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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

Net sales

Cost of goods sol

Gross profit
Percent to net sale

Selling, general and administrative exper
Percent to net sale

Other general expense (incon— net

Interest expens

Interest and net investment inco

Other expens— net

Income before income tax
Income taxe:

Net income

Net income per common sha
Basic

Diluted

Average shares outstandi— basic
Average shares and equivalents outstan— diluted

See notes to condensed consolidated financialnstates.

Three Months Ende Nine Months Ende:
September 3( September 3(
2011 2010 2011 2010
$ 2484920 $ 2,172,25 $ 6,69525 $ 5,880,80!
1,446,622 1,200,67: 3,836,79! 3,245,35!
1,038,29! 971,58! 2,858,46: 2,635,44i
41.8% 44. 7% 42.7% 44.8%
760,17¢ 703,67: 2,206,85 2,007,76:
30.6% 32.4% 33.0% 34.1%
1,60( (817) 2,07¢ 6,21¢
10,45: 11,31( 32,87¢ 49,21¢
(840) (1,00¢) (1,979) (2,127)
6,632 3,04¢ 6,621 292
260,27¢ 255,37¢ 612,00! 574,08t
80,39¢ 80,12: 184,69° 184,51¢
$ 179,87 $ 175,25¢ $ 427,30¢ $ 389,56°
$ 1.74 % 1.6 % 406 $ 3.5¢
$ 1.71 % 1.6C % 3.9 % 3.5¢
102,151,16 106,454,04 103,939,55 107,366,65
104,123,27 108,397,73 106,161,54 109,095,93
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THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (UNAUDITED)
Thousands of dollars

September 3C December 31 September 3(
2011 2010 2010
Assets
Current asset:
Cash and cash equivalel $  46,02¢ $ 58,58¢ $ 64,94¢
Accounts receivable, less allowar 1,173,58 916,66 1,069,89
Inventories:
Finished good 743,19: 743,95! 713,34
Work in process and raw materii 223,56! 173,74 145,64!
966,75t 917,70: 858,98t
Deferred income taxe 127,09( 127,34¢ 121,43t
Other current asse 195,94( 193,42 209,83t
Total current asse 2,509,39 2,213,72 2,325,10:
Goodwill 1,106,65 1,102,45 1,085,70:
Intangible asset 316,47¢ 320,50: 339,18t
Deferred pension asse 264,29: 248,33: 250,67¢
Other asset 353,83 332,10( 267,13:
Property, plant and equipme
Land 106,32: 106,10: 94,87:
Buildings 671,18t 668,50t 662,15(
Machinery and equipme 1,643,62. 1,617,53 1,641,78:
Construction in progres 46,01¢ 34,03¢ 26,84(
2,467,15: 2,426,17 2,425,65!
Less allowances for depreciati 1,527,66! 1,474,05 1,512,77
939,48t 952,11¢ 912,88
Total Assett $ 5,490,13 $ 5,169,23! $ 5,180,68:
Liabilities and Shareholders Equity
Current liabilities:
Shor-term borrowings $ 517,49¢ $ 38859 $ 354,55¢
Accounts payabl 996,73¢ 909,64¢ 927,61t
Compensation and taxes withhi 234,87¢ 253,24 233,77
Accrued taxe: 142,71 62,54° 139,95¢
Current portion of lon-term debt 10,08¢ 7,87t 6,314
Other accrual 452,81 442,03( 462,88t
Total current liabilities 2,354,72! 2,063,94i 2,125,10:
Long-term debt 641,25 648,32¢ 705,47
Postretirement benefits other than pens 297,20( 295,89¢ 285,10
Other lon¢-term liabilities 547,02¢ 551,63: 421,87(

Shareholder equity:
Common stocl— $1.00 par value
103,760,672, 107,020,728 and 107,934,798 sharetaading at September 30, 20!
December 31, 2010 and September 30, 2010, respkc 106,90: 231,34¢ 230,73
Preferred stoc— convertible, no par valut
175,737, 216,753 and 216,753 shares outstandifigmember 30, 2011,

