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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

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

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011

Net sales $ 2,603,22 $ 2,484,92 $ 7,312,59: $ 6,695,25
Cost of goods sold 1,452,94. 1,446,62 4,101,87. 3,836,79!
Gross profit 1,150,28; 1,038,29 3,210,71 2,858,46;

Percent to net sales 44.2% 41.8% 43.9% 42.7%
Selling, general and administrative expenses 799,78t 760,17¢ 2,367,67. 2,206,85

Percent to net sales 30.7% 30.6 % 32.4% 33.0%
Other general expense - net 1,12: 1,60( 9,24¢ 2,07¢
Interest expense 10,35¢ 10,45: 30,92t 32,87
Interest and net investment income (793) (840) (1,960 (1,97))
Other (income) expense - net (3,190 6,632 (8,28)) 6,62¢
Income before income taxes 342,99t 260,27t 813,11t 612,00!
Income taxes 108,04! 80,39¢ 250,13: 184,69
Net income $ 234,95: $ 179,87 $ 562,98 $ 427,30
Net income per common share:

Basic $ 2.2¢ $ 1.7¢4 $ 5.4¢ $ 4.0¢

Diluted $ 2.2¢ $ 1.71 $ 5.37 $ 3.9¢
Average shares outstanding—basic 101,525,65 102,151,16 101,680,88 103,939,55
Average shares and equivalents outstanding—diluted 104,019,32 104,123,27 103,968,12 106,161,54
Comprehensive income $ 226,89: $ 107,17. $ 573,51( $ 387,77(

See notes to condensed consolidated financial statements.




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

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

Work in process and raw materials

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

Construction in progress
Less allowances for depreciation

Total Assets

Liabilities and Shareholders’ Equity
Current liabilities:
Short-term borrowings
Accounts payable
Compensation and taxes withheld
Accrued taxes
Current portion of long-term debt
Other accruals
Total current liabilities
Long-term debt
Postretirement benefits other than pensions
Other long-term liabilities
Shareholders’ equity:
Common stock—$1.00 par value:
103,107,051, 103,854,234 and 103,760,672 sharstaading at September 30, 2012,
December 31, 2011 and September 30, 2011, resplgctiv
Preferred stock—convertible, no par value:
115,321, 160,273 and 175,737 shares outstandidgméember 30, 2012,
December 31, 2011 and September 30, 2011, resplgctiv
Unearned ESOP compensation
Other capital

Retained earnings

September 30, December 31, September 30,
2012 2011 2011

55,18: 32,69¢ 46,02¢
1,263,07' 989,87. 1,173,58
787,57( 730,72 743,19:
176,12} 196,08: 223,56!
963,69! 926,80¢ 966,75t
149,09( 149,20 127,09(
178,35( 163,00t 195,94(
2,609,39! 2,261,59: 2,509,39:
1,122,92. 1,108,00: 1,106,65-
316,92¢ 305,87: 316,47¢
235,01: 228,35( 264,29:
397,40¢ 368,89¢ 353,83
103,02¢ 105,01( 106,32:
670,47( 668,80: 671,18¢
1,726,55. 1,657,87. 1,643,62.
50,90z 41,26¢ 46,01¢
2,550,95. 2,472,95! 2,467,15:
1,607,35! 1,516,421 1,527,66!
943,60: 956,53( 939,48t
5,625,26! 5,229,25: 5,490,13!
330,14 346,31 517,49¢
1,034,92. 965,14¢ 996,73:
300,15: 251,06( 234,87¢
157,55¢ 120,55! 142,71
3,93¢ 7,82: 10,08
465,30¢ 471,76 452,81
2,292,02. 2,162,66 2,354,72!
635,34 639,23: 641,25
299,43t 297,52¢ 297,20(
619,04! 612,91: 547,02¢
110,65¢ 107,45 106,90:
115,32: 160,27 175,73
(115,32) (160,272 (175,73)
1,552,20: 1,297,62! 1,304,50:
1,198,57. 756,37: 779,50¢



Treasury stock, at cost
Cumulative other comprehensive loss
The Sherwin-Williams Company shareholders' equity
Noncontrolling interest
Total shareholders' equity

Total Liabilities and Shareholders’ Equity

See notes to condensed consolidated financial statements.

(724,67 (276,65 (237,75)
(357,35() (367,879 (317,859
1,779,411 1,516,91! 1,635,30.

14,62t
1,779,411 1,516,91! 1,649,92
5,625,26! 522925 $ 5,490,13"




THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES

CONDENSED STATEMENTS OF CONSOLIDATED CASH FLOWS (UNAUDITED)

Thousands of dollars

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

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

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

Effect of exchange rate changes on cash

Net increase (decrease) in cash and cash equisalent
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of period

Income taxes paid
Interest paid

See notes to condensed consolidated financial statements.

Nine Months Ended

September 30, September 30,
2012 2011

$ 562,98. $ 427,30¢
113,33t 112,80°
20,09¢ 23,26:
33,04 31,77¢

6,64¢ 1,33¢

9,621 7,34¢

14,78: 11,84¢

2,70C 2,047

(2,975 1,74z
(145,129 (142,81)
(24,619 (17,920
(2,379 (5,090)
(18,86() (7,686)
569,26! 445,96:
(102,989 (96,887
(46,899 (29,847
11,06¢ 12,19¢
(36,229 (66,40¢)
(175,039 (180,949
(15,230 128,32t
2,10¢ 28,90¢
(12,949 (33,665
(120,599 (115,65
162,41¢ 41,50:¢
62,04¢ 9,53¢
(433,05Y) (328,745
(14,376 28¢
(369,62¢) (269,49Y)
(2,115 (8,087
22,48t (12,559
32,69¢ 58,58t

$ 55,18: $ 46,02¢
$ 164,15 $ 102,81!
29,85( 31,68(






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

Periods ended September 30, 2012 and 2011

NOTE 1—BASIS OF PRESENTATION

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

There have been no significant changes in criicabunting policies since December 31, 2011 . Aoting estimates were revised as
necessary during the first nine months of 2012 dasenew information and changes in facts and mistances. Certain amounts in the 2011
condensed consolidated financial statements hase feelassified to conform to the 2012 presentation

The Company primarily uses the last-in, first-dutHO) method of valuing inventory. An actual valigex of inventory under the LIFO
method can be made only at the end of each yeadlmsthe inventory levels and costs at that tiseeordingly, interim LIFO calculations
are based on management’s estimates of expecte@nyeééanventory levels and costs are subject tdittad year-end LIFO inventory
valuation. In addition, interim inventory levellnde management’s estimates of annual invent@sel® due to shrinkage and other factors.
The final year-end valuation of inventory is basadan annual physical inventory count performednduthe fourth quarter. For further
information on inventory valuations and other maiteefer to the consolidated financial statemants footnotes thereto included in the
Company’s Form 10-K for the year ended DecembefG11] .

The consolidated results for the three and ninethsoanded September 30, 2Gk2 not necessarily indicative of the results texgected fo
the year ending December 31, 2012.

NOTE 2—IMPACT OF RECENTLY ISSUED ACCOUNTING PRONOUN CEMENTS

In July 2012, the Financial Accounting StandardaffiqFASB) issued Accounting Standards Update (ASt&l)2012-2, which amends the
Intangibles - Goodwill and Other Topic of the Acating Standards Codification (ASC). The updateddsad gives companies the option to
perform a qualitative assessment to determine vehétldefinite-lived intangible assets are impaiiéthe qualitative analysis shows that it is
not more likely than not that an indefinite-livedangible asset is impaired, then the annual finevcalculation does not need to be
performed. However, if it is more likely than nbat an indefinite-lived intangible asset is impdjréhen the annual fair value calculation still
must be performed. ASU No. 2012-2 is effectivedonual and interim impairment tests performed i&gd years beginning after September
15, 2012. Early adoption is permitted. The Compaillyconsider performing the optional qualitativesessment as part of its 2012 indefinite-
lived intangibles impairment test. It will not aftethe Company’s results of operations, financtaddition, liquidity or disclosures.

Effective January 1, 2012, the Company adopted A®U2011-5 and 2011-12, which amend the Compreherscome Topic of the ASC.
The updated guidance requires the components ofia@nd other comprehensive income to be presantedingle continuous statement or
two consecutive statements in annual periods.terim periods, total comprehensive income mustresgnted in either a single continuous
statement or two consecutive statements.

NOTE 3—DIVIDENDS

Dividends paid on common stock during each of ittet three quarters of 2012 and 2011 were $.39@@emmon share and $.365 per
common share, respectively.




NOTE 4—COMPREHENSIVE INCOME
Comprehensive income is summarized as follows:

Three Months Ended Nine Months Ended
(Thousands of dollars) September 30, September 30,
2012 2011 2012 2011
Net income $ 234,95. $ 179,87 % 562,98: $ 427,30t
Foreign currency translation adjustments (11,699 (74,88¢) 22z (47,999
Amortization of net prior service costs and netiagtl losses, net of taxes 3,40z 2,40¢ 10,18¢ 9,09:¢
Adjustments of marketable equity securities, neagés?® 23t (225) 12C (633)
Comprehensive income $ 226,89: $ 107,17:  $ 57351 $ 387,77

@ The tax effect of amortization of net prior servazests and net actuarial losses was $(3,024) éh@6g() for the three and nine months
ended September 30, 2012 and $(3,055) and $(9f0d6)e three and nine months ended Septemberddq, 2

@ The tax effect of adjustments of marketable egsgtgurities was $(150) and $(77) for the three ane months ended September 30,
2012 and $144 and $404 for the three and nine mamtted September 30, 2011 .

NOTE 5—PRODUCT WARRANTIES

Changes in the Company'’s accrual for product wayrelaims during the first nine months of 2012 &@d.1 , including customer satisfaction
settlements, were as follows:

(Thousands of dollars)

2012 2011
Balance at January 1 $ 22,07. $ 23,108
Charges to expense 18,64¢ 23,17:
Settlements (19,10 (19,509
Balance at September 30 $ 21,61¢ $ 26,77:

For further details on the Company’s accrual fadorct warranty claims, see Note 1 to the Consdifi&inancial Statements in the
Company’s Annual Report on Form 10-K for the yaauled December 31, 2011 .

NOTE 6—EXIT OR DISPOSAL ACTIVITIES

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

In the nine months ended September 30, 2012 , stoess in the Paint Stores Group, two branchedvwaodacilities in the Global Finishes
Group and five stores in the Latin America Coati@geup were closed due to lower demand or redurndanc
The following table summarizes the activity and a@ming liabilities associated with qualified exdsts at September 30, 2012 :




Actual Adjustments to
(Thousands of dollars) Balance at Provisions in expenditures prior provisions Balance at
December 31,  Cost of goods charged to in Other general September 30,
Exit Plan 2011 sold or SG&A accrual expense—net 2012
Global Finishes Group facility shutdown in 2012:
Severance and related costs $ 3,39¢ $ 3,39¢
Other qualified exit costs 3,34: 3,34:
Consumer Group manufacturing facilities shutdown in2011:
Severance and related costs $ 197 $ (133 $ (64)
Paint Stores Group stores shutdown in 2011:
Other qualified exit costs 15€ (1449 12)
Global Finishes Group branches shutdown in 2011:
Severance and related costs 12¢ (229
Other qualified exit costs 47C (240 33C
Global Finishes Group branches shutdown in 2010:
Other qualified exit costs 95k (92) 864
Other qualified exit costs for facilities shutdownprior to 2010 8,49:¢ (1,737) (18) 6,73¢
Totals $ 10,40C $ 6,74: $ (2,379 $ 94 $ 14,67+

For further details on the Company’s exit or disgd@tivities, see Note 6 to the Consolidated FirerStatements in the Company’s Annual
Report on Form 10-K for the year ended Decembef@11 .

