequentineed on multiple dates,
which gives the Company the right to borrow andltain the issuance,
renewal, extension and increase of a letter ofictgdto an aggregate
availability of $250.0 million . The three credgr@aements entered into in
2012 replace prior credit facilities that mature®012 and 2011. At
December 31, 2013, 2012 and 2011 , there wer@mowings outstanding
under any of these credit agreements.

The Company uses a revolving credit agreement pilinta satisfy its
commercial paper prograstollar for dollar liquidity requirement. On Ju8y
2011, the Company entered into a new five-yearShillion revolving credit
agreement, which replaced the existing three-y8@0$ million credit
agreement. The new credit agreement allows the @oynip extend the
maturity of the facility with two ongear extension options and to increase
aggregate amount of the facility to $1.30 billidmoth of which are subject to
the discretion of each lender.

See Note 7, on pages 61 and 62 of this reporg fitailed description
of the Company’s debt outstanding and other avigilibancing programs.

Defined Benefit Pension and Other Postretirement Beefit Plans

In accordance with the accounting prescribed byRi&rement Benefits
Topic of the ASC, the Company’s total liability fonfunded or underfunded
defined benefit pension plans increased $12.1onilld $52.1 million
primarily due to the acquisition of three Canadiafined benefit pension
plans in connection with the 2013 acquisition & thS./Canada business of
Comex as well as changes in the actuarial assungptibthe Company's
foreign plans. Postretirement benefits other thamsjwns decreased $51.5
million to $286.7 million at December 31, 2013 guenarily to changes in
the actuarial assumptions.
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Effective July 1, 2009, the domestic salaried dafibenefit pension pl:
was revised. Prior to July 1, 2009, the contribhutias based on six percen
compensation for covered employees. Under theed\ptan, such
participants are credited with certain contributémadits that range from two
percent to seven percent of compensation based ageaand service formu
Amounts previously recorded in Cumulative other poshensive loss in
accordance with the provisions of the Retirementelies Topic of the ASC
were modified in 2009 resulting in a decrease impeehensive loss due
primarily to the change in the domestic salariefiheée benefit pension plan
and an increase in the excess plan assets ovactilarially calculated
projected benefit obligation in the domestic dedilenefit pension plans.
Partially offsetting this decreased loss were micalifons to actuarial
assumptions used to calculate projected benefiatimns.

Effective October 1, 2011, the domestic salariefthdd benefit pension
plan was frozen for new hires, and all newly hite8. non-collectively
bargained employees are eligible to participathénCompany’s domestic
defined contribution plan.

The assumed discount rate used to determine thar&dtpresent value
of projected defined benefit pension and otherrptistment benefit
obligations for domestic plans was increased fron3 percent t@d.65 percer
at December 31, 2013 due to increased rates ofduglity, long-term
investments and was slightly higher for foreigninked benefit pension plans.
The rate of compensation increases used to detertiménprojected benefit
obligations remained at 4.0 percent for domestitsimn plans and was
slightly higher on most foreign plans. In decidmythe rate of compensation
increases, management considered historical Compargases as well as
expectations for future increases. The expectegHerm rate of return on
assets was decreased to 6.0 percent for 2013 ffieesgta pension plans and
was slightly lower for most foreign plans. In edisting the expected long-
term rate of return on plan assets for 2013 , mamagt considered the
historical rates of return, the nature of investtaemd an expectation for
future investment strategies. The assumed healthooest trend rates used to
determine the net periodic benefit cost of poseatent benefits other than
pensions for 2013 were 8.0 percent for medicalpadcription drug cost
increases, both decreasing gradually to 5.0 peme@22 . The assumed
health care cost trend rates used to determinkeethefit obligation at
December 31, 2013 were between 6.5 percent angkrcgnt for medical and
prescription drug cost increases. In developinga§®imed health care cost
trend rates, management considered industry diataribal Company
experience and expectations for future health casés.

For 2014 Net pension cost and Net periodic beneft recognition for
domestic plans, the Company will use a discoumt 0d#4.65 percent , an
expected long-term rate of return on assets opérfent, a rate of
compensation increase of 4.0 percent and cost tetad between 6.5 percent
and 7.5 percent for health care and prescriptiog dost increases. Slightly
higher discount rates and rates of compensatiorases and lower expected
long-term rates of return on plan assets will kedufer most foreign plans.
Use of these assumptions and amortization of detugains will result in a
domestic Net

pension cost in 2014 that is expected to be apprately $13.8 million lower
than in 2013 and a Net periodic benefit cost fastpirement benefits other
than pensions that is expected to decrease $4lidmiih 2014 compared to
2013 . See Note 6, on pages 56 througbf@his report, for more informatic
on the Company'’s obligations and funded statussadéfined benefit pension
plans and postretirement benefits other than pessio

Other Long-Term Liabilities

Other long-term liabilities increased $74.1 millidaring 2013 due
primarily to an increase in non-current deferredli@bilities of $73.5 million,
an increase in long-term pension liabilities of@&illion and an increase in
deferred compensation liabilities of $1.7 milliopartially offset bya decreas
in accruals for extended environmental-relatedlliggs of $10.6 million and
a decrease in long-term commitments related taffoedable housing and
historic renovation real estate properties of $bilion . See below and Note
8, on pages 62 and 63 of this report, for furtharmation on environmental-
related long-term liabilities.

Environmental-Related Liabilities

The operations of the Company, like those of otleenpanies in the
same industry, are subject to various federale statl local environmental
laws and regulations. These laws and regulatiohsmy govern current
operations and products, but also impose potdiglzlity on the Company
for past operations. Management expects envirorahkws and regulations
to impose increasingly stringent requirements upenCompany and the
industry in the future. Management believes thatGompany conducts its
operations in compliance with applicable environtaklaws and regulations
and has implemented various programs designedteqirthe environment
and promote continued compliance.

Depreciation of capital expenditures and other egps related to
ongoing environmental compliance measures werediec in the normal
operating expenses of conducting business. The @oy'pcapital
expenditures, depreciation and other expense®daiatongoing
environmental compliance measures were not matertale Company’s
financial
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condition, liquidity, cash flow or results of op&oms during 2013 .
Management does not expect that such capital expessi depreciation and
other expenses will be material to the Companyiarftial condition,
liquidity, cash flow or results of operations in120.

The Company is involved with environmental inveatign and
remediation activities at some of its currently &manerly owned sites
(including sites which were previously owned and/perated by businesses
acquired by the Company). In addition, the Compamyether with other
parties, has been designated a potentially redplensarty under federal and
state environmental protection laws for the imygggton and remediation of
environmental contamination and hazardous wasienamber of third-party
sites, primarily Superfund sites. In general, tHases provide that potentially
responsible parties may be held jointly and selyeliable for investigation
and remediation costs regardless of fault. The Gmypmay be similarly
designated with respect to additional third-paityssin the future.

The Company accrues for estimated costs of invetitig and
remediation activities at its currently or formedwned sites and third-party
sites for which commitments or cleap-plans have been developed and w
such costs can be reasonably estimated based ustripdtandards and
professional judgment. These estimated costs deendi@ed based on
currently available facts regarding each site. Thenpany accrues a specific
estimated amount when such an amount and a timeefrawhich the costs
will be incurred can be reasonably determinechéfliest estimate of costs «
only be identified as a range and no specific arhauthin that range can be
determined more likely than any other amount withi& range, the minimum
of the range is accrued by the Company in accosdaiith applicable
accounting rules and interpretations. The Compamgituously assesses its
potential liability for investigation and remediati activities and adjusts its
environmental-related accruals as information bexoavailable upon which
more accurate costs can be reasonably estimatéaedember 31, 2013,
2012 and 2011 , the Company had total current amg-Hferm accruals for
environmental-related activities of $102.0 millipfi114.3 million and $132.1
million , respectively.

Due to the uncertainties of the scope and magnivfidentamination
and the degree of investigation and remediatioivities that may be
necessary at certain currently or formerly ownéelssand third-party sites, it
is reasonably likely that further extensive invgations may be required and
that extensive remedial actions may be necessamyniypon such sites, but
adjacent properties. Depending on the extent ohtitiitional investigations
and remedial actions necessary, the Company’s atiiiability may result in
costs that are significantly higher than curreattgrued. If the Company’s
future loss contingency is ultimately determinedéoat the maximum of the
range of possible outcomes for every site for witigbts can be reasonably
estimated, the Company’s aggregate accruals fara@maental-related
activities would be $87.1 million higher than thezauals at December 31,
2013.
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Two of the Company’s formerly owned sites, desatibelow, account
for the majority of the accruals for environmentalated activities and the
unaccrued maximum of the estimated range of pa@ssillicomes at
December 31, 2013, 2012 and 2011 . At Decembe2@3 , $56.9 million ,
or 55.9 percent , of the total accrual for enviremtalrelated activities relate
directly to these two sites. Of the aggregate unectexposure at
December 31, 2013, $59.2 million , or 68.0 perceatated to the two
manufacturing sites. While environmental invesimat and remedial actions
are in different stages at these sites, additimvalstigations, remedial actions
and/or monitoring will likely be required at eadtes

Both of the sites are formerly owned manufactufauilities in New
Jersey that are in various stages of the envirotaheglated process. At the
first site, extensive soil remediation was conddan-site and completed in
2010 under an agency approved work plan. A smatigoof soil remediatio
remains to be conducted on-site as well as somiéauhd determination of
possible off-site soil impacts. Investigation of trea groundwater continues
to determine the degree and extent of contamingiotih on-site and off-site.
Although contamination determined to be associafigtd historical operation
of the Company exists at the second site and auljaceas, the extent and
magnitude of the contamination has not yet bedn filantified. A final
remedial action plan has not yet been formulateticd@an up goals have not
been approved by the lead governmental agencyréisonably likely that
further extensive investigations may be requirethat extensive remedial
actions may be necessary at this formerly ownex isitadjacent areas or
along adjacent waterways. At both sites, dependinthe extent of the
additional remedial actions necessary, the ultimiabdlity for these sites may
exceed the amounts currently accrued and the maxiafuhe ranges of
reasonably possible outcomes currently estimateddiyagement.

Management cannot presently estimate the ultimatiengial loss
contingencies related to these two sites or otfws $ignificant sites until such
time as a substantial portion of the investigatigtvities at each site is
completed and remedial action plans are developed.

In accordance with the Asset Retirement and Enwemital Obligations
Topic of the ASC, the Company has identified caertainditional asset
retirement obligations at various current manufacty distribution and store
facilities. These obligations relate primarily &bastos abatement and
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closures of hazardous waste containment devicesglils/estigative,
remediation and disposal methods that are currentylable to the Compan
the estimated cost of these obligations is notifsogmt.

Management expects these contingent environmegitetked liabilities
and conditional asset retirement obligations todselved over an extended
period of time. Management is unable to provideoaenspecific time frame
due to the indefinite amount of time to conductstigation activities at any

In the event any future loss contingency signiftyaexceeds the current site, the indefinite amount of time to obtain gmreental agency approval, as

amount accrued, the recording of the ultimate liighinay result in a material
impact on net income for the annual or interim @eduring which the
additional costs are accrued. Management doesetfievb that any potential
liability ultimately attributed to the Company fibs environmental-related
matters or conditional asset retirement obligatiwitshave a material adver:
effect on the Company’s financial condition, ligiyd or cash flow due to the
extended period of time during which environmeisaéstigation and
remediation takes place. An estimate of the paiémtipact on the Comparg/’
operations cannot be made due to the aforementiomegttainties.

(thousands of dollars)

necessary, with respect to investigation and reatiedi activities, and the
indefinite amount of time necessary to conduct iat®n activities.

Contractual Obligations and Commercial Commitments

The Company has certain obligations and commitmientsake future
payments under contractual obligations and commlecommitments. The

following table summarizes such obligations and wotments as of

December 31, 2013 :

Payments Due by Period

Less than More than

Contractual Obligations Total 1 Year 1-3 Years 3-5 Years 5 Years
Long-term debt $ 1,627,58 $ 502,99: $ 572 % 700,30 $ 423,71!
Operating leases 1,220,13: 277,59¢ 441,82! 256,63: 244,07
Short-term borrowings 96,55 96,55
Interest on Long-term debt 543,62: 46,40¢ 62,51¢ 53,05 381,64(
Purchase obligatiori8 129,74t 129,74¢
Other contractual obligatiorfd 344,80( 137,08( 94,47 45,82t 67,42:

$ 3,962,43 $ 1,190,371  $ 599,39 § 1,055,81: $ 1,116,84

Total contractual cash obligations

(@)
(b)

Relate to open purchase orders for raw materidleaember 31, 2013

various other contractual obligations.

Relate primarily to estimated future capital cdmitions to investments in the U.S. affordable hogisind historic renovation real estate partnersiniypls

Amount of Commitment Expiration Per Period

Less than More than

Commercial Commitments Total 1 Year 1-3 Years 3-5 Years 5 Years
Standby letters of credit $ 25,89¢ $ 25,89¢
Surety bonds 36,81¢ 36,81¢
Other commercial commitments 42,25¢ 42,25¢
Total commercial commitments $ 104,970 $ 104,970 $ — — 3 —
Warranties

The Company offers product warranties for certaodpcts. The specit  (thousands of dollars) 2013 2012 2011
terms and conditions of such warranties vary dejpgnoh the product or Balance at January 1 $ 2271C $ 2207. $ 23.10:
customer contract requirements. Management estihtlagecosts of unsettled . .
product warranty claims based on historical resats$ experience. Charges to expense 33,26¢ 28,59( 29,95
Management periodically assesses the adequacy attitual for product Settlements (29,22() (27,95) (30,989
warranty claims and adjusts the accrual as negesshanges in the Balance at December 31 $ 26,758 $ 22,71 $ 22,07

Company'’s accrual for product warranty claims dy2013 , 2012 and 2011,
including customer satisfaction settlements dutirgyear, were as follows:

Shareholders’ Equity

Shareholders’ equity decreased $17.3 million t@%billion at
December 31, 2013 from $1.79 billion last year. @herease in Shareholders’
equity resulted primarily from the purchase of stgg stock for $769.3
million partially offset by an increase in retaineanings of $547.6 million ,
an increase in
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Other capital of $174.0 million , due primarilystock options exercised, and
a decrease in Cumulative other comprehensive 8493 million . The
Company purchased 4.30 million shares of its comstook during 2013 for
treasury. The Company acquires its common stocigdaeral corporate
purposes and, depending on its cash position amketneonditions, it may
acquire additional shares in the future. The Comteadl remaining
authorization from its Board of Directors at DecemB1, 2013 to purchase
12.15 million shares of its common stock. The daseeof $49.3 million in
Cumulative other comprehensive loss was due priynari$96.0 million in

net actuarial gains and prior service costs ofraefibenefit pension and other
postretirement benefit plans partially offset byaworable foreign currency
translation effects of $46.7 million attributabtethe weakening of most
foreign operations’ functional currencies agaihstit).S. dollar.

The increase in Other capital of $174.0 million wag primarily to the
recognition of stock-based compensation expengek siption exercises and
related income tax effect. In 2013 , redemptionBrefferred stock and
Unearned ESOP compensation of $60.7 million occufRetained earnings
increased $547.6 million during 2013 due to nevime of $752.6 million
partially offset by $205.0 million in cash dividengaid. The Company’s cash
dividend per common share payout target is 30.6gpetiof the prior year's
diluted net income per common share. The 2013 dmwagh dividend 0$2.0(
per common share represented 33.2 percent of 2lt@dinet income per
common share. The 2013 annual dividend represémeetthirty-fifth
consecutive year of dividend payments since theleind was suspended in
1978. At a meeting held on February 19, 2014 Biard of Directors
increased the quarterly cash dividend to $.55 pemgon share. This
quarterly dividend, if approved in each of the remimgy quarters of 2014 ,
would result in an annual dividend for 2014 of &2p&r common share or a
30.3 percent payout of 2013 diluted net incomecpenmon share. See the
Statements of Consolidated Shareholders’ Equitypame 47 of this report,
and Notes 10, 11 and 12, on pages 66 througlfi 8@saeport, for more
information concerning Shareholders’ equity.

Cash Flow

Net operating cash increased $195.9 million to &bilion in 2013
from $887.9 million in 2012 due primarily to an iease in net income of
$121.5 million , a reduction in working capital$44.3 million , year over
year changes in deferred income taxes of $38.2omi)land decreased costs
incurred for environmental-related matters of $1@ilkion . Additionally, a
payment to the ESOP for the DOL Settlement of $&@illon in the first
quarter of 2013 and a payment to the IRS for tHELZBSOP settlement of
$59.1 million in the first quarter of 2012 reduc=sh flow from operations
for each respective year. Net operating cash peavitle funds necessary to
support the Company’s acquisitions, sustain itsaismg manufacturing and
distribution capabilities, maintain its financiahbility and return a portion of
the cash generated to its shareholders througHedids and treasury stock
purchases. Net investing cash improved $4.1 milicoa usage of $338.3
million in 2013 from a usage of $342.5 million iB12 due primarily to
decreased cash usage to acquire businesses. alatifig cash decreased
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$1.14 billion to a usage of $853.3 million in 20t@m a source of $286.6
million in 2012 due primarily to decreased proceteds total net debt
activity of $679.7 million , increased treasuryckt@urchases of $211.5
million , decreased proceeds from stock option exercigbghanome tax effec
of stock-based compensation exercises and vestialing $208.7 million ,
and increased payments of cash dividends of $4#liom In 2013 , the
Company used Net operating cash to invest $79l8omih acquisitions,
spend $166.7 million in capital additions and imments, purchase $769.3
million in treasury stock, and pay $205.0 milliondash dividends to its
shareholders of common stock.

Management considers a measurement of cash flavisthat in
accordance with U.S. generally accepted accoumptiimgiples to be a useful
tool in its determination of appropriate uses & @ompany’s Net operating
cash. Management reduces Net operating cash, as shohe Statements of
Consolidated Cash Flows, by the amount reinvestéidel business for Capit
expenditures and the return of investment to itsedtolders by the payments
of cash dividends. The resulting value is refetcely management as “Free
Cash Flow” which may not be comparable to valuesicered by other
entities using the same terminology. The readeaigioned that the Free C
Flow measure should not be compared to other entithknowingly, and it
does not consider certain non-discretionary cashs] such as mandatory
debt and interest payments. The amount shown b&thowld not be
considered an alternative to Net operating casiitar cash flow amounts
provided in accordance with U.S. generally acceptambunting principles
disclosed in the Statements of Consolidated Caslvs;lon page 46 of this
report. Free Cash Flow as defined and used by neamagf is determined as
follows:

Year Ended December 31,

(thousands of dollars) 2013 2012 2011

Net operating cash $ 1,083,761 $ 887,88t $ 735,81.
Capital expenditures (166,68() (157,117 (153,80)
Cash dividends (204,979 (160,939 (153,517
Free cash flow $ 712,106 $ 569,83" $ 428,49
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Contingent Liabilities

Life Shield Engineered Systems, LLC (Life Shielsipiwholly owned
subsidiary of the Company, which ceased operatio2612. Life Shield
developed and manufactured blast and fragmentatiitig systems. The blast
and fragment mitigating systems create a potewntiadjher level of product
liability for the Company (as an owner of and sigapio Life Shield) than is
normally associated with coatings and related petsdourrently
manufactured, distributed and sold by the Company.

Certain of Life Shield’'s technology has been deaigd as Qualified
Anti-Terrorism Technology and granted a Designatioder the Support Anti-
terrorism by Fostering Effective Technologies AE2602 (SAFETY Act) an
the regulations adopted pursuant to the SAFETY WBotder the SAFETY
Act, the potentially higher level of possible pratliability for Life Shield
relating to the technology granted the Designasdimited to $6.0 million
per occurrence in the event any such liabilityesiom an Act of Terrorism
(as defined in the SAFETY Act). The limitation @ibility provided for under
the SAFETY Act does not apply to any technologygmainted a designation
or certification as a Qualified Anfierrorism Technology, nor in the event 1
any such liability arises from an act or event othan an Act of Terrorism.
Life Shield maintains insurance for liabilities tgpthe $6.0 million per
occurrence limitation caused by failure of its prot in the event of an Act
Terrorism.

Management of the Company has reviewed the potémtizased
liabilities associated with Life Shield’s systenmlaletermined that potential
liabilities arising from an Act of Terrorism thadwald ultimately affect the
Company will be appropriately insured or limited dayrrent regulations.
However, due to the uncertainties involved in thieife development, usage
and application of Life Shield’s systems, the nuntrenature of possible
future claims and legal proceedings, or the effeat any change in legislati
and/or administrative regulations may have onith@ations of potential
liabilities, management cannot reasonably deterttiaescope or amount of
any potential costs and liabilities for the Compagigted to Life Shield or to
Life Shield’s systems. Any potential liability fthe Company that may result
from Life Shield or Life Shield’s systems cannaasenably be estimated.
However, based upon, among other things, the limitaf liability under the
SAFETY Act in the event of an Act of Terrorism, nagiement does not
currently believe that the costs or potential igbultimately determined to
be attributable to the Company through its ownersiiiLife Shield or as a
supplier to Life Shield arising from the use ofd.Bhield’s systems will have
a material adverse effect on the Company’s resiilgperations, liquidity or
financial conditions.

Litigation

In the course of its business, the Company is stibjea variety of
claims and lawsuits, including, but not limited liigation relating to product
liability and warranty, personal injury, environntah intellectual property,
commercial, contractual and antitrust claims thmatiaherently subject to
many uncertainties regarding the possibility odsslto the

Company. These uncertainties will ultimately beohesd when one or more
future events occur or fail to occur confirming theurrence of a liability or
the reduction of a liability. In accordance witle tBontingencies Topic of the
ASC, the Company accrues for these contingenciesdharge to income
when it is both probable that one or more futurengs will occur confirming
the fact of a loss and the amount of the loss eareasonably estimated. In
event that the Company’s loss contingency is uliyadetermined to be
significantly higher than currently accrued, theareling of the additional
liability may result in a material impact on ther@pany’s results of
operations, liquidity or financial condition foralannual or interim period
during which such additional liability is accruéd.those cases where no
accrual is recorded because it is not probableathiability has been incurred
and the amount of any such loss cannot be reasoestiinated, any potential
liability ultimately determined to be attributatitethe Company may result in
a material impact on the Compasyesults of operations, liquidity or financ
condition for the annual or interim period duringieh such liability is
accrued. In those cases where no accrual is rest@rdexposure to loss exists
in excess of the amount accrued, the Contingefl@pg of the ASC requires
disclosure of the contingency when there is a megsle possibility that a loss
or additional loss may have been incurred.

Lead pigment and lead-based paint litigationThe Company’s past
operations included the manufacture and sale dfpggments and lead-based
paints. The Company, along with other companieanéhas been a defenc
in a number of legal proceedings, including indixatipersonal injury actions,
purported class actions, and actions brought bipwaicounties, cities, school
districts and other government-related entitieisjrag from the manufacture
and sale of lead pigments and lead-based paingsplBimtiffs’ claims have
been based upon various legal theories, includaggigence, strict liability,
breach of warranty, negligent misrepresentatiomsamissions, fraudulent
misrepresentations and omissions, concert of gatigih conspiracy,
violations of unfair trade practice and consumetextion laws, enterprise
liability, market share liability, public nuisanagnjust enrichment and other
theories. The plaintiffs seek various damages alefrincluding personal
injury and property damage, costs relating to ttection and abatement of
lead-based paint from buildings, costs associatddaypublic education
campaign, medical monitoring costs and others.dmpany is also a
defendant in legal proceedings arising from the ufecture and sale of non-
lead-based paints that seek recovery based upmusdegal theories,
including the failure to adequately warn of potehéixposure to lead during
surface preparation when using non-lead-based paistirfaces previously
painted with lead-based paint. The Company beliéhvaisthe litigation
brought to date is without merit or subject to nweious defenses and is
vigorously defending such litigation. The Compaiag Imot settled any lead
pigment or lead-based paint litigation. The Compexgects that additional
lead pigment and leddlased paint litigation may be filed against the @any
in the future asserting similar or different legfaories and seeking similar or
different types of damages and relief.
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Notwithstanding the Company’s views on the melitigation is
inherently subject to many uncertainties, and thm@any ultimately may not
prevail. Adverse court rulings or determinationdiaility, among other
factors, could affect the lead pigment and leadedamint litigation against
the Company and encourage an increase in the nuandarature of future
claims and proceedings. In addition, from timeittoet various legislation and
administrative regulations have been enacted, pigated or proposed to
impose obligations on present and former manufactwf lead pigments and
lead-based paints respecting asserted health econassociated with such
products or to overturn the effect of court degisiin which the Company a
other manufacturers have been successful.

Due to the uncertainties involved, management &lato predict the
outcome of the lead pigment and lead-based péiggtion, the number or
nature of possible future claims and proceedingtheeffect that any
legislation and/or administrative regulations mayéion the litigation or
against the Company. In addition, management careasbnably determine
the scope or amount of the potential costs anditiab related to such
litigation, or resulting from any such legislatiand regulations. The Compe
has not accrued any amounts for such litigatiorth\Wéspect to such
litigation, including the public nuisance litigatipthe Company does not
believe that it is probable that a loss has ocayaad it is not possible to
estimate the range of potential losses as there wior history of a loss of
this nature and there is no substantive informatipon which an estimate
could be based. In addition, any potential liapititat may result from any
changes to legislation and regulations cannot redsy be estimated. In the
event any significant liability is determined to &ttributable to the Company
relating to such litigation, the recording of thability may result in a material
impact on net income for the annual or interim @eduring which such
liability is accrued. Additionally, due to the umtzénties associated with the
amount of any such liability and/or the nature § ather remedy which may
be imposed in such litigation, any potential ligpitetermined to be
attributable to the Company arising out of sudbdiion may have a material
adverse effect on the Company’s results of operstiliquidity or financial
condition. An estimate of the potential impact ba Company’s results of
operations, liquidity or financial condition canriz# made due to the
aforementioned uncertainties.

Public nuisance claim litigation . The Company and other companies
are or were defendants in legal proceedings seekayery based on public
nuisance liability theories, among other theorieught by the State of
Rhode Island, the City of St. Louis, Missouri, was cities and counties in t
State of New Jersey, various cities in the Stat®hib and the State of Ohio,
the City of Chicago, lllinois, the City of Milwauke Wisconsin and the
County of Santa Clara, California and other puélitities in the State of
California. Except for the Santa Clara County, foatiia proceeding, all of
these legal proceedings have been concluded im &\tbe Company and
other defendants at various stages in the procgedin

The proceedings initiated by the State of Rhodmbsincluded two jury
trials. At the conclusion of the second trial, the
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jury returned a verdict finding that (i) the cumide presence of lead pigme
in paints and coatings on buildings in the StatRlubde Island constitutes a
public nuisance, (ii) the Company, along with tvthey defendants, caused or
substantially contributed to the creation of thélgunuisance, and (iii) the
Company and two other defendants should be orderadate the public
nuisance. The Company and two other defendantsafgzpand, on July 1,
2008, the Rhode Island Supreme Court, among otiterminations, reversed
the judgment of abatement with respect to the Cayppad two other
defendants. The Rhode Island Supreme Court’s decisiversed the public
nuisance liability judgment against the Companytenbasis that the
complaint failed to state a public nuisance clagraanatter of law.