December 31, 2010 and September 30, 2010, respkc 175,73 216,75: 216,75:
Unearned ESOP compensat (175,73) (216,75 (216,75)
Other capita 1,304,50: 1,222,90! 1,182,80!
Retained earning 779,50¢ 4,824,48 4,790,30!
Treasury stock, at co (237,75) (4,390,98) (4,268,54)
Cumulative other comprehensive Ic (317,859 (278,32) (292,169)
The Sherwi-Williams Company sharehold¢ equity 1,635,30: 1,609,44 1,643,13
Noncontrolling interes 14,62¢

Total shareholde’ equity 1,649,92 1,609,44 1,643,13

Total Liabilities and Sharehold¢ Equity $ 5,490,13 $5,169,23! $5,180,68.




See notes to condensed consolidated financialre&atts.
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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:
Depreciatior
Amortization of intangible asse
Stocl-based compensation expel
Provisions for qualified exit cos
Provisions for environmeni-related matter
Defined benefit pension plans net ¢
Net increase in postretirement liabil
Other
Change in working capital accour— net
Costs incurred for environmer-related matter
Costs incurred for qualified exit cos
Other

Net operating cas

INVESTING ACTIVITIES

Capital expenditure

Acquisitions of businesses, net of cash acqt
Proceeds from sale of ass

Increase in other investmer

Net investing cas

FINANCING ACTIVITIES

Net increase in sh-term borrowings

Proceeds from lor-term debt

Payments of lor-term deb!

Costs associated with repurchase of -term debi
Payments of cash dividen

Proceeds from stock options exerci:

Income tax effect of sto-based compensation exercises and ve:

Treasury stock purchas:
Other

Net financing cas
Effect of exchange rate changes on ¢

Net decrease in cash and cash equiva
Cash and cash equivalents at beginning of

Cash and cash equivalents at end of pe

Income taxes pai
Interest paic

See notes to condensed consolidated financialnstates.

Nine Months Ende:

September 3C September 3
2011 2010
$ 427,30¢ 389,56
112,80° 100,67:
23,26 21,774
31,77¢ 28,49¢
1,33¢ (57)
7,34¢ 6,69¢
11,84¢ 13,40¢
2,047 1,63¢
1,742 10,62¢
(142,81)) (66,376
(17,920 (24,987
(5,09() (9,887)
(7,68¢6) 6,031
445,96: 477,61(
(96,88) (76,116
(29,84Y) (264,34()
12,19¢ 4,83«
(66,40¢) (71,426
(180,94 (407,049
128,32t 324,66
28,90¢ 2,38¢
(33,665 (93,166

(22,192

(115,65) (117,686
41,50: 72,38:
9,53¢ 15,04¢
(328,74 (253,55
28¢€ (4,815
(269,49!) (76,947
(8,087 1,99¢
(12,559 (4,38))
58,58¢ 69,32¢

$  46,02¢ 64,94¢
$ 102,81 96,06
31,68( 54,74:
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THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

Periods ended September 30, 2011 and 2010

NOTE 1—BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetadcdial statements have been prepared in accadaitic U.S. generally accepted
accounting principles (GAAP) for interim financiaformation and the instructions to Form 10-Q. Actogly, 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, 2010. Actitogrestimates were revised as
necessary during the first nine months of 2011 dhasenew information and changes in facts and mstances. Certain amounts in the 2010
condensed consolidated financial statements hase teelassified to conform to the 2011 presentation

Effective July 1, 2011, the Company acquired amilimig interest in Leighs Paints with the optianacquire the remaining interest by
December 31, 2011. The results of operations faghsePaints for this three month period are inctlishethe consolidated results of
operations of the Company while the amount attabl& to the noncontrolling interest was not matennal is not presented separately. The
noncontrolling ownership interest in Leighs Paistpresented in the balance sheet as a separapmnent of equity. See Note 14.