NOTE 7 — HEALTH CARE, PENSION AND OTHER BENEFITS

Shown below are the components of the Company’sebdic benefit cost for domestic defined bengéibsion plans, foreign defined
benefit pension plans and postretirement benetfitsraghan pensions:

Postretirement

Domestic Defined Foreign Defined Benefits Other than

(Thousands of dollars) Benefit Pension Plans Benefit Pension Plans Pensions
2012 2011 2012 2011 2012 2011
Three Months Ended September 30:
Net periodic benefit cost:
Service cost $ 4,73 $ 4,007 $ 892 $ 91¢ $ 73€ % 873
Interest cost 4,33( 4,707 1,72¢ 1,061 3,38( 3,89¢
Expected return on assets (12,210 (12,610 (1,677 (662)
Amortization of:
Prior service cost (credit) 39¢ 40¢ (164) (164)
Actuarial loss 5,48¢ 4,87¢ 251 21F 42¢ 62€
Net periodic benefit cost $ 3,73¢ % 2,38 $ 1,191 $ 1532 $ 4,381 $ 5,23(
Nine Months Ended September 30:
Net periodic benefit cost:
Service cost $ 14,19% $ 12,02 $ 2,671 $ 2,81 $ 2,20¢ $ 2,621
Interest cost 12,99: 14,12 5,174 3,22¢ 10,14( 11,68¢
Expected return on assets (33,63) (34,83) (5,03)) (2,009
Amortization of:
Prior service cost (credit) 1,19¢ 1,22¢ (492) (492)
Actuarial loss 16,457 14,63( 754 65C 1,28¢ 1,87¢
Net periodic benefit cost $ 11,20¢ $ 7,167 $ 3,57/ $ 4681 $ 13,14: $ 15,69:

For further details on the Company’s health caeasppon and other benefits, see Note 7 to the Cioladet Financial Statements in the
Company’s Annual Report on Form 10-K for the yazdlesd December 31, 2011 .






NOTE 8—OTHER LONG-TERM LIABILITIES

The Company initially provides for estimated castenvironmental-related activities relating topisst operations and third-party sites for
which commitments or clean-up plans have been dpeel and when such costs can be reasonably edlifvated on industry standards and
professional judgment. These estimated costs aeendimed based on currently available facts regagrdach site. If the best estimate of costs
can only be identified as a range and no speaificuat within that range can be determined mordylikean any other amount within the
range, the minimum of the range is provided. Att€eyber 30, 2012 , the unaccrued maximum of thenastid range of possible outcomes is
$97.7 million higher than the minimum.

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

Included in Other long-term liabilities at SeptemB8, 2012 and 2011 were accruals for extended-@mviental-related activities of $80.8
million and $82.2 million , respectively. Estimateassts of current investigation and remediatioiviiets of $42.8 million and $60.1 million
are included in Other accruals at September 3@ 2081 2011 , respectively.

Four of the Company’s currently and formerly owmeanufacturing sites account for the majority of éiterual for environmental-related
activities and the unaccrued maximum of the esgohaange of possible outcomes at September 30, .2813eptember 30, 2012 , $81.7
million , or 66.1 percent of the total accrualatedd directly to these four sites. In the aggregatecrued maximum of $97.7 million at
September 30, 2012 , $66.7 million , or 68.3 perceelated to the four manufacturing sites. Wieitwironmental investigations and remedial
actions are in different stages at these sitestiadal investigations, remedial actions and mariitg will likely be required at each site.

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

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

For further details on the Company’s Other longrtdéiabilities, see Note 9 to the Consolidated FoiahStatements in the CompasyAnnual
Report on Form 10-K for the year ended Decembef@11 .

NOTE 9—LITIGATION

In the course of its business, the Company is stibjea variety of claims and lawsuits, includibgt not limited to, litigation relating to
product liability and warranty, personal injury vonmental, intellectual property, commercial, tractual and antitrust claims that are
inherently subject to many uncertainties regardirggpossibility of a loss to the Company. Thesestbainties will ultimately be resolved
when one or more future events occur or fail tauo@onfirming the incurrence of a liability or theduction of a liability. In accordance with
the Contingencies Topic of the ASC, the Companyusscfor these contingencies by a charge to inaghen it is both probable that one or
more future events will occur confirming the faéadoss and the amount of the loss can be reagoastimated. In the event that the
Company’s loss contingency is ultimately determitete significantly higher than currently accruttd recording of the additional liability
may result in a material impact on the Companyssiits of operations, liquidity or financial conditi for the annual or interim period during
which such additional liability is accrued. In tlkosases where no accrual is recorded becauseat gobable that a liability has been
incurred and cannot be reasonably estimated, at@npal liability ultimately determined to be altrtable to the Company may result in a
material impact on the Company’s results of operetj liquidity or financial condition for the anriwa interim period during which such
liability is accrued. In those cases where no aldeurecorded or exposure to loss exists in

8




excess of the amount accrued, the Contingencie Dbthe ASC requires disclosure of the contingewben there is a reasonable possib
that a loss or additional loss may have been iecurr

Lead pigment and lead-based paint litigationThe Company’s past operations included the manufaend sale of lead pigments and lead-
based paints. The Company, along with other congsars and has been a defendant in a number dfdemzeedings, including individual
personal injury actions, purported class actiond,actions brought by various counties, citiespstiistricts and other government-related
entities, arising from the manufacture and salead pigments and lead-based paints. The plaintitiéms have been based upon various
legal theories, including negligence, strict lithjlbreach of warranty, negligent misrepresentatiand omissions, fraudulent
misrepresentations and omissions, concert of aatieih conspiracy, violations of unfair trade ptige and consumer protection laws,
enterprise liability, market share liability, publuisance, unjust enrichment and other theories.plaintiffs seek various damages and relief,
including personal injury and property damage, £osfating to the detection and abatement of lees paint from buildings, costs
associated with a public education campaign, médicaitoring costs and others. The Company is aldefendant in legal proceedings
arising from the manufacture and sale of non-leagkt paints that seek recovery based upon vaggastheories, including the failure to
adequately warn of potential exposure to lead dusunface preparation when using non-lead-based paisurfaces previously painted with
lead-based paint. The Company believes that figatiibn brought to date is without merit or subjecmeritorious defenses and is vigorously
defending such litigation. The Company has notesttiny lead pigment or lead-based paint litigatiiee Company expects that additional
lead pigment and lead-based paint litigation majilbé against the Company in the future asseringjlar or different legal theories and
seeking similar or different types of damages atiefr

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

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

Due to the uncertainties involved, management éblato predict the outcome of the lead pigmentlaad-based paint litigation, the number
or nature of possible future claims and proceediagthe effect that any legislation and/or adnimatéve regulations may have on the
litigation or against the Company. In addition, mgement cannot reasonably determine the scopeairarof the potential costs and
liabilities related to such litigation, or resuliifrom any such legislation and regulations. ThenBany has not accrued any amounts for such
litigation. With respect to such litigation, inclng the public nuisance litigation, the Companysinet believe that it is probable that a loss
has occurred, and it is not possible to estimaeadhge of potential losses as there is no priiohy of a loss of this nature and there is no
substantive information upon which an estimate ¢t based. In addition, any potential liabilitgttmay result from any changes to
legislation and regulations cannot reasonably bmated. In the event any significant liabilitydetermined to be attributable to the Comp
relating to such litigation, the recording of theility may result in a material impact on netonee for the annual or interim period during
which such liability is accrued. Additionally, dteethe uncertainties associated with the amouangfsuch liability and/or the nature of any
other remedy which may be imposed in such litigatamy potential liability determined to be attitifble to the Company arising out of such
litigation may have a material adverse effect am@ompany’s results of operations, liquidity orafiitial condition. An estimate of the
potential impact on the Company’s results of openat liquidity or financial condition cannot be deadue to the aforementioned
uncertainties.

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

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

(iii) the Company and two other defendants shoeldtulered to abate the public nuisance. The Comaadywo other defendants appealed
and, on July 1, 2008, the Rhode Island SupremetCamong other determinations, reversed the judgfesbatement with respect to the
Company and two other defendants. The Rhode Isampdeme Court’s decision reversed the public ngisdiability judgment against the
Company on the basis that the complaint failedatesa public nuisance claim as a matter of law.

The Santa Clara County, California proceeding wiited in March 2000 in the Superior Court of State of California,
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County of Santa Clara. In the original complaihg plaintiffs asserted various claims includingifftaand concealment, strict product
liability/failure to warn, strict product liabilitgesign defect, negligence, negligent breach giegial duty, public nuisance, private nuisance,
and violations of California Business and Professions Code. A number of Sertasd claims were resolved in favor of the defatslthroug!
pre-trial proceedings. The named plaintiffs in Boairth Amended Complaint, filed on March 16, 204rk the Counties of Santa Clara,
Alameda, Los Angeles, Monterey, San Mateo, Solamb\éentura, and the Cities of Oakland, San Diegb%an Francisco. The Fourth
Amended Complaint asserts a sole claim for puhlisance, alleging that the presence of lead predoctuse in paint and coatings in, on
around buildings in the plaintiffs’ jurisdictiongustitutes a public nuisance. The plaintiffs séekabatement of the alleged public nuisance
that exists within the plaintiffs’ jurisdictions.

Litigation seeking damages from alleged personal injury. The Company and other companies are defendantsumaer of legal proceedings
seeking monetary damages and other relief frongedl@ersonal injuries. These proceedings incluaiens by children allegedly injured fro
ingestion of lead pigment or lead-containing paitdims for damages allegedly incurred by the ¢hiltk parents or guardians, and claims for
damages allegedly incurred by professional paintimgractors. These proceedings generally seek ensapory and punitive damages, and
seek other relief including medical monitoring @§hese proceedings include purported claims diyisuals, groups of individuals and
class actions.

The plaintiff in Thomas v. Lead Industries Assoiciat et al., initiated an action in state courtingathe Company, other alleged former lead
pigment manufacturers and the Lead Industries Aason in September 1999. The claims against tha@oy and the other defendants
included strict liability, negligence, negligentsrépresentation and omissions, fraudulent misreptaon and omissions, concert of action,
civil conspiracy and enterprise liability. Impliaitithin these claims is the theory of “risk contrilon” liability (Wisconsin’s theory which is
similar to market share liability) due to the pléfi's inability to identify the manufacturer of grproduct that allegedly injured the plaintiff.
The case ultimately proceeded to trial and, on Kter 5, 2007, the jury returned a defense verfintting that the plaintiff had ingested
white lead carbonate, but was not brain damagéujurned as a result. The plaintiff appealed andDeaember 16, 2010, the Wisconsin Court
of Appeals affirmed the final judgment in favortbe Company and other defendants.

Wisconsin is the only jurisdiction to date to applyheory of liability with respect to alleged pamal injury (i.e., risk contribution/market
share liability) that does not require the plairtiif identify the manufacturer of the product taliégedly injured the plaintiff in the lead
pigment and leatbased paint litigation. Although the risk contrilout liability theory was applied during the Thontigal, the constitutionalit
of this theory as applied to the lead pigment casssnot

been judicially determined by the Wisconsin staterts. However, in an unrelated action filed in thated States District Court for the
Eastern District of Wisconsin, Gibson v. Americaya@amid, et al., on November 15, 2010, the Dis@iotirt held that Wisconsin’s risk
contribution theory as applied in that case vialatee defendants’ right to substantive due proaesisis unconstitutionally retroactive. The
District Court’s decision in Gibson v. American @geanid, et al., has been appealed by the plaintiff.

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

Department of Labor (DOL) Leveraged ESOP Investigabn. As previously disclosed, the DGd.investigation of transactions related to
Company’s ESOP (the “Leveraged ESOP Transactiarsipins open. On April 19, 2012, the Employee B&n&ecurity Administration of
the DOL notified the Company, certain current amahfer directors and the ESOP trustee of potemtimreement claims asserting breache
fiduciary obligations. The DOL is seeking compensatind equitable remedies, including monetary dgsdo the ESOP for alleged losses
to the ESOP. The Company believes that the DOlaisnd are subject to meritorious defenses and vwgtrously defend any proceedings
initiated by the DOL. The Company has not accrugdanounts for such claims.
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NOTE 10—OTHER
Other general expense - net
Included in Other general expense - net were theWing:

Three Months Ended Nine Months Ended
(Thousands of dollars) September 30, September 30,
2012 2011 2012 2011
Provisions for environmental matters—net $ 528 $ 2,69 $ 9,621 % 7,344
Loss (gain) on disposition of assets 654 (1,099 (281) (5,499
Adjustments to prior provisions for qualified egdsts (59 (94) 222
Total $ 1,122 $ 1,600 $ 9,24¢ % 2,07¢

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

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

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

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

Three Months Ended Nine Months Ended
(Thousands of dollars) September 30, September 30,
2012 2011 2012 2011
Dividend and royalty income $ (1,439 $ (1,067 $ (3,53) $ (4,052)
Net expense from financing activities 2,347 1,932 6,36¢ 5,881
Foreign currency related (gains) losses (2,609 8,971 (6,309 11,89(
Other income (3,629 (5,877 (12,109 (14,217
Other expense 2,12¢ 2,67 7,30z 7,117
Total $ (3,190 $ 6,63z $ (8,280) $ 6,62:

The net expense from financing activities inclutfesnet expense relating to the change in the Coypéinancing fees.