The Santa Clara County, California proceeding wagated in March
2000 in the Superior Court of the State of CalifarCounty of Santa Clara.
the original complaint, the plaintiffs assertedigas claims including fraud
and concealment, strict product liability/failucewarn, strict product
liability/design defect, negligence, negligent mteaf a special duty, public
nuisance, private nuisance, and violations of Galif’s Business and
Professions Code. A number of the asserted claiens resolved in favor of
the defendants through pre-trial proceedings. Hmad plaintiffs in the
Fourth Amended Complaint, filed on March 16, 20drE, the Counties of
Santa Clara, Alameda, Los Angeles, Monterey, Saredj&olano and
Ventura, and the Cities of Oakland and San Diegbthe City and County of
San Francisco. The Fourth Amended Complaint agsarsele claim for
public nuisance, alleging that the presence of feguhents for use in paint
and coatings in, on and around residences in #igtjffs’ jurisdictions
constitutes a public nuisance. The plaintiffs saubgh abatement of the
alleged public nuisance that exists within themilés’ jurisdictions. A trial
commenced on July 15, 2013 and ended on Augu&®A. The court
entered final judgment on January 27, 2014, findmfavor of the plaintiffs
and against the Company and two other defendatsA@ra Grocery
Products Company and NL Industries, Inc.). Thelfimdgment held the
Company jointly and severally liable with the othep defendants to pay
$1.15 billion into a fund to abate the public nmisa. The Company strongly
disagrees with the judgment. The Company has &letbtion for new trial
and a motion to vacate the judgment, and willdileotice of appeal at the
appropriate time. The Company believes that thgrjueht conflicts with
established principles of law and is unsupportetheyevidence. The
Company has had a favorable history with respeletad pigment and lead-
based paint litigation, particularly other publgisance litigation, and
accordingly, the Company believes that it is nataible that a loss has
occurred and it is not possible to estimate thgeaf potential loss with
respect to the case.
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Litigation seeking damages from alleged personal injury . The
Company and other companies are defendants in hetuohlegal
proceedings seeking monetary damages and othef frelin alleged personal
injuries. These proceedings include claims by chiicallegedly injured from
ingestion of lead pigment or lead-containing paifgims for damages
allegedly incurred by the children’s parents orrgiems, and claims for
damages allegedly incurred by professional pairtomgractors. These
proceedings generally seek compensatory and pardéwmages, and seek
other relief including medical monitoring costs.€Ble proceedings include
purported claims by individuals, groups of indivédisiand class actions.

The plaintiff in Thomas v. Lead Industries Assoiciat et al., initiated a
action in state court against the Company, otHeget! former lead pigment
manufacturers and the Lead Industries Associatideiptember 1999. The
claims against the Company and the other defendaaitaled strict liability,
negligence, negligent misrepresentation and onmissivaudulent
misrepresentation and omissions, concert of actieil,conspiracy and
enterprise liability. Implicit within these clainis the theory of “risk
contribution” liability (Wisconsin’s theory whiclsisimilar to market share
liability) due to the plaintiff's inability to idetify the manufacturer of any
product that allegedly injured the plaintiff. Thase ultimately proceeded to
trial and, on November 5, 2007, the jury returnetbBense verdict, finding
that the plaintiff had ingested white lead carbenbtit was not brain damag
or injured as a result. The plaintiff appealed ardDPecember 16, 2010, the
Wisconsin Court of Appeals affirmed the final judgm in favor of the
Company and other defendants.

Wisconsin is the only jurisdiction to date to applyheory of liability
with respect to alleged personal injury (i.e., risktribution/market share
liability) that does not require the plaintiff tddntify the manufacturer of the
product that allegedly injured the plaintiff in tlead pigment and lead-based
paint litigation. Although the risk contributiorability theory was applied
during the Thomas trial, the constitutionality bisttheory as applied to the
lead pigment cases has not been judicially detexdhby the Wisconsin state
courts. However, in an unrelated action filed ia United States District
Court for the Eastern District of Wisconsin, GibsorAmerican Cyanamid, et
al., on November 15, 2010, the District Court hélat Wisconsin’s risk
contribution theory as applied in that case vialatee defendants’ right to
substantive due process and is unconstitutionattpactive. The District
Court's decision in Gibson v. American Cyanamidilethas been appealed
the plaintiff.

Insurance coverage litigation . The Company and its liability insurers,
including certain underwriters at Lloyd’s of Londanitiated legal
proceedings against each other to primarily deteenmamong other things,
whether the costs and liabilities associated withabatement of lead pigment
are covered under certain insurance policies issuéte Company. The
Company’s action, filed on March 3, 2006 in the @oom Pleas Court,
Cuyahoga County, Ohio, is currently stayed andtimacThe liability
insurers’ action, which was filed on February 230@ in the Supreme Court
of the State of New York, County of New York, haeh dismissed. An
ultimate loss

in the insurance coverage litigation would mean itgurance proceeds could
be unavailable under the policies at issue to mi¢éiginy ultimate abatement
related costs and liabilities. The Company hageatrded any assets related
to these insurance policies or otherwise assunsdtbceeds from these
insurance policies would be received in estimasing contingent liability
accrual. Therefore, an ultimate loss in the insceatoverage litigation
without a determination of liability against ther@pany in the lead pigment
or lead-based paint litigation will have no impaaotthe Company’s results of
operation, liquidity or financial condition. As ptieusly stated, however, the
Company has not accrued any amounts for the |lepdgpit or lead-based
paint litigation and any significant liability uftiately determined to be
attributable to the Company relating to such liiigga may result in a material
impact on the Company’s results of operations,idiiy or financial condition
for the annual or interim period during which suielbility is accrued.
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DOL leveraged ESOP settlementAs previously disclosed in the
Company's Annual Report on Form 10-K for the figedr ended December
31, 2012, on February 20, 2013, the Company reaalsettlement with the
DOL of the DOL's investigation of transactions tethto the Company's
ESOP that were implemented on August 1, 2006 argligt27, 2003. The
DOL had notified the Company, among others, of i enforcement
claims asserting breaches of fiduciary obligatiand sought compensatory
and equitable remedies. The Company resolved &FE®Iated claims with
the DOL by agreeing, in part, to make a one-timgmpent of $80.0 million to
the ESOP, resulting in a $49.2 milliafter tax charge to earnings in the fol
quarter of 2012. The Company made this requiredd8illion payment to
the ESOP during the first quarter of 2013.

Government tax assessment settlements related todilian
operations (the "Brazil government tax assessment$.'Charges of $28.7
million and $2.9 million were recorded to Cost obgls sold and SG&A,
respectively, during 2013. The charges were primegiated to import duty
taxes paid to the Brazilian government relatedhéohtandling of import duties
on products brought into the country for the ye&4186 through 2012. The
Company elected to pay the taxes through an egistituntary amnesty
program offered by the government to resolve tliesges rather than contest
them in court. The after-tax charges were $21.8anifor the year. The
Company's import duty process in Brazil was chanigeéach a final
resolution of this matter with the Brazilian goverant.

Market Risk

The Company is exposed to market risk associatédimterest rate,
foreign currency and commodity fluctuations. Ther@any occasionally
utilizes derivative instruments as part of its @lfinancial risk management
policy, but does not use derivative instrumentssfmrculative or trading
purposes. The Company entered into foreign curreptipn and forward
currency exchange contracts with maturity datdess than twelve months in
2013, 2012 and 2011, primarily to hedge agaiakterchanges in foreign
currency. There were no derivative contracts ontitay at December 31,
2013, 2012 and 2011. The Company believes it maxpesed to continuing
market risk from foreign currency exchange rate emdmodity price
fluctuations. However, the Company does not exfiexdtforeign currency
exchange rate and commodity price fluctuationsealging contract losses
will have a material adverse effect on the Compafipancial condition,
results of operations or cash flows. See Notesd118mon pages 48 and 70 of
this report.

Financial Covenant

Certain borrowings contain a consolidated leve@menant. The
covenant states the Company’s leverage ratio isonexceed 3.00 to 1.00. In
connection with the new credit facility enterecbinin July 8, 2011, the
leverage ratio was increased to 3.25 to 1.00. &herhge ratio is defined as
the ratio of total indebtedness (the sum of Shematborrowings, Current
portion of long-term debt, and Long-term debt)het teporting date to
consolidated “Earnings Before Interest, Taxes, Beiption, and
Amortization” (EBITDA) for the 12-month
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period ended on the same date. Refer to the “Restidperations” caption
below for a reconciliation of EBITDA to Net incom&at December 31, 2013,
the Company was in compliance with the covenane. Company’s Notes,
Debentures and revolving credit agreement contaiious default and cross-
default provisions. In the event of default undey ane of these
arrangements, acceleration of the maturity of amyar more of these
borrowings may result. See Note 7 on pages 61 arad this report.

Employee Stock Ownership Plan (ESOP)

Participants in the Company’s ESOP are allowedbtdrthute up to the
lesser of twenty percent of their annual compeasair the maximum dollar
amount allowed under the Internal Revenue Coder RyiJuly 1, 2009, the
Company matched one hundred percent of all corioibsi up to six percent
of eligible employee contributions. Effective Jdly2009, the ESOP was
amended to change the Company match to one hupdrednt on the first
three percent of eligible employee contributiond &fty percent on the next
two percent of eligible contributions. Effectivelyja, 2011, the ESOP was
amended to reinstate the Company match to six peateligible employee
contributions. The Company’s matching contributitm¢he ESOP charged to
operations were $67.4 million in 2013 compared142$8 million in 2012 ,
including the $80.0 million DOL Settlement. The Quemy can fund the
ESOP by redeeming a portion of the Preferred dtedt by the ESOP or with
cash. At December 31, 2013, there were 13,60%44&s of the Company’s
common stock being held by the ESOP, represenfitgydercent of the total
number of voting shares outstanding. See Noteohlpages 67 and 68 of this
report, for more information concerning the ComparySOP and preferred
stock.
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RESULTS OF OPERATIONS - 2013 vs. 2012

Shown below are net sales and segment profit angdlcentage change
for the current period by segment for 2013 and 2012

Year Ended December 31,

(thousands of dollars) 2013 2012 Change
Net Sales:
Paint Stores Group $ 6,002,14. $ 5,409,94 10.€%
Consumer Group 1,341,68! 1,321,88 1.E%
Global Finishes Group 2,004,53 1,960,69! 2.2%
Latin America Coatings

Group 832,45( 836,05 -0.4%
Administrative 4,72( 5,87z -19.€%
Net sales $ 10,18553 $ 9,534,46: 6.€ %

Year Ended December 31,

(thousands of dollars) 2013 2012 Change
Income Before Income

Taxes:
Paint Stores Group $ 990,52: $ 861,76: 14.€%
Consumer Group 242,06: 216,42. 11.£%
Global Finishes Group 170,59: 147,23: 15.€%
Latin America Coatings

Group 38,64¢ 81,23¢ -52.4%
Administrative (355,867 (399,34) 10.€%
Income before

income taxes $ 1,08595 $ 907,30¢ 19.7%

Consolidated net sales for 2013 increased due ghnta higher paint
sales volume in the Paint Stores Group and aciuisitOne acquisition
completed in 2013 and two acquisitions complete20ih2 increased
consolidated net sales 1.8 percent . Unfavoralii@eay translation rate
changes decreased 2013 consolidated net salesr@ghp. Net sales of all
consolidated foreign subsidiaries were up 3.9 perce$2.13 billion for 2013
versus $2.05 billion for 2012 due primarily to aisitions and selling price
increases. Unfavorable foreign currency translatiaias reduced net sales for
all consolidated foreign subsidiaries during 20430t percent . Net sales of
all operations other than consolidated foreign slidnses were up 7.6 percent
to $8.06 billion for 2013 versus $7.48 billion 2012 .

Net sales in the Paint Stores Group in 2013 ineaasimarily due to
higher architectural paint sales volume acrossrall market segments and
acquisitions. Acquisitions increased net salep2r2ent for the year. Net
sales from stores open for more than twelve calemaaths increased 7.8
percent for the full year. During 2013 , the P&tdres Group acquired 306
stores, opened 86 new stores and closed 4 reduledatibns for a net
increase of 388 stores, increasing the total nurobstores in operation at
December 31, 2013 to 3,908 in the United Statesa@aand the Caribbean.
The Paint Stores Group’s objective is to expandtitse base an average of
three percent

each year, primarily through internal growth. Saleproducts other than
paint increased approximately 8.7 percent for #er yver 2012 . A
discussion of changes in volume versus pricingébes of products other th
paint is not pertinent due to the wide assortmégeaeral merchandise sold.

Net sales of the Consumer Group increased due plynh@acquisitions
partially offset by the previously disclosed elimiion of a portion of a paint
program with a large retail customer. Acquisitiomsreased net sales 2.4
percent compared to 2012 . Sales of aerosols, &susbilers, caulk and other
paint related products, excluding acquisitions,enadt up low-single digits as
compared to 2012A discussion of changes in volume versus prifomgales
of products other than paint is not pertinent duthe wide assortment of
paint-related merchandise sold. The Consumer Gptargs to continue its
promotions of new and existing products in 2014 emtinue expanding its
customer base and product assortment at existstQroers.

The Global Finishes Group’s net sales in 2013 ,dtated in U.S.
dollars, increased due primarily to selling prinereases and acquisitions
partially offset by unfavorable currency translatiate changes. Acquisitions
increased this Group’s net sales in U.S. dollar&.Bypercent . Paint sales
volume percentage, excluding acquisitions, decckasthe low-single digits.
Unfavorable currency translation rate changesérytar decreased net sales
by 0.4 percent for 2013 . In 2013, the Global $tieis Group opened 2 new
branches and closed 4 locations for a net decdfasbranches, decreasing
the total to 300 branches open in the United St&tasada, Mexico, South
America, Europe and Asia at year-end. In 2014 Glhobal Finishes Group
expects to continue expanding its worldwide presexra improving its
customer base.

The Latin America Coatings Group’s net sales in®0When stated in
U.S. dollars, decreased due primarily to unfavaahirrency translation rate
changes partially offset by selling price increageint sales volume in 2013
was nearly flat when compared to 2012. Unfavorablkeency translation rate
changes in the year decreased net sales by 7.dmpéoc 2013 . In 2013 , the
Latin America Coatings Group opened 14 new stoneiscéosed 8 locations
for a net increase of 6 stores, increasing thé tota82 stores open in North
and South America at year-end. In 2014 , the LAtirerica Coatings Group
expects to continue expanding its regional presandémproving its
customer base.

Net sales in the Administrative segment, which priitg consist of
external leasing revenue of excess headquartecs spa leasing of facilities
no longer used by the Company in its primary busgndecreased by an
insignificant amount in 2013 .

Consolidated gross profit increased $410.3 miliilo8013 andmproved
as a percent to net sales to 45.3 percent frompgtcent in 2012 due
primarily to higher paint sales volume partiallysat by dilution from
acquisitions and unfavorable
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currency translation rate changes. The Paint Steresp’s gross profit for
2013 increased $330.9 million compared to 2012ptimarily to higher paint
sales volume and acquisitions and increased percent of sales due prima
to higher paint sales volume partially offset bguaisitions. Acquisitions
increased Paint Stores Group's gross profits by0®hdlion , or 15.5 percent
of acquisition net sales. The Consumer Group’sgposfit increased $47.4
million and increased as a percent of sales foB28/kr 2012ue primarily tc
increased production volume and improved operatifigiencies.
Acquisitions increased Consumer Group's grosstgrbji $8.0 million , or
24.7 percent of acquisition net sales. The Glolrdskes Group’s gross profit
for 2013 increased $43.6 million due primarily &dlieg price increases,
improved operating efficiencies and acquisitiongighy offset by
unfavorable currency translation rate changes.Qlobal Finishes Group’s
gross profit increased as a percent of sales doeply to selling price
increases and improved operating efficiencies afyrtoffset by dilution from
acquisitions and unfavorable currency translatade changes. Acquisitions
increased Global Finishes Group’s gross profit By $nillion , or 25.2
percent of acquisition net sales, and foreign cuydranslation rate
fluctuations decreased gross profit by $3.9 milion2013 . The Latin
America Coatings Group’s gross profit for 2013 éesed $28.8 million and
decreased as a percent of sales. Charges of $#8oh mecorded during 201
reduced gross profit related to the Brazil governiniax assessments.
Additionally, unfavorable currency translation rateanges were only partia
offset by selling price increases. Foreign curreinagslation rate fluctuations
decreased gross profit by $15.4 million for 20T3e Administrative
segment’s gross profit increased by $17.1 milliae grimarily to the DOL
Settlement recorded during 2012.

SG&A increased by $208.0 million due primarily teieased expenses
to support higher sales levels in nearly all Regddet Segments and
acquisitions partially offset by the DOL Settlemestorded during 2012.
Acquisitions added $75.6 million of SG&A in 2018 presentingl4.1 percer
of acquisition net sales. SG&A decreased as a peofesales to 34.0 percent
in 2013 from 34.2 percent in 2012 . In the Paior& Group, SG&A
increased $204.1 million for the year due primat@yncreased spending due
to the number of new store openings and increageehses to maintain
customer service and acquisitions SG&A, includiragms$action and
integration costs, of $61.6 million , or 52.9 percef acquisition net sales.
The Consumer Group’s SG&A increased by $15.9 nnilfiar the year due to
increased sales levels and acquisitions SG&A df &dllion , or 25.0 percent
of acquisition net sales. The Global Finishes Gilo&6&A increased by
$13.0 million for the year relating primarily todreased sales levels and
acquisitions SG&A of $5.9 million , or 26.2 percafitacquisition net sales,
partially offset by foreign currency translationiedluctuations reducing
SG&A by $3.0 million . The Latin America Coatingsdsip’'s SG&A
increased by $8.1 million for the year relatingwmtily to the Brazil
government tax assessments and related expensieflypaffset by foreign
currency translation rate fluctuations of $10.3lioml . The Administrative
segment’s SG&A decreased $33.1 million primarily do the DOL
Settlement recorded during 2012 partially offsetrinyeased
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information systems costs to integrate previoussyaaquisitions and
acquisition transaction expenses.

Other general expense - net decreased $2.7 milig@13 compared to
2012 . The decrease was mainly caused by a deae#9el million of
expense in the Administrative segment, primarilg ttua year-over-year
decrease in provisions for environmental mattei$05 million partially
offset by increased loss on sale or disposal atass $1.8 million . In
addition, Other general expense - net in the Coes@noup had lower
income adjustments associated with prior exit epdsal activities of $5.0
million as compared to 2012 , while insignificahaonges occurred in Other
general expense - net of the remaining Reportadgen®nts. See Note 13, on
pages 69 and 70 of this report, for more inforrmationcerning Other general
expense - net .

Impairments of trademarks of $4.1 million were melgal in 2012 . As
required by the Goodwill and Other Intangibles Topf the ASC,
management performed an annual impairment testadwill and indefinite-
lived intangible assets as of October 1, 2013 .ifrtpairment test in 2013
resulted in no impairment of goodwill and tradensarkhe impairment test in
2012 resulted in no impairment of goodwill and mapairment of $4.1 million
of several indefinite-lived trademarks primarilytire Paint Stores Group as a
result of planned conversion of various acquirexhids. The remaining book
values of these trademarks are now being amortizedtheir estimated futu
lives. The impairment charges are shown as a separa in the Statements
of Consolidated Income in accordance with the Galba@wd Other
Intangibles Topic of the ASC. See Note 4, on pdgeand 53 of this report,
for more information concerning the impairmentmfingible assets.

Interest expense, included in the Administrativgnsent, increased
$19.9 million in 2013 versus 2012 due primarilyhigher average debt levels
and a one-time interest expense charge of $3.®mfllom early retirement «
debt during the fourth quarter.

Other expense (income) - net decreased to $0.Bbmékpense from
$9.9 million income in 2012 . This was primarilyedto foreign currency
related transaction losses of $7.7 million in 20&Bsus foreign currency
related transaction gains of $3.1 million in 201Rimarily in the Global
Finishes and Latin America Coatings Groups. See N8t, on page 70 of this
report, for more information concerning Other exg@(income) - net .




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

Consolidated Income before income taxes in 2012 ased $178.6 Year Ended December 31,
million due primarily to an increase of $410.3 ioitl in gross profit partially
th ds of doll 2013 2012 2011

offset by an increase of $208.0 million in SG&A amdincrease of $27.7 ( Ol_Jsan s of dollars) -

million in interest expense, interest and net itvest income and other Net income $ 752,56. $ 631,03: $ 441,86
expenses. Income before income taxes increased&afiion in the Paint Interest expense 62,71« 42,78¢ 42,49’
Shtorgs Group, 223.4 mki)lliog inllthedG;deg Flr;lls%slftp allncl‘$25..6 million in  |ncome taxes 333,39 276,27 299,68t
the Consumer Group, but decline .6 milliorhia Latin America - ) . ,
Coatings Group when compared to 2012 . The Admatise segment had a Depre.0|at.|on 158, 76: 162,21 151,21,
favorable impact on Income before income taxes8t% million when Amortization 29,03: 26,98t 29,69:
compared to 2012 . Segment profit of all consoéiddbreign subsidiaries EBITDA $§ 133646 $ 1,12929" $ 964,94¢

decreased 33.0 percent to $106.2 million for 20ai3ws $158.4 million for
2012 due primarily to an increase in SG&A of $3@llion , including the RESULTS OF OPERATIONS - 2012 vs. 2011

Brazil government tax assessments and related sapeand reduced Other

income - net of $24.1 million partially offset by ancrease in gross profit of Shown below are net sales and segment profit angetcentage change
$13.4 million , which included charges to Cost obds sold due to the Brazil for the current period by segment for 2012 and 2011

government tax assessments. Segment profit opaliations other than

consolidated foreign subsidiaries increased 30r8gme to $979.8 million for Year Ended December 31,

2013 versus $748.9 million for 2012 . (thousands of dollars) 2012 2011 Change
Net income increased $121.5 million in 2013 duthtoincrease in Net Sales:

Income before income taxes. Paint Stores Group $ 540994 $ 4,779,82 13.2%
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The effective income tax rate for 2013 was 30.Z@etr. The effective ConsumferlGroup 1,321,88 1,274,28 ER

income tax rate for 2012 was 30.4 percent . Dilutetincome per common ~ Global Finishes Group 1,960,69 1,878,32 4.4%

share increased 20.6 percent to $7.26 per shag91& , which included Latin America Coatings )

charges relating to the Brazil government tax asaests ( $.21 per share), Group 836,05 828,45! 0.£%

from $6.02 per share a year ago, which includedggsarelating to the DOL  Administrative 5,87 4,81t 22.(%

Settlement ( $.47 per share). Net sales $ 053446 $ 876569 8E€%

Management considers a measurement that is noter@dance with
uU.S. ggnerally a_cce_p_ted accounting principles @mgmeasuremeqt of the Year Ended December 31,
operational profitability of the Company. Some istreent professionals also
utilize such a measurement as an indicator of éheevof profits and cash that (thousands of dollars) 2012 2011 Change
are generated strictly from operating activitiesttipg aside working capital ~ Income Before Income
and certain other balance sheet changes. For trasumement, management Taxes:
increases Net income for significant non-operaéing non-cash expense Paint Stores Group $ 861,76: $ 645,74: 33.E%
items to arrive at an amount known as EBITDA. Téader is cautlor_1_ed that  ~onsumer Group 216,42; 173,65 24.€ %
the following value for EBITDA should not be compdrto other entities . ) .
unknowingly. EBITDA should not be considered amaiative to Netincome Clobal Finishes Group 147,23 90,27 63.1%
or Net operating cash as an indicator of operatenjormance or as ameas Latin America Coatings

of liquidity. The reader should refer to the detimation of Net income and Group 81,23t 75,49 7.6%
Net operating cash in accordance with U.S. geneaaltepted accountir Administrative (399,34) (243,61, -63.€%
principles disclosed in the Statements of Consteidléncome and Statements |ncome before

of Consolidated Cash Flows, on pages 44 and 46ioféport. EBITDA as income taxes $ 907,30¢ $ 741,54 22.L%

used by management is calculated as follows:

Consolidated net sales for 2012 increased due gy higher paint
sales volume in the Paint Stores Group and sqfiiitg increases across all
Reportable segments. Two acquisitions complet@Dir? and one acquisitic
completed in 2011 increased consolidated net §a®egercent. Unfavorable
currency translation rate changes decreased 20kblidated net sales 1.8
percent. Net sales of all consolidated foreign &lidnses were up 3.4 percent
to $2.05 billion for 2012 versus $1.98 billion 2011 due primarily to
acquisitions and selling price increases. Unfaver&dreign currency
translation rates reduced net sales for all codatdd foreign subsidiaries
during 2012 by 7.9 percent. Net sales of all opematother than consolidated
foreign subsidiaries were up 10.3 percent to $Bili®n for 2012 versus
$6.78 billion for 2011.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Net sales in the Paint Stores Group in 2012 ineaasimarily due to
higher paint sales volume and selling price inazeablet sales from stores
open for more than twelve calendar months incre&2esipercent for the full
year. During 2012, the Paint Stores Group openeate@d stores and closed
redundant locations for a net increase of 70 stimeseasing the total number
of stores in operation at December 31, 2012 to(BiB2he United States,
Canada and the Caribbean. The Paint Stores Grob@stive is to expand its
store base an average of three percent each ymaarity through internal
growth. Sales of products other than paint incré@ggproximately 10.2
percent for the year over 2011. A discussion ofigesa in volume versus
pricing for sales of products other than paintas pertinent due to the wide
assortment of general merchandise sold.

Net sales of the Consumer Group increased due plynaselling price
increases and acquisitions. Acquisitions increastdales 3.2 percent
compared to 2011. Sales of aerosols, brushestsotiaulk and other paint-
related products were all up mid-single digits aspared to 2011. A
discussion of changes in volume versus pricingébes of products other th
paint is not pertinent due to the wide assortmépemt-related merchandise
sold. The Consumer Group plans to continue its ptams of new and
existing products in 2013 and continue expandisguistomer base and
product assortment at existing customers.

The Global Finishes Group’s net sales in 2012, wgiated in U.S.
dollars, increased due primarily to selling pricereases, higher paint sales
volume, and acquisitions partially offset by unfealle currency translation
rate changes. Acquisitions increased this Grougtsales in U.S. dollars by
1.8 percent. Paint sales volume percentage, exguiquisitions, increased
in the low-single digits. Unfavorable currency skation rate changes in the
year decreased net sales by 3.5 percent for 202012, the Global Finishes
Group opened 1 new branch and closed 2 locatiores et decrease of 1
branch, decreasing the total to 302 branches apthreiUnited States, Cana
Mexico, South America, Europe and Asia at year-ém@013, the Global
Finishes Group expects to continue expanding itddmade presence and
improving its customer base.

The Latin America Coatings Group’s net sales in2®lhen stated in
U.S. dollars, increased due primarily to selling@increases and higher pe
sales volume partially offset by unfavorable cucsetranslation rate changes.
Paint sales volume percentage increased in thesiogle digits. Unfavorable
currency translation rate changes in the year deerknet sales by 10.2
percent for 2012. In 2012, the Latin America Cogdisroup opened 17 new
stores and closed 6 locations for a net increadd stores, increasing the tc
to 276 stores open in North and South America at-gad. In 2013, the Latin
America Coatings Group expects to continue expaniténregional presence
and improving its customer base.