In March 2010, the Patient Protection and AfforéaBhre Act and the Health Care and Education Rd@dion Act of 2010 became

effective, resulting in the elimination of a taxddetion previously allowed for the Medicare Parsibsidy beginning in years after
December 31, 2012. The Company recognized therdeféax effects of the reduced deductibility of subsidy during the first quarter of
2010. The resulting one-time increase in incomegaxX $11.4 million reduced basic and diluted eagsiper share for the first nine months of
2010 by $.11 and $.10, respectively. See Note 11.

The Company primarily uses the last-in, first-dut0) method of valuing inventory. An actual valigat 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@nyeéanventory levels and costs are subject tdittad year-end LIFO inventory
valuation. In addition, interim inventory levelxinde 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 performedndputhe fourth quarter. For further
information on inventory valuations and other m@&tteefer to the consolidated financial statemants$ footnotes thereto included in the
Company’s Form 10-K for the year ended Decembe@10.
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The consolidated results for the three and ninethsoanded September 30, 2011 are not necessatitative of the results to be expected
the year ending December 31, 2011.

NOTE 2—IMPACT OF RECENTLY ISSUED ACCOUNTING PRONOUN CEMENTS

In September 2011, the Financial Accounting Stashsl&oard (FASB) issued Accounting Standards Upghe®J)) No. 20118, which amend
the Intangibles — Goodwill and Other Topic of thecAunting Standards Codification (ASC). The ASUegixompanies the option to
perform a qualitative assessment to determine vendtis more likely than not that the fair valufesoreporting unit is less than its carrying
value. If the more likely than not conclusion iached, the two-step impairment test must be peddrr@therwise, the two-step impairment
test is not necessary. ASU No. 2011-8 is effediivdiscal years beginning after December 15, 2@l early adoption is permitted. The
Company will early adopt ASU No. 2011-8 and perfdha optional qualitative assessment as part afnitaial goodwill impairment test. The
ASU is expected to reduce the number of reportmitsdor which the two-step impairment step muspbgormed, but it is not expected to
affect the Company’s results of operations, finahcondition or liquidity.

In June 2011, the FASB issued ASU No. 2011-5, whitiends the Comprehensive Income Topic of the ABE.ASU eliminates the option
to present the components of other comprehensagria as part of the statement of changes in shiderkbequity, and instead requires
consecutive presentation of the statement of et and other comprehensive income either in inumus statement of comprehensive
income or in two separate but consecutive statesn&8U No. 2011-5 is effective for interim and aahperiods beginning after

December 15, 2011. The Company will adopt the ASleguired. It will have no affect on the Companysults of operations, financial
condition or liquidity.

In May 2011, the FASB issued ASU No. 2011-4, whaahends the Fair Value Measurements Topic of the faSlp achieve common fair
value measurement and disclosure requirementsSn@®AAP and IFRS. ASU No. 20Mldoes not require additional fair value measurds
and is not intended to establish valuation starglardffect valuation practices outside of finahmgorting. The ASU is effective for interim
and annual periods beginning after December 151.2DHe Company will adopt the ASU as required. AlB&J will affect the Company fair
value disclosures, but will not affect the Compamgsults of operations, financial condition ouldjty.

NOTE 3—DIVIDENDS

Dividends paid on common stock during each of ite three quarters of 2011 and 2010 were $.36&@emon share and $.360 per
common share, respectively.
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NOTE 4—COMPREHENSIVE INCOME

Comprehensive income is summarized as follows:

Three Months Ende Nine Months Ende:
September 3( September 3(

(Thousands of dollars 2011 2010 2011 2010
Net income $179,87° $175,25¢ $427,30¢ $389,56°
Foreign currency translation adjustme (74,88¢) 28,55¢ (47,999 13,86¢
Amortization of net prior service costs and

actuarial losses, net of tax(® 2,40¢ 2,38 9,09: 9,871
Adjustments of marketable equity securiti

net of taxe<? (225 88C (633 1,54¢
Comprehensive incon $107,17: $207,07° $387,77( $414,85