Foreign currency related (gains) losses includeeigo currency transaction gains and losses aidedaand unrealized net gains from
foreign currency option and forward contracts. Tmmpany had foreign currency option and forwardi@mts outstanding at September 30,
2012 and 2011 . All of the outstanding contracts imaturity dates of less than twelve months ancewedesignated hedges with changes in
fair value being recognized in earnings in accocdanith the Derivatives and Hedging Topic of theCAS hese derivative instrument values
were included in either Other current assets oefdlecruals and were insignificant at Septembe2302 and 2011 .

Other income and Other expense included itemsweimee, gains, expenses and losses that were @ étathe primary business purpose of
the Company. There were no items within the otheoiine or other expense caption that were indivigsagnificant.
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NOTE 11—INCOME TAXES

The effective tax rate was 31.5 percent and 30r8epé for the third quarter and first nine month@12 , respectively, compared to 30.9
percent and 30.2 percent for the third quarterfastinine months of 2011 , respectively.

At December 31, 2011 , the Company had $29.7 milliounrecognized tax benefits, the recognitiowbich would have an effect of $25.6
million on the current provision for income taxés.September 30, 2012 , the amounts were reduc$d4d million and $21.0 million ,
respectively. Included in the balance of unrecogghitax benefits at December 31, 2011 , was $7 l®milelated to tax positions for which it
is reasonably possible that the total amounts csigidificantly change during the next twelve monthsSeptember 30, 2012 , this amount
was reduced to $4.3 million . The above reductionsmrecognized tax benefits during the first nimenths of 2012 were primarily due to the
expiration of the statutes related to the 200620V federal income tax years as well as the ratiogrof the related state income tax
benefits. The above recognition of income tax biémahd a favorable impact on the Company’s effectax rate for the third quartand first
nine months of 2012 .

The Company classifies all income tax related ggeand penalties as income tax expense. At Deaedib@011 , the Company had accrued
$8.1 million for the potential payment of income taterest and penalties. This amount was reduz&® 4 million at September 30, 2012
primarily due to the expiration of the 2006 and 2®€deral statutes noted above.

The Company and its subsidiaries file income tawrres in the U.S. federal jurisdiction, and varistete and foreign jurisdictions. As
disclosed in Note 15 in the Company’s 2011 Annugppdtt on Form 10-K, the Company has fully resola#dRS issues for the 2003 through
2009 tax years relating to the matters challengiiegeSOP related federal income tax deductionseldiby the Company. With the excep
of $2.0 million of interest related to the 2008 teear, all ESOP related settlement payments hase bede to the IRS. The Department of
Labor’s investigation of the Leveraged ESOP Tratisas remains open. Refer to Note 9 for more infation. The IRS commenced an
examination of the Company’s U.S. income tax refdan the 2008 and 2009 tax years in the third tguaf 2011. Field work is expected to
be completed during 2012. At this time, the Complaay determined that an insignificant refund is fdmessues under review during this
audit period.

As of September 30, 2012 , the Company is subjegdbh-U.S. income tax examinations for the tax y@dr2004 through 2011. In addition,
the Company is subject to state and local incomexaminations for the tax years 2002 through 2011.
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NOTE 12—NET INCOME PER COMMON SHARE

(Thousands of dollars except per share data) Thrg:pl\t/(leﬁg; E(r;’ded Ninseeg/ltzrr]r:BSerE;(;j, ed
2012 2011 2012 2011
Basic
Average common shares outstanding 101,525,65 102,151,16 101,680,88 103,939,55
Net income $ 234,95. $ 179,87 ¢ 562,98: $ 427,30t
Less net income allocated to unvested restrictadesh (1,965 (2,102 (4,654 (4,810
Net income allocated to common shares $ 232,98t $ 177,770 $ 558,32¢ $ 422,49t
Basic net income per common share $ 22¢ 174 $ 54¢ § 4.0¢€
Diluted
Average common shares outstanding 101,525,65 102,151,16 101,680,88 103,939,55
Stock options and other contingently issuable sHére 2,493,66. 1,972,10: 2,287,24 2,221,99.
Average common shares outstanding assuming dilution 104,019,32 104,123,27 103,968,12 106,161,54
Net income $ 234,95. $ 179,87 % 562,98: $ 427,30t
Less net income allocated to unvested restrictadesh
assuming dilution (1,929 (2,070 (4,555 (4,736
Net income allocated to common shares assuming
dilution $ 233,03 % 177,800 $ 558,42° % 422,57
Diluted net income per common share $ 222§ 171  $ 5371 $ 3.9¢

@ Stock options and other contingently issuable shaxeluded 10,924 shares for the nine months eBdptember 30, 2012 due to their
anti-dilutive effect. There were no options exclddieie to their anti-dilutive effect for the threemths ended September 30, 2012 . Stock
options and other contingently issuable sharesueed 101,480 shares for the three and nine montexdeSeptember 30, 2011 due to
their anti-dilutive effect.

The Company has two classes of participating seéesiricommon shares and restricted shares, repieg®9% and 1%f outstanding share
respectively. The restricted shares are shareswefstied restricted stock granted under the Compasgtricted stock award program.
Unvested restricted shares granted prior to AfrilZ010 received non-forfeitable dividends. Accogly, the shares are considered a
participating security and the two-class methodad€ulating basic and diluted earnings per shareqgaired. Effective April 21, 2010, the
restricted stock award program was revised andldids on performance-based restricted shares draftés this date are deferred and
payment is contingent upon the awards vesting. @rdytime-based restricted shares, which contiouedeive non-forfeitable dividends, are
considered a participating security. Basic andteédwearnings per share are calculated using thelags method in accordance with the
Earnings Per Share Topic of the ASC.
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NOTE 13—REPORTABLE SEGMENT INFORMATION

The Company reports segment information in the samethat management internally organizes its lassirfior assessing performance and
making decisions regarding allocation of resoumesccordance with the Segment Disclosures Toptb®@ASC. The Company has
determined that it has four reportable segmentst Baores Group, Consumer Group, Global Finishesif and Latin America Coatings

Group (collectively, the “Reportable Segments”).

(Thousands of dollars)

Three Months Ended September 30, 2012

Global Latin America
Paint Stores Consumer Finishes Coatings Consolidated
Group Group Group Group Administrative Totals
Net external sales $ 1,553,46. $ 348,00: $ 491,81« $ 208,72t $ 1,22: $ 2,603,221
Intersegment transfers 644,40( 85z 13,68¢ (658,939
Total net sales and intersegment transfers $ 1,553,46. $ 992,40: $ 492,66¢ $ 222,41. $ (657,71) $ 2,603,221
Segment profit $ 300,56: $ 57,05 Y § 36,41¢ $ 21,93 $ 415,96:
Interest expense $ (20,359 (10,359
Administrative expenses and other (62,607 (62,607
Income before income taxes $ 300,56 $ 57,05« $ 36,41 $ 2193 % (72,965 $ 342,99¢
Three Months Ended September 30, 2011
Global Latin America
Paint Stores Consumer Finishes Coatings Consolidated
Group Group Group Group Administrative Totals

Net external sales $ 1,417,76! $ 351,57¢ $ 497,02 $ 217,32¢  $ 1,228 $ 2,484,92|
Intersegment transfers 615,30 2,32¢ 11,08:¢ (628,719
Total net sales and intersegment transfers $ 1,417,76! $ 966,88t $ 499,34¢ $ 228,41. $ (627,49) $ 2,484,92I
Segment profit $ 236,88t $ 41,02. Y 3 27,56¢ $ 15,93¢ $ 321,41t
Interest expense $ (10,457 (10,457
Administrative expenses and other (50,68%) (50,68¢)
Income before income taxes $ 236,88t $ 41,02: $ 27,56¢ $ 1593¢ % (61,140 $ 260,27t

@ Segment profit includes $6,908 and $6,446 of marlomintersegment transfers realized as a reselttefnal sales by the Paint Stores Group duriegtind quarter of 2012

and 2011 , respectively.
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Nine Months Ended September 30, 2012

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

Net external sales $ 4,164,641 $ 1,066,12: $ 1,473,558 $ 604,60( $ 3631 $ 7,312,59:
Intersegment transfers 1,803,17! 5,11¢ 36,31( (1,844,60)
Total net sales and intersegment transfers $ 4,164,64: $ 2,869,29 $ 1,478,70. $ 640,91( $ (1,840,96) $ 7,312,59:
Segment profit $ 680,25 $ 19311 @ $ 113,08 $ 51,09¢ $ 1,037,55
Interest expense $ (30,92%) (30,925
Administrative expenses and other (193,51¢) (193,516
Income before income taxes $ 680,25 $ 193,11 $ 113,08: $ 51,09¢ $ (224,44) $ 813,11t

Nine Months Ended September 30, 2011

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

Net external sales $ 3,646,070 $ 1,022,14. $ 1,415,03! $ 608,35! $ 3641 $ 6,695,25
Intersegment transfers 1,609,87 5,69¢ 29,06( (1,644,63)
Total net sales and intersegment transfers $ 3,646,070 $ 2,632,02! $ 1,420,73. $ 637,41. $ (1,640,98) $ 6,695,25'
Segment profit $ 512,37: $ 143,48 @ § 77,25¢  $ 49,13: $ 782,24t
Interest expense $ (32,879 (32,879
Administrative expenses and other (137,36)) (137,36
Income before income taxes $ 512,37: $ 143,48: $ 77,25¢  $ 49,13. $ (170,24) $ 612,00!

®Segment profit includes $21,552 and $18,255 of Augrion intersegment transfers realized as a refaltternal sales by the Paint Stores Group dufiedirst nine months of
2012 and 2011, respectively.

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

Net external sales and segment profit of all cadatgd foreign subsidiaries we$497.6 million and $37.7 million , respectivelyr tbe third
quarter of 2012 , and $513.8 million and $22.0imnill, respectively, for the third quarter of 201Net external sales and segment profit of
these subsidiaries were $1.49 billion and $105I0ami, respectively, for the first nine months2612 , and $1.49 billion and $83.8 million ,
respectively, for the first nine months of 2011ony-lived assets of these subsidiaries totaled 86#dlion and $648.2 million at
September 30, 2012 and September 30, 2011 , rasggdgcDomestic operations accounted for the reingimet external sales, segment
profits and long-lived assets. No single geographéa outside the United States was significaative to consolidated net external sales,
income before taxes, or consolidated long-liveetsss

Export sales and sales to any individual custormezeveach less than 10 percent of consolidated talesffiliated customers during all
periods presented.
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NOTE 14— ACQUISITIONS

Effective June 1, 2012, the Company acquired GeBogporation. Geocel manufactures innovative cawd&alants, and adhesives specially
designed for tough construction and repair appboatin commercial, residential, industrial andhort nonautomotive markets. Geocel t
operations in both the United States and Unitedylém. The acquisition strengthens the Consumergs@ealant and adhesive market
position. The acquisition resulted in the recogmitof goodwill and intangible assets.

The Company acquired a controlling interest in beifaints in July 2011 and the remaining intereftécember 2011. Headquartered in
Bolton, United Kingdom, Leighs Paints is one of baading industrial fire protection coatings mamtdaers in the world, with a growing
global platform driven by technology innovation aehlity products. The acquisition strengthensGlebal Finishes Group’s growing global
platform. The acquisition resulted in the recogmitof goodwill and intangible assets.

The following unaudited pro-forma summary preseotssolidated financial information as if Geocel &mighs Paints had been acquired as
of the beginning of each period presented. Thefgmma consolidated financial information does netessarily reflect the actual results that
would have occurred had the acquisitions takeneptecJanuary 1, 2011 or of future results of opamatof Geocel and Leighs Paints under
ownership and operation of the Company.