Net sales in the Administrative segment, which prifg consist of
external leasing revenue of excess headquartecs spa
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and leasing of facilities no longer used by the @any in its primary
business, increased by an insignificant amoun0i22

Consolidated gross profit increased $461.7 millio2012 and improve
as a percent to net sales to 44.1 percent frompkcent in 2011 due
primarily to higher paint sales volume and sellgrige increases partially
offset by increases in raw material costs and wrfhle currency translation
rate changes. The Paint Stores Group’s gross foof2012 increased $370.2
million compared to 2011 and increased as a peafesgles due primarily to
higher paint sales volume and selling price incesgmrtially offset by
increases in raw material costs. The Consumer Gsaupss profit increased
$62.5 million and increased as a percent of sale2G12 over 2011 due
primarily to selling price increases and improveemting efficiencies
partially offset by increases in raw material coétsquisitions increased
Consumer Group's gross profits by $8.7 million2br5 percent of acquisition
net sales. The Global Finishes Group’s gross pi@fi2012 increased $52.3
million and increased as a percent of sales dunegpily to selling price
increases and higher paint sales volume partifiibetby increases in raw
material costs and unfavorable currency translatioe changes. Acquisitions
increased Global Finishes Grosgross profit by $8.2 million, or 23.7 perc
of acquisition net sales, and foreign currencydiation rate fluctuations
decreased gross profit by $19.1 million for 201Re Tatin America Coatings
Group’s gross profit for 2012 decreased $2.3 nmlbmd decreased slightly as
a percent of sales. Selling price increases andoweg sales volumes were
not enough to offset higher raw material costswamfdvorable currency
translation rate changes which reduced gross mhofiiars. Foreign currency
translation rate fluctuations decreased grosstargf26.6 million for 2012.
The Administrative segment’s gross profit decredse®21.0 million due
primarily to the DOL Settlement.

SG&A increased by $298.8 million due primarily teieased expenses
to support higher sales levels in all Reportablgngmnts, the DOL Settlement
and acquisitions. Acquisitions added $16.3 mill@iSG&A in 2012,
representing 21.6 percent of acquisition net S&I6&A increased as a
percent of sales to 34.2 percent in 2012 from B&r8ent in 2011. In the Pa
Stores Group, SG&A increased $153.7 million forylear due primarily to
increased spending due to the number of new sferings and increased
expenses to maintain customer service. The ConsGnoerp’'s SG&A
increased by $23.6 million for the year due to éased sales levels and
acquisitions SG&A of $7.1 million, or 17.6 percafitacquisition net sales.
The Global Finishes Group’s SG&A increased by $Rillion for the year
relating primarily to




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

increased sales levels and acquisitions SG&A d #éllion, or 26.4 percent
of acquisition net sales, partially offset by fgreicurrency translation rate
fluctuations reducing SG&A by $15.9 million. ThetlaAmerica Coatings
Group’s SG&A decreased by $2.4 million for the yedating primarily to
foreign currency translation rate fluctuations @7% million partially offset
by increased expenses to support higher sales edievels. The
Administrative segment’'s SG&A increased $121.9imillprimarily due to an
increase in incentive compensation, including stoaked compensation
expense, the DOL Settlement and information systarats to integrate
previous years acquisitions. See Note 12 , on pa@8eisrough 69 of this
report, for more information concerning stock-basechpensation.

Other general expense - net increased $2.5 miti@®12 compared to
2011. The increase was mainly caused by an incida&& 7 million of
expense in the Administrative segment, primarilg tluloss on sale or
disposal of assets of $3.5 million in 2012 versgsia on sale of assets of
$5.5 million in 2011. Partially offsetting this w@avorable comparison was a
decrease in provisions for environmental mattei$2o4 million in the
Administrative segment. In addition, Other genesglense - net in the
Consumer Group had higher income adjustments adsdaiith prior exit or
disposal activities of $3.1 million as compare@@d 1, while insignificant
changes occurred in Other general expense - ribegEmaining Reportable
Segments. See Note 13, on pages 69 and 70 oépost, for more
information concerning Other general expense - net.

Impairments of trademarks decreased $1.4 millic20h2 compared to
2011. As required by the Goodwill and Other Intateg Topic of the ASC,
management performed an annual impairment testadwill and indefinite-
lived intangible assets as of October 1, 2012.iftpairment test in 2012 and
2011 resulted in no impairment of goodwill and mmpairment of $4.1 million
and $5.5 million, respectively, of several indefriived trademarks primarily
in the Paint Stores Group for both years as atreéplanned conversion of
various acquired brands. The remaining book vatdi¢sese trademarks are
now being amortized over their estimated futuredivihe impairment charg
are shown as a separate line in the Statementsrefoidated Income in
accordance with the Goodwill and Other Intangifilepic of the ASC. See
Note 4, on pages 52 and 53 of this report, for more métion concerning
the impairment of intangible assets.

Interest expense, included in the Administrativgnsent, increased $0.3
million in 2012 versus 2011 due primarily to

higher average debt levels.

Other income - net increased to $9.9 million incdmen $4.8 million
income in 2011. This was primarily due to foreigmrency related transactis
gains of $3.1 million in 2012 versus foreign cuenelated transaction loss
of $4.7 million in 2011, primarily in the Globaliishes and Latin America
Coatings Groups. See Note 13, on pagef#fis report, for more informatic
concerning Other income - net.

Consolidated Income before income taxes in 201&zased $165.8
million due primarily to an increase of $461.7 ioitl in gross profit and a
reduction of $1.5 million in interest expense, it and net investment
income and other expenses, partially offset bynareiase of $298.8 million in
SG&A. Income before income taxes increased $21@l®min the Paint
Stores Group, $57.0 million in the Global Finisi@&sup, $42.8 million in th
Consumer Group and $5.7 million in the Latin Amaroatings Group when
compared to 2011. The Administrative segment hadfavorable impact on
Income before income taxes of $155.7 million whempared to 2011.
Segment profit of all consolidated foreign subsgigisincreased 29.4 percent
to $158.4 million for 2012 versus $122.4 milliomr 2011 due primarily to
increases in gross profit of $8.0 million and Otimmome - net of $43.0
million partially offset by an increase in SG&A $13.3 million. Favorable
foreign currency translation rates, partially offsg acquisitions, decreased
segment profit of all consolidated foreign subgiéis by 14.0 percent.
Segment profit of all operations other than comstéd foreign subsidiaries
increased 21.0 percent to $748.9 million for 20&8sus $619.1 million for
2011.

Net income increased $189.2 million in 2012 duthtoincrease in
Income before income taxes.

The effective income tax rate for 2012 was 30.4@et. The effective
income tax rate for 2011 was 40.4 percent, inclgdticome tax expense of
$75.0 million relating to the IRS Settlement. Extihg the impact of the IRS
Settlement would result in an effective incomerabe for 2011 of 30.3
percent. Diluted net income per common share ise@d5.4 percent to $6.
per share for 2012, which included charges relatinfe DOL Settlement
($.47 per share), from $4.14 per share a yeanelgich included charges
relating to the IRS Settlement ($.70 per share)dilation from acquisitions
($.04 per share).
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REPORT OF MANAGEMENT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING

Shareholders
The Sherwin-Williams Company

We are responsible for establishing and maintaimidgquate internal control over financial reportasgdefined in Rules 13E5(f) anc
15d-15(f) under the Securities Exchange Act of 1934amg&nded. We recognize that internal control oireaniial reporting cannot provi
absolute assurance of achieving financial reportibgctives because of its inherent limitationgednal control over financial reporting i
process that involves human diligence and is stilbjethe possibility of human error or the circumtien or the overriding of internal contr
Therefore, there is a risk that material misstat@menay not be prevented or detected on a timedjshay internal control over financ
reporting. However, we believe we have designed the process safeguards to reduce, though noineliep this risk. Projections of a
evaluation of effectiveness to future periods agexct to the risk that controls may become inadégjbecause of changes in conditions, ol
the degree of compliance with the policies or pdoces may deteriorate.

In order to ensure that the Company’s internal mbrdver financial reporting was effective as ofd@mber 31, 2013we conducted ¢
assessment of its effectiveness under the supemvesid with the participation of our managementugrdncluding our principal executi
officer and principal financial officer. This asse®ent was based on the 1992 criteria establishéatémal Control dntegrated Framewo
issued by the Committee of Sponsoring Organizatidrike Treadway Commission.

In 2013, the Company completed the acquisitionhef t).S./Canada business of Consorcio Comex, S.AC."e As permitted by tt
Securities and Exchange Commission, managemenideaithe norirtegrated operations of this acquisition fromatsessment of interi
control over financial reporting as of December 113. Nonintegrated operations of this acquisition constiduapproximately four percent
consolidated total assets (excluding goodwill atitbointangible assets) as of December 31, 2018jrameased consolidated net sales by
percent and decreased consolidated net income bfpRehe year then ended. Operations of this adiprswill be included in the Compan
assessment as of December 31, 2014.

Based on our assessment of internal control ovential reporting under the criteria establishedriternal Control —Integrate:
Framework, we have concluded that, as of Decembe?2@®L3 , the Company'internal control over financial reporting waseetive to provid
reasonable assurance regarding the reliabilityimdintial reporting and the preparation of financsgtements for external purpose:
accordance with U.S. generally accepted accoumtimgiples. Our internal control over financial cefing as of December 31, 20h3s bee
audited by Ernst & Young LLP, an independent reged public accounting firm, and their report oa #ffectiveness of our internal con
over financial reporting is included on page 41hig report.

Ii_.--" | ’-E'L-,_ r._,.-"'
—y s | I —
C. M. Connor

Chairman and Chief Executive Officer

SQ%@

S. P. Hennessy
Senior Vice President - Finance and Chief Finar@féicer

J0tor

A. J. Mistysyn
Vice President - Corporate Controller

e — —_
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REPORT OF THE INDEPENDENT REGISTERED PUBLIC ACCOUNT ING FIRM
ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Shareholders and the Board of Directors
The Sherwin-Williams Company

We have audited The Sherwin-Williams Company’srimaé control over financial reporting as of DecemBg, 2013, based on criteria establishet
Internal Control -Integrated Framework issued by the Committee ofnSpng Organizations of the Treadway Commissid@d®Plframework) (the COS
criteria). The Sherwin-Williams Comparsymanagement is responsible for maintaining effedtiternal control over financial reporting, amd its assessme
of the effectiveness of internal control over fin&h reporting included in the accompanying RepafrtManagement on Internal Control over Finar
Reporting. Our responsibility is to express an mpiron the company'’s internal control over finahcéporting based on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversight lo@nited States). Those standards ret
that we plan and perform the audit to obtain reablnassurance about whether effective internarabover financial reporting was maintained inralhteria
respects. Our audit included obtaining an undedatgnof internal control over financial reportirggsessing the risk that a material weakness etdst#g an
evaluating the design and operating effectivendsmternal control based on the assessed risk, partbrming such other procedures as we consi
necessary in the circumstances. We believe thaaudit provides a reasonable basis for our opinion.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranaeliregthe reliability of financial reportir
and the preparation of financial statements foem purposes in accordance with generally acdegteounting principles. A compayinternal control ovi
financial reporting includes those policies andcedures that (1) pertain to the maintenance ofrdscat, in reasonable detail, accurately andyfegflect the
transactions and dispositions of the assets ofdh@pany; (2) provide reasonable assurance thatacions are recorded as necessary to permit ptéepan
financial statements in accordance with generadlyepted accounting principles, and that receipts expenditures of the company are being made @
accordance with authorizations of management arettdrs of the company; and (3) provide reasonagdeirance regarding prevention or timely deteatf
unauthorized acquisition, use, or disposition ef¢dbmpany’s assets that could have a materialtaffethe financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of any evadun
of effectiveness to future periods are subjecheorisk that controls may become inadequate beazfusganges in conditions, or that the degree afgl@nce
with the policies or procedures may deteriorate.

As indicated in the accompanying Report of Managgme Internal Control over Financial Reporting,magemens assessment of and conclu:
on the effectiveness of internal control over ficiahreporting did not include the internal congralf the U.S./Canada business of Consorcio Coméx,d8
C.V. (Comex), which is included in the 2013 condaled financial statements of the SherWiiliams Company and constituted approximately fparcent c
consolidated total assets (excluding goodwill atiteointangible assets) as of December 31, 2013irandased consolidated net sales by one perce
decreased consolidated net income by two percenthé® year then ended. Our audit of internal cdnire@r financial reporting of The Sherwiftilliams
Company as of December 31, 2013 also did not iechrdevaluation of and conclusion on the effectgsrof the internal controls over financial repayto!
the U.S./Canada business of Comex.

In our opinion, The Sherwin-Williams Company mainé&a, in all material respects, effective interoahtrol over financial reporting as biecember 3:
2013, based on the COSO criteria.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bog@dnited States), the consolidated bal
sheets of The Sherwin-Williams Company as of Deafi, 2013 , 2012 and 201hnd the related statements of consolidated incamdecomprehensi
income, cash flows and shareholders’ equity foryémrs then ended and our report dated Februad0d4, expressed an unqualified opinion thereon.

é-mﬂff MLLP

Cleveland, Ohio
February 27, 2014
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REPORT OF MANAGEMENT ON THE
CONSOLIDATED FINANCIAL STATEMENTS

Shareholders
The Sherwin-Williams Company

We are responsible for the preparation and faisgtation of the consolidated financial statemeatspompanying notes and rele
financial information included in this report of @Isherwin-Williams Company and its consolidatedsglibries (collectively, the “Company”
as of December 31, 2013, 2012 and 2aad for the years then ended in accordance with g§eBerally accepted accounting principles.
consolidated financial information included in thieport contains certain amounts that were baset wor best estimates, judgments
assumptions that we believe were reasonable uhdaircumstances.

We have conducted an assessment of the effectverfiésternal control over financial reporting bdsmn criteria established in Inter
Control —Integrated Framework issued by the Committee ohSpieng Organizations of the Treadway Commissiondiscussed in the Rep
of Management on Internal Control Over Financiab&®&ng on page 40 of this report, we concluded tha Companys internal control ov
financial reporting was effective as of DecemberZ113 .

The Board of Directors pursues its responsibility the oversight of the Compamsyaccounting policies and procedures, final
statement preparation and internal control ovearfaial reporting through the Audit Committee, coisgd exclusively of independent direct
The Audit Committee is responsible for the appomtinand compensation of the independent registeublic accounting firm. The Auc
Committee meets at least quarterly with financiahagement, internal auditors and the independgigteeged public accounting firm to revi
the adequacy of financial controls, the effectivwmnef the Compang’internal control over financial reporting and tregure, extent and rest
of the audit effort. Both the internal auditors ahé independent registered public accounting fiawe private and confidential access tc
Audit Committee at all times.

We believe that the consolidated financial statedsjeaccompanying notes and related financial infdiom included in this report fait
reflect the form and substance of all materialtitial transactions and fairly present, in all malerespects, the consolidated financial posi
results of operations and cash flows as of anth®periods presented.

rar ,-E_ =
I:-:_,—t—' " LHL & {!’:_'_
C. M. Connor
Chairman and Chief Executive Officer

SQ%

S. P. Hennessy
Senior Vice President - Finance and Chief Finar@féicer

e,

A. J. Mistysyn
Vice President - Corporate Controller

42




REPORT OF THE INDEPENDENT REGISTERED PUBLIC ACCOUNT ING FIRM
ON THE CONSOLIDATED FINANCIAL STATEMENTS

Shareholders and the Board of Directors
The Sherwin-Williams Company

We have audited the accompanying consolidated balaheets of The Sherwin-Williams Company as ofeder 31, 2013 , 201anc
2011 , and the related statements of consolidateshie and comprehensive income, cash flows anctlsblgiers’equity for the years th
ended. These financial statements are the resplitysdf the Companys management. Our responsibility is to expressanian on thes
financial statements based on our audits.

We conducted our audits in accordance with thedstiats of the Public Company Accounting Oversighalo(United States). Thc
standards require that we plan and perform thet daodibtain reasonable assurance about whethdimntecial statements are free of mate
misstatement. An audit includes examining, on aldasis, evidence supporting the amounts and digidg in the financial statements. An
also includes assessing the accounting princigded and significant estimates made by managenmemtelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referredlbove present fairly, in all material respedis, ¢onsolidated financial position of 1
Sherwin-Williams Company at December 31, 2013 ,2284d 2011, and the consolidated results of its operatiors imcash flows for tt
years then ended, in conformity with U.S. generatigepted accounting principle

We also have audited, in accordance with the stasdzf the Public Company Accounting Oversight Bio@/nited States), The Sherwin-
Williams Company'’s internal control over financigporting as of December 31, 2013 , based on ixiestablished in Internal Control-
Integrated Framework issued by the Committee onSpiong Organizations of the Treadway Commissid@®®Lframework) and our rep
dated February 27, 2014 expressed an unqualifisdoopthereon.

é-mﬂff MLLP

Cleveland, Ohio
February 27, 2014
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STATEMENTS OF CONSOLIDATED INCOME AND COMPREHENSIVE INCOME
(thousands of dollars except per common share data)

Year Ended December 31,

2013 2012 2011

Net sales $ 10,185,53 $ 9,534,46: $ 8,765,69
Cost of goods sold 5,568,96! 5,328,233 5,021,13
Gross profit @ 4,616,56 4,206,22 3,744,56;

Percent to net sales 45.2% 44.1% 42.7%
Selling, general and administrative expense¥ 3,467,68 3,259,64 2,960,81

Percent to net sales 34.(% 34.2% 33.8%
Other general expense - net 2,51¢ 5,24¢ 2,731
Impairment of trademarks 4,08¢ 5,49
Interest expense 62,71 42,78¢ 42,49
Interest and net investment income (3,242 (2,919 (3,71))
Other expense (income) - net 93¢ (9,940 (4,809
Income before income taxes 1,085,95 907,30¢ 741,54¢
Income taxes® @ 333,39 276,27" 299,68t
Net income $ 752,56: $ 631,03¢ $ 441,86(
Net income per common share:

Basic $ 7.41 $ 6.1t $ 4.22

Diluted $ 7.2¢€ $ 6.0z $ 4.14

®Includes DOL Settlement of $49,163 , net of tax{CQxf goods sold $16,000 , Selling, general andimidtrative expenses $64,000 and tax benefit $30)88r $.47per share in the Year ended Decen
31, 2012.

@Includes IRS Settlement of $74,982 , or approxitgee’0 per share, in the Year ended December @111.2See Note 14 for more information on the IR8IGaent.

Year Ended December 31,

2013 2012 2011
Net income $ 752,56 $ 631,03: $ 441,86(
Other comprehensive income (loss), net of tax:
Foreign currency translation adjustments (46,749 (7,409 (65,63:)
Employee benefit plans:
Net actuarial gains (losses) and prior service cast
arising during period © 85,05: (6,192) (36,415
Less: amortization of net actuarial losses and
prior service costs included in Net pension cost8 10,93 10,97 13,04t
95,98 4,781 (23,370)
Unrealized net gains (losses) on available-for-sasecurities:
Unrealized holding gains (losses)
arising during period © 134 12¢ (623)
Less: reclassification adjustments for (gains) loss
included in net income® (25) (22) 68

10¢ 111 (555)




Other comprehensive income (loss)

Comprehensive income
@ Net of taxes of $(63,342) , $2,846 and $25,50420b3 , 2012 and 2011 , respectively.

@Net of taxes of $(7,643) , $(13,350) and $(8,188)2013 , 2012 and 2011 , respectively.

®)Net of taxes of $(84) , $(77) and $256 , in 202812 and 2011 , respectively.
©Net of taxes of $17 , $7 and $(42) in 2013 , 201@ 2011 , respectively.

See notes to consolidated financial statements.
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49,34¢

(2,519

(89,55

$

801,90t
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628,52:
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352,30:




CONSOLIDATED BALANCE SHEETS
(thousands of dollars

December 31,

2013 2012 2011
Assets
Current assets:
Cash and cash equivalents $ 744,88t $ 862,59( $ 32,69¢
Accounts receivable, less allowance 1,097,75. 1,032,50: 989,87:
Inventories:
Finished goods 779,05 732,35¢ 730,72°
Work in process and raw materials 191,75t 187,96! 196,08
970,81! 920,32- 926,80¢
Deferred income taxes 104,49¢ 126,73( 149,20°
Other current assets 240,76t 207,08¢ 163,00t
Total current assets 3,158,71 3,149,23! 2,261,59:
Goodwill 1,178,68 1,156,00! 1,108,00:
Intangible assets 313,29¢ 347,55: 305,87:
Deferred pension assets 302,44¢ 249,91: 228,35(
Other assets 407,97" 366,13: 368,89t
Property, plant and equipment:
Land 125,13: 102,33t 105,01(
Buildings 715,09t 677,94« 668,80:
Machinery and equipment 1,838,591 1,750,72! 1,657,87.
Construction in progress 62,56: 56,58: 41,26¢
2,741,38 2,587,59. 2,472,95I
Less allowances for depreciation 1,719,99 1,621,69! 1,516,42
1,021,38: 965,89t 956,53(
Total Assets $ 6,382,550 $ 6,234,73 $ 5,229,25:
Liabilities and Shareholders’ Equity
Current liabilities:
Short-term borrowings $ 96,55 $ 69,03¢ $ 346,31
Accounts payable 998,48: 922,99¢ 965,14¢
Compensation and taxes withheld 337,63 314,89: 251,06(
Accrued taxes 79,50¢ 52,10« 120,55!
Current portion of long-term debt 502,94¢ 3,68¢ 7,82
Other accruals 513,43 513,71 471,76
Total current liabilities 2,528,55 1,876,43 2,162,66.
Long-term debt 1,122,37. 1,632,16! 639,23:
Postretirement benefits other than pensions 268,87: 320,22 297,52¢
Other long-term liabilities 688,16¢ 614,10¢ 612,91:

Shareholders’ equity:
Common stock - $1.00 par value:
100,129,380, 103,270,067 and 103,854,234 shargstanding
at December 31, 2013, 2012 and 2011, respectively 112,90: 111,62 107,45
Preferred stock - convertible, no par value:
40,406, 101,086 and 160,273 shares outstanding
at December 31, 2013, 2012 and 2011, respectively 40,40¢ 101,08t 160,27:
Unearned ESOP compensation (40,40¢) (101,086 (160,277



Other capital

Retained earnings

Treasury stock, at cost

Cumulative other comprehensive loss
Total shareholders’ equity

Total Liabilities and Shareholders’ Equity

See notes to consolidated financial statements.

1,847,80. 1,673,78 1,297,62!
1,774,05 1,226,46 756,37.
(1,639,17) (849,68Y) (276,65))
(321,04 (370,38) (367,87)
1,774,53 1,791,80. 1,516,91"

$ 638250 $ 623473 $ 522925
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STATEMENTS OF CONSOLIDATED CASH FLOWS
(thousands of dollars)

Year Ended December 31,

Operating Activities 2013 2012 2011
Net income $ 752,56. $ 631,03: $ 441,86(
Adjustments to reconcile net income to net operatim cash:

Depreciation 158,76: 152,21 151,21:

Amortization of intangible assets 29,03: 26,98t 29,69

Impairment of trademarks and goodwill 4,08¢ 5,49

Provisions for environmental-related matters (2,75)) 6,73¢ 9,10(

Provisions for qualified exit costs 4,68 2,73¢ 534

Deferred income taxes 27,77¢ (10,429 16,91

Defined benefit pension plans net cost 20,64: 20,30¢ 12,32¢

Income tax effect of ESOP on other capital (3,21)

Stock-based compensation expense 58,00 54,34¢ 48,17¢

Net increase in postretirement liability 5,23: 3,66¢ 6,79:

Decrease in non-traded investments 57,26: 72,86: 62,54(

Loss (gain) on disposition of assets 5,207 3,45¢ (5,469

Other (27,219 (18,349 3,131
Change in working capital accounts:

(Increase) in accounts receivable (41,477 (33,579 (93,697

Decrease (increase) in inventories 25,03: 19,92¢ (19,22)

Increase (decrease) in accounts payable 34,68t (51,12¢) 64,05

Increase (decrease) in accrued taxes 11,31« (70,269 5,43¢

Increase (decrease) in accrued compensation and &sxwithheld 24,43t 63,697 (53€)

Increase (decrease) in refundable income taxes 13,24 (32,96Y) (572)

DOL settlement accrual (80,000 80,00(

Other 43,80« 11,00( 36,24¢
Costs incurred for environmental-related matters (12,539 (31,689 (30,457
Costs incurred for qualified exit costs (7,419 (4,577) (6,187)
Other (16,509 (12,200) 1,641

Net operating cash 1,083,76! 887,88t 735,81.

Investing Activities

Capital expenditures (166,68() (157,11 (153,80
Acquisitions of businesses, net of cash acquired (79,94() (99,247 (44,43¢)
Proceeds from sale of assets 3,04t 9,671 12,84
Increase in other investments (94,739 (95,779 (92,379

Net investing cash (338,319 (342,45} (277,769

Financing Activities

Net increase (decrease) in short-term borrowings 31,63« (284,83 (43,34¢)
Proceeds from long-term debt 473 999,69 40,77
Payments of long-term debt (20,93) (24,000 (49,88))
Payments of cash dividends (204,979 (160,939 (153,51))
Proceeds from stock options exercised 69,76: 221,12t 69,53¢
Income tax effect of stock-based compensation exées and vesting 47,527 104,85t 12,95¢
Treasury stock purchased (769,27)) (557,76¢) (367,37)
Other (17,527) (21,559 15,63:

Net financing cash (853,309 286,57¢ (475,209
Effect of exchange rate changes on cash (9,845 (2,11%) (8,727
Net (decrease) increase in cash and cash equivatent (117,70) 829,89: (25,889

Cash and cash equivalents at beginning of year 862,59( 32,69¢ 58,58!¢




Cash and cash equivalents at end of year
Taxes paid on income

Interest paid on debt

See notes to consolidated financial statements.
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744,88¢ 862,59( $ 32,69¢
200,74¢ 22332¢ % 196,14
61,04¢ 41,55 42,89




Balance at January 1, 2011
Net income

Other comprehensive loss

Treasury stock purchased

Treasury stock retired

Redemption of preferred stock

Income tax effect of ESOP*

Stock options exercised

Income tax effect of stock compensation

Restricted stock and stock option grants
(net activity)

Cash dividends - $1.46 per common share
Balance at December 31, 2011

Net income

Other comprehensive loss

Treasury stock purchased

Redemption of preferred stock

Stock options exercised

Income tax effect of stock compensation

Restricted stock and stock option grants
(net activity)

Cash dividends - $1.56 per common share
Balance at December 31, 2012

Net income

Other comprehensive income

Treasury stock purchased

Redemption of preferred stock

Stock options exercised

Income tax effect of stock compensation

Restricted stock and stock option grants
(net activity)

Cash dividends - $2.00 per common share

Balance at December 31, 2013

* Includes $51,209 reduction in Other capital reldtetRS Settlement. See Note 14 for more infornmatio the IRS Settlement.