M) The tax effect of amortization of net prior seevcosts and net actuarial losses was $(3,055$@\016) for the three and nine months
ended September 30, 2011 and $(3,288) and $(6f8i2)e three and nine months ended September03d0,

@ The tax effect of adjustments of marketable egsetyurities was $144 and $404 for the three andmorgths ended September 30, 2
and $(563) and $(988) for the three and nine moartided September 30, 20:

7
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NOTE 5—PRODUCT WARRANTIES

Changes in the Company’s accrual for product wayralaims during the first nine months of 2011 &40, including customer satisfaction
settlements, were as follows:

(Thousands of dollar: 2011 2010

Balance at January $ 23,10¢ $ 22,21
Charges to expen: 23,177 14,31¢
Settlement: (19,509 (13,679
Balance at September $ 26,77 $ 22,85¢

For further details on the Company’s accrual faduct warranty claims, see Note 1 to the Consaili&inancial Statements in the
Company’s Annual Report on Form 10-K for the yaadedd December 31, 2010.

NOTE 6—EXIT OR DISPOSAL ACTIVITIES

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

In the nine months ended September 30, 2011, 8ssioithe Paint Stores Group, 2 manufacturingifesslin the Consumer Group and 5
branches in the Global Finishes Group were closedtd lower demand or redundancy. During the ninatirs ended September 30, 2011,
amounts charged to SG&A and Cost of goods soldidea] qualified exit costs and severance costs .4f illion related to these closed
facilities. Adjustments to prior provisions of $0r8llion related to Global Finishes Group facilgielosed during 2009 were recorded in Other
general expense — net in the nine months ende@®bpt 30, 2011.

8
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The following table summarizes the activity and agmng liabilities associated with qualified exdsts at September 30, 2011 and for the
nine-month period then ended:

(Thousands of dollar:

Actual Adjustments tc
Balance a Provisions ir expenditure prior provision: Balance a
December 3: Cost of good charged tc in Other generi September 3
Exit Plan 2010 sold or SG&# accrual expense- net 2011

Consumer Group manufacturing facilities shutdowr

in 2011:

Severance and related cosi $ 311 $ 311
Global Finishes Group stores shutdown in 2011:

Severance and related cos! 207 $ (109 99

Other qualified exit costs 597 (77) 52C
Global Finishes Group stores shutdown in 201(

Other qualified exit costs $ 1,114 (13¢) 97¢€
Paint Stores Group stores shutdown in 2010:

Other qualified exit costs 4 $ 4)
Paint Stores Group stores shutdown in 2009:

Other qualified exit costs 2,022 (669 (29 1,33(
Global Finishes Group manufacturing facility and

branches shutdown in 2009:

Other qualified exit costs 1,82( (69€) 262 1,38¢
Consumer Group manufacturing facilities shutdowr

in 2009:

Other qualified exit costs 721 (18€) 5385
Consumer Group manufacturing and distribution

facilities shutdown in 2008:

Other qualified exit costs 242 (50 192
Paint Stores Group manufacturing and distribution
facilities, administrative offices and stores shutdwn

in 2008:

Other qualified exit costs 3,05¢ (2,089 (6) 96¢
Other qualified exit costs for facilities shutdown

prior to 2008 7,06¢€ (1,089 5,971
Totals $ 16,04] $ 1,11¢ $ (5,090 $ 223 $ 12,29

For further details on the Company’s exit or digd@tivities, see Note 6 to the Consolidated FirerStatements in the Company’s Annual
Report on Form 10-K for the year ended DecembeR@10.
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NOTE 7 — HEALTH CARE, PENSION AND OTHER BENEFITS

Shown below are the components of the Company’perbdic benefit cost for domestic defined bengédihsion plans, foreign defined
benefit pension plans and postretirement benetfitsrdhan pensions:

Domestic Define( Foreign Definec Postretirement Benefi
Benefit Pension Plar Benefit Pension Plar Other than Pensior
(Thousands of dollars 2011 2010 2011 2010 2011 2010
Three Months Ended September 30
Net periodic benefit cos
Service cos $ 4,00% $ 4,22¢ $ 91¢ $ 501 $ 873 $ 888
Interest cos 4,707 4,507 1,061 1,04( 3,89¢ 4,01
Expected return on asst (11,610 (20,579 (662) (720)
Amortization of:
Prior service cost (credi 40¢ 41€ 8 (164) (169
Actuarial loss 4,87¢ 4,73¢ 21F 347 62€ 32¢
Net periodic benefit cos $ 2,38¢ $ 3,30¢ $ 1,53- $ 1,17¢ $ 5,23( $ 5,06:
Nine Months Ended September 30
Net periodic benefit cos
Service cos $ 12,02: $ 12,67¢ $ 2,81« $ 1,49( $ 2,621 $ 2,64¢
Interest cos 14,12: 13,52: 3,22¢ 3,07¢ 11,68 12,05(
Expected return on asst (34,83) (31,739 (2,009 (2,130
Amortization of:
Prior service cost (credi 1,22¢ 1,24¢ 22 (492) (492)
Actuarial loss 14,63( 14,20" 65C 1,02 1,87¢ 97¢
Net periodic benefit cos $ 7,165 $ 9,92( $ 4,681 $ 3,48¢ $15,69: $15,18¢

Effective July 1, 2011, the Employee Stock Purcleas Savings Plan was amended to reinstate the &gmmpatch to 6% of eligible
employee contributions.

Effective October 1, 2011, participation in The Btia-Williams Company Salaried Employees’ Pensiovelstment Plan, a defined benefit
plan, was frozen for new hires. All newly hired Ur®n-collectively bargained employees will be iblig to participate in The Sherwin-
Williams Company Salaried Employees’ Revised Penbiwestment Plan.

For further details on the Company’s health caessppn and other benefits, see Note 7 to the Cinlagetl Financial Statements in the
Company’s Annual Report on Form 10-K for the yaadedd December 31, 2010.

10
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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 edlifmated on industry standards and
professional judgment. These estimated costs aeemdimed based on currently available facts regaréach site. If the best estimate of costs
can only be identified as a range and no speadifioumnt within that range can be determined mordylikean any other amount within the
range, the minimum of the range is provided. Att8eyber 30, 2011, the unaccrued maximum of the astidrange of possible outcomes is
$101.6 million higher than the minimum.

The Company continuously assesses its potentrlitiafor investigation and remediation-relatediaities and adjusts its environmental-
related accruals as information becomes availgid® wvhich more accurate costs can be reasonalifyatetl and as additional accounting
guidelines are issued. Actual costs incurred may fram these estimates due to the inherent urioéiga involved including, among others,
the number and financial condition of parties imeal with respect to any given site, the volumetdatribution 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, 2011 and 2010 were accruals for extended@mviental-related activities of
$82.2 million and $89.9 million, respectively. Estited costs of current investigation and remediaidivities of $60.1 million and
$64.6 million are included in Other accruals att8egber 30, 2011 and 2010, 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 estchaange of possible outcomes at September 30, 20 Beptember 30, 2011,

$101.1 million, or 71.0 percent of the total actruelated directly to these four sites. In the r@gate unaccrued maximum of $101.6 million
at September 30, 2011, $70.0 million, or 68.9 peraelated to the four manufacturing sites. Weieironmental investigations and reme:
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 ultimatengial loss contingencies related to these sitegher less significant sites until such
time as a substantial portion of the investigatibthe sites is completed and remedial action faasieveloped. In the event any future loss
contingency significantly exceeds the current an@aerued, the recording of the ultimate liabilityy result in a material impact on net
income for the annual or interim period during whibe additional costs are accrued. Managementmatdselieve that any potential liability
ultimately attributed to the Company for its enwvineental-related matters will have a material adveffect on the Company’s financial
condition, liquidity, or cash flow due to the extienl period of time during which environmental inigetion and remediation takes place. An
estimate of the potential impact on the Companperations cannot be made due to the aforementioneettainties.