Three Months Ended Nine Months Ended
(Thousands of dollars except per share data) September 30, September 30,
2012 2011 2012 2011

Net sales $ 2,620,20 $ 2,520,42. $ 7,347,190 $ 6,775,29.
Net income 235,76 182,01: 565,52¢ 429,57"
Net income per common share:

Basic $ 23C % 1.7¢ $ 552 % 4.0¢

Diluted $ 22§ 1.7 $ 54C $ 4.0C

NOTE 15— FAIR VALUE MEASUREMENTS

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

(Thousands of dollars)

Quoted Prices

in Active Significant
Fair Value at Markets for Significant Other Unobservable
September 30, Identical Assets Observable Inputs Inputs
2012 (Level 1) (Level 2) (Level 3)
Assets:
Deferred compensation plan as$et $ 19,72¢ $ 14,87C $ 4,85¢
Liabilities:
Deferred compensation plan liabili&) $ 28,02: $ 28,02¢

@ The deferred compensation plan asset consisteadfitestment funds maintained for the future paysiander the Company’s executive
deferred compensation plan, which is structurea ibbi trust. The investments are marketable g&=muaccounted for under the Debt
and Equity Securities Topic of the ASC. The levatdestments are valued using quoted market priadsiplied by the number of
shares. The level 2 investments are valued basedraior or broker models. The cost basis of thestment funds is $19,469 .

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

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

(Thousands of dollars) September 30, 2012 September 30, 2011
Carrying Carrying
Amount Fair Value Amount Fair Value
Publicly traded debt $ 632,46( $ 693,68. $ 632,41 $ 689,77!
Non-traded debt 6,82¢ 6,607 18,92¢ 18,22:

On January 30, 2012, the Company entered intoeayiar credit agreement, which was amended on Bgb6, 2012, February 13, 2012 and
February 27, 2012. This credit agreement giveLirapany the right to borrow and to obtain the issearenewal, extension and increase of
a letter of credit of up to an aggregate availabdi $500 million .

On April 23, 2012, the Company entered into a niee-fear credit agreement, which was amended oil 2py2012 and May 7, 2012. This
credit agreement gives the Company the right todwoand to obtain the issuance, renewal, extermiohincrease of a letter of credit up tc
aggregate availability of $250 million .

On June 29, 2012, Sherwin-Williams Canada, Inwhally owned subsidiary of the Company, entered smtCAD 75 million five-year
revolving credit facility. The credit facility repted the existing three-year credit facility, aritl e used for general corporate purposes,
including refinancing indebtedness and for acqoiss.

On September 19, 2012, Sherwin-Williams Luxembdaudgr.l., a wholly owned subsidiary of the Compasmtered into a €95 million five-
year revolving credit facility. The credit facilitgplaced the existing thi-year credit facility, and will be used for genecatporate purposes,
including refinancing indebtedness.

NOTE 17— NON-TRADED INVESTMENTS

The Company has invested in the U.S. affordablesinguand historic renovation real estate marketes@ non-traded investments have been
identified as variable interest entities. Howewmgause the Company does not have the power td theeday-to-day operations of the
investments and the risk of loss is limited to @in@ount of contributed capital, the Company is motsidered the primary beneficiary. In
accordance with the Consolidation Topic of the AB@,investments are not consolidated. The Compaay the effective yield method to
determine the carrying value of the investmentslddithe effective yield method, the initial costloé investments is amortized over the
period that the tax credits are recognized. Theycay amount of the investments, included in Othiesets, was $257.6 million and $219.3
million at September 30, 2012 and 2011 , respdgtitidne liability for estimated future capital coibutions to the investments was $224.0
million and $173.3 million at September 30, 2018 @011 , respectively.

NOTE 18 — CAPITAL STOCK

On March 31, 2011, the Company retired all of 8.2 million shares of common stock held in trepsitrthat date, which decreased
Treasury stock, Common stock and Retained eartipggl.5 billion , $0.1 billion and $4.4 billion espectively.
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Iltem 2. MANAGEMENT'S DISCUSSION AND
ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

SUMMARY

The Sherwin-Williams Company, founded in 1866, @adonsolidated wholly owned subsidiaries (collesy, the “Company”) are engaged
in the development, manufacture, distribution aald sf paint, coatings and related products togasibnal, industrial, commercial and retail
customers primarily in North and South America vatiditional operations in the Caribbean regionplgarand Asia. The Company is
structured into four reportable segments—PainteSt@roup, Consumer Group, Global Finishes Grougd.atid America Coatings Group
(collectively, the “Reportable Segments”)—and amidistrative seg ment in the same way it is intbynarganized for assessing
performance and making decisions regarding allonaif resources. See pages 6 through 15 and Notmltages 76 through 79, in the
Company’s Annual Report on Form 10-K for the yaaaled December 31, 2011 for more information coringrthe Reportable Segments.

The Company’s financial condition, liquidity andstaflow continued to be strong through the firstenmonths of 2012 primarily due to
improving domestic architectural paint demand. Wetking capital increased $162.7 million at Septen0, 2012 compared to the end of
the third quarter of 2011 due to an increase inecurassets and a decrease in current liabilitles.Company has been able to arrange
sufficient short-term borrowing capacity at readnaaates even as credit markets remain tightta@@€ompany has sufficient total available
borrowing capacity to fund its current operatingd® Net operating cash increased $123.3 milligherfirst nine months of 2012 , including
a payment to the IRS for the 2011 ESOP settlenfe$f®.1 million in the first quarter of 2012, tacash source of $569.3 million from a cash
source of $446.0 million in 2011 . In the twelventtoperiod from October 1, 2011 through Septembef812 , the Company generated net
operating cash of $859.1 million , including twoyp®ents to the IRS for the 2011 ESOP settlemenlingt$119.1 million.

Consolidated net sales increased 4.8 percent ithittequarter to $2.603 billion from $2.485 bilion the third quarter of 2011 , aimtrease
9.2 percent in the first nine months of 2012 ta3%3.billion from $6.695 billion in the first nineanths of 2011 due primarily to higher paint
sales volume and selling price increases. Condelidgross profit as a percent of consolidated @lessncreased in the third quarter to 44.2
percent from 41.8 percent in 2011 and increasd®1® percent from 42.7 percent in the first ninenthe due primarily to selling price
increases and increased paint volume. Selling,rgeaad administrative expenses (SG&A) increasighsy as a percent of consolidated net
sales to 30.7 percent from 30.6 percent in the tpirarter of 2011 and decreased to 32.4 percemt 30 percent in the first nine months due
primarily to increased sales and good expense @amtross all Reportable Segments. Interest expggmeased $0.1 million in the third
quarter and decreased $1.9 million in the firsemimonths of 2012 . The effective income tax rateHe third quarter of 2012 was 31.5
percent compared to 30.9 percent in 2011 , andatieefor the first nine months of 2012 was 30.&pet compared to 30.2 percent in 2011 .
Diluted net income per common share increased @4%2er share for the third quarter of 2012 fron¥$lper share a year ago and increased
to $5.37 per share from $3.98 per share in therfire months .

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation and fair presentation of the cadatdd unaudited interim financial statements asmbmpanying notes included in this ref
are the responsibility of management. The finarstiaiements and footnotes have been preparedandacee with U.S. generally accepted
accounting principles for interim financial staterteeand contain certain amounts that were based np@magement’s best estimates,
judgments and assumptions that were believed tedsonable under the circumstances. Managementieoed the impact of the uncert:
economic environment and utilized certain outsigigrses of economic information when developinglihsis for their estimates and
assumptions. The impact of the global economic itimmd on the estimates and assumptions used bageament was believed to be
reasonable under the circumstances. Managementasathptions based on historical r esults, corisgi¢ie current economic trends, and
other assumptions to form the basis for determiaimgropriate carrying values of assets and ligslithat were not readily available from
other sources. Actual results could differ froms@stimates. Also, materially different amounty mesult under materially different
conditions, materially different economic trendsrom using materially different assumptions. Hoeevmanagement believes that any
materially different amounts resulting from mat#yigifferent conditions or material changes intéor circumstances are unlikely to
significantly impact the current valuation of assad liabilities that were not readily availabienfi other sources.

A comprehensive discussion of the Company’s ctiicaounting policies and management estimatesigmificant accounting policies
followed in the preparation of the financial statmts is included in Management'’s Discussion andysmaof Financial Condition and
Results of Operations and in Note 1, on pages #Rigfh 52, in the Company’s Annual Report on ForrK1i@r the year ended December 31,
2011 . There have been no significant changestinatraccounting policies, management estimatescoounting policies followed since the
year endeDecember 31, 2011 .
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FINANCIAL CONDITION, LIQUIDITY AND CASH FLOW
Overview

The Company'’s financial condition, liquidity andstaflow continued to be strong through the firstenmonths of 2012 primarily due to
improving domestic architectural paint demand. Wetking capital increased $162.7 million at Septen®0, 2012 compared to the end of
the third quarter of 2011 due to an increase ineurassets and a decrease in current liabildiesounts receivable increased $89.5 million
while inventories decreased $3.1 million and aflentcurrent assets increased $13.6 million . Steont-borrowings decreased $187.4 million
while accounts payable increased $38.2 million @hdther current liabilities increased $86.5 noitlifrom September 30, 2011 . Net working
capital increases were impacted primarily by inseebsales, higher raw material costs, and decrefetiterm borrowing needs. The
Company has been able to arrange sufficient skari-borrowing capacity at reasonable rates evenealit markets remain tight, and the
Company has sufficient total available borrowingagity to fund its current operating needs. Infttet nine months of 2012 , accounts
receivable and inventories increased $310.1 milliwen normal seasonal trends typically requireiBaant growth in these categories.
Accounts payable increased $69.8 million , prinyadile to the seasonal increase in need for workdpital and higher raw material costs,
while short-term borrowings decreased $16.2 milkonl all other current liabilities increased $7®ilion , primarily due to timing of
accrued expense payments. The Company'’s currémtwas 1.14 at September 30, 2012 compared todt.8éptember 30, 2011 and 1.05 at
December 31, 2011 . Total debt at September 3@ @6treased $199.4 million to $969.4 million froin69 billion at September 30, 2011
and decreased as a percentage of total capitalizati35.3 percent from 41.7 percent at the ertlethird quarter last year. Total debt
decreased $23.9 million and decreased from 39@&:peof total capitalization at December 31, 20At September 30, 2012 , the Company
had remaining borrowing ability of $1.682 billiofNet operating cash increased $123.3 million infitst nine months of 2012 to a cash
source of $569.3 million from a cash source of $@4#illion in 2011 primarily due to an increaseniet income of $135.7 million and
improved working capital management partially dffsg a payment to the IRS for the 2011 ESOP seétgraf $59.1 million in the first
quarter of 2012. Net investing cash use decreas&drillion in the first nine months of 2012 to sage of $175.0 million from a usage of
$180.9 million in 2011 primarily due to decreasedttused in other investments partially offsetrteyeased cash used to acquire businesses
and increased capital expenditures. Net financash wsage increased $100.1 million to a usage@d.63nillion in the first nine months of
2012 from a usage of $269.5 million in 2011 priryadue to increases in treasury stock purchas&d@4.3 million and net decreases in
short-term borrowings of $143.6 million in the firine months of 2012 partially offset by increapedceeds from stock options exercised of
$120.9 million . In the twelve month period fromtBlger 1, 2011 through September 30, 2012 , the @osngenerated net operating cash of
$859.1 million , including two payments to the IRB the 2011 ESOP settlement totaling $119.1 milliesed $271.9 million in investing
activities, and used $575.3 million in financindieities. In that same period, the Company inve&t&89.9 million in capital additions and
improvements, invested $61.5 million in acquisiipmade net payments on total debt of $202.1 millipurchased $471.7 millian treasury
stock and paid $158.5 million in cash dividend#gshareholders of common stock.

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

Cash and cash equivalents increased $22.5 millioingl the first nine months of 2012 . Net cash froperations funded cash requirements
for increased sales and normal seasonal increasesrking capital, a payment to the IRS for the PESOP settlement of $59.1 million in
first quarter of 2012, capital expenditures of $D0Billion , net payments made on long-term det#Xd.8 million , payments of cash
dividends of $120.6 million and treasury stock ages of $433.1 million . At September 30, 201# ,Gompany’s current ratio was 1.14
compared to 1.05 at December 31, 2011 and 1.0@rsag®. The increase from a year ago was due plymarthe year-over-year increase in
accounts receivable and a decrease in short-termavbiogs more than offsetting increases in accopatgable and other current liabilities.