STATEMENTS OF CONSOLIDATED SHAREHOLDERS' EQUITY

Cumulative
Unearned Other
Common Preferred ESOP Other Retained Treasury Comprehensive
Stock Stock Compen-sation Capital Earnings Stock Loss Total
$ 231,34t $ 216,75: $ (216,75) $ 1,222,90! $ 4,824,48 $ (4,390,98) $ (278,32) $ 1,609,44
441,86( 441,86(
(89,557 (89,557
(367,377 (367,377
(125,421 (4,356,46) 4,481,89.
(56,48() 56,48(
(54,420 (54,420
1,23¢ 68,30: (190 69,34¢
12,95¢ 12,95¢
30C 47,87¢ 48,17¢
(153,517 (153,517
107,45: 160,27: (160,277 1,297,62! 756,37. (276,659 (367,879 1,516,91!
631,03¢ 631,03¢
(2,519 (2,519
(557,76¢) (557,76
(59,187 59,187
3,861 217,25¢ (15,26%) 205,86:
104,85¢ 104,85¢
30z 54,04¢ 54,34¢
(160,939 (160,93
111,62: 101,08¢ (101,08) 1,673,78: 1,226,46 (849,68 (370,389 1,791,80-
752,56 752,56
49,34t 49,34t
(769,27) (769,27)
(60,68() 60,68(
1,12¢ 68,63: (20,219 49,54
47,52; 47,52;
151 57,85 58,00«
(204,979 (204,979
$ 112,90: $ 40,40¢ $ (40,40¢) $ 1,847,80 $ 1,774,05 $ (1,639,17) $ (321,049 $ 1,774,53




See notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(thousands of dollars unless otherwise indicated)

NOTE 1 — SIGNIFICANT ACCOUNTING POLICIES

Consolidation. The consolidated financial statements include the
accounts of The Sherwin-Williams Company and it®lyhowned
subsidiaries (collectively, “the Company.”) Intesrapany accounts and
transactions have been eliminated.

Use of estimatesThe preparation of consolidated financial statemer
conformity with U.S. generally accepted accountinigciples requires
management to make estimates, judgments and aseomiftat affect the
amounts reported in the consolidated financiabstants and accompanying
notes. Actual results could differ from those antsun

Nature of operations.The Company is engaged in the development,
manufacture, distribution and sale of paint, cagiand related products to
professional, industrial, commercial and retailtoosers primarily in North
and South America, with additional operations ia @aribbean region,
Europe and Asia.

Reportable segmentsSee Note 18 for further details.

Cash flows.Management considers all highly liquid investmenith a
maturity of three months or less when purchasdxtoash equivalents.

Fair value of financial instruments. The following methods and
assumptions were used by the Company in estimasirigir value disclosure
for financial instruments:

Cash and cash equivalentsThe carrying amounts reported for
Cash and cash equivalents approximate fair value.

Short-term investments: The carrying amounts reported for Short-
term investments approximate fair value.

Investments in securitiesinvestments classified as available-for-
sale are carried at market value. See the recuiaingalue measurement
table on page 49 .

Non-traded investments:The Company has invested in the U.S.
affordable housing and historic renovation reahiesmarkets. These non-
traded investments have been identified as variabdeest entities.
However, because the Company does not have ther poweect the
day-to-day operations of the investments and sgieaf loss is limited to
the amount of contributed capital, the Companyoisconsidered the
primary beneficiary. In accordance with the Cordation Topic of the
Financial Accounting Standards Board (FASB) AccounStandards
Codification (ASC), the investments are not corgaikd. The Company
uses the effective yield method to determine thieytay value of the
investments. Under the effective yield method,itlitgal cost of the
investments is amortized over the period that dlxectedits are
recognized. The carrying amounts of the investmeémttuded in Other
assets, were $210,779 , $223,701 and $232,366canixer 31, 2013,
2012 and 2011 , respectively. The liabilities relear on the balance
sheets for estimated future capital contributianghe investments were
$198,761 , $218,688 and $235,355 at December 3B 2P012 and
2011, respectively.

Short-term borrowings: The carrying amounts reported for Short-
term borrowings approximate fair value.

Long-term debt (including current portion): The fair values of
the Company’s publicly traded debt, shown below,tmsed on quoted
market prices. The fair values of the Company’s-ttaded debt, also
shown below, are estimated using discounted cashdhalyses, based
on the Company’s current incremental borrowinggéte similar types
of borrowing arrangements. The Company's publieged debt and non-
traded debt are classified as level 1 and levegshectively, in the fair
value hierarchy. See Note 7 .

December 31,

2013 2012 2011
Carrying Fair Carrying Fair Carrying Fair
Amount Value Amount Value Amount Value
Publicly traded debt $ 162064 $ 1,614,737 $ 163005 $ 1,70648 $ 632,42, $ 703,23t
Non-traded debt 4,67 4,43( 5,79¢ 5,60( 14,63 14,07(

Derivative instruments: The Company utilizes derivative
instruments as part of its overall financial risemagement policy. The
Company entered into foreign currency option amd/éod currency
exchange contracts with maturity dates of less thafve months in
2013, 2012 and 2011, primarily to hedge againstevahanges in foreic
currency. See Note 13 . There were no derivativieraots outstanding at
December 31, 2013, 2012 and 2011.
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Fair value measurementsThe following tables summarize the

Company'’s assets and liabilities measured on aniaguand non-recurring
basis in accordance with the Fair Value Measuresnamd Disclosures Topic
of the ASC:




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(thousands of dollars unless otherwise indicater

Assets and Liabilities Reported at Fair Value on &ecurring Basis

Quoted Prices in Significant
Fair Value at Active Markets for Significant Other Unobservable
December 31, Identical Assets Observable Inputs Inputs
2013 (Level 1) (Level 2) (Level 3)
Assets:
Deferred compensation plan as&et $ 21,660 $ 3,75¢  $ 17,901
Liabilities:
Deferred compensation plan liability $ 28,607 $ 28,601

(&) The deferred compensation plan asset condigite investment funds maintained for the futuagrpents under the Company’s executive deferred easgiion plan, which
is structured as a rabbi trust. The investmentsrandetable securities accounted for under the BetttEquity Securities Topic of the ASC. The lel/@hvestments are
valued using quoted market prices multiplied byrthenber of shares. The level 2 investments areedabased on vendor or broker models. The cost ba#ie investment
funds is $21,224 .

(b) The deferred compensation plan liability reres the value of the Company’s liability undsrdéferred compensation plan based on quoted nyanikes in active markets
for identical assets.

Assets and Liabilities Reported at Fair Value on &onrecurring Useful Life
Ba&s.Excgpt for the acquisition-related fair value meaments described in e e pe——— 5 years
Note 2 which qualify as level 2 measurements, tihvane no assets ali N ; ; 3_5
liabilities measured at fair value on a nonrecyyiasis in 2013 . on-c'onlwpe € F:ovenan s } —oyears
Certain intangible property rights 3 - 20 years
Accounts receivable and allowance for doubtful acemts. Accounts o S . .
receivable were recorded at the time of creditssag of provisions for sales Accumulated amortization of finite-lived intangitdssets was
returns and allowances. The Company recorded awatice for doubtful $279,102 , $260,065 and $237,736 at December 3B 2012 and 2011,

accounts of $54,460 , $47,667 and $51,747 at Deeeth 2013 , 2012 and respectively. See Note 4 .

2011, respectively, to reduce Accounts receivabtéeir estimated net . . .
realizable value. The allowance was based on agsisiaf historical bad Impairment of long-lived assetslIn accordance with the Property, Plant

debts, a review of the aging of Accounts receivainie the current and Equipment Topic of the ASC, management evaiuerecoverability
creditworthiness of customers. Account receivablarces are written-off ~ and estimated remaining lives of lotiged assets whenever events or chai
against the allowance if a final determination néallectibility is made. Al In circumstances indicate that the carrying amouay not be recoverable or
provisions for allowances for doubtful collectiohazcounts are related to the the useful life has changed. See Notes 4 and 5 .

creditworthiness of accounts and are included Ihing§egeneral and

administrative expenses. Property, plant and equipment.Property, plant and equipment is ste

on the basis of cost. Depreciation is providedhaydtraight-line method.
Reserve for obsolescenc@he Company recorded a reserve for Depreciation and amortization are included in therapriate Cost of goods

obsolescence of $97,523 . $88,356 and $82,67 1 rbeer 31, 2013 , 2012 sold or Selling, general and administrative expearaggion on the Statements

and 2011 , respectively, to reduce Inventorietéir estimated net realizable ©f Consolidated Income. Included in Property, piamd equipment are
value. leasehold improvements. The major classes of agedtsanges of annual

depreciation rates are:
Goodwill. Goodwill represents the cost in excess of fair @alfinet

assets acquired in business combinations accofmtéy the purchase Buildings 2.5% —20.0%
method. In accordance with the Impairments TopithefASC, goodwill is Machinery and equipment 5.0% — 20.0%
tested for impairment on an annual basis and iwdmt annual tests if events Furniture and fixtures 10.0% — 33.3%
or circumstances indicate potential impairment. Set 4 . Automobiles and trucks 10.0% — 33.3%

Intangible assetsintangible assets include trademarks, non-compete
covenants and certain intangible property rightsréquired by the Goodwill

and Other Intangibles Topic of the ASC, indefirlited trademarks are not These agreements provide credit availability tovilweéous beneficiaries if

amortized, but instead are tested annually for impent, and between annual certain contractual events occur. Amounts outstapdnder these agreements

tests whenever an event occurs or circumstancésairdotential impairmer totaled $25,896 , $22,845 and $18,819 at Decenmhe?®3 , 2012 and
See Note 4 . The cost of finite-lived trademarks)-sompete covenants and 2011, respectively

certain intangible property rights are amortizecaatraightine basis over tr
expected period of benefit as follows:

Standby letters of credit. The Company occasionally enters into
standby letter of credit agreements to guarantdeusoperating activities.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(thousands of dollars unless otherwise indicated)

Product warranties. The Company offers product warranties for certain

products. The specific terms and conditions of suatranties vary dependit
on the product or customer contract requirementmadement estimated the
costs of unsettled product warranty claims basekiistorical results and
experience and included an amount in Other accriviEsagement
periodically assesses the adequacy of the acauptdéduct warranty claims
and adjusts the accrual as necessary. Changes @othpany’s accrual for
product warranty claims during 2013 , 2012 and 20htluding customer
satisfaction settlements during the year, werebeAis:

2013 2012 2011
Balance at January 1 $ 22,71 $ 22,07 $ 23,10¢
Charges to expense 33,26¢ 28,59( 29,957
Settlements (29,22() (27,95) (30,989
Balance at December 31 $ 26,75 % 22,71 $ 22,07:

Environmental matters. Capital expenditures for ongoing
environmental compliance measures were recordBdaperty, plant and
equipment, and related expenses were includecindhmal operating
expenses of conducting business. The Company @viea with
environmental investigation and remediation adégitit some of its currently
and formerly owned sites and at a number of thadypsites. The Company
accrued for environmental-related activities foia@hhcommitments or clean-
up plans have been developed and when such cagdtslimreasonably
estimated based on industry standards and profeggi@igment. All accrued
amounts were recorded on an undiscounted basig-oBmental-related
expenses included direct costs of investigationrantediation and indirect
costs such as compensation and benefits for emgsayieectly involved in th
investigation and remediation activities and feaisl po outside engineering,
consulting and law firms. See Notes 8 and 13 .

Employee Stock Purchase and Savings Plan and prefed stock. The
Company accounts for the Employee Stock Purchags&awings Plan
(ESOP) in accordance with the Employee Stock OvimigBlans Subtopic of
the Compensation — Stock Ownership Topic of the AB® Company
recognized compensation expense for amounts catgdtio the ESOP, and
the ESOP used dividends on unallocated preferraaksto service debt.
Unallocated preferred shares held by the ESOP matreonsidered
outstanding in calculating earnings per share ®@bmpany. See Note 11 .

Defined benefit pension and other postretirement beefit plans. The
Company accounts for its defined benefit pensiahather postretirement
benefit plans in accordance with the RetirementeienTopic of the ASC,
which requires the recognition of a plan’s fundedus as an asset for
overfunded plans and as a liability for unfundedioderfunded plans. See
Note 6.

Stock-based compensatiorThe cost of the Company’s stock-based
compensation is recorded in accordance with thekStmmpensation Topic
of the ASC. See Note 12 .
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Foreign currency translation. All consolidated non-highly inflationary
foreign operations use the local currency of thentxy of operation as the
functional currency and translated the local curyessset and liability
accounts at year-end exchange rates while incohexqrense accounts were
translated at average exchange rates. The restritinglation adjustments
were included in Cumulative other comprehensive,lascomponent of
Shareholders’ equity.

Cumulative other comprehensive lossAt December 31, 2013 , the
ending balance of Cumulative other comprehensisg ilocluded adjustments
for foreign currency translation of $250,943 , pgor service costs and net
actuarial losses related to pension and othergtgstment benefit plans of
$70,611 and unrealized net gains on marketableyes@curities of $510 . At
December 31, 2012 and 2011 , the ending balanCeiwiulative other
comprehensive loss included adjustments for foreignency translation of
$204,195 and $196,792 , respectively, net prioricercosts and net actuarial
losses related to pension and other postretirebemfit plans of $166,595
and $171,376 , respectively, and unrealized gainsarketable equity
securities of $401 and $290 , respectively.

Revenue recognitionAll revenues were recognized when products !
shipped and title had passed to unaffiliated custsirCollectibility of
amounts recorded as revenue was reasonably asgutedtime of
recognition.

Customer and vendor considerationThe Company offered certain
customers rebate and sales incentive programs wach classified as
reductions in Net sales. Such programs were ifiaim of volume rebates,
rebates that constituted a percentage of salesbatas for attaining certain
sales goals. The Company received consideration ¢é&rtain suppliers of re
materials in the form of volume rebates or reb#tasconstituted a percentz
of purchases. These rebates were recognized occambbasis by the
Company as a reduction of the purchase price afalvematerials and a
subsequent reduction of Cost of goods sold whenellaged product was sold.

Costs of goods soldncluded in Costs of goods sold were costs for
materials, manufacturing, distribution and relagegport. Distribution costs
included all expenses related to the




distribution of products including inbound freigitarges, purchase and
receiving costs, warehousing costs, internal tearsists and all costs
incurred to ship products. Also included in Codtga@ods sold were total
technical expenditures, which included researchdawtlopment costs,
quality control, product formulation expenditureglather similar items.
Research and development costs included in tedhexpanditures were
$47,042 , $44,648 and $41,719 for 2013 , 2012 &id 2 respectively.

Selling, general and administrative expenseSelling costs included
advertising expenses, marketing costs, employest@ne costs and sales
commissions. The cost of advertising was expenségdcarred. The Compa
incurred $262,492 , $247,469 and $227,303 in aihagtcosts during 2013,
2012 and 2011 , respectively. General and adménieer expenses included
human resources, legal, finance and other suppdradministrative
functions.

Earnings per share.Shares of preferred stock held in an unallocated
account of the ESOP (see Note 11 ) and common sieldkin a revocable
trust (see Note 1Pwere not considered outstanding shares for lmagiduted
income per common share calculations. All refererioé'shares” or “per
share” information throughout this report relatetonmon shares and are
stated on a diluted per common share basis, uatesswise indicated. Basic
and diluted net income per common share were cakailusing the two-class
method in accordance with the Earnings Per ComnhameST opic of the
ASC. Basic net income per common share amounts eeenputed based on
the weighted-average number of common shares adiagaduring the year.
Diluted net income per common share amounts warguated based on the
weighted-average number of common shares outstguptlis all dilutive
securities potentially outstanding during the y&sare Note 15 .

Impact of recently issued accounting standarddn February 2013, the
Financial Accounting Standards Board (FASB) issiedounting Standards
Update (ASU) No. 2013-2, which amends the Comprgkerincome Topic
of the Accounting Standards Codification (ASC). Tipelated standard
requires the presentation of information aboutassifications out of
accumulated other comprehensive income. ASU No3-20it effective for
fiscal years and interim periods within those ydmaginning after December
15, 2012. The Company has adopted the standargpmspective basis as
required. The updated standard affects the Comparsglosures but has no
impact on its results of operations, financial dbod or liquidity.

NOTE 2 — ACQUISITIONS

On November 9, 2012, the Company entered intoiaitieé Stock
Purchase Agreement to purchase all of the issug@uatstanding shares of
Consorcio Comex, S.A. de C.V. (Comex) for an aggtegurchase price of
approximately $2.34 billion , including assumed tdétowever, on July 17,
2013, the Federal Competition Commission of MexXi€ommission)
informed the Company that the acquisition of Comes not authorized. The
Company appealed the Commission's decision.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(thousands of dollars unless otherwise indicater

On September 16, 2013, the Stock Purchase Agreemaasnamended and
restated to extend the date by which the agreecaenbe terminated by either
party to March 31, 2014. Additionally, the Stockéhase Agreement was
amended to reflect a revised purchase price ofoappately $2.25 billion .
On October 29, 2013, the Commission informed them@any that the
Company's appeal relating to its pending acquisiibComex's Mexico
business was denied and the acquisition is nobaatid. The Company is
currently reviewing the Commission's decision andansidering all options,
including whether to refile with the Commission.rfiex is a leader in the
paint and coatings market in Mexico with headquarite Mexico City. Also
on September 16, 2013, the Company entered inéavadefinitive Stock
Purchase Agreement and completed the acquisiti@oofex's U.S./Canada
business for an aggregate consideration paid gP414 net of cash acquired.
The Company has engaged an independent valuatioridivalue the assets
of the acquired business. Substantially all ofvalkeiation firm's work has
been completed, and the Company has recorded ginepjate adjustments.
Once the valuation firm's work is finalized, ther@many will record any
remaining necessary adjustments. The acquisitisuitesl in the recognition
of goodwill and intangible assets. The U.S./Caraganess of Comex focus
on the manufacture and sale of paint and painteglproducts through retail
service centers under various proprietary branls.acquisition of the
U.S./Canada business of Comex strengthens théyatfiihe Paint Stores
Group and Consumer Group to serve customers ig&egraphic markets.

Effective December 18, 2012, the Company acquiiathdu Pulanna
Coating Co., Ltd. (Pulanna). Headquartered in Chhag, China, Pulanna it
leading automotive refinishes coatings manufactur€hina. The acquisition
strengthens the Global Finishes Group's establiphesknce in China and its
ability to serve automotive customers around thddvo

Effective June 1, 2012, the Company acquired Geadoklings
Corporation. Geocel manufactures innovative cakalants and adhesives
specially designed for tough construction and mreggplications in
commercial, residential, industrial and transpant4automotive markets.
Geocel has operations in both the United StatedJaiteéd Kingdom. The
acquisition strengthens the Consumer Group’s seafahadhesive market
position.
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The aggregate consideration paid for Pulanna amnd¢€evas $99,242 ,
net of cash acquired. Both acquisitions resultatiénrecognition of goodwill
and intangible assets. See Note 4 .

The completed acquisitions above have been acabimta@s purchases
and their results of operations have been incluidélde consolidated financial
statements since the date of acquisition.

The following unaudited pro-forma summary preseotssolidated
financial information as if the U.S./Canada bussnesComex, Pulanna and
Geocel had been acquired at the beginning of 2012 unaudited pro-forma
consolidated financial information does not neceigseeflect the actual
results that would have occurred had the acquisittaken place on Januan
2012 or the future results of operations of the loioild companies under
ownership and operation of the Company.

2013 2012
Net sales $ 10,540,148 $ 10,101,50
Net income 725,77: 594,63:
Net income per common share:
Basic 7.1z 5.8C
Diluted 6.9¢ 5.6¢

NOTE 3 — INVENTORIES

Inventories were stated at the lower of cost orketawith cost
determined principally on the last-in, first-outiflO) method. The following
presents the effect on inventories, net incomeredncome per common
share had the Company used the first-in, firsttBUEO) inventory valuation
method adjusted for income taxes at the statuttieyand assuming no other
adjustments. Management believes that the useF@ krésults in a better
matching of costs and revenues. This informatigrésented to enable the
reader to make comparisons with companies usingith® method of
inventory valuation. During 2013 , 2012 and 20t#rtain inventories
accounted for on the LIFO method were reduced|tiagun the liquidation
of certain quantities carried at costs prevailimgiior years. The 2013 and
2011 liquidations increased net income by $169%in@67 , respectively,
while the 2012 liquidations reduced net income b§Gh.

2013

2012 2011

Percentage of total
inventories on LIFO

Excess of FIFO over
LIFO $

Increase (decrease) in net
income due to LIFO

Increase (decrease) in net
income per common
share due to LIFO

75% 75% 7%

337,21« $ 357,30« $ 378,98t

12,29¢ 13,36¢ (62,63¢)

12 13 (.59
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NOTE 4 — GOODWILL, INTANGIBLE AND LONG-LIVED ASSETS

During 2013, the Company recognized $1,885 of galbdwd $466 of
indefinite-lived trademarks in the acquisition bétU.S./Canada business of
Comex. Acquired customer relationships valued s232are being amortize
over 7 years from the date of acquisition.

During 2012 and 2013, the Company recognized $6000g0odwill
and $968 of indefinite-lived trademarks relatethi® 2012 acquisitions of
Geocel and Pulanna. Acquired customer relationskirgte-lived trademarks,
intellectual property and covenants not to competegnized in these
acquisitions valued at $25,120 , $13,000 , $4,96b%1,335 respectively, a
being amortized over periods ranging from 3 to &éarg from the date of
acquisition.

During 2011, the Company recognized $5,039 of gadlbdwthe
acquisition of Leighs Paints. Acquired technologgdemarks and customer
relationships recognized in this acquisition valae84,794 , $2,125 and
$1,918, respectively, are being amortized oveiogsiranging from 5 to 10
years from the date of acquisition.

In accordance with the Property, Plant and Equigriiepic of the ASC,
whenever events or changes in circumstances irdibat the carrying value
of long-lived assets may not be recoverable outieful life may have
changed, impairment tests are to be performed.ddodnted cash flows are
be used to calculate the recoverable value of lmeghassets to determine if
such assets are impaired. Where impairment isifaehta discounted cash
flow valuation model, incorporating discount ratesnmensurate with the
risks involved for each group of assets, is to $eduito determine the fair va
for the assets to measure any potential impairment.

In 2011, a reduction in the carrying value of pmyeplant and
equipment associated with a facility closed du206§8 was recorded (see
Note 5).

In accordance with the Goodwill and Other IntanggbT opic of the
ASC, goodwill and indefinite-lived intangible assare tested for impairment
annually, and interim impairment tests are perfamwbenever an event
occurs or circumstances change that indicate aairmpent has more likely
than not occurred. October 1 has been establishigtld annual impairment
review. At the time of impairment testing, values astimated separately for
goodwill and trademarks with indefinite lives usiagliscounted cash flow
valuation model, incorporating discount rates comsoeate with the risks
involved for each group of assets. An optional fative assessment may
alleviate the need to perform the quantitative gathdmpairment test when
impairment is unlikely. The Company used the qatlie assessment for ec
of its reporting units in 2013 and 2012. Impairnseott trademarks with
indefinite lives have been reported as a separaér the Statements of
Consolidated Income.




The annual impairment review performed as of Oatdh@013 did not
result in any goodwill or trademark impairment.

The annual impairment review performed as of Oatdh@012 resulted
in trademark impairments in the Paint Stores Grang Global Finishes
Group of $3,400 and $686 , respectively, and nalgdbimpairment. The
trademark impairments related primarily to the pkch conversion of various
acquired brands.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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The annual impairment review performed as of Oatdh@011 resulted
in trademark impairments in the Paint Stores Grang Global Finishes
Group of $4,669 and $823 , respectively, and nalgdbimpairment. The
trademark impairments related primarily to loweastkanticipated sales of
acquired brands.

Amortization of finite-lived intangible assets is fllows for the next
five years: $28,172 in 2014 , $25,362 in 2015 ,,%$20 in 2016 and $15,097
in 2017 and $13,324 in 2018 .

A summary of changes in the Company'’s carrying eafigoodwill by reportable segment is as follows:

Paint Stores Consumer F?r!iost;]iels Latin America Consolidated
Goodwill Group Group Group Coatings Group Totals
Balance at January 1, 2091 $ 286,74: $ 689,38 $ 115,71¢ $ 10,607 $ 1,102,45
Acquisitions 5,03¢ 5,03¢
Currency and other adjustments 254 (109) (40€) 774 511
Balance at December 31, 2021 286,99¢ 689,27¢ 120,35( 11,38: 1,108,00:
Acquisitions 17,35} 24,70° 42,06«
Currency and other adjustments (219 (3449 7,23( (739) 5,93
Balance at December 31, 2022 286,78 706,29:. 152,28 10,64 1,156,00:
Acquisitions 1,88¢ 17,96: 19,84¢
Currency and other adjustments (2,369 (2,94)) 8,04¢ (904) 2,83¢
Balance at December 31, 2013 $ 287,30 $ 703,35.  $ 178,29t % 9,73¢ % 1,178,68
(&) Net of accumulated impairment losse$8,904 ( $8,113 in the Consumer Group and $7%he Global Finishes Grou
A summary of the Company’s carrying value of intéleassets is as follows:
Finite-lived intangible assets W-irtrhaidnedn;ﬁr?i(tz intgﬂt;ilble
Software All other Subtotal lives assets
December 31, 2013
Weighted-average amortization period 8 years 10 year: 9 years
Gross $ 114,40: $ 327,96 $ 442,36t
Accumulated amortization (77,019 (202,08 (279,107
Net value $ 37,38 $ 125,87¢ $ 163,26: $ 150,03 $ 313,29¢
December 31, 2012
Weighted-average amortization period 8 year: 12 year 11 year
Gross $ 107,77¢ % 337,08 $ 444,86¢
Accumulated amortization (66,10¢) (193,959 (260,06")
Net value $ 41,67  $ 143,13( % 184,80. $ 162,75  $ 347,55:
December 31, 2011
Weighted-average amortization period 7 year: 13 year 11 year
Gross $ 109,40: $ 274,08t $ 383,48
Accumulated amortization (60,030 (177,701 (237,73f)
Net value $ 49370 % 96,38 $ 145,75.  $ 160,12: $ 305,87

NOTE 5 — EXIT OR DISPOSAL ACTIVITIES

Management is continually re-evaluating the Comjsaperating
facilities, including acquired operating facilitieggainst its londerm strateqgi
goals. Liabilities associated with exit or dispoaetivities are recognized as
incurred in accordance with the Exit or DisposastdDbligations Topic of th
ASC. Provisions for qualified exit costs are matitha time a facility is no
longer operational. Qualified exit costs primaritglude post-closure rent
expenses or costs to terminate the

contract before the end of its term and costs gileyee terminations.
Adjustments may be made to liabilities accruedgfaalified exit costs if
information becomes available upon which more ateuamounts can be
reasonably estimated.
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Concurrently, property, plant and equipment isg@$or impairment in
accordance with the Property, Plant and EquipmeptcTof the ASC, and if
impairment exists, the carrying value of the relassets is reduced to
estimated fair value. Additional impairment mayrbeorded for subsequent
revisions in estimated fair value. Adjustments tierpprovisions and
additional impairment charges for property, plamd aquipment of closed
sites being held for disposal are recorded in Ogleeleral expense — net.

During 2013, 5 facilities and 16 stores and braachere closed due to
lower demand or redundancy. Provisions for severamel other qualified e»
cost of $1,004 $598, $278 and $128/ere charged to the Paint Stores Gr¢
Consumer Group, Global Finishes Group and Latin AcaeCoatings Group,
respectively. Provisions for severance and othalified exit costs and
adjustments to prior provisions related to manufiacg facilities, distribution
facilities, stores and branches closed prior ta326f1$2,679 were recorded.

During 2012, 1%tores and branches were closed due to lower deor
redundancy. Provisions for severance and otheifigabaéxit cost of $7,363
and $313 were charged to the Global Finishes GamapPaint Stores Group,
respectively. There were no provisions for sevezaar other qualified exit
costs charged to the Consumer Group or Latin AragZigatings Group.
Adjustments to prior provisions related to manufeiayg facilities, distributiol
facilities, stores and branches closed prior ta226f1$(4,942) were recorded.