11
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Management expects these contingent environmegitetied liabilities to be resolved over an extengedod 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 rémtied activities, and the indefinite
amount of time necessary to conduct remediationiaes.

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

NOTE 9—LITIGATION

In the course of its business, the Company is stibjea variety of claims and lawsuits, includiitgghtion relating to product liability and
warranty, personal injury, environmental, intelledtproperty, commercial, contractual and antitalsims that are inherently subject to many
uncertainties regarding the possibility of a lasshte Company. These uncertainties will ultimatedyresolved when one or more future ev
occur or fail to occur confirming the incurrencesofiability or the reduction of a liability. In aordance with the Contingencies Topic of the
ASC, the Company accrues for these contingenciesdharge to income when it is both probable thatar more future events will occur
confirming the fact of a loss and the amount oflttss can be reasonably estimated. In the eventith&Company’s loss contingency is
ultimately determined to be significantly higheathcurrently accrued, the recording of the addéidiability may result in a material impact
on the Company results of operations, liquidity or financial ciition for the annual or interim period during wiisuch additional liability i
accrued. In those cases where no accrual is retdeEause it is not probable that a liability hesrbincurred and cannot be reasonably
estimated, any potential liability ultimately deténed to be attributable to the Company may réawudtmaterial impact on the Company’s
results of operations, liquidity or financial cotidn for the annual or interim period during whislnch liability is accrued. In those cases
where no accrual is recorded or exposure to loistsein excess of the amount accrued, the Contirigeropic of the ASC requires
disclosure of the contingency when there is a mealsle possibility that a loss or additional loss/rhave been incurred if even the possibility
may be remote.

Lead pigment and lead-based paint litigationThe Company’s past operations included the manufa@nd sale of lead pigments and lead-
based paints. The Company, along with other conggairs and has been a defendant in a number dfdegzeedings, including individual
personal injury actions, purported class actiond,actions brought by various counties, citiespstiistricts and other government-related
entities, arising from the manufacture and salle@ad pigments and lead-based paints. The plaintifigms have been based upon various
legal theories, including negligence, strict liéilbreach of warranty, negligent misrepresentegtiand omissions, fraudulent
misrepresentations and omissions, concert of aatigih conspiracy, violations of unfair trade pti@e 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, £oslating to the detection and abatement of lees paint from buildings, costs
associated with a public

12
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education campaign, medical monitoring costs ahdrst The Company is also a defendant in legalggaiags arising from the manufacture
and sale of non-lead-based paints that seek recboased upon various legal theories, includingfdiilare to adequately warn of potential
exposure to lead during surface preparation whargumn-lead-based paint on surfaces previouslytediwith lead-based paint. The
Company believes that the litigation brought teedatwithout merit or subject to meritorious defemand is vigorously defending such
litigation. The Company has not settled any leapin@int or lead-based paint litigation. The Compatpeets that additional lead pigment and
lead-based paint litigation may be filed against@ompany in the future asserting similar or défdrlegal theories and seeking similar or
different types of damages and relief.

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

not prevail. Adverse court rulings or determinasiaf liability, among other factors, could affeleetlead 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 reg¢jolas have been enacted, promulgated or proposegptose obligations on present and
former manufacturers of lead pigments and lead<bpa@ts respecting asserted health concerns assgevith such products or to overturn
the effect of court decisions in which the Companyg other manufacturers have been successful.