Goodwill and intangible assets increased $26.0anifirom December 31, 2011 and increased $16.7amiffom September 30, 2011 . The
net increase during the first nine months of 2052 due primarily to acquisitions of $34.8 milliocapitalization of software of $3.1 million ,
and foreign currency translation of $8.1 milliorrly offset by amortization of $20.1 million hE net increase over the twelve-month
period from September 30, 2011 resulted from adtipis of $33.9 million , foreign currency transtat of $10.0 millionand capitalization ¢
software of $4.9 million partially offset by amadition of $26.5 million and impairments of $5.5lioit . See Note 5, on pages 53 to 54, in
the Company’s Annual Report on Form 10-K for tharyended December 31, 2011 for more informatiorcenring goodwill and intangible
assets.

Deferred pension assets increased $6.7 milliomdutie first nine months of 2012 and decreased3®2dlion from September 30, 2011 .
The decrease in the last twelve months was dueapitimo decreases in the fair market value of ggsicurities held by the Company’s
defined benefit pension plans. See Note 7, on pagés 64, in the Company’s Annual Report on Fofi¥Klfor the year ended December 31,
2011 for more information concerning the Comparggefit plan
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assets.

Other assets at September 30, 2012 increased $28dh in the first nine months of 2012 and $4&flion from a year ago due primarily to
increased investments in affordable housing andfiisrenovation real estate properties along witleases in various other investments
during both time periods.

Net property, plant and equipmedecreased $12.9 million in the first nine month@12 and increased $4.1 million in the twelve rhent
since September 30, 2011 . The decrease in thaiirs months was primarily due to depreciationesge of $113.3 million , sale or
disposition of fixed assets of $9.7 million and ees in currency translation rates of $2.2 millpamtially offset by capital expenditures of
$103.0 million and acquisitions of $9.4 millionin8e September 30, 2011 , capital expenditured59P million and acquisitions of $9.5
million were partially offset by depreciation exgerof $151.7 million , dispositions or sale of #s%dth remaining net book value of $11.0
million and changes in currency translation rate205 million . Capital expenditures during thesfinine months of 2012 primarily
represented expenditures associated with improvenae normal equipment replacement in manufaguaid distribution facilities in the
Consumer Group and normal equipment replacemeheiRaint Stores and Global Finishes Groups.

Short-term borrowings related to the Company’s detineommercial paper program outstanding were $268llion at an average rate of
0.25 percent at September 30, 2012 . There webmmowings under certain other short-term revolhamgl letter of credit agreements at
September 30, 2012 . Short-term borrowings outstgnahder various foreign programs at SeptembeB02 were $69.7 million with a
weighted average interest rate of 2.6 percent .Qdrapany had unused capacity of $790.1 millionegt&mber 30, 2012 under the
commercial paper program that is backed by the Gmyip revolving credit agreement. On January 3022¢he Company entered into a
five-year credit agreement, which was amended dmugey 6, 2012, February 13, 2012 and Februar@¥2. This credit agreement gives
the Company the right to borrow and to obtain #saiance, renewal, extension and increase of a ¢dtteedit of up to an aggregate
availability of $500 million. On April 23, 2012, ¢hCompany entered into a new five-year credit agegs, which was amended on April 25,
2012 and May 7, 2012. This credit agreement giresompany the right to borrow and to obtain tiseasice, renewal, extension and
increase of a letter of credit up to an aggregeadability of $250 million. On June 29, 2012, Sier-Williams Canada, Inc., a wholly owned
subsidiary of the Company, entered into a CAD 7Hianifive-year revolving credit facility. The crédacility replaced the existing threeai
credit facility, and will be used for general corat® purposes, including refinancing

indebtedness and for acquisitions. On Septembe2®, Sherwin-Williams Luxembourg S.a.r.l., a wha@wned subsidiary of the
Company, entered into a €95 million five-year redrod credit facility. The credit facility replacete existing three-year credit facility, and
will be used for general corporate purposes, irinydefinancing indebtedness. See Note 8, on padéisrough 65, in the Company’s Annual
Report on Form 10-K for the year ended DecembefB11 for more information concerning the Compargbt.

Long-term liabilities for postretirement benefither than pensions did not change significantlynfidecember 31, 2011 and increased $2.2
million from September 30, 2011 . The slight in@®n the liability was due to the increase inahtuarially determined postretirement
benefit obligation resulting from changes in adlaassumptions and unfavorable claims experieBee.Note 7, on pages 58 to 64, in the
Company’s Annual Report on Form 10-K for the yaaaled December 31, 2011 for more information coringrthe Company’s benefit plan
obligations.

Other long-term liabilities at September 30, 20i@&eased $6.1 million in the first nine months 812 . The increase of $72.0 million from a
year ago was due primarily an increase in non-current deferred tax liabilities

EnvironmentaFRelated Liabilities

The operations of the Company, like those of otloenpanies in the same industry, are subject towariederal, state and local environme
laws and regulations. These laws and regulatiohsmly govern current operations and products atad impose potential liability on the
Company for past operations. Management expecisoamvental laws and regulations to impose increggistringent requirements upon the
Company and the industry in the future. Managerbetli¢ves that the Company conducts its operatiogsmpliance with applicable
environmental laws and regulations and has impléatevarious programs designed to protect the enriemt and promote continued
compliance.

Depreciation of capital expenditures and other agps related to ongoing environmental compliancasores were included in the normal
operating expenses of conducting business. The @oygpcapital expenditures, depreciation and ogixeenses related to ongoing
environmental compliance measures were not materthe Company financial condition, liquidity, cash flow or rd&®iof operations durir
the first nine months of 2012 . Management doesrpéct that such capital expenditures, depreciatim other expenses will be material to
the Company’s financial condition, liquidity, cafétw or results of operations in 2012 .

The Company is involved with environmental investign and remediation activities at some of itgently and formerly
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owned sites (including sites which were previoushned and/or operated by businesses acquired lydhgany). In addition, the Compau
together with other parties, has been designaperiemtially responsible party under federal antestavironmental protection laws for the
investigation and remediation of environmental aamhation and hazardous waste at a number of garty sites, primarily Superfund sites.
The Company may be similarly designated with resfmeadditional third-party sites in the future.

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

regarding each site. The Company accrues a spesiiimated amount when such an amount and a tameefin which the costs will be
incurred can be reasonably determined. If the &&t#hate of costs can only be identified as a ramgkeno specific amount within that range
can be determined more likely than any other amuaithiin the range, the minimum of the range is aedrby the Company in accordance
with applicable accounting rules and interpretatiothe Company continuously assesses its potdiatidity for investigation and
remediation activities and adjusts its environmlergkated accruals as information becomes availaptsn which more accurate costs can be
reasonably estimated. At September 30, 2012 antl 20t Company had accruals for environmentatedlactivities of $123.6 million and
$142.3 million , respectively.

Due to the uncertainties of the scope and magnibidentamination and the degree of investigatiot @mediation activities that may be
necessary at certain currently or formerly ownéeissand third party sites, it is reasonably likibigt further extensive investigations may be
required and that extensive remedial actions mayelsessary not only on such sites but on adjagepepties. Depending on the extent of the
additional investigations and remedial actions ssagy, the Company’s ultimate liability may resaltosts that are significantly higher than
currently accrued. If the Company’s future losstewency is ultimately determined to be at the maxin of the range of possible outcomes
for every site for which costs can be reasonaltiyneged, the Company’s aggregate accruals for enmiental-related activities would be
$97.7 million higher than the accruals at Septen3fe2012 .

Four of the Company'’s currently and formerly owrs@ds accounted for the majority of the accruatefovironmental-related activities and
the unaccrued maximum of the estimated range dfilplesoutcomes at September 30, 2012 . At SepteBhe2012 , $81.7 million , or 66.1
percent , related directly to these four sitesth@faggregate unaccrued exposure at SeptembedRd, $66.7 million , or 68.3 percent ,
related to the four sites. While environmental stigations and remedial actions are in differeagss at these sites, additional investigations,
remedial actions and/or monitoring will likely bequired at each site. A comprehensive descriptidheofour currently and formerly owned
sites that account for the majority of the accrdi@tenvironmental-related activities is includedMlanagement’s Discussion and Analysis of
Financial Condition and Results of Operations @ @ompany’s Annual Report on Form 10-K for the yerded December 31, 2011 . There
have been no significant changes in the investigaii remedial status of the four sites since Ddxezr1, 2011 .

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

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

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

Management expects these contingent environmegitetied liabilities and conditional asset retiremaritgations to be resolved over an
extended period of time. Management is unable dwige a more specific time frame due to the indefiamount of time to conduct
investigation activities at any site, the indenitmount of time to obtain governmental agency@agmr as necessary, with respect to
investigation and remediation activities, and tigefinite amount of time necessary to conduct reatied activities.
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Contractual Obligations, Commercial Commitments akdarranties

Short-term borrowings decreased $16.2 million t833 million at September 30, 2012 from $346.3iomllat December 31, 2011 . Total
long-term debt decreased $7.8 million to $639.3ionilat September 30, 2012 from $647.1 million acBmber 31, 2011 and $651.3 million
at September 30, 2011 . See the Financial Condlitiguidity and Cash Flow section of this repornt foore information. There have been no
other significant changes to the Company’s contiatbligations and commercial commitments in thiedtquarter or the first nine montb$
2012 as summarized in Management's Discussion aadyais of Financial Condition and Results of Ofieres in the Company’s Annual
Report on Form 10-K for the year ended Decembef@11 .

Changes to the Company’s accrual for product wéyrelaims in the first nine months of 2012 are ftised in Note 5.

Contingent Liabilities

Life Shield Engineered Systems, LLC (Life Shielslgiwhollyowned subsidiary of the Company. Life Shield depsland manufactures bl
and fragment mitigating systems. The blast andnfiexg mitigating systems create a potentially higbeel of product liability for the
Company (as an owner of and supplier to Life Shitien is normally associated with coatings andteel products currently manufactured,
distributed and sold by the Company.

Certain of Life Shield’s technology has been desigd as Qualified Anti-Terrorism Technology andnged a Designation under the Support
Anti-Terrorism by Fostering Effective Technologikst of 2002 (SAFETY Act) and the regulations adappeirsuant to the SAFETY Act.
Under the SAFETY Act, the potentially higher leeélpossible product liability for Life Shield reiay to the technology granted the
Designation is limited to $6.0 million per occureerin the event any such liability arises from art &f Terrorism (as defined in the SAFETY
Act). The limitation of liability provided for undehe SAFETY Act does not apply to any technology granted a designation or certification
as a Qualified Anti-Terrorism Technology, nor ire thvent that any such liability arises from anaatvent other than an Act of Terrorism.
Life Shield maintains insurance for liabilities tgothe $6.0 million per occurrence limitation cadibg failure of its products in the event of
Act of Terrorism.

Management of the Company has reviewed the potémtizzased liabilities associated with Life Shisldystems and determined that
potential liabilities arising from an Act of Terism that could ultimately affect the Company wil &ppropriately insured or limited by
current regulations. However, due to the uncetigsrinvolved in the future development, usage gdiation of Life Shield’s systems, the
number or nature of possible future claims andllpgeceedings, or the effect that any change iislation and/or administrative regulations
may have on the limitations of potential liabilgjenanagement cannot reasonably determine the sc@meount of any potential costs and
liabilities for the Company related to Life Shieldto Life Shield’s systems. Any potential liabjlitor the Company that may result from Life
Shield or Life Shield’s systems cannot reasonableg$timated. However, based upon, among othershihg limitation of liability under the
SAFETY Act in the event of an Act of Terrorism, nagiement does not currently believe that the cagte®ntial liability ultimately
determined to be attributable to the Company thihdtgyjownership of Life Shield, or as a suppliet iie Shield arising from the use of Life
Shield’s systems will have a material adverse effache Company’s results of operations, liquidityfinancial conditions.