During 2011, 2&tores and branches were closed due to lower deor.
redundancy. Provisions for severance and otheifighéxit costs of $913 ,
$339 and $182 were charged to the Global Finisliesfs Consumer Group
and Paint Stores Group, respectively. There wengroisions for severance
and other qualified exit costs charged to the LAtimerica Coatings Group.
Adjustments to prior provisions related to manufeiag facilities, distributiol
facilities, stores and branches closed prior tal26f1$(900) were recorded. In
2011, a reduction of $3,263 in the carrying valtiproperty, plant and
equipment associated with a facility closed in 2@@8& recorded in the Paint
Stores Group.

At December 31, 2013, a portion of the remainiograal for qualified
exit costs relating to facilities shutdown prior2@11 is expected to be
incurred by the end of 2014 . The remaining portibthe ending accrual for
facilities shutdown prior to 2011 primarily represed post-closure
contractual expenses related to certain ownedtfasiwhich are closed and
being held for disposal or involved in ongoing eamimental-related
activities. The Company cannot reasonably estimvaen such matters will t
concluded to permit disposition.

The tables on the following pages summarize thigigcand remaining
liabilities associated with qualified exit costs:

Actual Adjustments to
Balance at Provisions in expenditures prior provisions Balance at
December 31, Cost of goods charged to in Other general December 31,
Exit Plan 2012 sold or SG&A accrual expense - net 2013
Paint Stores Group stores shutdown in 2013:
Severance and related costs $ 1,00¢ % (27) $ 971
Consumer Group facilities shutdown in 2013:
Severance and related costs 59¢ 59¢
Global Finishes Group branches shutdown in 2013:
Severance and related costs 27¢ (25) 252
Latin America Coatings Group facilities
shutdown in 2013:
Severance and related costs 12z 12¢
Paint Stores Group stores shutdown in 2012:
Other qualified exit costs $ 31z 68 $ ) 244
Global Finishes Group facilities shutdown in 2012:
Severance and related costs 2,23¢ 2,53 (2,592) 2,171
Other qualified exit costs 3,43( 83 (3,530) 10C 83
Global Finishes Group branches shutdown in 2011:
Other qualified exit costs 29C (222) 68
Other qualified exit costs for facilities
shutdown prior to 2011 2,28¢ (955) (36) 1,297
Totals $ 8551 $ 461¢ $ (7,419 $ 63 $ 5,82(
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Actual Adjustments to
Balance at Provisions in expenditures prior provisions Balance at
December 31, Cost of goods charged to in Other general December 31,
Exit Plan 2011 sold or SG&A accrual expense - net 2012
Paint Stores Group stores shutdown
in 2012:
Other qualified exit costs 31z $ 31:
Global Finishes Group facility shutdown
in 2012:
Severance and related costs 393 % (1,697) 2,23¢
Other qualified exit costs 3,43( 3,43(
Consumer Group manufacturing facilities
shutdown in 2011:
Severance and related costs 197 (139%) (64)
Paint Stores Group stores shutdown
in 2011:
Other qualified exit costs 15€ (144) (12
Global Finishes Group branches shutdown
in 2011:
Severance and related costs 12¢ (134) 5
Other qualified exit costs 47C (180) 29C
Global Finishes Group branches shutdown
in 2010:
Other qualified exit costs 95¢ (139) 822
Other qualified exit costs for facilities
shutdown prior to 2010 8,49: (2,156 (4,87)) 1,46¢
Totals 10,40( 7,67¢ $ (4,577 (4947 3 8,551
Actual Adjustments to
Balance at Provisions in expenditures prior provisions Balance at
January 1, Cost of goods charged to in Other general December 31,
Exit Plan 2011 sold or SG&A accrual expense - net 2011
Consumer Group manufacturing facilities
shutdown in 2011:
Severance and related costs 33 $ (142 $ 197
Paint Stores Group stores shutdown in 2011:
Other qualified exit costs 182 (26) 15€
Global Finishes Group branches shutdown
in 2011:
Severance and related costs 31€ (187 12¢
Other qualified exit costs 597 (127) 47C
Global Finishes Group branches shutdown
in 2010:
Other qualified exit costs 1,114 (159) 95E
Paint Stores Group stores shutdown in 2010:
Other qualified exit costs 4 4
Paint Stores Group stores shutdown in 2009:
Other qualified exit costs 2,022 (80E) 3 1,22(
Global Finishes Group manufacturing facility
and branches shutdown in 2009:
Other qualified exit costs 1,82( (91€) 262 1,16¢
Consumer Group manufacturing facilities
shutdown in 2009:
Other qualified exit costs 721 (245) (74 402
Other qualified exit costs for facilities
shutdown prior to 2009 10,36¢ (3,577) (12,0879 5,707
Totals 16,047 143 $ (6,181) (900 $ 10,40(
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NOTE 6 — PENSION, HEALTH CARE AND
POSTRETIREMENT BENEFITS OTHER THAN PENSIONS

The Company provides pension benefits to substhngithemployees
through primarily noncontributory defined contrilmut or defined benefit
plans and certain health care and life insurancefite to domestic active
employees and eligible retirees. In accordance thighRetirement Benefits
Topic of the ASC, the Company recognizes an assatverfunded defined
benefit pension or other postretirement benefihpland a liability for
unfunded or underfunded plans. In addition, acdl@éins and losses and
prior service costs of such plans are recordecdlim@ative other
comprehensive loss, a component of Shareholdeuityedhe amounts
recorded in Cumulative other comprehensive loskogittinue to be modified
as actuarial assumptions and service costs chandall such amounts will
be amortized to expense over a period of yearsifir¢the net pension cost
(credit) and net periodic benefit cost.

Health care plans.The Company provides certain domestic health car
plans that are contributory and contain cost-sigadiéatures such as
deductibles and coinsurance. There were 19,44®B0%&nd 18,189 active
employees entitled to receive benefits under théses at December 31,
2013, 2012 and 2011 , respectively. The costeddtbenefits for active
employees, which includes claims incurred and ddimaurred but not
reported, amounted to $174,588 , $163,011 and $0%50r 2013, 2012 and
2011, respectively.

Defined contribution pension plans.The Company’s annual
contribution for its domestic defined contributipension plan was $27,803 ,
$25,147 and $23,344 for 2013 , 2012 and 2QEEpectively. The contributic
percentage ranges from two percent to seven pesfenmpensation for
covered employees based on an age and servicelforfrasets in employee
accounts of the domestic defined contribution pmamgpian are invested in
various investment funds as directed by the paaitis. These investment
funds did not own a significant number of sharethefCompany’s common
stock for any year presented.

The Company’s annual contribution for its foreigefided contribution
pension plans, which is based on various percestaigeompensation for
covered employees up to certain limits, was $1,428621 and $3,807 for
2013, 2012 and 2011 , respectively. Assets in epgal accounts of the
foreign defined contribution pension plans are #ted in various investment
funds. These investment funds did not own a sigaifi number of shares of
the Company’s common stock for any year presented.

Eligible domestic salaried employees hired or redhbetween January 1,
2002 and September 30, 2011 became participathe irevised domestic
salaried defined benefit pension plan upon comptedif six months of
service. All employees who became participantsraafter January 1, 2002
and before January 1, 2005 were credited with icectantribution credits
equivalent to six percent of their salary. All eoy#es who became
participants on or after January 1, 2005 were teddvith certain contributio
credits that range from two percent to seven pém@ecompensation based on
an age and service formula. Effective July 1, 2008 domestic salaried
defined benefit pension plan was revised, andafileyees who become
participants on or after January 1, 2002 were teddith certain contributio
credits that range from two percent to seven peémecompensation based on
an age and service formula. Contribution crediésscanverted into units to
account for each participant’s benefits. Participanill receive a variable
annuity benefit upon retirement or a lump sum distion upon termination
(if vested). The variable annuity benefit is subjecthe hypothetical returns
@chieved on each participant’s allocation of ufiiben investments in various
investment funds as directed by the participanht@loution credits to the
revised domestic salaried defined benefit pensian are being funded
through existing plan assets. Effective Octob&201,1, the domestic salaried
defined benefit pension plan was frozen for newsyiand all newly hired
U.S. non-collectively bargained employees are leliigio participate in the
Company’s domestic defined contribution plan.

In connection with the 2013 acquisition of Coméx'S./Canada
business, the Company acquired a domestic defier€fih pension plan
(Comex Plan). The Comex Plan was merged into theg2oy's salaried
defined benefit pension plan as of November 293243d was frozen for new
participants as of December 31, 2013. Accrued litsreafid vesting service
under the Comex Plan were credited under the Coy'gpdomestic salaried
defined benefit pension plan.

At December 31, 2013, the domestic salaried andydefined benefit
pension plans were overfunded, with a projectecfieobligation of
$582,036 , fair value of plan assets of $870,38bextess plan assets of
$288,350 . The plans are funded in accordancealliipplicable regulations
at December 31, 2013 and no funding will be reqlLine2014 . At
December 31, 2012, the domestic salaried definadftigpension plan was
overfunded, with a projected benefit obligatior$s8fL3,964, fair value of plai
assets of $559,552 and excess plan assets of 88456d the domestic
hourly defined benefit pension plan was underfundeth a projected benefit
obligation of $152,863 , fair value of plan assEt$144,011 and a deficiency
of plan assets of $8,852At December 31, 2011, the domestic salaried dd

Defined benefit pension plansThe Company has one salaried and onebenefit pension plan was overfunded, with a prejedttenefit obligation of

hourly domestic defined benefit pension plan, avehty foreign defined
benefit pension plans, including three Canadiangkcquired in connection

$269,314 , fair value of plan assets of $487,99Dextess plan assets of
$218,676 , and the domestic hourly defined bepefision plan was

with the 2013 acquisition of Comex's U.S./Canadsiriess and one European underfunded, with a projected benefit obligatiorsd#0,715 , fair value of

plan acquired in connection with the 2011 acquisitf Leighs Paints. All
participants in the domestic salaried defined bepehsion plan prior to
January 1, 2002 retain the previous defined befafitula for computing
benefits with certain modifications for active eyses.
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plan assets of $126,473 and a deficiency of plaata®f $14,242 .




At December 31, 2013, fifteen of the Comparfgreign defined benel
pension plans were unfunded or underfunded, withtioned accumulated
benefit obligations, projected benefit obligatiofast values of net assets and
deficiencies of plan assets of $124,08156,423 , $104,282 and $52,141 ,
respectively. An increase of $54,238 from 2012him ¢combined projected
benefit obligations of all foreign defined bengf@nsion plans was primarily
due to the acquisition of three Canadian definetkfiepension plans in
connection with the 2013 acquisition of Comex's.IC8nada business and
changes in plan assumptions.

The Company expects to make the following benefyinpents for all
domestic and foreign defined benefit pension

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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plans: $60,725 in 2014; $60,759 in 2015; $61,7420h6; $62,755 in 2017,
$63,631 in 2018; and $289,290 in 2019 through 2088. Company expects
to contribute $8,130 to the foreign plans in 2014 .

The estimated net actuarial losses and prior sefei@dits) for the
defined benefit pension plans that are expectés mortized from
Cumulative other comprehensive loss into the nesjoa costs in 2014 are
$1,423 and $1,837 , respectively.

The following table summarizes the components efribt pension costs
and Cumulative other comprehensive loss relatéhetalefined benefit
pension plans:

Domestic Foreign
Defined Benefit Pension Plans Defined Benefit Pension Plans
2013 2012 2011 2013 2012 2011
Net pension costs:
Service costs $ 2317¢ $ 1906 $ 17,937 $ 503¢ $ 3,65¢ § 3,05t
Interest costs 18,44« 17,44: 18,60z 7,94( 6,927 5,954
Expected returns on plan assets (42,93) (44,84) (46,44)) (7,487 (6,799 (5,535
Amortization of prior service costs 1,82% 1,591 1,63
Amortization of actuarial losses 13,145 22,20t 16,86¢ 1,71¢€ 1,022 49z
Ongoing pension costs 13,65:¢ 15,45¢ 8,59/ 7,20¢ 4,80¢ 3,967
Settlement costs (credits) (220 47 (235
Net pension costs 13,65: 15,45¢ 8,594 6,98¢ 4,851 3,732
Other changes in plan assets and projected benefit
obligation recognized in Cumulative other comprediamloss
(before taxes):
Net actuarial (gains) losses arising during the yea (90,669 (26,459 48,74 (5,487 14,13: 15,94
Prior service costs during the year 1,75¢€ 2,49t 1,19t
Amortization of prior service costs (1,829 (1,597 (1,635
Amortization of actuarial losses (13,14 (22,209 (16,86%) (1,716 (2,029 (499
Exchange rate gain (loss) recognized during year 81¢ 1,46¢ (387)
Total recognized in Cumulative other
comprehensive loss (103,88)) (47,760 31,44( (6,389 14,57: 15,06¢
Total recognized in net pension costs
and Cumulative other comprehensive loss $ (90,23) $ (32,30) $ 40,03« % 604 $ 1942« §  18,79¢

The Company employs a total return investment aggrdor the
domestic and foreign defined benefit pension pksets. A mix of equities
and fixed income investments are used to maxinhieddng-term return of
assets for a prudent level of risk. In determirtimg expected longerm rate o
return on defined benefit pension plan assets,

management considers the historical rates of retiennature of investments
and an expectation of future investment stratediks.target allocations for
plan assets are 45 — 65 percent equity securitié8@ — 40 percent fixed
income securities.
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The following tables summarize the fair value o thefined benefit pension plan assets at Decenih@03.3 , 2012 and 2011 :

Investments at fair value:
Short-term investmentd
Equity investment®
Fixed income investmenfs
Other asset8

Investments at fair value:
Short-term investmentd
Equity investment®
Fixed income investmenf$
Other asset®

Investments at fair value:
Short-term investment¥
Equity investment®
Fixed income investmenf$

Other assetd

Quoted Prices in

Active Markets for Significant Other Significant
Fair Value at Identical Observable Unobservable
December 31, Assets Inputs Inputs
2013 (Level 1) (Level 2) (Level 3)
15,05¢ $ 1,941 13,11«
736,87: 419,77¢ 317,09¢
255,92° 125,37 130,55(
47,49¢ 29,55¢ $ 17,94:
1,055,34 $ 547,09° 490,31: $ 17,94:
Quoted Prices in
Active Markets for Significant Other
Fair Value at Identical Observable Significant
December 31, Assets Inputs Unobservable Inputs
2012 (Level 1) (Level 2) (Level 3)
68,79¢ 68,79t
490,99 $ 243,55! 247 ,44(
239,55¢ 131,27¢ 108,28:
37,23( 18,38( $ 18,85(
836,57t $ 374,82 442,89° $ 18,85(
Quoted Prices in
Active Markets for Significant Other
Fair Value at Identical Observable Significant
December 31, Assets Inputs Unobservable Inputs
2011 (Level 1) (Level 2) (Level 3)
9,40¢ 9,40¢
482,69 $ 268,30 214,38
202,93¢ 103,48! 99,45¢
37,48: 16,58: $ 20,90(
732,52 $ 371,79: 339,83: $ 20,90(

(a) This category includes a full range of high qualgthior-term money market securiti
(b) This category includes actively managed equitytagbat track primarily to the S&P 5l
(c) This category includes government and corporate®&dimat track primarily to the Barclays Capital Aggpte Bond Inde

(d) This category consists of venture capital fu

The following tables summarize the changes in direvialue of the defined benefit pension plan assktssified as level 3 at December 31, 2013, 2012

and 2011 :

Other assets

Other assets

Fixed income investments

Other asset

Balance at Balance at
December 31, Realized and December 31,
2012 Dispositions Unrealized Gains 2013
$ 18,85( $ (4,06¢) $ 3,15¢ $ 17,94:
Balance at Balance at
December 31, Realized and December 31,
2011 Dispositions Unrealized Gains 2012
$ 20,90( $ (3,829 $ 1,771 $ 18,85(
Balance at Balance at
January 1, Realized and December 31,
2011 Dispositions Unrealized Gains 2011
$ 5,53t $ (5,717 $ 182
19.15: (1.389 3.137 $ 20.90(
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Included as equity investments in the domesticngefibenefit pension plan assets at December 3B8,28de 300,000 shares of the Company’s common

stock with a market value of $55,050 , represerfir3gpercent of total domestic plan assets. Dividereceived on the Company’s common stock durifig20
totaled $600 .

The following table summarizes the obligationsnpasets and assumptions used for the definedibpee$ion plans, which are all measured as of
December 31:

Domestic Foreign
Defined Benefit Pension Plans Defined Benefit Pension Plans
2013 2012 2011 2013 2012 2011

Accumulated benefit obligations
at end of year $ 577,73t $ 460,59: % 415,16  $ 187,67( $ 142,76¢  $ 121,13

Projected benefit obligations:

Balances at beginning of year $ 466,82 $ 410,02¢ $ 390,25 % 168,75¢ $ 141,46! $ 85,93¢
Service costs 23,17¢ 19,06: 17,93 5,03¢ 3,65¢ 3,05¢
Interest costs 18,44« 17,44 18,60: 7,94( 6,927 5,95¢
Actuarial (gains) losses (5,48¢) 48,34¢ 8,42¢ 5,93¢ 17,53: 11,39
Acquisitions of businesses and other 113,17« 2,49¢ 1,19¢ 39,62: (975) 42,13
Effect of foreign exchange 1,54¢ 6,63 (3,760
Benefits paid (34,09)) (30,54%) (26,38 (5,85]) (6,47¢) (3,249
Balances at end of year 582,03¢ 466,82 410,02¢ 222,99¢ 168,75t 141,46!
Plan assets:
Balances at beginning of year 703,56: 614,46: 634,72¢ 133,01 118,06( 65,74¢
Actual returns on plan assets 128,11° 119,64 6,12% 20,31¢ 10,20: 987
Acquisitions of businesses and other 72,80: 36,10¢ 6,20¢ 57,76
Effect of foreign exchange 1,37¢ 5,02t (3,190
Benefits paid (34,09)) (30,547 (26,389 (5,85)) (6,47¢) (3,249
Balances at end of year 870,38t 703,56: 614,46: 184,96: 133,01: 118,06(
Excess (deficient) plan assets over
projected benefit obligations $ 288,35( $ 236,73t  $ 204,43  $ (38,03) $ (35,74H % (23,405

Assets and liabilities recognized in the
Consolidated Balance Sheets:

Deferred pension assets $ 288,35( $ 24558 $ 218,67t % 14,09¢ $ 432:  $ 9,67¢
Other accruals (1,12¢) (869) (829)
Other long-term liabilities (8,852 (14,247 (51,009 (39,199 (32,25()

$ 28835( $ 23673 $ 20443 $  (3803) $  (3574) $ (23,409

Amounts recognized in Cumulative other
comprehensive loss:

Net actuarial losses $ (59,27) $ (163,08) $ (211,75) $ (35,18) % (41,567 $ (26,999
Prior service costs (6,049 (6,110 (5,20¢)
$ (65,31 $ (169,199 $  (216,95) $ (35,18) % (41,567 $ (26,999

Weighted-average assumptions used to
determine projected benefit obligations:

Discount rate 4.65% 3.7%% 4.4(% 4.85% 4.58% 4.92%

Rate of compensation increase 4.0(% 4.0(% 4.0(% 4.31% 4.08% 4.05%

Weighted-average assumptions used to
determine net pension costs:

Discount rate 3.7% 4.4(% 4.91% 4.58% 4.9%% 5.4&%
Expected long-term rate of

return on assets 6.0(% 7.5(% 7.5(% 5.67% 6.04% 6.12%
Rate of compensation increase 4.0(% 4.0(% 4.0(% 4.08% 4.0/% 4.0€%

59




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(thousands of dollars unless otherwise indicated)

Postretirement Benefits Other Than PensionsEmployees of the insurance benefits upon retirement, subject tdehas of the unfunded plans.
Company hired in the United States prior to Janda993 who are not There were 4,419 , 4,402 and 4,436 retired emptogaétled to receive such
members of a collective bargaining unit, and cergaoups of employees postretirement benefits at December 31, 2013 , 2022011 , respectively.

added through acquisitions, are eligible for heedtte and life

The following table summarizes the obligation almel &ssumptions used for postretirement benefitr dfilan pensions:

Postretirement Benefits Other than Pensions

2013 2012 2011

Benefit obligation:

Balance at beginning of year - unfunded $ 338,13« $ 316,79" $ 315,57.

Service cost 3,061 2,94¢ 3,49¢

Interest cost 12,18:¢ 13,52( 15,58(

Actuarial (gain) loss (53,09¢) 18,96: (3,96%)

Benefits paid (13,63;) (14,08 (13,88))

Balance at end of year - unfunded $ 286,65: $ 338,13: % 316,79
Liabilities recognized in the Consolidated BalaSteets:

Postretirement benefits other than pensions $ (268,87) % (320,22) $ (297,529

Other accruals 7,777 (17,91) (19,267

$ (286,65) $ (338,13) $ (316,79Y)

Amounts recognized in Cumulative other comprehenkigs:

Net actuarial losses $ 8,287) $ (62,819 $ (45,56))

Prior service costs 2,508 32¢ 98¢

$ (5.78) % (62,48() $ (44,582

Weighted-average assumptions used to determindibebiégation:

Discount rate 4.6(% 3.7(% 4.4(%

Health care cost trend rate - pre-65 7.5(% 8.0(% 8.0(%

Health care cost trend rate - post-65 6.5(% 8.0(% 8.0(%

Prescription drug cost increases 7.0(% 8.0(% 8.0(%
Weighted-average assumptions used to determirgeniedic benefit cost:

Discount rate 3.7(% 4.4(% 5.1(%

Health care cost trend rate - pre-65 8.0(% 8.0(% 7.5(%

Health care cost trend rate - post-65 8.0(% 8.0(% 7.5(%

Prescription drug cost increases 8.0(% 8.0(% 8.0(%

The following table summarizes the components efrtét periodic benefit cost and cumulative othenehensive loss related to postretirement
benefits other than pensions:



Net periodic benefit cost:
Service cost
Interest cost
Amortization of actuarial losses
Amortization of prior service credit

Net periodic benefit cost

Other changes in projected benefit obligation recey in
Cumulative other comprehensive loss (before taxes):

Net actuarial (gain) loss
Amortization of actuarial losses
Amortization of prior service credit

Total recognized in Cumulative other comprehenkige

Total recognized in net periodic benefit cost and
Cumulative other comprehensive loss
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Postretirement Benefits Other than Pensions

2013 2012 2011

3061 $ 2,94¢ 3,49t
12,18 13,52( 15,58
3,93¢ 1,718 2,50¢
(329 (65€) (657)
18,85( 17,52 20,92
(53,099 18,96 (3,96¢)
(3,939 (1,719 (2,508
32¢ 65¢€ 657
(56,709 17,90: (5,819
(37,859 $ 35,42 15,11
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The estimated prior service credit for postretiratrigenefits other than

pensions that is expected to be amortized from Qativa other prescription drug benefit under Medicare (Medidaget D) as well as a
comprehensive loss into net periodic benefit co014 is $(503) . federal subsidy to sponsors of retiree health barefit plans that provide a
benefit that is at least actuarially equivalenMedicare Part D. In accordance

The assumed health care cost trend rate and greésordrug cost with the accounting guidance related to the Medicsat included in the

increases used to determine the net periodic herusi for postretirement Retirement Benefits Topic of the ASC, the effedtthe federal subsidy

health care benefits for 2014 both decrease in sactessive year until resulted in a $21,400 reduction of the accumulptesiretirement benefit

reaching 5.0 percent in 2022 . The assumed heaféhand prescription drug obligation for benefits attributed to past servietjch was recognized

cost trend rates have a significant effect on theunts reported for the prospectively beginning July 1, 2004. During 20ths recognition resulted

postretirement health care benefit obligation. &-percentage-point change a $5,712 reduction of the net periodic benefit cafiich consisted of changes
in assumed health care and prescription drug cest rates would have had in actuarial experience and reductions in intecest of $5,278 and $434 ,
the following effects at December 31, 2013 : respectively. During 2011, this recognition restilie a $7,073 reduction of
the net periodic benefit cost, which consistedrafrges in actuarial
One-Percentage-Point experience and reductions in interest cost of 66881 $242 , respectively.

Increase (Decrease) There is no expense impact in years after 20_12cdth£ elimir_lation of the
Effect on total of service and interest cost tax deduction previously allowed for the Medicaset® subsidy.
SOl RN : : $ 14t $ (158) The Company expects to make retiree health carefibeash payments
Effect on the postretirement benefit and to receive Medicare Part D prescription cashtrersements as follows:
obligation $ 2,95: $ (3,120

The Medicare Prescription Drug, Improvement and &toiation Act o
2003 (the Medicare Act) introduced a

Retiree Health Medicare Prescription Expected Cash

Care Benefits Reimbursement Payments - Net
2014 $ 19,11¢  $ 1,34) $ 17,77
2015 20,39 (1,517 18,88«
2016 21,39¢ (1,680) 19,71¢
2017 22,26( 22,26(
2018 22,60¢ 22,60¢
2019 through 2023 109,63t 109,63t
Total expected benefit cash payments $ 215410 $ (453) $ 210,87
NOTE 7 — DEBT
Long-term debt

Due Date 2013 2012 2011
1.35% Senior Notes 2017 $ 699,270 $ 699,09:
4.00% Senior Notes 2042 298,54¢ 298,49
7.375% Debentures 2027 119,36¢ 129,06( $ 129,05t
7.45% Debentures 2097 3,50( 3,50( 3,50(
2.00% to 2.02% Promissory Notes Through 2023 1,68t 2,10¢ 6,80¢
3.125% Senior Notes 2014 499,91. 499,86
$ 1,122,37.  $ 1,632,160 $ 639,23:

Maturities of long-term debt are as follows for tiext five years: $502,991 in 2014; $355 in 2018, Bin 2016; $700,150 in 2017 and $153 in 2018.
Interest expense on long-term debt was $57,948,188 and $31,883 for 2013 , 2012 and 2011 , ré¢ispéc

Among other restrictions, the Company’s Notes, Délres and these borrowings may result. The Company was inptiamce with all
revolving credit agreement contain certain covenaglating to liens, ratings covenants for all years presented.
changes, merger and sale of assets, consolidate@¢e and change of
control as defined in the agreements. In the eskdéfault under any one of
these arrangements, acceleration of the maturigngfone or more of
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On December 4, 2012, the Company issued $700,00(856% Senior
Notes due 2017 ar$300,000 of 4.00% Senior Notes due 2042. The Senior
Notes are covered under a shelf registration filétl the Securities an
Exchange Commission (SEC) on December 16, 2009piideeeds are being
used for general corporate purposes, includingyrapat of short-term
borrowings and financing acquisitions.

Short-term borrowings. At December 31, 2013 and 2012, there were
borrowings outstanding under the domestic commigpaiper program. At
December 31, 2011, borrowings outstanding undeddimeestic commercial
paper program totaled $264,902 and were includ&hort-term borrowings.
The weighted-average interest rate related to thesewings was 0.2% at
December 31, 2011. Borrowings outstanding undaouarforeign programs
of $96,551 , $69,035 and $81,375 at December 3113,22012 and 2011,
respectively, were included in Short-term borrovginghe weighted-average
interest rate related to these borrowings was 7.8%% and 4.9% at
December 31, 2013, 2012 and 2011, respectively.