Litigation

In the course of its business, the Company is stibjea variety of claims and lawsuits, includibgt not limited to, litigation relating to
product liability and warranty, personal injury vinonmental, intellectual property, commercial, tractual and antitrust claims that are
inherently subject to many uncertainties regardirggpossibility of a loss to the Company. Thesesttainties will ultimately be resolved
when one or more future events occur or fail tauo@onfirming the incurrence of a liability or theduction of a liability. In accordance with
the Contingencies Topic of the ASC, the Companyuwsscfor these contingencies by a charge to inaghen it is both probable that one or
more future events will occur confirming the fattadoss and the amount of the loss can be realoastimated. In the event that the
Company’s loss contingency is ultimately determitete significantly higher than currently accruttd recording of the additional liability
may result in a material impact on the Companyssiits of operations, liquidity or financial conditi for the annual or interim period during
which such additional liability is accrued. In tlkosases where no accrual is recorded becauseat gobable that a liability has been
incurred and cannot be reasonably estimated, am@npal liability ultimately determined to be altutable to the Company may result in a
material impact on the Company’s results of opere; liquidity or financial condition for the anrua interim period during which such
liability is accrued. In those cases where no addeurecorded or exposure to loss exists in exoEee amount accrued, the Contingencies
Topic of the ASC requires disclosure of the corgimgy when there is a reasonable possibility thassior additional loss may have been
incurred.

Lead pigment and lead-based paint litigationThe Company’s past operations included the manufaetnd sale of lead pigments and lead-
based paints. The Company, along with other conggais and has been a defendant in a number df lega

22




proceedings, including individual personal injugtians, purported class actions, and actions brologhrarious counties, cities, school
districts and other government-related entitieisjrag from the manufacture and sale of lead pigmant lead-based paints. The plaintiffs’
claims have been based upon various legal theamidading negligence, strict liability, breachwérranty, negligent misrepresentations and
omissions, fraudulent misrepresentations and oarissiconcert of action, civil conspiracy, violatoof unfair trade practice and consumer
protection laws, enterprise liability, market shiability, public nuisance, unjust enrichment astter theories. The plaintiffs seek various
damages and relief, including personal injury arapprty damage, costs relating to the detectionadradement of lead-based paint from
buildings, costs associated with a public educateimpaign, medical monitoring costs and others.Gtmpany is also a defendant in legal
proceedings arising from the manufacture and dat@w-lead-based paints that seek recovery basaa various legal theories, including the
failure to adequately warn of potential exposurketal during surface preparation when using nod-lesed paint on surfaces previously
painted with lead-based paint. The Company belitvaisthe litigation brought to date is without her subject to meritorious defenses and
is vigorously defending such litigation. The Compéwas not settled any lead pigment or Ibaded paint litigation. The Company expects
additional lead pigment and lead-based paint liligamay be filed against the Company in the fusserting similar or different legal
theories and seeking similar or different typesafages and relief.

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

not prevail. Adverse court rulings or determinasiarf liability, among other factors, could affelcsetlead pigment and lead-based paint
litigation against the Company and encourage are&se in the number and nature of future claimspaoceedings. In addition, from time to
time, various legislation and administrative regjolas have been enacted, promulgated or proposeaptuse obligations on present and
former manufacturers of lead pigments and lead<bpa@ts respecting asserted health concerns assoeiith such products or to overturn
the effect of court decisions in which the Company other manufacturers have been successful.

Due to the uncertainties involved, management éblato predict the outcome of the lead pigmentlaad-based paint litigation, the number
or nature of possible future claims and proceediagthe effect that any legislation and/or adnimatéve regulations may have on the
litigation or against the Company. In addition, mgement cannot reasonably determine the scopeairrarof the potential costs and
liabilities related to such litigation, or resuliifrom any such legislation and regulations. ThenBany has not accrued any amounts for such
litigation. With respect to such litigation, inclng the public nuisance litigation, the Companysinet believe that it is probable that a loss
has occurred, and it is not possible to estimaeadhge of potential losses as there is no priiohyi of a loss of this nature and there is no
substantive information upon which an estimate ¢t based. In addition, any potential liabilitgttmay result from any changes to
legislation and regulations cannot reasonably bmated. In the event any significant liabilitydstermined to be attributable to the Comp
relating to such litigation, the recording of thebility may result in a material impact on netonee for the annual or interim period during
which such liability is accrued. Additionally, dteethe uncertainties associated with the amouangfsuch liability and/or the nature of any
other remedy which may be imposed in such litigatamy potential liability determined to be attitidble to the Company arising out of such
litigation may have a material adverse effect on

the Company’s results of operations, liquidity imahcial condition. An estimate of the potentiapeat on the Company’s results of
operations, liquidity or financial condition canrim® made due to the aforementioned uncertainties.

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

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

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

The Santa Clara County, California proceeding wégmted in March 2000 in the Superior Court of State of California, County of Santa
Clara. In the original complaint, the plaintiffssasted various claims including fraud and conceatpsgrict product liability/failure to warn,
strict product liability/design defect, negligencegligent breach of a special duty, public nuisampecivate nuisance, and violations of
California’s Business and Professions Code. A nurobthe asserted claims were resolved in favdahefdefendants through pre-trial
proceedings. The named plaintiffs in the Fourth Adexl Complaint, filed
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on March 16, 2011, are the Counties of Santa Chdeaneda, Los Angeles, Monterey, San Mateo, SotarbVentura, and the Cities of
Oakland, San Diego and San Francisco. The Fourttnled Complaint asserts a sole claim for publisange, alleging that the presence of
lead products for use in paint and coatings inamth around buildings in the plaintiffs’ jurisdictie constitutes a public nuisance. The
plaintiffs seek the abatement of the alleged pulilisance that exists within the plaintiffs’ juristions.

Litigation seeking damages from alleged personal injury. The Company and other companies are defendantsumaer of legal proceedings
seeking monetary damages and other relief frongedl@ersonal injuries. These proceedings incluaiens by children allegedly injured fro
ingestion of lead pigment or lead-containing paitdims for damages allegedly incurred by the ¢hiltk parents or guardians, and claims for
damages allegedly incurred by professional paintimgractors. These proceedings generally seek ensapory and punitive damages, and
seek other relief including medical monitoring @§these proceedings include purported claims diyisuals, groups of individuals and
class actions.

The plaintiff in Thomas v. Lead Industries Assoiciat et al., initiated an action in state courtingathe Company, other alleged former lead
pigment manufacturers and the Lead Industries AagSon in September 1999. The claims against the@my and the other defendants
included strict liability, negligence, negligentsrépresentation and omissions, fraudulent misreptagon and omissions, concert of action,
civil conspiracy and enterprise liability. Impliaitithin these claims is the theory of “risk contriton” liability (Wisconsin’s theory which is
similar to market share liability) due to the pléfi's inability to identify the manufacturer of grproduct that allegedly injured the plaintiff.
The case ultimately proceeded to trial and, on Ndwer 5, 2007, the jury returned a defense verfiiting that the plaintiff had ingested
white lead carbonate, but was not brain damagétjured as a result. The plaintiff appealed andDecember 16, 2010, the Wisconsin Court
of Appeals affirmed the final judgment in favortbe Company and other defendants.

Wisconsin is the only jurisdiction to date to appltheory of liability with respect to alleged pamal injury (i.e., risk contribution/market
share liability) that does not require the plairtifidentify the manufacturer of the product thliégedly injured the plaintiff in the lead
pigment and leatbased paint litigation. Although the risk contrilout liability theory was applied during the Thontgal, the constitutionalit
of this theory as applied to the lead pigment casssnot been judicially determined by the Wiscossate courts. However, in an unrelated
action filed in the United States District Court fhe Eastern District of Wisconsin, Gibson v. Ailnan Cyanamid, et al., on November 15,
2010, the District Court held that Wisconsin’s rigdtribution theory as applied in that case vieddahe defendants’ right to substantive due
process and is unconstitutionally retroactive. Dirict Court’s decision in Gibson v. American @wanid, et al., has been appealed by the
plaintiff.

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

Department of Labor (DOL) Leveraged ESOP Investigabn. As previously disclosed, the DOL’s investigationtioé Leveraged ESOP
Transactions remains open. On April 19, 2012, tpleyee Benefits Security Administration of the D@atified the Company, certain
current and former directors and the ESOP trust@etential enforcement claims asserting breachéslaciary obligations. The DOL is
seeking compensatory and equitable remedies, iimgudonetary damages to the ESOP for alleged ldesthe ESOP. The Company
believes that the DOL’s claims are subject to menus defenses and will vigorously defend any pealings initiated by the DOL. The
Company has not accrued any amounts for such claims

Shareholder’ Equity

Shareholders’ equity increased $262.5 million to7$2 billion at September 30, 2012 from $1.517dnillat December 31, 2011 aimdrease:
$129.5 million from $1.650 billion at September 2011 . Effective March 31, 2011, the Company eetir
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all of its 125.4 million shares of common stockdhigl treasury, which resulted in decreases in tngastock, common stock and retained
earnings of $4.357 billion, $0.125 billion and $8R4illion, respectively. The increase in Sharebdtequity for the first nine months of
2012 resulted primarily from net income of $563.illion , an increase in Other capital of $254.6liof , resulting primarily from stock
option exercises, and a decrease in Cumulativer otitaprehensive loss of $10.5 million partiallysef by purchases of treasury stock of
$433.1 million and cash dividends paid on commonlksbf $120.6 million . Since September 30, 20hé&t,income of $577.5 million and an
increase in Other capital of $247.7 million morarttoffset purchases of treasury stock for $471Ilfomi, cash dividends paid on common
stock of $158.5 million and an increase in Cumutatither comprehensive loss of $39.5 million inl@emonths. During the first nine
months of 2012 , the Company purchased 3.80 mififmares of its common stock for treasury purpdsesigh open market purchases. The
Company purchased 4.26 million shares of its comstook since September 30, 2011 for treasury. Tdragany acquires its common stock
for general corporate purposes, and dependingsaragth position and market conditions, it may aecadditional shares in the future. The
Company had remaining authorization at Septembg2@I? to purchase 17.25 million shares of its camistock. At a meeting held on
October 18, 2012, the Board of Directors incredhedjuarterly cash dividend from $.365 per comnmtare to $.39 per common share. This
quarterly dividend will result in an annual dividkfor 2012 of $1.56 per common share or a 37.7guengayout of 2011 diluted net income
per common share.

Cash Flow

Net operating casincreased $123.3 million in the first nine montfi2@12 to a cash source of $569.3 million from shceource of $446.0
million in 2011 primarily due to an increase in metome of $135.7 million and improved working dapmanagement partially offset by a
payment to the IRS for the 2011 ESOP settlemefit®f1 million in the first quarter of 2012. Net @sting cash usage decreased $5.9 million
in the first nine months of 2012 to a usage of $A7Gillion from a usage of $180.9 million in 201drparily due to decreased cash used in
other investments partially offset by increasechaased to acquire businesses and increased cappahditures. Net financing cash usage
increased $100.1 million to a usage of $369.6 amilin the first nine months of 2012 from a usag&269.5 million in 2011 primarily due to
increases in treasury stock purchases of $104I®maénd net decreases in short-term borrowing&ldf3.6 million in the first nine months of
2012 partially offset by increased proceeds frooelsbptions exercised of $120.9 million . In theelve month period from October 1, 2011
through September 30, 2012 , the Company genenateaperating cash of $859.1 million , includingtpayments to the IRS for the 2011
ESOP settlement totaling $119.1 million, used $2Miillion in investing activities, and used $57m8lion in financing activities. In that
same period, the Company invested $159.9 milliocaipital additions and improvements, invested $iilkon in acquisitions, made net
payments on total debt of $202.1 million , purclb$471.7 million in treasury stock and paid $158i8ion in cash dividends to its
shareholders of common stock.

Market Risk

The Company is exposed to market risk associattdimterest rate, foreign currency and commoditigtiiations. The Company occasionally
utilizes derivative instruments as part of its @befinancial risk management policy, but does me¢ derivative instruments for speculative or
trading purposes. In the first nine months of 20t Company entered into forward currency exchamntracts with maturity dates of less
than twelve months to hedge against value chamgiseign currency. The Company believes it magxgosed to continuing market risk
from foreign currency exchange rate and commodigefluctuations. However, the Company does npeekthat foreign currency exchar
rate and commodity price fluctuations or hedgingtract losses will have a material adverse effadhe Company’s financial condition,
results of operations or cash flows.