On September 19, 2012, Sherwin-Williams Luxembduagr.l., a
wholly-owned subsidiary of the Company, entered a€95,000 (Euro) five -
year revolving credit facility. This facility reptad the existing €97,0qQ&uro)
credit facility. On June 29, 2012, Sherwin-WilliatBianada Inc., a wholly-
owned subsidiary of the Company, entered into a@&® 75,000 five -year
credit facility which replaced the existing crefditility. On March 18, 2013,
the aggregate amount of this credit facility wagéased to CAD 150,000 .
These credit facilities are being used for genevgborate purposes, including
refinancing indebtedness and for acquisitions.

On January 30, 2012, the Company entered intoea-figar credit
agreement, subsequently amended on multiple dakésh gives the
Company the right to borrow and to obtain the issearenewal, extension
and increase of a letter of credit of up to an aggte availability of
$500,000 . On April 23, 2012, the Company enteng¢al & five -year credit
agreement, subsequently amended on multiple dakésh gives the
Company the right to borrow and to obtain the iss@arenewal, extension
and increase of a letter of credit up to an aggesgaailability of $250,000 .
On November 14, 2012, the Company entered intoeg tyear credit
agreement, subsequently amended on multiple dakésh gives the
Company the right to borrow and to obtain the issearenewal, extension
and increase of a letter of credit up to an aggesgaailability of $250,000 .
The three credit agreements entered into in 20dl2ce prior credit facilities
that matured in 2012 and 2011. At December 31, 2@03.2 and 2011 , there
were no borrowings outstanding under any of thesdittagreements.

The Company uses a revolving credit agreement pilynta satisfy its
commercial paper programdtollar for dollar liquidity requirement. On Juy
2011, the Company entered into a new five -yeadhillion revolving credi
agreement, which replaced the existing three -$866,000 credit agreement.
The new credit agreement allows the Company taneixtiee maturity of the
facility with two one -year extension options andricrease the aggregate
amount of the facility to
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$1.30 billion , both of which are subject to theatetion of each lender.

NOTE 8 - OTHER LONG-TERM LIABILITIES

The operations of the Company, like those of otleenpanies in our
industry, are subject to various domestic and fpreinvironmental laws and
regulations. These laws and regulations not onlyegocurrent operations a
products, but also impose potential liability oe tBompany for past
operations. Management expects environmental lagsegulations to
impose increasingly stringent requirements uporCthepany and the
industry in the future. Management believes that@ompany conducts its
operations in compliance with applicable environtaklaws and regulations
and has implemented various programs designectegtrthe environment
and promote continued compliance.

The Company is involved with environmental inveatign and
remediation activities at some of its currently &mmerly owned sites
(including sites which were previously owned and/perated by businesses
acquired by the Company). In addition, the Compamyether with other
parties, has been designated a potentially redplensarty under federal and
state environmental protection laws for the inygzgton and remediation of
environmental contamination and hazardous wasienamber of third-party
sites, primarily Superfund sites. In general, tHases provide that potentially
responsible parties may be held jointly and selyeliable for investigation
and remediation costs regardless of fault. The Gmypmay be similarly
designated with respect to additional third-paityssin the future.

The Company initially provides for estimated castenvironmental-
related activities relating to its past operatiand third-party sites for which
commitments or clean-up plans have been developgdvhen such costs can
be reasonably estimated based on industry standadigrofessional
judgment. These estimated costs are determined loaseurrently availabl
facts regarding each site. If the best estimatmsfs can only be identified as
a range and no specific amount within that rangebeadetermined more
likely than any other amount within the range, tieimum of the range is
provided. The Company continuously assesses iepat liability for
investigation and remediation-related activitied adjusts its environmental-
related accruals as information becomes availgib® which more accurate
costs can be reasonably estimated and as additiooalinting guidelines are
issued. Included in Other long-term liabilitiesDecember 31, 2013 , 2012
and 2011 were accruals for extended environmeatated activities of
$86,647 , $97,220 and $89,266 , respectively. thediin Other accruals at
December 31, 2013, 2012 and 2011 were accruaesfonated costs of
current investigation and remediation activitie$5,385 , $17,101 and
$42,847 , respectively.




Actual costs incurred may vary from the accruedrestes due to the
inherent uncertainties involved including, amonigens, the number and
financial condition of parties involved with respém any given site, the
volumetric contribution which may be attributecthe Company relative to
that attributed to other parties, the nature angnitade of the wastes
involved, the various technologies that can be fisetemediation and the
determination of acceptable remediation with respea particular site. If the
Company'’s future loss contingency is ultimatelyedetined to be at the
unaccrued maximum of the estimated range of passilticomes for every
site for which costs can be reasonably estimaktedCbmpany’s accrual for
environmental-related activities would be $87,0ighbr than the minimum
accruals at December 31, 2013 .

Two of the Company'’s currently and formerly ownedmafacturing
sites account for the majority of the accrual fovieonmental-related
activities and the unaccrued maximum of the estishadnge of possible
outcomes at December 31, 2013 . At December 313 26%6,921 , or 55.9

percent of the total accrual, related directlyhtese two sites. In the aggregate

unaccrued maximum of $87,074 at December 31, 2653,245 , or 68.0
percent, related to the two manufacturing sitekil&\environmental
investigations and remedial actions are in diffestages at these sites,
additional investigations, remedial actions and itaoimg will likely be
required at each site.

Management cannot presently estimate the ultimatiengial loss
contingencies related to these sites or othersigssgficant sites until such tin
as a substantial portion of the investigation atdites is completed and
remedial action plans are developed. In the evanfture loss contingency
significantly exceeds the current amount accruselyécording of the ultima
liability may result in a material impact on netame for the annual or
interim period during which the additional coste accrued. Management
does not believe that any potential liability uléitely attributed to the
Company for its environmental-related matters héle a material adverse
effect on the Company’s financial condition, ligityd or cash flow due to the
extended period of time during which environmeiséstigation and
remediation takes place. An estimate of the paiémtipact on the Comparg/’
operations cannot be made due to the aforementiomegttainties.

Management expects these contingent environmesittkd liabilities tc
be resolved over an extended period of time. Mamage is unable to provic
a more specific time frame due to the indefiniteoant of time to conduct
investigation activities at any site, the indefirétmount of time to obtain
environmental agency approval, as necessary, ®éherct to investigation a
remediation activities, and the indefinite amouitirme necessary to conduct
remediation activities.

The Asset Retirement and Environmental Obligatibogic of the ASC
requires a liability to be recognized for the featue of a conditional asset
retirement obligation if a settlement date and ¥aiue can be reasonably
estimated. The Company recognizes a liability for @onditional asset
retirement obligation when sufficient informatiaavailable to reasonably
estimate a settlement date to determine the fhiewaf such a liability. The
Company has identified certain conditional asset
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retirement obligations at various current and aas@nufacturing,
distribution and store facilities. These obligadaelate primarily to asbestos
abatement, hazardous waste Resource ConservatidRemovery Act
(RCRA) closures, well abandonment, transformersusad oil disposals and
underground storage tank closures. Using investgatemediation and
disposal methods that are currently available ¢oc@bmpany, the estimated
costs of these obligations were accrued and arsigwificant. The recording
of additional liabilities for future conditional s&t retirement obligations may
result in a material impact on net income for thawal or interim period
during which the costs are accrued. Managementmioidselieve that any
potential liability ultimately attributed to the @gany for its conditional ass
retirement obligations will have a material advezffect on the Company’s
financial condition, liquidity, or cash flow due tiee extended period of time
over which sufficient information may become avialiéaregarding the closure
or modification of any one or group of the Comparfgcilities. An estimate
of the potential impact on the Company’s operatizarsnot be made due to
the aforementioned uncertainties.

NOTE 9 — LITIGATION

In the course of its business, the Company is stibjea variety of
claims and lawsuits, including, but not limited liigation relating to product
liability and warranty, personal injury, environnal intellectual property,
commercial, contractual and antitrust claims thmatimherently subject to
many uncertainties regarding the possibility odsslto the Company. These
uncertainties will ultimately be resolved when amenore future events occ
or fail to occur confirming the incurrence of adility or the reduction of a
liability. In accordance with the Contingencies Topf the ASC, the
Company accrues for these contingencies by a chiarigeome when it is
both probable that one or more future events witiuw confirming the fact of
a loss and the amount of the loss can be reasonstigated. In the event tt
the Company’s loss contingency is ultimately deteed to be significantly
higher than currently accrued, the recording ofadtiditional liability may
result in a material impact on the Company'’s rasoftoperations, liquidity or
financial condition for the annual or interim petiduring which such
additional liability is accrued. In those cases meheo accrual is recorded
because it is not probable that a liability hasnbeeurred and the amount of
any such loss cannot be reasonably estimated,@ential liability ultimately
determined to be attributable to the Company mayltén a material impact
on the Company'’s results of operations, liquiditfinancial condition for the
annual or interim period during which such lialyilis accrued. In those cases
where no accrual is recorded or exposure to lois¢sex excess of the amot
accrued, the Contingencies Topic of the ASC regudisclosure of the
contingency when there is a reasonable possiltfidy a loss or additional lo
may have been incurred.
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Lead pigment and lead-based paint litigationThe Company’s past

possible to estimate the range of potential loasdbere is no prior history of

operations included the manufacture and sale dfpégments and lead-based a loss of this nature and there is no substamifeernation upon which an

paints. The Company, along with other companieanéhas been a defenc
in a number of legal proceedings, including indixatipersonal injury actions,
purported class actions, and actions brought bpwsicounties, cities, school
districts and other government-related entitieisjrag from the manufacture
and sale of lead pigments and lead-based paingsplEimtiffs’ claims have
been based upon various legal theories, includagdigence, strict liability,
breach of warranty, negligent misrepresentatiomsamissions, fraudulent
misrepresentations and omissions, concert of aatigih conspiracy,
violations of unfair trade practice and consumetextion laws, enterprise
liability, market share liability, public nuisanagnjust enrichment and other
theories. The plaintiffs seek various damages afieffrincluding personal
injury and property damage, costs relating to ttection and abatement of
lead-based paint from buildings, costs associaiddaypublic education
campaign, medical monitoring costs and others.Jdmpany is also a
defendant in legal proceedings arising from the ufeature and sale of non-
lead-based paints that seek recovery based upmusaegal theories,
including the failure to adequately warn of potehéixposure to lead during
surface preparation when using non-lead-based paistirfaces previously
painted with lead-based paint. The Company beliévatsthe litigation
brought to date is without merit or subject to nwious defenses and is
vigorously defending such litigation. The Compaiag mot settled any lead
pigment or lead-based paint litigation. The Compexgects that additional
lead pigment and leddased paint litigation may be filed against the @any

estimate could be based. In addition, any potelmibility that may result
from any changes to legislation and regulationsioareasonably be
estimated. In the event any significant liabilisydetermined to be attributable
to the Company relating to such litigation, theoreling of the liability may
result in a material impact on net income for thawal or interim period
during which such liability is accrued. Additionglidue to the uncertainties
associated with the amount of any such liabilitg/anthe nature of any other
remedy which may be imposed in such litigation, patential liability
determined to be attributable to the Company agisutt of such litigation me
have a material adverse effect on the Companytigtsesf operations,
liquidity or financial condition. An estimate ofefpotential impact on the
Company'’s results of operations, liquidity or firéal condition cannot be
made due to the aforementioned uncertainties.

Public nuisance claim litigation . The Company and other companies
are or were defendants in legal proceedings seekoayery based on public
nuisance liability theories, among other theorieught by the State of
Rhode Island, the City of St. Louis, Missouri, was cities and counties in t
State of New Jersey, various cities in the Stat®hib and the State of Ohio,
the City of Chicago, lllinois, the City of Milwauke Wisconsin and the
County of Santa Clara, California and other puélitities in the State of
California. Except for the Santa Clara County, foatiia proceeding, all of
these legal proceedings have been concluded im &\tbe Company and

in the future asserting similar or different letaories and seeking similar or other defendants at various stages in the procgedin

different types of damages and relief.

Notwithstanding the Company’s views on the melitigation is
inherently subject to many uncertainties, and thm@any ultimately may not
prevail. Adverse court rulings or determinationgiaility, among other
factors, could affect the lead pigment and leadedagmint litigation against
the Company and encourage an increase in the nuandarature of future
claims and proceedings. In addition, from timeittoet various legislation and
administrative regulations have been enacted, pigated or proposed to
impose obligations on present and former manufacswf lead pigments and
lead-based paints respecting asserted health conassociated with such
products or to overturn the effect of court deaisiin which the Company a
other manufacturers have been successful.

Due to the uncertainties involved, management &lato predict the
outcome of the lead pigment and lead-based péigation, the number or
nature of possible future claims and proceedingtheeffect that any
legislation and/or administrative regulations mayéion the litigation or
against the Company. In addition, management caeasbnably determine
the scope or amount of the potential costs anditiab related to such
litigation, or resulting from any such legislatiand regulations. The Compe
has not accrued any amounts for such litigatiorthWéspect to such
litigation, including the public nuisance litigatipthe Company does not
believe that it is probable that a loss has ocayiaad it is not
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The proceedings initiated by the State of Rhodmbsincluded two jury
trials. At the conclusion of the second trial, jlwey returned a verdict finding
that (i) the cumulative presence of lead pigmemamts and coatings on
buildings in the State of Rhode Island constitatgsiblic nuisance, (i) the
Company, along with two other defendants, causeostantially
contributed to the creation of the public nuisarmeg] (iii) the Company and
two other defendants should be ordered to abatpubkc nuisance. The
Company and two other defendants appealed andilpi ,J2008, the Rhode
Island Supreme Court, among other determinati@v&rsed the judgment of
abatement with respect to the Company and two atbfendants. The Rhode
Island Supreme Court’s decision reversed the pullisance liability
judgment against the Company on the basis thatdhwlaint failed to state
public nuisance claim as a matter of law.

The Santa Clara County, California proceeding wégted in March
2000 in the Superior Court of the State of CalifayCounty of Santa Clara.
the original complaint, the plaintiffs assertedizas claims including fraud
and concealment, strict product liability/failucewarn, strict product
liability/design defect, negligence, negligent lmteaf a special duty, public
nuisance, private nuisance, and violations of @alif’'s Business and
Professions Code. A number of the asserted claiens vesolved in favor of
the defendants through pre-trial proceedings. Emead plaintiffs in the
Fourth Amended Complaint, filed on March 16, 20drE, the Counties of
Santa Clara, Alameda, Los Angeles, Monterey, SaredJ&olano and
Ventura, and the Cities of Oakland and San Diegbtha City and County of
San Francisco. The Fourth Amended Complaint asbars®le claim for
public nuisance, alleging that the presence of feguhents for use in paint
and coatings in, on and around residences in #istjfs’ jurisdictions
constitutes a public nuisance. The plaintiffs sauba abatement of the
alleged public nuisance that exists within therqglés’ jurisdictions. A trial
commenced on July 15, 2013 and ended on Augu&MA. The court
entered final judgment on January 27, 2014, findgmfavor of the plaintiffs
and against the Company and two other defendantsigra Grocery
Products Company and NL Industries, Inc.). Thelfimdgment held the
Company jointly and severally liable with the oth&p defendants to pay
$1.15 billion into a fund to abate the public naise. The Company strongly
disagrees with the judgment. The Company has életbtion for new trial
and a motion to vacate the judgment, and willdileotice of appeal at the
appropriate time. The Company believes that thgmueht conflicts with
established principles of law and is unsupportethleyevidence. The
Company has had a favorable history with respeletad pigment and lead-
based paint litigation, particularly other publigisance litigation, and
accordingly, the Company believes that it is nataible that a loss has
occurred and it is not possible to estimate thgeaf potential loss with
respect to the case.

Litigation seeking damages from alleged personal injury . The
Company and other companies are defendants in hetuhlegal
proceedings seeking monetary damages and othef frelin alleged personal
injuries. These proceedings include claims by chiicallegedly injured from
ingestion of lead pigment or lead-containing paifgims for damages
allegedly incurred by
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the children’s parents or guardians, and claimsléonages allegedly incurred
by professional painting contractors. These proogsdyenerally seek
compensatory and punitive damages, and seek atlefrincluding medical
monitoring costs. These proceedings include puepastaims by individuals,
groups of individuals and class actions.

The plaintiff in Thomas v. Lead Industries Assoicat et al., initiated a
action in state court against the Company, otHegedl former lead pigment
manufacturers and the Lead Industries Associatid®eptember 1999. The
claims against the Company and the other defendaaitaled strict liability,
negligence, negligent misrepresentation and omissivaudulent
misrepresentation and omissions, concert of actioii,conspiracy and
enterprise liability. Implicit within these clainis the theory of “risk
contribution” liability (Wisconsin’s theory whictsisimilar to market share
liability) due to the plaintiff's inability to idetify the manufacturer of any
product that allegedly injured the plaintiff. Thase ultimately proceeded to
trial and, on November 5, 2007, the jury returnetbBense verdict, finding
that the plaintiff had ingested white lead carbenbut was not brain damac
or injured as a result. The plaintiff appealed ardDPecember 16, 2010, the
Wisconsin Court of Appeals affirmed the final judgm in favor of the
Company and other defendants.

Wisconsin is the only jurisdiction to date to applyheory of liability
with respect to alleged personal injury (i.e., sktribution/market share
liability) that does not require the plaintiff tdantify the manufacturer of the
product that allegedly injured the plaintiff in tlead pigment and lead-based
paint litigation. Although the risk contributiorability theory was applied
during the Thomas trial, the constitutionality bisttheory as applied to the
lead pigment cases has not been judicially detexdhby the Wisconsin state
courts. However, in an unrelated action filed ia United States District
Court for the Eastern District of Wisconsin, GibsorAmerican Cyanamid, et
al., on November 15, 2010, the District Court hlat Wisconsin’s risk
contribution theory as applied in that case vialatee defendants’ right to
substantive due process and is unconstitutionathpactive. The District
Court's decision in Gibson v. American Cyanamidilethas been appealed
the plaintiff.
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N made this required $80,000 payment to the ESOmgltine first quarter of
I nsurance coverage litigation . The Company and its liability insurers, 2013.

including certain underwriters at Lloyd’s of Londanitiated legal

proceedings against each other to primarily detegimamong other things, Government tax assessment settlements related todilian

whether the costs and liabilities associated withabatement of lead pigment operations.Charges of $28,711 and $2,873 were recorded todtggtods
are covered under certain insurance policies istugte Company. The sold and SG&A, respectively, during 2013. The ckargere primarily relate
Company'’s action, filed on March 3, 2006 in the Goom Pleas Court, to import duty taxes paid to the Brazilian governinelated to the handling
Cuyahoga County, Ohio, is currently stayed andtinacThe liability of import duties on products brought into the coyfior the years 2006
insurers’ action, which was filed on February 280& in the Supreme Court  through 2012. The Company elected to pay the tdxesigh an existing

of the State of New York, County of New York, hash dismissed. An voluntary amnesty program offered by the governnengsolve these issues
ultimate loss in the insurance coverage litigatiauld mean that insurance  rather than contest them in court. The after-taarghs were $21,858 for the
proceeds could be unavailable under the policiessae to mitigate any year. The Company's import duty process in Braai whanged to reach a

ultimate abatement related costs and liabilitiese Tompany has not recort  final resolution of this matter with the Braziligovernment.
any assets related to these insurance policietherwise assumed that

proceeds from these insurance policies would beived in estimating any NOTE 10 — CAPITAL STOCK

contingent liability accrual. Therefore, an ultimabss in the insurance

coverage litigation without a determination of liéf against the Company i At December 31, 2013, there were 300,000,000 slareommon stock
the lead pigment or lead-based paint litigatiori adlve no impact on the and 30,000,000 shares of serial preferred stodloaaed for issuance. Of the
Company’s results of operation, liquidity or finéalacondition. As previously authorized serial preferred stock, 3,000,000 shareslesignated as

stated, however, the Company has not accrued anyrgmfor the lead cumulative redeemable serial preferred and 1,000s0@res are designated as
pigment or lead-based paint litigation and any ificamt liability ultimately convertible serial preferred stock. See Note 1hddd the amended and

determined to be attributable to the Company regtib such litigation may ~ restated 2006 Equity and Performance Incentive (606 Employee Plan),
result in a material impact on the Company’s resoltoperations, liquidity or 19,200,000 common shares may be issued or traedfeee Note 12 . An
financial condition for the annual or interim petiduring which such liability aggregate of 12,121,210, 13,558,565 and 18,013H&®s of common stock

is accrued. at December 31, 2013, 2012 and 2011 , respectiwelse reserved for future
grants of restricted stock and the exercise anddugrants of option rights.
Department of Labor (DOL) leveraged ESOP settlementAs See Note 12 . Common shares outstanding showr ifollowing table

previously disclosed in the Company's Annual ReparEorm 10-K for the  included 486,138 , 484,872 and 475,628 sharesrofraan stock held in a
fiscal year ended December 31, 2012, on Februar2@IB, the Company revocable trust at December 31, 2013, 2012 and 2€dspectively. The
reached a settlement with the DOL of the DOL's stigmtion of transactions revocable trust is used to accumulate assets égpuhpose of funding the
related to the Company's ESOP that were implemenie8lugust 1, 2006 and ultimate obligation of certain non-qualified bengfians. Transactions

August 27, 2003. The DOL had notified the Compamgpng others, of between the Company and the trust are accounted &mcordance with the
potential enforcement claims asserting breachéisiotiary obligations and ~ Deferred Compensation — Rabbi Trusts Subtopic@fbmpensation Topic
sought compensatory and equitable remedies. Thep@uyresolved all of the ASC, which requires the assets held byt be consolidated with

ESOP related claims with the DOL by agreeing, irt,ja make a one-time  the Company’s accounts. Effective March 31, 20ié ,dompany retired
payment of $80,000 to the ESOP, resulting in aIB®after tax charge to 125,425,977 common shares held in treasury, wieistlted in decreases in
earnings in the fourth quarter of 2012. The Company Treasury stock, common stock and retained earnings.
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Balance at January 1, 2011
Shares tendered as payment for option rights esesici
Shares issued for exercise of option rights
Net shares issued for grants of restricted stock
Treasury stock purchased
Treasury stock retired

Balance at December 31, 2011
Shares tendered as payment for option rights esesici
Shares issued for exercise of option rights
Shares tendered in connection with grants of mettistock
Net shares issued for grants of restricted stock
Treasury stock purchased

Balance at December 31, 2012
Shares tendered as payment for option rights exerséd
Shares issued for exercise of option rights
Shares tendered in connection with grants of resteted stock
Net shares issued for grants of restricted stock
Treasury stock purchased

Balance at December 31, 2013

NOTE 11 — STOCK PURCHASE PLAN AND PREFERRED
STOCK

As of December 31, 2013, 32,154 employees cortribto the
Company’s ESOP, a voluntary defined contributicenpvailable to all
eligible salaried employees. Participants are alb¥o contribute, on a pretax
or after-tax basis, up to the lesser of twenty @etrof their annual
compensation or the maximum dollar amount alloweden the Internal
Revenue Code. Prior to July 1, 2009, the Compartghed one hundred
percent of all contributions up to six percent lifible employee
contributions. Effective July 1, 2009, the ESOP wamnded to change the
Company match to one hundred percent on the firsetpercent of eligible
employee contributions and fifty percent on thetrieo percent of eligible
contributions. Effective July 1, 2011, the ESOP wasended to reinstate the
Company match up to six percent of eligible empéogentributions. Such
participant contributions may be invested in aetgrof investment funds or a
Company common stock fund and may be exchangecdebatimvestments as
directed by the participant. Participants are ptedito diversify both future
and prior Company matching contributions previowslgcated to the
Company common stock fund into a variety of invesitfunds.

The Company made contributions to the ESOP on behphrticipating
employees, representing amounts authorized by gmgdoto be withheld
from their earnings, of $97,381 , $88,363 and $®a 2013 , 2012 and
2011, respectively. The Company’s matching couatidns to the ESOP
charged to operations were $67,428 , $142,791 48@8%$6 for 2013 , 2012
and 2011 , respectively. The 2012 Company conidhatinclude $80,000
related to the DOL Settlement. See Note 9 for &ufthf information on the
DOL Settlement.
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Common Shares

Common Shares

in Treasury Outstanding
124,324,86 107,020,72
2,27¢ (2,274
1,480,05!
55,72
4,700,001 (4,700,00)
(125,425,97)
3,601,15! 103,854,23
7,76¢ (7,766
4,140,82:
143,97¢ (143,979
26,75¢
4,600,001 (4,600,00)
8,352,90. 103,270,06
2,691 (2,697
1,127,94.
116,89 (116,89)
150,96!
4,300,001 (4,300,00)
12,772,49 100,129,38

At December 31, 2013, there were 13,609,442 st Company’s
common stock being held by the ESOP, represenfitgydercent of the total
number of voting shares outstanding. Shares of @aspommon stock
credited to each member’s account under the ES®Roaed by the trustee
under instructions from each individual plan memli&rares for which no
instructions are received are voted by the truistélee same proportion as
those for which instructions are received.

On August 1, 2006, the Company issued 500,000 studireonvertible
serial preferred stock, no par value (Series 2dPred stock) with cumulative
quarterly dividends of $11.25 per share, for $500,@ the ESOP. The ESOP
financed the acquisition of the Series 2 Prefestedk by borrowing500,00(
from the Company at the rate of 5.5 percent peuamiThis borrowing is
payable over ten years in equal quarterly instalisieEach share of Series 2
Preferred stock is entitled to one vote upon alitena presented to the
Company'’s shareholders and generally votes witlittinemon stock together
as one class. The Series 2 Preferred stock ishyetlle ESOP in an
unallocated account. As the value of compensatiperse related to
contributions to the ESOP is earned, the Compasyth®option of funding
the ESOP by redeeming a portion of the preferrecksbr with cash.
Contributions are credited to the members’ accoantse time of funding.
The Series 2 Preferred stock is redeemable for @asbnvertible into
common stock or any combination thereof at theooptif the ESOP based on
the relative fair value of the Series 2 Preferned @@mmon stock at the time
of conversion.
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At December 31, 2013, 2012 and 2011 , there welacated or
committed-to-be released shares of Series 2 Peefstock outstanding. In
2013, 2012 and 2011 , the Company redeemed 6Q0&8187 and 56,480
shares of the Series 2 Preferred stock for caspeotively. The fair value of
the Series 2 Preferred stock is based on a coowérsdemption formula
outlined in the preferred stock terms and was $85,3%210,773 and
$328,495 at December 31, 2013, 2012 and 201 1ctsply.

NOTE 12 — STOCK-BASED COMPENSATION

The amended and restated 2006 Employee Plan aghdhe Board of
Directors, or a committee of the Board of Directaosissue or transfer up to
an aggregate of 19,200,000 shares of common gphckany shares relating
to awards that expire, are forfeited or cancelde Employee Plan permits
the granting of option rights, appreciation righestricted stock, restricted
stock units, performance shares and performands tneligible employees.
At December 31, 2013, no appreciation rightsieet stock units,
performance shares or performance units had beenegt under the 2006
Employee Plan.