Financial Covenant

Certain borrowings contain a consolidated levex@menant. The covenant states the Company'’s legesdm is not to exceed 3.00 to 1.00.
In connection with the new credit facility enteiiatb on July 8, 2011, the leverage ratio for tlzailfty was increased to 3.25 to 1.00. The
leverage ratio is defined as the ratio of totakimgdness (the sum of Short-term borrowings, Cupgertion of long-term debt and Long-term
debt) at the reporting date to consolidated “EaysiBefore Interest, Taxes, Depreciation, and Amatiton” (EBITDA) for the 12-month
period ended on the same date. Refer to the “Restidperations” caption below for a reconciliat@mEBITDA to Net income. At
September 30, 2012 , the Company was in compliastbethe covenant. The Company’s Notes, Debentangsrevolving credit agreements
contain various default and crodsfault provisions. In the event of default undey ane of these arrangements, acceleration of #tarity ol
any one or more of these borrowings may result.\8ge 8, on page 64 and 65, in the Company’s AnReglort on Form 10-K for the year
ended December 31, 2011 for more information caringrthe Company’s debt and related covenant.

RESULTS OF OPERATIONS
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Shown below are net sales and income before taxesdment for the third quarter and first nine rhent

(Thousands of dollars) Three Months Ended Nine Months Ended
September 30, September 30,

2012 2011 Change 2012 2011 Change
Net Sales:
Paint Stores Group $ 155346 $ 1,417,76 9.€% $ 4,164,64 $ 3,646,07 14.2%
Consumer Group 348,00: 351,57¢ -1.C% 1,066,12. 1,022,14. 4.:2%
Global Finishes Group 491,81¢ 497,02: -1.C% 1,473,58 1,415,03! 4.1%
Latin America Coatings Group 208,72t 217,32¢ -4.C% 604,60( 608,35: -0.€%
Administrative 1,22: 1,22t -0.2% 3,63 3,641 -0.2%
Total $ 2,603,220 $ 2,484,92 4€% $ 7,31259 $ 6,695,25 9.2 %
(Thousands of dollars) Three Months Ended Nine Months Ended

September 30, September 30,

2012 2011 Change 2012 2011 Change
Income Before Income Taxes:
Paint Stores Group $ 300,56 $ 236,88t 26.£% $ 680,25 $ 512,37 32.6%
Consumer Group 57,054 41,02: 39.1% 193,11° 143,48 34.€ %
Global Finishes Group 36,41 27,56¢ 32.1% 113,08 77,25¢ 46.£%
Latin America Coatings Group 21,93: 15,93¢ 37.€% 51,09¢ 49,13: 4.C%
Administrative (72,965 (61,140 -19.2% (224,44) (170,24) -31.8%
Total $ 342,99¢ $ 260,27¢ 31.€% $ 813,11t $ 612,00! 32.¢%

Consolidated net sales increased in the third quartd first nine months of 2012 due primarily igher paint sales volume and selling price
increases.

Net sales of all consolidated foreign subsidiawesedown 3.2 percent to $497.6 million in the quartersus $513.8 million and flat at
$1.491 billion in the first nine months . The dexge in net sales for all consolidated foreign glises in the quarter was due primarily to a
10.3 percent negative impact of foreign currenapdfation rate changes partially offset by acqois#, which increased net sales 3.6 percent
in the quarter, and selling price increases. Tist fiine months sales comparison was impacteddhehipaint sales volume, selling price
increases and acquisitions, which increased nes $a9 percent in the first nine months , partiaffget by an 8.6 percent negative impact of
foreign currency translation rate changes in trst fiine months compared to the same period last et sales of all operations other than
consolidated foreign subsidiaries were up 6.8 perme$2.106 billion in the quarter and up 11.9ceat to $5.821 billion in the first nine
months as compared to $1.971 billion and $5.20#biln the same periods last year.

Net sales in the Paint Stores Grdncreased due primarily to higher paint sales vawand as well as higher year over year sellingepriblet
sales from stores open for more than twelve calemdaths increased 8.9 percent in the quarter mer@ésed 13.6 percent in the first nine
months compared to last year's comparable peribatsl paint sales volume percentage increases wehe mid and high single digits for

the quarter and first nine months , respectivedyg@mpared to last year's comparable periods. $élesn-paint products increased by 6.7
percent over last year’s third quarter and incrédsel0.2 percent over last year’s first nine menth discussion of changes in volume ve
pricing for sales of products other than paintas pertinent due to the wide assortment of germamthandise sold. Net sales of the Consi
Group decreased in the third quarter , due primésilower volume sales to most of the Group'siretesstomers mostly offset by selling price
increases and acquisitions, and increased initstenine months , due primarily to acquisitions aetling price increases. Net sales in the
Global Finishes Group stated in U.S. dollars deswdan the third quarter , due primarily to unfade currency translation rate changes and
lower paint sales volume partially offset by saliprice increases, and increased in the first mioaths , primarily due to selling price
increases, acquisitions and higher paint saleswelpartially offset by unfavorable currency tratisiarate changes. Acquisitions had no
impact on sales in the third quarter and increasées by 2.4 percent for first nine months . Cuzyenanslation rate changes decreased sales
4.6 percent in the quarter and 4.2 percent initeerfine months . Net sales in the Latin Ameriaatthgs Group stated in US dollars
decreased in the third quarter , which can primdod attributed to unfavorable currency translatiae changes partially offset by selling
price increases and higher paint sales volumesales in the Latin America Coatings Group stated$ndollars decreased in the first nine
months primarily due to selling price increases higther paint sales volume partially offset by wafa@ble currency translation rate changes.
Currency translation rate changes decreased rest Ispl13.8 percent in the quarter and 11.4 pemehe first nine months . Net sales in
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the Administrative segment, which primarily consifexternal leasing revenue of excess headquaparse and leasing of facilities no lon
used by the Company in its primary business, wasngilly flat in the third quarter and first nimenths .

Consolidated gross profit increased $112.0 millothe third quarter and increased $352.3 milliothie first nine months of 2012 compared
to the same periods in 2011 . As a percent of satesolidated gross profit increased to 44.2 pdricethe quarter from 41.8 percent in the
third quarter of 2011 and improved to 43.9 perdenie first nine months of 2012 from 42.7 perdast year. The percent to sales and dollar
increases for both periods were primarily due tweased paint sales volume and selling price iseepartially offset by higher raw material
costs and unfavorable currency translation rategbs

The Paint Stores Group’s gross profit was highantlast year by $93.7 million in the third quaded was higher than last year by $274.0
million in the first nine months due to increasedinp sales volume and higher selling prices paytiaifset by increased raw material costs.
The Paint Stores Group’s gross profit margins végéer in the quarter and in the first nine mortdbsipared to the same periods last year.
The Consumer Group’s gross profit increased by®g&dllion in the quarter and increased by $63.8iamilin the first nine months due
primarily to selling price increases partially affdy increased raw material costs. The ConsumeuiZs gross profit margins increased as a
percent of sales for the third quarter and the firse months compared to the same periods lastpygnarily due to selling price increases
and improved operating efficiencies offset by imsed raw material costs. The Global Finishes Geogpiss profit increased $3.9 million in
the third quarter and increased $25.5 million i first nine months compared to the same pericisy/&ar, when stated in U.S. dollars, due
primarily to selling price increases and highemnpagles volume in the first half of the year lyi offset by increased raw material costs and
unfavorable currency translation rate changes.Qlobal Finishes Group’s gross profit margins wepeas a percent of sales in the quarter
and the first nine months compared to last yeangnily due to selling price increases and highéssaolume in the first half of the year
partially offset by increased raw material costse Tatin America Coatings Group’s gross profit @ased by $5.7 million in the third quarter
and decreased by $6.8 million in the first nine therfrom the same periods in the prior year, whated in U.S. dollars, primarily due to
unfavorable currency translation rate changesalrivffset by selling price increases and high&inpsales volume. The Latin America
Coatings Group’s gross profit margins were dowa gsrcent of sales for the third quarter and tts¢ fiine months as compared to the same
periods last year primarily due to unfavorable enay translation rate changes and increased raeria@atosts partially offset by selling pri
increases and higher paint sales volume. The Aditnitive segment’s gross profit decreased by agriifcant amount in the third quarter
and $4.2 million in the first nine months compatedhe same periods last year.

Selling, general and administrative expenses (SGi&éjeased $39.6 million in the third quarter anckéased $160.8 million in the first nine
months of 2012 versus last year due primarily tvéased expenses to support higher sales levelseaméw store openings. As a percent of
sales, consolidated SG&A increased to 30.7 pelioghe quarter and decreased to 32.4 percent ifirfienine months from 30.6 percent in
the third quarter and 33.0 percent in the firsemmonths of 2011 due to higher sales.

The Paint Stores Group’s SG&A increased $27.4 onillh the third quarter and increased $104.4 miilirothe first nine months due
primarily to net new store openings and generalgamable store expenses to support higher salels |&te Consumer Group’s SG&A was
up $8.2 million in the quarter and $16.8 milliontive first nine months compared to the same petasis/ear. The Global Finishes Group’s
SG&A decreased $3.7 million in the quarter andeased $1.4 million in the first nine months . Thaih. America Coatings Group’s SG&A
decreased $4.1 million in the third quarter and-eleeed $2.7 million in the first nine months . Huministrative segment’'s SG&A increased
by $11.8 million in the third quarter and increagdb40.9 million in the first nine months due pairity to an increase in incentive
compensation expense, including stock-based compensand information systems costs to integtaeprevious acquisitions.

Other general expense—net decreased $0.5 millitimeithird quarter and increased by $7.2 milliothia first nine months . The decrease in
the quarter was primarily due to decreased prowssfor environmental expenses and current perissl dm disposal of assets versus gain on
sale of assets in the prior period both in the Adstiative segment. The increase in the first mmaths was primarily due to increased
provisions for environmental expenses partiallyseffoy decreased gain on the sale of assets btith idministrative segment.

Other income—net increased $9.8 million in thedhjuarter and increased $14.9 million in the fiisie months primarily due to current
period foreign currency gains versus prior periaeign currency losses for both comparable penpitsarily impacting the Global Finishes
and Latin America Coatings Groups.

Consolidated income before income taxes increa82d/$nillion in the third quarter and increased H20million in the first nine months of
2012 due to higher segment profits in Paint Sta@esisumer, Global Finishes, and Latin America CagtiGroups partially offset increased
expenses in the Administrative segment.

The effective income tax rate of 31.5 percent fier third quarter of 2012 was higher than the 3@r@qnt effective income tax rate for the
third quarter of 2011 due primarily to the timinfdiscrete items. The effective income tax rat8@8 percent for
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the first nine months of 2012 was higher than the percent effective income tax rate for the firiste months of 2011 due primarily to the
timing of discrete items.

Net income for the quartincreased $55.1 million to $235.0 million from $1F@nillion in the third quarter of 2011 and incred$$135.7
million to $563.0 million from $427.3 million in #first nine months of 2011 . Diluted net income ammon share increased 31.0 percent
from $1.71 per share in the third quarter of 2a1$2.24 per share in the third quarter of 2012utBd net income per common share
increased 34.9 percent from $3.98 in the first mmamths of 2011 to $5.37 in the first nine month@i2 .

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

(Thousands of dollars) Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
Net income $ 234,95 $ 179,87 $ 562,98 $ 427,30¢
Interest expense 10,35¢ 10,452 30,92¢ 32,87«
Income taxes 108,04! 80,39¢ 250,13 184,69
Depreciation 37,82¢ 38,00( 113,33t 112,80°
Amortization 7,13¢€ 10,13¢ 20,09¢ 23,26:
EBITDA $ 398,32 $ 318,86 $ 977,47¢ 3 780,94¢
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFO RMATION

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

Readers are cautioned not to place undue reliameay forward-looking statements. Forward-lookitefesments are necessarily subject to
risks, uncertainties and other factors, many ofcWlaire outside the control of the Company, thatccoause actual results to differ materially
from such statements and from the Compsautystorical results and experience. These rigksemiainties and other factors include such th
as: (a) the duration and severity of the curregitiee global economic and financial conditiong;dbneral business conditions, strengths of
retail and manufacturing economies and the gromwthé coatings industry; (c) competitive factongluding pricing pressures and product
innovation and quality; (d) changes in raw mateaiad energy supplies and pricing; (e) changesarCibimpanys relationships with custom
and suppliers; (f) the Company’s ability to atteost savings from productivity initiatives; (g) tB®mpany’s ability to successfully integrate
past and future acquisitions into its existing @piens, including the recent acquisitions of Beckeroma Industrial Wood Coatings,
Sayerlack Industrial Wood Coatings, Pinturas Conteighs Paints and Geocel, as well as the perfocmaf the businesses acquired;

(h) risks and uncertainties associated with the @amyg’'s ownership of Life Shield Engineered SystéiS; (i) changes in general domestic
economic conditions such as inflation rates, irgerates, tax rates, unemployment rates, higher labd healthcare costs, recessions, and
changing governmental policies, laws and regulati@ risks and uncertainties associated withGbenpany’s expansion into and its
operations in Asia, Europe, Mexico, South Amerind ather foreign markets, including general ecororoinditions, inflation rates,
recessions, foreign currency exchange rates, foiaigestment and repatriation restrictions, legal segulatory constraints, civil unrest and
other external economic and political factors;tfig achievement of growth in foreign markets, saglsia, Europe, Mexico and South
America; (I) increasingly stringent domestic antefgn governmental regulations including thosectifey health, safety and the environmi
(m) inherent uncertainties involved in assessikg@bmpany’s potential liability for environmentalated activities; (n) other changes in
governmental policies, laws and regulations, iniclgaethanges in accounting policies and standarddaation requirements (such as nev
laws and new or revised tax law interpretations)tiie nature, cost, quantity and outcome of pandird future litigation and other claims,
including the lead pigment and lead-based paiggliibn, and the effect of any legislation and austrative regulations relating thereto; and
(p) unusual weather conditions.