The 2006 Stock Plan for Nonemployee Directors (Mapleyee Directo
Plan) authorizes the Board of Directors, or a cottemiof the Board of

2013 2012 2011
Risk-free interest rate 1.37% .78% 1.13%
Expected life of option rights 5.10 years 5.11 years 5.27 years
Expected dividend yield
of stock 1.32% 1.43% 1.77%
Expected volatility of stock .281 274 .303

The risk-free interest rate is based upon the Ur&sury yield curve at
the time of grant. The expected life of option tighvas calculated using a
scenario analysis model. Historical data was usedjgregate the holding
period from actual exercises, post-vesting canefia and hypothetical
assumed exercises on all outstanding option rigtts.expected dividend
yield of stock is the Company'’s best estimate efakpected future dividend
yield. Expected volatility of stock was calculatesing historical and implied
volatilities. The Company applied an estimateddibuire rate of 2.60 percent
to the 2013 grants. This rate was calculated baped historical activity and
is an estimate of granted shares not expectedsto i¥@ctual forfeitures differ
from the expected rate, the Company may be requirethke additional
adjustments to compensation expense in future ggerio

Grants of option rights for nogualified and incentive stock options h.

Directors, to issue or transfer up to an aggregb®90,000 shares of common been awarded to certain officers, key employeesianémployee directors

stock, plus any shares relating to awards thatrexare forfeited or are
canceled. The Nonemployee Director Plan permitgthating of option
rights, appreciation rights, restricted stock aggtricted stock units to
members of the Board of Directors who are not eygss of the Company.
December 31, 2013, no option rights, appreciatigins or restricted stock
units had been granted under the Nonemployee Dir&tan.

The cost of the Company’s stock-based compenskti@torded in
accordance with the Stock Compensation Topic ofMB€E. The tax benefits
associated with these share-based payments aséfiethss financing
activities in the Statements of Consolidated Cdetv:

At December 31, 2013, the Company had total umyeiced stock-
based compensation expense of $741fi@Ris expected to be recognized ¢
a weighted-average period of 1.24 years. Stockebesmpensation expense
during 2013, 2012 and 2011 was $58,004 , $54,84848,176 ,
respectively. The Company recognized a total inctaréenefit related to
stock-based compensation expense of $22,368 ,42@y8d $18,570 during
2013, 2012 and 2011 , respectively. The impatdtad stock-based
compensation expense, net of taxes, on net incetheed Basic and Diluted
net income per common share by $.35 and $.34 d@0ig , respectively.

Option rights. The fair value of the Company’s option rights was
estimated at the date of grant using a Black-Sehllerton option-pricing
model with the following weighted-average assumpitor all options
granted:
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under the 2006 Employee Plan, the 2003 Stock Ridritee 1997 Plan. The
option rights generally become exercisable to #ierd of one-third of the
optioned shares for each full year following théedaf grant and generally
expire ten years after the date of grant. Unreaaghcompensation expense
with respect to option rights granted to eligibteptoyees amounted to
$43,575 at December 31, 2013 . The unrecognizeghensation expense is
being amortized on a straight-line basis over lined -year vesting period and
is expected to be recognized over a weighted-aeguagod of 1.34 years.

The weighted-average per share grant date faiev@floptions granted
during 2013, 2012 and 2011 , respectively, was341$32.74 and $18.47 .
The total intrinsic value of exercised option rigfdr employees was
$129,742 , $298,883 and $53,100 , and for nonereglayrectors was $525 ,
$1,412 and $1,129 during 2013 , 2012 and 201 1lpecdively. The total fair
value of options vested during the year was $28,6&%,879 and $25,868
during 2013, 2012 and 2011 , respectively. Thezeewmo outstanding option
rights for nonemployee directors for 2013 . Thestartding option rights for
nonemployee directors were 3,500 and 17,500 fo2 201 2011 ,
respectively. The Company issues new shares upEncisg of option rights «
granting of restricted stock.
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A summary of the Company’s napalified and incentive stock option right activitr employees and nonemployee directors, andeeliaformation fol

the years ended December 31 is shown in the faligwable:

2013 2012 2011
Weighted- Weighted- Weighted-
Average Average Average
Exercise Aggregate Exercise Aggregate Exercise Aggregate
Optioned Price Intrinsic Optioned Price Intrinsic Optioned Price Intrinsic
Shares Per Share Value Shares Per Share Value Shares Per Share Value
Outstanding beginning
of year 6,748,121 $ 79.3¢ 9,857,69 $ 60.31 10,009,38 $ 55.8:
Granted 898,72¢ 179.6° 1,089,24 152.9¢ 1,407,25' 78.7:
Exercised (1,127,94) 61.4¢€ (4,140,82) 53.4( (1,480,05) 47.1F
Forfeited (33,279 115.2¢ (57,730 78.01 (76,354 67.0:
Expired (1,047) 79.7: (257) 72.65 (2,537 53.6¢
Outstanding end of year 6,484,59. $ 96.2t $ 563,55 6,748,12 79.3¢  $ 494,69 9,857,69! 60.31 $ 287,52
Exercisable at end of year  4,424,67. $ 71.8¢ $ 492,68 4,245,89 61.4: $ 386,48 6,908,111 $ 542¢ $ 243,44

The weighted-average remaining term for optionstantding at the end
of 2013, 2012 and 2011 , respectively, was 699 and 6.54 years. The
weighted-average remaining term for options exaldesat the end of 2013 ,
2012 and 2011 , respectively, was 5.71 , 5.79 aB@ years. Shares reserved
for future grants of option rights and restrictéac& were 5,636,618 ,
6,810,439 and 8,155,734 at December 31, 2013 , 20d2011, respectively

Restricted stock.Grants of restricted stock, which generally require
three years of continuous employment from the datgant before vesting
and receiving the stock without restriction, haeef awarded to certain
officers and key employees under the 2006 Empl&ae. The February
2013, 2012 and 2011 grants consisted of approxlynate-thirds
performance-based awards and one-third time-basedia. The
performance-based awards vest at the end of a-yeee period based on the
Company’s achievement of specified financial goalating to earnings per
share. The time-based awards vest at the endhota tyear period based on
continuous employment. Unrecognized compensatiperese with respect to
grants of restricted stock to eligible employeesanted to $29,944 at
December 31, 2013 and is being amortized on agbtréiine basis over the
vesting period and is expected to be recognized aveeighted-average
period of 0.96 years.

Grants of restricted stock have been awarded temptoyee directors
under the Nonemployee Plan and the 1997 Plan. Tgrasés generally vest
and stock is received without restriction to théeek of one-third of the
granted stock for each year following the daterah¢ Unrecognized
compensation expense with respect to grants ofatest stock to
nonemployee directors amounted to $1,182 at Dece&ihe013and is being
amortized on a straight-line basis over the thyearvesting period and is
expected to be recognized over a weighted-averagedoof 1.22 years.

A summary of grants of restricted stock to certsficers, key
employees and nonemployee directors during eaaghiyas follows:

2013 2012 2011
Restricted stock granted 172,40¢ 301,85t 300,67"
Weighted-average per share
fair value of restricted stock
granted during the year $ 163.6: $ 99.47 $ 84.8¢

A summary of the Company’s restricted stock agtifdtr the years
ended December 31 is shown in the following table:

2013 2012 2011
Outstanding at beginning
of year 919,74¢ 1,304,89. 1,266,20
Granted 172,40t 301,85t 300,67
Vested (334,75() (412,859 (16,072)
Forfeited (8,027 (274,140 (245,91Y
749,38 919,74t 1,304,89

Outstanding at end of year
NOTE 13 - OTHER

Other general expense - netncluded in Other general expense - net
were the following:

2013 2012 2011

Provisions for environmental

matters - net $ 2,75) $ 6,73¢ $ 9,10(
Loss (gain) on disposition
of assets 5,207 3,45¢ (5,469
Net expense (income) of exit
or disposal activities 63 (4,947 (900)
Total $ 251¢ % 5,24¢ % 2,731

Provisions for environmental matters—net represetigl provisions for
site-specific estimated costs of environmental invesitigeor remediation an
increases or decreases to
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environmental-related accruals as information bexoavailable upon which
more accurate costs can be reasonably estimateaisaattitional accounting
guidelines are issued. Environmental-related ats@r@ not recorded net of
insurance proceeds in accordance with the Offge8irbtopic of the Balance
Sheet Topic of the ASC. See Note 8 for further ittetan the Company’s
environmental-related activities.

The loss (gain) on disposition of assets represaiteealized gains and
losses associated with the disposal of properant@nd equipment and

intangible assets previously used in the conduthi@fprimary business of the

Company.

The net expense (income) of exit or disposal a@&iwincludes changes
to accrued qualified exit costs as information lmees available upon which
more accurate amounts can be reasonably estiniaitéd ,impairments of
carrying value and additional impairments for sajpsmt reductions in
estimated fair value of property, plant and equipthield for disposal. See
Note 5for further details on the Company’s exit or dispagctivities.

Other expense (income) - netincluded in Other expense (income)et
were the following:

2013 2012 2011

Dividend and royalty income $ (5,909 $ (4,666) $ (4,967)
Net expense from

financing activities 9,82¢ 9,22( 8,02t
Foreign currency transaction
related losses (gains) 7,66¢ (3,07)) 4,74¢
Other income (22,689 (21,079 (22,167
Other expense 12,02¢ 9,651 9,55(
Total $ 93 $ (9,940 $ (4,809

The Net expense from financing activities inclutfesnet expense
relating to changes in the Company'’s financing fees

Foreign currency transaction related losses (gagpesent net realized

losses (gains) on U.S. dolldenominated liabilities of foreign subsidiaries
net realized and unrealized losses (gains) froeidarcurrency option and
forward contracts. There were no foreign currenatjom and forward
contracts outstanding at December 31, 2013, 26d2611 .

Other income and Other expense included itemsvefimee, gains,

expenses and losses that were unrelated to thamrisosiness purpose of the

Company. There were no items within Other incom®itrer expense that
were individually significant.

NOTE 14 — INCOME TAXES

Deferred income taxes reflect the net tax effettemporary difference
between the carrying amounts of assets and ligsifior financial reporting

2013 2012 2011

Deferred tax assets:

Exit costs, environ-mental and
other
similar items $
Deferred employee
benefit items

Other items (each
less than 5 percent
of total assets)

Total deferred
tax assets $

4532: $ 45,400 $ 53,92¢

32,60( 93,03¢ 74,57

53,72 73,38t 83,19:

131,64¢ $ 211,83( $ 211,69

Deferred tax liabilities:

Depreciation and

amortization $ 214,69t $

202,89: $ 192,03t

Netted against the Company’s other deferred tastasgere valuation
allowances of $7,390 , $11,474 and $8,017 at Deeel®b, 2013, 2012 and
2011, respectively. These reserves resulted frenuicertainty as to the
realization of the tax benefits from foreign neeming losses and other
foreign assets. The Company has $17,294 of domesstioperating loss
carryforwards acquired through acquisitions thatehexpiration dates throu
the tax year 2032 and foreign net operating loe§&31,541 . The foreign net
operating losses are related to various jurisdistitnat provide for both
indefinite carryforward periods and others withrgéorward periods that
range from the tax years 2018 to 2033.

Significant components of the provisions for incotaees were as
follows:

2013 2012 2011
Current:
Federal $ 229,997 $ 207,790 % 204,28
Foreign 42 ,54: 51,26¢ 50,27:
State and local 33,08 27,64: 28,21¢
Total current 305,62: 286,69 282,77"
Deferred:
Federal 30,38¢ 8,69 20,71
Foreign (9,041) (16,96/) (3,929
State and local 6,43 (2,150 122
Total deferred 27,77¢ (10,42) 16,91
Total provisions for .
income taxes $ 333,390 $ 27627 $ 299,68

The provisions for income taxes included estiméteds payable on th

rates and laws that are currently in effect. Sigaift components of the

the Company. The effect of the repatriation pravrisiof the American Jobs

Company’s deferred tax assets and liabilities é3emfember 31, 2013 , 2012 Creation Act of 2004 and the provisions of the ImeoTaxes Topic of the

and 2011 were as follows:
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ASC, was $4,411 in 2013, $7,572 in 2012 and $(#492p11 . A provision
was not made with respect to $7,014 of retainediegs at December 31,
2013 that have been invested by foreign subsidiafibe unrecognized
deferred tax liability related to those earningapproximately $1,294 .




Significant components of income before income $aa®used for
income tax purposes, were as follows:

2013 2012 2011
Domestic $ 969,79( $ 712,87 $ 560,39!
Foreign 116,16¢ 194,43t 181,15¢
$ 1,085,95! $ 907,30¢ $ 741,54t

A reconciliation of the statutory federal incoms tate to the effective
tax rate follows:

2013 2012 2011
Statutory federal
income tax rate 35.C% 35.C% 35.C%
Effect of:
State and local
income taxes 2.4 1.8 2.1
Investment vehicles (2.3 (2.7 (1.9
ESOP IRS audit
settlement 10.1
Domestic production
activities (2.2) (1.9 (2.9)
Other - net (2.9 (2.9 (2.5)
Effective tax rate 30.1% 30.£% 40.£%

The 2013state and local income tax component of the effedix rat
increased compared to 2012 primarily due to ane@®e in domestic incot
before income taxes in 2013 compared to 2012. U8 tvestment vehicl
and domestic production activities components ef éffective tax rate we
consistent with the 201year. During the fourth quarter of 2011, the Cony
reached a settlement with the Internal Revenuei@e(lRS) that resolved i
ESOP related tax issues for the 2003 through 2809¢ars. The settlems
negatively impacted the effective tax rate for 2011

The Company and its subsidiaries file income tarre in the U.S.
federal jurisdiction, and various state and forgigisdictions. The IRS
commenced an examination of the Company's U.Smedax returns for the
2010, 2011 and 2012 tax years in the fourth quait@013. Fieldwork is
expected to be completed during 2014. At this tithe,Company has
determined that an insignificant refund is duei$sues under review during
this audit period. The IRS completed an examinadiothe Company's U.S.
income tax returns for the 2008 and 2009 tax yisttse third quarter of 201
The audit adjustments had an insignificant impacthe Company's 2013
effective tax rate. The Company has fully resola#dRS issues relating to
the matters challenging the ESOP related federal

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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income tax deductions claimed by the Company. Dyitie third quarter of
2013, the Company made a final interest paymefifi(#91 related to the
2008 ESOP adjustment which had been disclosedan years.

As of December 31, 2013 , the Company is subjenbteU.S. income
tax examinations for the tax years of 2006 throR@h3. In addition, the
Company is subject to state and local income taxnéxations for the tax
years 2003 through 2013.

A reconciliation of the beginning and ending amaoaininrecognized te
benefits is as follows:

2013 2012 2011

Balance at beginning

of year $ 28,11¢ $ 29,66¢ $ 31,26¢
Additions based on

tax positions related

to the current year 3,48( 3,76( 2,807
Additions for tax

positions of prior

years 5,05¢ 7,392 1,354
Reductions for tax

positions of prior

years (3,379 (6,589 (3,339
Settlements (103) (1,139 (2,089
Lapses of Statutes

of Limitations (2,180 (4,977 (1,335

$ 30,997 $ 28,11¢ % 29,66¢

Balance at end of year

Included in the balance of unrecognized tax bemefiDecember 31,
2013, 2012 and 2011 is $27,767 , $25,011 and $25tbunrecognized tax
benefits, the recognition of which would have aie&fon the effective tax
rate.

Included in the balance of unrecognized tax bemefiDecember 31,
2013 is $5,551 related to tax positions for whicis reasonably possible that
the total amounts could significantly change dutimg next twelve months.
This amount represents a decrease in unrecograxdsehefits comprised
primarily of items related to federal audits oftparship investments, asses
state income tax audits, federal and state settlenegotiations currently in
progress and expiring statutes in federal, foreig state jurisdictions.

The Company classifies all income tax related egeand penalties as
income tax expense. During the year ended Decef&ihet013 , there was an
increase of $103 in income tax interest and pexgaétnd in 2012 and 2011 ,
the Company recognized a release of $1,532 an®31 fespectively. At
December 31, 2013, 2012 and 2011 , the Compangdtased $6,246 ,
$6,178 and $8,095 , respectively, for the potepgiment of interest and
penalties.
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NOTE 15 - NET INCOME PER COMMON SHARE

2013 2012 2011
Basic
Average common shares outstanding 100,897,51 101,714,90 103,471,32
Net income $ 752,56. $ 631,03: $ 441,86(
Less net income allocated to unvested restrictadesh (4,59¢) (5,119 (4,825
Net income allocated to common shares $ 747,96¢ $ 625,92( $ 437,03!
Net income per common share $ 741 % 6.1t 3 4.2
Diluted
Average common shares outstanding 100,897,51 101,714,90 103,471,32
Stock options and other contingently issuable sHare 2,151,35! 2,215,52 2,200,65!
Average common shares outstanding assuming dilution 103,048,87 103,930,42 105,671,97
Net income $ 752,56. $ 631,03: $ 441,86(
Less net income allocated to unvested restrictadesh
assuming dilution (4,509 (5,009 (4,756
Net income allocated to common shares assumintjatilu $ 748,05 $ 626,02t $ 437,10:
Net income per common share $ 7.2 % 6.0z $ 4.14

(a) Stock options and other contingently issuahkres excludes 842,354 , 1,047,734 and 101,266ssheDecember 31, 2013, 2012 and 2011 , respigtdue to their
anti-dilutive effect.

The Company has two classes of participating seéesrricommon shares and restricted shares, repieg@&9% and 1% of outstanding shares,
respectively. The restricted shares are shareswafsted restricted stock granted under the Compargtricted stock award program. Unvested resttict
shares granted prior to April 21, 2010 received-fosfeitable dividends. Accordingly, the shares epasidered a participating security and the tves<sl
method of calculating basic and diluted earningsspeare is required. Effective April 21, 2010, thetricted stock award program was revised andieinds or
performance-based restricted shares granted hiteddte are deferred and payment is contingem thpawards vesting. Only the time-based restticte
shares, which continue to receive non-forfeitaliVédeénds, are considered a participating secuBiasic and diluted earnings per share are calculstied) the
two-class method in accordance with the EarningsSRare Topic of the ASC.

NOTE 16 — SUMMARY OF QUARTERLY RESULTS OF OPERATION S (UNAUDITED)

2013
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Full Year
Net sales $ 2,167,160 $ 2,713,88° $ 2,847,41 $ 2,457,05; $ 10,185,53
Gross profit 962,85: 1,233,57 1,295,95! 1,124,17 4,616,56!
Net income 116,18! 257,28 262,96t 116,12¢ 752,56
Net income per common share - basic 1.1z 2.51 2.61 1.1€ 7.41
Net income per common share - diluted 1.11 2.4¢ 2.5¢ 1.14 7.2€

Net income in the fourth quarter was increasedbgntory adjustments. Gross profit increased b%,938 ($ .09 per share), primarily as a result of
adjustments based on an annual physical inventargtgperformed during the fourth quarter, year-ewéntory levels and related cost adjustments.

2012
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Full Year
Net sales $ 2,136,34 $ 2,573,02. $ 2,603,220 $ 2,221,870 $ 9,534,46:
Gross profit 909,83¢ 1,150,59 1,150,28: 995,50¢ 4,206,221
Net income 100,21¢ 227,81 234,95: 68,05: 631,03:
Net income per common share - basic .97 2.2 2.2¢ .6€ 6.1%
Net income per common share - diluted .9t 2.17 2.2¢ .65 6.0z

Net income in the fourth quarter was decreaseddi®y1$3 ( $.47 per share) due to the DOL Settlerfsa® Note 9 ) and increased by inventory
adjustments and adjustments to compensation arefiberpenses. Gross profit increased by $28,47 per share), primarily as a result of adjustsen
$29,488 based on an annual physical inventory coerfibrmed during the fourth quarter, year-end imtogy levels and related cost adjustments. Selling,
general and administrative expenses decreased356%03 per share) related to compensation andfiv@expense adjustments.
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NOTE 17 — OPERATING LEASES

The Company leases certain stores, warehouses fastuming facilities
office space and equipment. Renewal options ariéalle@ on the majority of
leases and, under certain conditions, options &xigtirchase certain
properties. Rental expense for operating leasesgrézed on a straight-line
basis over the lease term in accordance with tlasésTopic of the ASC was
$327,592 , $310,109 and $292,516 for 2013, 2082841 , respectively.
Certain store leases require the payment of cosrtingentals based on sale:
excess of specified minimums. Contingent rentatfugted in rent expense
were $44,084 , $39,340 and $36,917 in 2013, 20@22811 , respectively.
Rental income, as lessor, from real estate leasitigities and sublease rental
income for all years presented was not significahe following schedule
summarizes the future minimum lease payments umaterancellable
operating leases having initial or remaining teimexcess of one year at
December 31, 2013 :

2014 $ 277,59¢
2015 242,26
2016 199,56
2017 152,44¢
2018 104,18t
Later years 244,07.
Total minimum lease payments $ 1,220,13

NOTE 18 - REPORTABLE SEGMENT INFORMATION

The Company reports its segment information insgm@e way that
management internally organizes its business fessing performance and
making decisions regarding allocation of resoumecordance with the
Segment Reporting Topic of the ASC. The Companydessrmined that it
has four reportable operating segments: Paint $SGreup, Consumer Group,
Global Finishes Group and Latin America Coatingsupr(individually, a
"Reportable Segment" and collectively, the “Repuge&8egments”). Factors
considered in determining the four Reportable Segsnef the Company
include the nature of business activities, the rgan®ent structure directly
accountable to the Company’s chief operating decigiaker (CODM) for
operating and administrative activities, availapibf discrete financial
information and information presented to the Bazfr@irectors. The
Company reports all other business activities amtlaterial operating
segments that are not reportable in the Adminisgategment. See pages 6
through 15of this report for more information about the Reapble Segment:

The Company’s CODM has been identified as the (Exefcutive
Officer because he has final authority over permoe assessment and
resource allocation decisions. Because of the siveperations of the
Company, the CODM regularly receives discrete farinformation about
each Reportable Segment as well as a significaotiathof additional
financial information about certain divisions, mess units or subsidiaries of
the Company. The CODM uses all such financial imi@tion for performance
assessment and resource allocation decisions. DiEMCevaluates the
performance of and allocates resources to the ReperSegments based on
profit or loss before income taxes and cash geséifabm operations. The
accounting

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(thousands of dollars unless otherwise indicater

policies of the Reportable Segments are the sarti®as described in Note 1
of this report.

The Paint Stores Group consisted of 3,908 compaeyabed specialty
paint stores in the United States, Canada, Puéctm Rirgin Islands, Trinida
and Tobago, St. Maarten, Jamaica, Curacao and Atubacember 31, 2013
Each store in this segment is engaged in the telaisiness activity of selling
paint, coatings and related products to end-us®mess. The Paint Stores
Group markets and sells Sherwin-Williaftsranded architectural paint and
coatings, protective and marine products, OEM pecofinishes and related
items. These products are produced by manufacttailities in the
Consumer Group. In addition, each store sells teguurchased associated
products. The loss of any single customer wouldhaee a material adverse
effect on the business of this segment. During 2Gh% segment opened or
acquired 388 net new stores, consisting of 392 steves opened or acquired
(301 in the United States, 86 in Canada, 2 intBuRico, 2 in Trinidad and 1
in Jamaica) and 4 stores closed in the United $taie2012 and 2011 , this
segment opened 70 and 60 net new stores, respgcfivenap on the cover
flap of this report shows the number of paint staed their geographic
location. The CODM uses discrete financial inforimaiabout the Paint Stor
Group, supplemented with information by geograpbgion, product type ar
customer type, to assess performance of and aloeaburces to the Paint
Stores Group as a whole. In accordance with ASG1ZBB0-9, the Paint
Stores Group as a whole is considered the opers¢igment, and because it
meets the criteria in ASC 280-10-50-10, it is aleasidered a Reportable
Segment.

The Consumer Group develops, manufactures andbditgs a variety ¢
paint, coatings and related products to third-paastomers primarily in the
United States and Canada and the Paint Stores Ghpppoximately 64
percent of the total sales of the Consumer Gro®i8 were intersegment
transfers of products primarily sold through thP&tores Group. Sales and
marketing of certain controlled brand and privateeled products is
performed by a direct sales staff. The productsidiged through third-party
customers are intended for resale to the ultimadeuser of the product. The
Consumer Group had sales to certain customersiidatidually, may be a
significant portion of the sales of the segmentwieeer, the loss of any single
customer would not have a material adverse effie¢he overall profitability
of the segment. This segment incurred most of tha@ny’s capital
expenditures related to ongoing environmental c@anpé measures. The
CODM uses discrete financial information about@@sumer Group,
supplemented with information by product types amstomer, to assess
performance of and allocate resources to the Coas@roup as a whole. In
accordance with ASC 280-10-50-9, the Consumer Gasupwhole is
considered the operating segment, and becauseisnie criteria in ASC
280-10-50-10, it is also considered a Reportabtgriamt.
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(thousands of dollars unless otherwise indicated)

The Global Finishes Group develops, licenses, nzmturfes, distributes space or leasing of facilities no longer used ley@ompany in its primary
and sells a variety of protective and marine présjtautomotive finishes and businesses. Gains and losses from the sale oftyapere not a significant
refinish products, OEM product finishes and relgteatiucts in North and operating factor in determining the performancéhef Administrative
South America, Europe and Asia. This segment nmbetdemands of its segment.
customers for a consistent worldwide product dgualent, manufacturing
and distribution presence and approach to doingbss. This segment
licenses certain technology and trade names wadkelvBherwin-William$
and other controlled brand products are distribtitedugh the Paint Stores
Group and this segment’s 300 company-operated beanand by a direct
sales staff and outside sales representativesditers, dealers, jobbers,
licensees and other third-party distributors. Dgi2®13, this segment opent
2 new brancheg1 each in the United States and Canada) and cibéed
each in the United States and Canada) for a ne¢aee of 2 branches. At
December 31, 2013, the Global Finishes Group statsiof operations in the
United States, subsidiaries in 34 foreign countaied income from licensing
agreements in 16 foreign countries. The CODM usssete financial
information about the Global Finishes Group redugaegment,
supplemented with information about geographicsitris, business units and
subsidiaries, to assess performance of and alloeatairces to the Global
Finishes Group as a whole. In accordance with ASEG I0-50-9, the Global
Finishes Group as a whole is considered the opgraggment, and because it
meets the criteria in ASC 280-10-50-10, it is aleasidered a Reportable
Segment. A map on the cover flap of this reportaghthe number of branch
and their geographic locations.

The Latin America Coatings Group develops, licensenufactures,
distributes and sells a variety of architecturahpand coatings, protective &
marine products, OEM product finishes and relatedipcts in North and
South America. This segment meets the demands ofigtomers for
consistent regional product development, manufamguand distribution
presence and approach to doing business. Sherwiiaws ®and other
controlled brand products are distributed througé $egment’s 282 company-
operated stores and by a direct sales staff arsideusales representatives to
retailers, dealers, licensees and other third-giistyibutors. During 2013 ,
this segment opened 14 new stores ( 12 in Southridanand 2 in Mexico)
and closed 8 ( 7 in South America and 1 in Mexfooq net increase of 6
stores. At December 31, 2018he Latin America Coatings Group consiste
operations from subsidiaries in 9 foreign countrieforeign joint ventures
and income from licensing agreements fiorgign countries. The CODM us
discrete financial information about the Latin AmsaerCoatings Group,
supplemented with information about geographicsitiris, business units and
subsidiaries, to assess performance of and alloeatairces to the Latin
America Coatings Group as a whole. In accordante A$C 280-10-50-9,
the Latin America Coatings Group as a whole is wmred the operating
segment, and because it meets the criteria in AREID-50-10, it is also
considered a Reportable Segment. A map on the ¢layeof this report
shows the number of stores and their geographatitots.

The Administrative segment includes the administeagxpenses of the
Company'’s corporate headquarters site. Also incudehe Administrative
segment was interest expense, interest and investnemme, certain
expenses related to closed facilities and enviroriateelated matters, and
other expenses which were not directly associattdtive Reportable
Segments. The Administrative segment did not inelady significant foreign
operations. Also included in the Administrative semt was a real estate
management unit that is responsible for the owrigrsmanagement and
leasing of non-retail properties held primarily fee by the Company,
including the Company’s headquarters site, andogdipof idle facilities.
Sales of this segment represented external leasusgpue of excess
headquarters
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Net external sales of all consolidated foreign gliages were
$2,129,626 , $2,049,814 and $1,982,859 for 200322and 2011 ,
respectively. Segment profit of all consolidaterefgn subsidiaries was
$106,166 , $158,377 and $122,436 for 2013 , 20822841 , respectively.
The decrease in segment profit in 2013 was primdrike to Brazil tax
assessments and unfavorable currency translatierchanges. Domestic
operations accounted for the remaining net extevalals and segment profits.
Long-lived assets consisted of Property, plantemdpment, Goodwill,
Intangible assets, Deferred pension assets and @gkets. The aggregate t
of long-lived assets for the Company was $3,223,74%)085,499 and,
$2,967,660 at December 31, 2013 , 2012 and 208spectively. Long-lived
assets of consolidated foreign subsidiaries toth6ay,702 , $718,409 and
$650,681 at December 31, 2013, 2012 and 20&4pectively. Total Assets
the Company were $6,382,507 , $6,234,737 and $222%t December 31,
2013, 2012 and 2011 , respectively. Total asdatsrmsolidated foreign

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(thousands of dollars unless otherwise indicater

December 31, 2013, 2012 and 2011 , respectivelysihgle geographic area
outside the United States was significant relatveonsolidated net sales or
operating profits. Export sales and sales to adiyidual customer were each
less than 10 percent of consolidated sales toiliatgtl customers during all
years presented.

In the reportable segment financial informatiort flelows, Segment
profit was total net sales and intersegment trasséss operating costs and
expenses. Identifiable assets were those diradzlytified with each reportat
segment. The Administrative segment assets codgistearily of cash and
cash equivalents, investments, deferred pensi@isaaed headquarters
property, plant and equipment. The margin for aaglortable segment was
based upon total net sales and intersegment tranffemestic intersegment
transfers were accounted for at the approximate &lisorbed manufactured
cost, based on normal capacity volumes, plus cuatpuistribution costs.

subsidiaries were $1,625,422 , $1,598,996 and $1084 , which represented International intersegment transfers were accouiuteat values comparable

25.5 percent, 25.6 percent and 27.6 percent dEtmpany’s total assets at

to normal unaffiliated customer sales.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(thousands of dollars unless otherwise indicated)

(millions of dollars)

Net external sales

Intersegment transfers

Total net sales and
intersegment transfers

Segment profit

Interest expense

Administrative expenses and other
Income before income taxes
Reportable segment margins
Identifiable assets

Capital expenditures

Depreciation

Net external sales

Intersegment transfers

Total net sales and
intersegment transfers

Segment profit

Interest expense

Administrative expenses and other
Income before income taxes
Reportable segment margins
Identifiable assets

Capital expenditures

Depreciation

Net external sales

Intersegment transfers

Total net sales and
intersegment transfers

Segment profit

Interest expense

Administrative expenses and other
Income before income taxes
Reportable segment margins
Identifiable assets

Capital expenditures

Depreciation

2013
Global Latin America
Paint Stores Consumer Finishes Coatings Consolidated
Group Group Group Group Administrative Totals
$ 6,002 1,342 $ 2,00t $ 832 $ 5 $ 10,18¢
2,40¢ 9 3¢ (2,457
$ 6,00z 3,751 $ 2,01¢ 871 $ (2,4572) $ 10,18¢
991 24z 9§ 17C 3¢ $ 1,44z
$ (63) (63)
(299 (299)
$ 991 242 $ 17C $ 39 $ (35€) $ 1,08¢
16.5% 6.5% 8.4% 4.5%
$ 1,66¢ 1,762 $ 964 $ 48t $ 1,504 $ 6,382
73 40 15 7 32 167
55 45 29 1C 20 15¢
2012
Latin America
Paint Stores Consumer Global Finishes Coatings Consolidated
Group Group Group Group Administrative Totals
$ 5,41( 1,32z $ 1,961 $ 83€ $ 5 $ 9,53¢
2,32( 7 47 (2,379
$ 5,41( 3,64: $ 1,96¢ $ 882 $ (2,369 9,53¢
$ 862 217 9§ 147 81 1,307
$ (43) (43)
(357) (357)
$ 862 217 $ 147 $ 81 $ (4000 % 907
15.€% 6.C% 7.5% 9.2%
$ 1,374 1,701 $ 987 $ 48t $ 1,68¢ $ 6,23t
67 47 14 9 20 157
49 43 30 1C 20 152
2011
Latin America
Paint Stores Consumer Global Finishes Coatings Consolidated
Group Group Group Group Administrative Totals
$ 4,78( 1,274 $ 1,87¢ $ 82¢ $ 6 $ 8,76¢€
2,091 9 3¢ (2,139
$ 4,78( 3,36t $ 1,881 $ 867 $ (2,139 8,76¢€
64¢€ 174 ©® 9C 7t 98¢t
$ (42) (42)
(202) (201)
$ 64€ 174 $ 9C $ 78 $ (245 % 742
13.5% 5.2% 4.8% 8.7%
$ 1,30¢ 1,682 $ 93¢ $ 46¢ $ 83C $ 5,22¢
50 35 14 14 41 154
48 43 31 11 18 151

®  Segment profit included $30 , $27 and $24 of mark intersegment transfers realized primarily agsult of external sales by the Paint Stores Grdupng 2013 , 2012

and 2011 , respectively.

@ Includes$80 pre-tax charge related to DOL Settlement. Sete .
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Certain statements contained in “Managengebiscussion and Analys
of Financial Condition and Results of Operatiorikgtter to Shareholders”
and elsewhere in this report constitute “forwardking statementsivithin the
meaning of Section 27A of the Securities Act of 3@Bd Section 21E of the

CAUTIONARY STATEMENT REGARDING
FORWARD -LOOKING INFORMATION

matters that may affect the timing of our abililydomplete the pending
acquisition of the Comex business in Mexico; (kksiand uncertainties
associated with the Company’s ownership of LifeeBhEngineered Systems

Securities Exchange Act of 1934. These forward-luplstatements are based LLC; (i) changes in general domestic economic cioras such as inflation

upon management’s current expectations, estimassamptions and beliefs

concerning future events and conditions and magudis among other things,

anticipated future performance (including sales emuhings), expected
growth, future business plans and the costs arehpat liability for
environmental-related matters and the lead pigraedtiead-based paint
litigation. Any statement that is not historicalriature is a forward-looking
statement and may be identified by the use of wanmdkphrases such as
“expects,” “anticipates,” “believes,” “will,” “willlikely result,” “will
continue,” “plans to” and similar expressions.

” ” ”

”w

Readers are cautioned not to place undue reliamesy forward-
looking statements. Forward-looking statementsacessarily subject to
risks, uncertainties and other factors, many ofcWiare outside the control of
the Company, that could cause actual results ferdifaterially from such
statements and from the Company'’s historical resant experience. These
risks, uncertainties and other factors include ghgtgs as: (a) general
business conditions, strengths of retail and manufeng economies and the
growth in the coatings industry; (b) competitivettas, including pricing
pressures and product innovation and quality; lienges in raw material and
energy supplies and pricing; (d) changes in the @omy's relationships with
customers and suppliers; (e) the Company’s akidityttain cost savings from
productivity initiatives; (f) the Compang’ability to successfully integrate p
and future acquisitions into its existing operagioincluding the pending
acquisition of the Comex business in Mexico andréoent acquisitions of tt
Comex business in the United States and Canada&eGand Jiangsu Pulani
as well as the performance of the businesses acijg) legal, regulatory ai
other

rates, interest rates, tax rates, unemploymers,ratgher labor and healthcare
costs, recessions, and changing government pqllei@s and regulations;

(j) risks and uncertainties associated with the famy’s expansion into and
its operations in Asia, Europe, Mexico, South Arca@nd other foreign
markets, including general economic conditiondatidn rates, recessions,
foreign currency exchange rates, foreign investraadtrepatriation
restrictions, legal and regulatory constraintsil cimrest and other external
economic and political factors; (k) the achievenargrowth in foreign
markets, such as Asia, Europe, Mexico and Southrisang(l) increasingly
stringent domestic and foreign governmental regardatincluding those
affecting health, safety and the environment; (mherent uncertainties
involved in assessing the Company’s potential liighiior environmental-
related activities; (n) other changes in governm@memblicies, laws and
regulations, including changes in accounting peti@nd standards and
taxation requirements (such as new tax laws andareevised tax law
interpretations); (0) the nature, cost, quantitgt antcome of pending and
future litigation and other claims, including tleadl pigment and lead-based
paint litigation, and the effect of any legislatiand administrative regulations
relating thereto; and (p) unusual weather condition

Readers are cautioned that it is not possibleedipt or identify all of
the risks, uncertainties and other factors that afgct future results and that
the above list should not be considered to be gtatmlist. Any forward-
looking statement speaks only as of the date oslwiich statement is made,
and the Company undertakes no obligation to upalatevise any forward-
looking statement, whether as a result of new mftion, future events or
otherwise.

77




SHAREHOLDER INFORMATION

Annual Meeting

The annual meeting of shareholders
will be held in the Landmark
Conference Center, 927 Midland
Building, 101 W. Prospect Avenue,
Cleveland, Ohio on Wednesday,
April 16, 2014 at 9:00 A.M.,

local time.

Headquarters

101 W. Prospect Avenue
Cleveland, Ohio 44115-1075
(216) 566-2000
www.sherwin.com

Investor Relations

Robert J. Wells

Senior Vice President - Corporate
Communications and Public Affairs
The Sherwin-Williams Company
101 W. Prospect Avenue
Cleveland, Ohio 44115-1075
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Independent Registered
Public Accounting Firm
Ernst & Young LLP
Cleveland, Ohio

Stock Trading

Sherwin-Williams Common Stock—
Symbol, SHW—is traded on the
New York Stock Exchange.

Dividend Reinvestment Program

A dividend reinvestment program is
available to shareholders of common
stock. For information, contact

Wells Fargo Shareowner Services.

Form 10-K

The Company’s Annual Report on
Form 10-K, filed with the Securities
and Exchange Commission, is
available without charge. To obtain
a copy, contact Investor Relations.

Transfer Agent & Registrar

Our transfer agent, Wells Fargo
Shareowner Services, maintains the
records for our registered shareholders
and can help with a wide variety of
shareholder related services, including
the direct deposit of dividends and
online access to your account. Contact;
Wells Fargo Shareowner Services

P.O. Box 64856

St. Paul, MN 55164-0856
www.shareowneronline.com
1-800-468-9716 Toll-free
651-450-4064 outside the United States
651-450-4144 TDD




COMMON STOCK TRADING STATISTICS

2013

2012

SHAREHOLDER INFORMATION

2011

2010

2009

High $ 195.3: $ 159.8( $ 90.4: $ 84.9¢ 64.1°
Low 153.9¢ 90.21 69.47 57.8¢ 42.1¢
Close December 31 183.5( 153.8: 89.27 83.7¢ 61.6¢
Shareholders of record 7,55¢ 7,95¢ 8,36( 8,70¢ 9,151
Shares traded (thousands) 186,85¢ 282,39 286,27t 316,58: 430,21t
QUARTERLY STOCK PRICES AND DIVIDENDS
2013 2012

Quarter High Low Dividend Quarter High Low Dividend
1st $ 172.4. % 1539 $ .50C 1st $ 110.7¢ % 90.21 .39(C
2nd 194 .5¢ 162.2: .50C 2nd 133.97 107.2¢ .39(C
3rd 190.6¢ 163.6: .50C 3rd 150.8( 122.7¢ .39(C
4th 195.3: 170.6: .50C 4th 159.8( 138.3¢ .39(C
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CORPORATE OFFICERS AND
OPERATING MANAGEMENT

Corporate Officers

Christopher M. Connor, 57*
Chairman and Chief Executive Officer

John G. Morikis, 50*
President and Chief Operating Officer

Sean P. Hennessy, 56*
Senior Vice President - Finance and
Chief Financial Officer

Thomas E. Hopkins, 56*
Senior Vice President -
Human Resources

Catherine M. Kilbane, 50*
Senior Vice President, General
Counsel and Secretary

Steven J. Oberfeld, 61*
Senior Vice President -
Corporate Planning and Development

Robert J. Wells, 56*
Senior Vice President - Corporate
Communications and Public Affairs

Allen J. Mistysyn, 45*
Vice President -
Corporate Controller

Jeffrey J. Miklich, 39
Vice President and Treasurer

Jane M. Cronin, 46
Vice President - Corporate Audit
and Loss Prevention

Michael T. Cummins, 55
Vice President - Taxes and
Assistant Secretary

Richard M. Weaver, 59
Vice President - Administration

Operating Management

Joel Baxter, 53

President & General Manager
Global Supply Chain Division
Consumer Group

Paul R. Clifford, 50

President & General Manager
Canada Division

Paint Stores Group

Robert J. Davisson, 53*
President
Paint Stores Group

Timothy J. Drouilhet, 52
President & General Manager
Eastern Division

Paint Stores Group

Monty J. Griffin, 53

President & General Manager
South Western Division

Paint Stores Group

Thomas C. Hablitzel, 51
President & General Manager
Automotive Division

Global Finishes Group

George E. Heath, 48*
President
Global Finishes Group

Peter J. Ippolito, 49

President & General Manager
Mid Western Division

Paint Stores Group

Timothy A. Knight, 49*
President
Latin America Coatings Group

Cheri M. Phyfer, 42

President & General Manager
Diversified Brands Division
Consumer Group

Ronald B. Rossetto, 47

President & General Manager
Protective & Marine Coatings Division
Global Finishes Group

David B. Sewell, 45
President & General Manager
Product Finishes Division
Global Finishes Group

Todd V. Wipf, 49

President & General Manager
Southeastern Division

Paint Stores Group



* Executive Officer as defined by the Securities Bxgk Act of 1934
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CORPORATE OFFICERS AND
OPERATING MANAGEMENT

2013 DIRECTORS

1. John M. Stropki, 63 4. Susan J. Kropf, 65 7. Richard J. Kramer, 50*

Retirec, former Chairman, President Retired, former President and Chairman of the Board,

and Chief Executive Officer Chief Operating Officer Chief Executive Officer and President

Lincoln Electric Holdings, Inc. Avon Products, fnc. The Goodyear Tire & Rubber Company
2. Richard K. Smucker, 65 5. Christopher M. Connor, 57 8. David F. Hodnik, 66"

Chief Executive Officer Chairman and Retired, former President and

The.J. M. Smucker Company Chief Executive Officer Chief Executive Officer

The Serwin-Williams Company Ace Hardware Corporation

3. Arthur F. Anton, 56°

President and 6. Thomas G. Kadien, 57

Chief Executive Officer Senior Vice President

Swagelok Company Consumer Packaging and IP Asia

International Paper Company

‘udt Comitee Membe
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The Sherwin-Williams Company

Subsidiary

Comex North America, Inc.

Contract Transportation Systems Co.
Omega Specialty Products & Services LLC
Sherwin-Williams Realty Holdings, Inc.
SWIMC, Inc.

The Sherwin-Williams Acceptance Corporation

Subsidiary

Compania Sherwin-Williams, S.A. de C.V.
Geocel Limited

Jiangsu Pulanna Coating Co., Ltd.

Oy Sherwin-Williams Finland Ab

Pinturas Condor S.A.

Pinturas Industriales S.A.

Productos Quimicos y Pinturas, S.A. de C.V.

Przedsiébiorstwo Altax Sp. z 0.0
Quetzal Pinturas, S.A. de C.V.
Ronseal (Ireland) Limited

Ronseal Limited

Sherwin-Williams Argentina L.y C.S.A.
Sherwin-Williams Aruba VBA
Sherwin-Williams (Australia) Pty. Ltd.

Sherwin-Williams Automotive Mexico S. de R.L. de\C.

Sherwin-Williams Balkan S.R.L.
Sherwin-Williams Bel

Sherwin-Williams (Belize) Limited
Sherwin-Williams Benelux NV
Sherwin-Williams Canada Inc.
Sherwin-Williams (Caribbean) N.V.
Sherwin-Williams Cayman Islands Limited

Domestic

Subsidiaries

State of

Incorporation

DE
DE
OH
IL
DE
NV

Country of

Incorporation

Mexico
UK
China
Finland
Ecuador
Uruguay
Mexico
Poland
Mexico
Ireland
UK
Argentina
Aruba
Australia
Mexico
Romania
Belarus
Belize
Belgium
Canada
Curacao

Grand Caym
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Sherwin-Williams Chile S.A.
Sherwin-Williams Coatings S.ar.l.

Sherwin Williams Colombia S.A.S.
Sherwin-Williams Czech Republic spol. s r.o
Sherwin-Williams Denmark A/S
Sherwin-Williams Deutschland GmbH
Sherwin-Williams do Brasil Industria e Comercio atd
Sherwin-Williams France Finishes SAS
Sherwin-Williams HK Limited
Sherwin-Williams (Ireland) Limited
Sherwin-Williams Italy S.r.1.

Sherwin-WilliamsLuxembourg Investment Management Company S.ar.l.

Sherwin-Williams (Malaysia) Sdn. Bhd.
Sherwin-Williams Norway AS

Sherwin-Williams Paints Limited Liability Company
Sherwin-Williams Peru S.R.L.

Sherwin-Williams Pinturas de Venezuela S.A.
Sherwin-Williams Poland Sp. z 0.0
Sherwin-Williams Protective & Marine Coatings
Sherwin-Williams (S) Pte. Ltd.

Sherwin-Williams Services (Malaysia) Sdn. Bhd.
Sherwin-Williams (Shanghai) Limited
Sherwin-Williams Spain Coatings S.L.
Sherwin-Williams Sweden AB

Sherwin-Williams (Thailand) Co., Ltd.
Sherwin-Williams UK Automotive Limited
Sherwin-Williams Uruguay S.A.
Sherwin-Williams (Vietnam) Limited
Sherwin-Williams VI, LLC

Sherwin-Williams (West Indies) Limited

SWIPCO - Sherwin Williams do Brasil Propriedade
Intelectual Ltda.

The Sherwin-Williams Company Resources Limited
TOB Becker Acroma Ukraine

UAB Sherwin-Williams Lietuva

ZAO Sherwin-Williams

Zhao Qing Sherwin Williams Coatings Co., Ltd.

Chile

Luxembourg

Colombia

CzBepublic

Denmark
Germany
Brazil
France
Hong Kong
Ireland
Italy
Luxembourg
Malaysia
Norway
Russia
Peru
Veméau
Poland
UK
Singapore
Maia
China
Spain
Sweden
Thailand
UK
Uruguay
Vietham

Sherwin-Williams VI, LLC

Jamaica

Brazil
digm
Ukraine
Lithuania
Russia
Ghin



EXHIBIT 23

Consent of Independent Registered Public Accouriing

We consent to the incorporation by reference is thinnual Report (Form 10-K) of The Sherwivilliams Company of our reports da
February 27, 2014 with respect to the consolidditeahcial statements of The Sherwivilliams Company and the effectiveness of inte
control over financial reporting of The Sherwin-Wiins Company, included in the 2013 Annual ReporShareholders of The Sherwin-
Williams Company.

Our audits also included the financial statemertedale of The Sherwilviliams Company listed in Item 15(a). This schedus$ th
responsibility of The Sherwililliams Company management. Our responsibilittoi€xpress an opinion based on our audits. In purian,
as to which the date is February 27, 201He financial statement schedule referred to apahen considered in relation to the basic final
statements taken as a whole, presents fairly imaterial respects the information set forth therei

We consent to the incorporation by reference infdflewing Registration Statements of our reporised February 27, 20Miith respect to tr
consolidated financial statements and schedulehgf $herwinwilliams Company and the effectiveness of interoahtrol over financit
reporting of The SherwilVilliams Company, incorporated by reference heraird our report included in the preceding paragraip respec
to the financial statement schedule of The Sheiiiliams Company included in this Annual Report (f010-K) of The SherwiWilliams
Company:

Registration

Number Description
333-166365 The Sherwin-Williams Company 2006 Bgaitd Performance Incentive Plan (as Amended asthie as of April
21, 2010) Form S-8 Registration Statement
333-152443 The Sherwin-Williams Company EmployeSPurchase and Savings Plan Form S-8 Regisir&timement
333-133419 The Sherwin-Williams Company 2006 Bgaitd Performance Incentive Plan and The Sherwilliaivis Company
2006 Stock Plan for Nonemployee Directors FormRe§istration Statement
333-129582 The Sherwin-Williams Company 2005 Dref#iCompensation Savings and Pension Equalizataon Phe Sherwin-

Williams 2005 Key Management Deferred Compensda®iam and The Sherwin-Williams Company 2005 Director
Deferred Fee Plan Form S-8 Registration Statement

333-105211 The Sherwin-Williams Company EmployeSPurchase and Savings Plan Form S-8 Regisir&timement
333-101229 The Sherwin-Williams Company 2003 Stelgn Form S-8 Registration Statement
333-66295 The Sherwin-Williams Company Deferreanpensation Savings Plan, The Sherwin-Williams Camgp€ey

Management Deferred Compensation Plan and The 8h&villiams Company Director Deferred Fee Plan F@&B
Registration Statement

é-mﬂff MLLP

Cleveland, Ohio
February 27, 2014



EXHIBIT 24(a)
POWER OF ATTORNEY

THE SHERWIN -WILLIAMS COMPANY

KNOW ALL BY THESE PRESENTS, that each of the undtgmed directors and/or officers of The Sherwin-V&iths Company, an
Ohio corporation (the “Company”), hereby constitudéad appoints each of Christopher M. Connor, $edtennessy and Catherine M.
Kilbane, with full power of substitution and restihgion, as the true and lawful attorney-in-factadtorneys-in-fact of the undersigned to
execute and file with the Securities and Exchange@ission under the Securities Exchange Act of 84Company’s Annual Report on
Form 10-K for the fiscal year ended December 3132With any and all amendments, supplements ahibiéx thereto, and any and all other
documents in connection therewith, with full povaed authority to do and perform any and all actsthings necessary, appropriate or
desirable to be done in the premises, or in theen@hace and stead of the undersigned, as fubiji iatents and purposes as such person migt
or could do in person, hereby ratifying and appng\wall that said attorneys-fiact or any of them and any substitute therefor taagully do or
cause to be done by virtue thereof.

This Power of Attorney may be executed in multipbeinterparts, each of which shall be deemed ainatigith respect to the person
executing it.

Executed as of this 1'9day of February, 2014.

Signature Title

sl Christopher M. Connor Chairman and Chief Executive Officer, Director (Ripal
Christopher M. Connor Executive Officer)

/s/ Sean P. Hennessy Senior Vice President - Finance and Chief Finar@fiter
Sean P. Hennessy (Principal Financial Officer)

/sl Allen J. Mistysyn

Vice President - Corporate Controller

Allen J. Mistysyn (Principal Accounting Officer)
/sl Arthur F. Anton

Arthur F. Anton Director
/sl David F. Hodnik

David F. Hodnik Director
/sl Thomas G. Kadien

Thomas G. Kadien Director
/sl Richard J. Kramer

Richard J. Kramer Director
/sl Susan J. Kropf

Susan J. Kropf Director
/s/ Richard K. Smucker

Richard K. Smucker Director

/sl John M. Stropki
John M. Stropki Director




EXHIBIT 24(b)

CERTIFICATE

I, the undersigned, Secretary of The Sherwin-WilkaCompany (the “Company”hereby certify that attached hereto is a true
complete copy of a resolution of the Board of Dioes of the Company, duly adopted at a meeting baldrebruary 19, 2014, and that <
resolution is in full force and effect and has been amended, modified, revoked or rescinded #eealate hereof.

IN WITNESS WHEREOF, | have executed this certificas of this 19th day of February, 2014.
[s/ Catherine M. Kilbane

Catherine M. Kilbane
Secretary




RESOLVED, that the appropriate officers of the Camp are each hereby authorized to execute andedediypower of attorney appoint
Christopher M. Connor, Sean P. Hennessy and Cath&ti Kilbane or any of them, with full power oftmsiitution and resubstitution, to ac
attorneys-infact for the Company and for such officers for thepose of executing and filing with the Securiteesl Exchange Commissi
and any national securities exchange, on behaliefCompany, the Annual Report on FormKL@or the fiscal year ended December 31, 2
and any and all amendments, exhibits and otherrdents in connection therewith, and to take oth&padeemed necessary and approp
to effect the filing of such Annual Report on Fofi-K and any and all such amendments, exhibits andradbcuments in connecti
therewith.



EXHIBIT 31(a)

CERTIFICATION

I, Christopher M. Connor, certify that:
1. I have reviewed this annual report on Form 16fKhe Sherwirilliams Company

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

3. Based on my knowledge, the financial statemeamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and procedures (as
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 procsdarecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

b) Designed such internal control over finanoggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

c) Evaluated the effectiveness of the registragtisslosure controls and procedures and presenttlsi 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 thestegnt’s internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

5. The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent e@iuaf internal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!
functions):

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

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

Date:February 27, 2014 /sl Christopher M. Connor
Christopher M. Connor
Chairman and Chief
Executive Officer




EXHIBIT 31(b)

CERTIFICATION

I, Sean P. Hennessy, certify that:
1. I have reviewed this annual report on Form 16fKhe Sherwirilliams Company

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

3. Based on my knowledge, the financial statemeamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and procedures (as
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 procsdarecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

b) Designed such internal control over finanoggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

c) Evaluated the effectiveness of the registragtisslosure controls and procedures and presenttlsi 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 thestegnt’s internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

5. The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent e@iuaf internal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!
functions):

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

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

Date:February 27, 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 Annual Report on Form 104KThe Sherwin-Williams Company (the “Company”) tbe fiscal year ended
December 31, 2013 as filed with the Securitiesxethange Commission on the date hereof (the “R8parChristopher M. Connor,
Chairman and Chief Executive Officer of the Comparertify, pursuant to 18 U.S.C. Section 1350,dped pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.

Dated:February 27, 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 authenticatiegnowledging, or otherwise adopting the
signature that appears in typed form within thetedamic version of this written statement requibsdSection 906, has been provided to The
Sherwin-Williams Company and will be retained byeTdherwinWilliams Company and furnished to the Securitied Brchange Commissic
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 Annual Report on Form 104KThe Sherwin-Williams Company (the “Company”) tbe fiscal year ended
December 31, 2013 as filed with the SecuritiesExcthange Commission on the date hereof (the “R8parSean P. Hennessy, Senior Vice
President Finance and Chief Financial Officer of the Compagertify, pursuant to 18 U.S.C. Section 1350, aspéet pursuant to Section ¢
of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.

Dated:February 27, 2014 Is/ 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 authenticatiegnowledging, or otherwise adopting the
signature that appears in typed form within thetedamic version of this written statement requibsdSection 906, has been provided to The
Sherwin-Williams Company and will be retained byeTdherwinWilliams Company and furnished to the Securitied Brchange Commissic
or its staff upon request.