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

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

and commodity price fluctuations. However, the Campdoes not expect currency translation, tramsactiommodity price fluctuations or
hedging contract losses to have a material adeffset on the Company’s financial condition, reswf operations or cash flows. There were
no material changes in the Company’s exposure taehask since the disclosure included in ManagetseDiscussion and Analysis of
Financial Condition and Results of Operations & @ompany’s Annual Report on Form 10-K for the yeaded December 31, 2011.
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Item 4. CONTROLS AND PROCEDURES

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

allow timely decisions regarding required discl@sur

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

Item 1. Legal Proceedings

For information with respect to certain environnadmelated matters and legal proceedings, seenfbemation included under the captions
entitled “Environmental-Related Liabilities” anditlgation” of “Management’s Discussion and AnalysisFinancial Condition and Results
of Operations” and Notes 8 and 9 of the “Notes tm@2nsed Consolidated Financial Statements,” wikigicorporated herein by reference.
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Item 2. Unreqistered Sales of Equity Securities ldad of Proceeds.

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

Number of
Shares Number of
Purchased as Shares That
Total Average Part of a May Yet Be
Number of Price Publicly Purchased
Shares Paid Per Announced Under the
Period Purchased Share Plan Plan
July 1 - July 31
Share repurchase progréin 17,750,00
Employee transaction® 153¢ $ 130.1( NA
August 1 - August 31
Share repurchase progrdth 500,00 $  140.8¢ 500,00( 17,250,00
September 1 - September 30
Share repurchase prograth 17,250,00
Total
Share repurchase progréth 500,00 $  140.8¢ 500,00( 17,250,00
Employee transaction 1,53¢ 130.1¢ NA

@ All shares were purchased through the Company’fighylannounced share repurchase program. On Oc&he2011, the Board of
Directors of the Company authorized the Compamuiezhase an additional 20,000,000 shares of itsrammstock. The Company had
remaining authorization at September 30, 2012 tol@ase 17,250,000 shares. There is no expiratiensgeecified for the program. The
Company intends to repurchase stock under the amogr the future.

@  All shares were delivered to satisfy the exerciseepand/or tax withholding obligations by employeeho exercised stock options or had
shares of restricted stock vest.
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Item 5._Other Information

During the fiscal quarter ended September 30, 2@4€ Audit Committee of the Board of Directorsttoé Company approved permitted non-
audit services to be performed by Ernst & Young Lttfe Company’s independent registered public atthog firm. These nomudit service
were approved within categories related to domestigsory tax and tax compliance services andriatésnal tax compliance.
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Item 6. Exhibits.

4

10

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

101.DEF

Credit Agreement, dated as of September 19,,20m@ng Sherwin-Williams Luxembourg S.a.r.l., agtweer, the Company, as
guarantor, the lenders party thereto, J.P. Morgawte Limited, as administrative agent and L/Ceéssd.P. Morgan Securities
LLC, Citigroup Global Markets Inc. and HSBC Sedest(USA) Inc., as joint lead arrangers and bookeus, and Citigroup
Global Markets Inc. and HSBC Securities (USA) Ias. syndication agents, filed as Exhibit 4 to tleen@any's Current Report
on Form 8-K dated September 19, 2012, and incotpditzerein by reference.

Amendment to The Sherwin-Williams Company 200&ctor Deferred Fee Plan (as Amended and Restétkdl herewith).
Rule 13a-14(a)/15d-14(a) Certification ofe€lixecutive Officer (filed herewith).

Rule 13a-14(a)/15d-14(a) Certification ofi&@trinancial Officer (filed herewith).

Section 1350 Certification of Chief Execati®fficer (filed herewith).

Section 1350 Certification of Chief Finandcficer (filed herewith).

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Presentation LadebDocument

XBRL Taxonomy Extension Calculation LinldeaDocument

XBRL Taxonomy Extension Label Linkbase Datent

XBRL Taxonomy Extension Definition Linklea®ocument
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Signatures

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

THE SHERWIN-WILLIAMS COMPANY

October 26, 2012 By: /sl A.J. Mistysyn
A.J. Mistysyn
Vice President-Corporate Controller

October 26, 2012 By: /sl L.E. Stellato

L.E. Stellato
Senior Vice President, General
Counsel and Secretary
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4 Credit Agreement, dated as of September 19,,2002ng Sherwin-Williams Luxembourg &r.l., as borrower, the Company,
guarantor, the lenders party thereto, J.P. Morgaote Limited, as administrative agent and L/Ceéssd.P. Morgan Securities
LLC, Citigroup Global Markets Inc. and HSBC Sedest(USA) Inc., as joint lead arrangers and bookeus, and Citigroup
Global Markets Inc. and HSBC Securities (USA) las syndication agents, filed as Exhibit 4 to tleen@any's Current Report
on Form 8-K dated September 19, 2012, and incotpaitzerein by reference.

10 Amendment to The Sherwin-Williams Company 200&ctor Deferred Fee Plan (as Amended and Restétkdl herewith).
31(a) Rule 13a-14(a)/15d-14(a) Certification ofellitxecutive Officer (filed herewith).

31(b) Rule 13a-14(a)/15d-14(a) Certification ofi&@Htrinancial Officer (filed herewith).

32(a) Section 1350 Certification of Chief Execati®fficer (filed herewith).

32(b) Section 1350 Certification of Chief Financficer (filed herewith).

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.PRE  XBRL Taxonomy Extension Presentation LagéDocument
101.CAL  XBRL Taxonomy Extension Calculation LinldeaDocument
101.LAB  XBRL Taxonomy Extension Label Linkbase Doment

101.DEF XBRL Taxonomy Extension Definition LinkleaBocument
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EXHIBIT 10

AMENDMENT TO THE SHERWIN-WILLIAMS COMPANY 2005 DIRE CTOR
DEFFERED FEE PLAN
(AS AMENDED AND RESTATED)

This Amendment to The Sherwin-Williams Company 200%ctor Deferred Fee Plan (As Amended and Redidtee
“Plan”) is made effective as of the dates specifieckin.

WITNESSETH:

WHEREAS, The Sherwin-Williams Company (the “Comparestablished the Plan effective January 1, 2005;

WHEREAS, pursuant to Section 13 of the Plan, tharBof Directors of the Company retains the righdautnend the Pl:
at any time in whole or in part; and

WHEREAS, the Board of Directors of the Company wiskto amend the Plan to revise the deferred caslstiment
account;

NOW, THEREFORE , the Plan is hereby amended in the respects laftairset forth:

1. Subsection 5(a) is revised as follo
Each Participant's Deferred Cash Account shallweanterest computed using the Fidelity Governnvdoey Market
Fund. The interest shall be computed on the ab@lahce in each Participant’'s Deferred Cash Accdurihg the
previous calendar quarter.

2. Exhibit A, Notice of Election, is revised to clarithe election options contained within the F
IN WITNESS WHEREOF , pursuant to the action of its Board of Directatsa meeting held the Itlay of July, 201:

the Company has caused this amendment to be edegfteetive this 10'day of August, 2012, by its duly authorized officer

THE SHERWIN-WILLIAMS COMPANY

By: /s/ Louis E. Stellato
Louis E. Stellato

Title: Senior Vice President, General Couns
and Secretary




Exhibit A

THE SHERWIN-WILLIAMS COMPANY 2005
DIRECTOR DEFERRED FEE PLAN

NOTICE OF ELECTION

[, ( Print Name ), a non-employee director of The Sherwifiliams Company (the "Company") hereby elec
participate in The Sherwiwilliams Company 2005 Director Deferred Fee Pldme (tPlan"). | acknowledge that t
deferral is irrevocable as to fees payable to meséovices performed during the next Plan Yearudanl1®througt
December 31') or partial Plan Year (for new Directors). Thig&ion is effective upon receipt by the Secretdrihe
Company, and is subject to all provisions statetthénPlan document.

NOTE : This Notice of Election will continue in effect br subsequent Plan Years except to the extent thafile
either a new Notice of Election changing my futureelection or a Notice of Termination on or before th
December 31st prior to any subsequent Plan Year.

1. Percentage of Fees Deferrddrrevocably elect for the Plan Year to defee following percentage
fees:

% of my Board Retainer & Meeting Fees forRlen Year

2. Investment Accountsl irrevocably elect that all amounts deferredsprant to this election and earni
thereon be invested as follow®ote: elections must be no less than 25% in any particular investment
account and 5% increments thereafter)

A. Deferred Cash Account

Manner of Payment at Time of Distribution

O Cash Lump Sum

O Annual Cash Installments spécify number between two
and ten)

B. Shadow Stock Account

Manner of Payment at Time of Distribution

O Cash Lump Sum

O Annual Cash Installments spécify number between two
and ten)




C. Common Stock Account

Manner of Payment at Time of Distribution

O Lump Sum and In-KinddNLY

3. Payment Commencement Datkirrevocably elect that the payment of amourggeded pursuant
this election and earnings thereon begin within (@)obusiness days following the first business of
the first calendar quarter beginning after theieadf:

, 20 (specify date); or

the date | cease to be a Director

IN WITNESS WHEREOF, | have signed my name on tlag of___, 20 .

DIRECTOR SIGNATURE

RECEIPT ACKNOWLEDGED ON BEHALF
OF THE SHERWIN-WILLIAMS COMPANY

Corporate Secretary

Date:




EXHIBIT 31(a)

CERTIFICATION

I, Christopher M. Connor, certify that:

1.

2.

Date:

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

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

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

report;

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

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

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

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

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

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

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

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

October 26, 2012 /sl Christopher M. Connor
Christopher M. Connor
Chairman and Chief Executive Officer




EXHIBIT 31(b)

CERTIFICATION

I, Sean P. Hennessy, certify that:

1.

2.

Date:

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

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

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

report;

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

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

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

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

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

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

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

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

October 26, 2012 /sl Sean P. Hennessy
Sean P. Hennessy
Senior Vice President-Finance and
Chief Financial Officer




EXHIBIT 32(a)
SECTION 1350 CERTIFICATION

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

In connection with the Quarterly Report on FormQ®f The Sherwin-Williams Company (the "Companyg) the period ended
September 30, 2012 as filed with the SecuritiesE@hange Commission on the date hereof (the "R§prChristopher M. Connor,

Chairman and Chief Executive Officer of the Compasertify, pursuant to 18 U.S.C. Section 1350, dspéed pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

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

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

Dated: October 26, 2012 /sl Christopher M. Connor
Christopher M. Connor
Chairman and Chief
Executive Officer

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

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



EXHIBIT 32(b)
SECTION 1350 CERTIFICATION

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

In connection with the Quarterly Report on FormQ®f The Sherwin-Williams Company (the "Companygi the period ended
September 30, 2012 as filed with the SecuritiesE@hange Commission on the date hereof (the "R§pfrSean P. Hennessy, Senior Vice
President~inance and Chief Financial Officer of the Compasertify, pursuant to 18 U.S.C. Section 1350, agpéetl pursuant to Section 8
of the Sarbanes-Oxley Act of 2002, that:

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

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

Dated: October 26, 2012 /s/ Sean P. Hennessy

Sean P. Hennessy

Senior Vice President-Finance and Chief
Financial Officer

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

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