Due to the uncertainties involved, management éblento predict the outcome of the lead pigmentlaad-based paint litigation, the number
or nature of possible future claims and proceediogthe effect that any legislation and/or adnimai$ve regulations may have on the
litigation or against the Company. In addition, mgament cannot reasonably determine the scopeairrdarof the potential costs and
liabilities related to such litigation, or resuliifrom any such legislation and regulations. Then@any has not accrued any amounts for such
litigation. With respect to such litigation, inclimg the public nuisance litigation, the Companysinet believe that it is probable that a loss
has occurred, and it is not possible to estimaedhge of potential losses as there is no priiohy of a loss of this nature and there is no
substantive information upon which an estimate @¢da based. In addition, any potential liabilitgttimay 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 thebility may result in a material impact on netonee for the annual or interim period during
which such liability is accrued. Additionally, diethe 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 attridble to the Company arising out of such
litigation may have a material adverse effect an@ompany’s results of operations, liquidity omfirtial 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 claim litigatiorThe Company and other companies are or were defenttalegal proceedings seeking recovery based on
public nuisance liability theories, among othemities, brought by the State of Rhode Island, the &fiSt. Louis, Missouri, various cities a
counties in the State of New Jersey, various citigke State of Ohio and the State of Ohio, the
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City of Milwaukee, Wisconsin and the County of Saffara, California and other public entities ie Btate of California. Except for the
Santa Clara County, California proceeding, allh&fse legal proceedings have been concluded in &vbe Company and other defendan
various stages in the proceedings.

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

(iii) the Company and two other defendants shoel@tulered 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 faileddtesa public nuisance claim as a matter of law.

The Santa Clara County, California proceeding wiéi&gted in March 2000 in the Superior Court of State of California, County of Santa
Clara. In the original complaint, the plaintiffsSserted various claims including fraud and conceatstrict product liability/failure to warn,
strict product liability/design defect, negligencegligent breach of a special duty, public nuisapecivate nuisance, and violations of
California’s Business and Professions Code. A nurobthe asserted claims were resolved in favdhefdefendants through pre-trial
proceedings. The named plaintiffs in the Fourth Adexl Complaint, filed on March 16, 2011, are the@ies of Santa Clara, Alameda, Los
Angeles, Monterey, San Mateo, Solano and Ventur@tlae Cities of Oakland, San Diego and San FraaciBhe Fourth Amended Compla
asserts a sole claim for public nuisance, alletfradg the presence of lead products for use in aidtcoatings in, on and around buildings in
the plaintiffs’ jurisdictions constitutes a pubficisance. The plaintiffs seek the abatement ofilegied public nuisance that exists within the
plaintiffs’ jurisdictions.

Litigation seeking damages from alleged person@irin The Company and other companies are defendantsimaer of legal proceedings
seeking monetary damages and other relief frongedigoersonal injuries. These proceedings incluaiensl by children allegedly injured fro
ingestion of lead pigment or lead-containing paitdaims for damages allegedly incurred by the ¢hilés 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 @o&these proceedings include purported claims dhyithuals, groups of individuals and
class actions.

The plaintiff in Thomas v. Lead Industries Assodaf et al., initiated an action in state courtingethe Company, other alleged former lead
pigment manufacturers and the Lead Industries Aason in September 1999. The claims against tha@amy and the other defendants
include strict liability, negligence, negligent mépresentation and omissions, fraudulent misreptasen and omissions, concert of action,
civil conspiracy and enterprise liability. Impliaitithin these claims is the theory of “risk contrilpn” liability (Wisconsin’s theory which is
similar to market share liability) due to the pléfits inability to identify the
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manufacturer of any product that allegedly injutieel plaintiff. The case ultimately proceeded taltand, on November 5, 2007, the jury
returned a defense verdict, finding that the pitiihaid ingested white lead carbonate, but wasonain damaged or injured as a result. The
plaintiff appealed and, on December 16, 2010, thec@hsin Court of Appeals affirmed the final judgre favor of the 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 plairttifidentify 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 Thontdal, the constitutionalit
of this theory as applied to the lead pigment casasnot 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. Ainan Cyanamid, et al., on November 15,
2010, the District Court held that Wisconsin’s rigitribution theory as applied in that case vexdahe defendants’ right to substantive due
process and is unconstitutionally retroactive.

Insurance coverage litigatioiThe Company and its liability insurers, includirgrtain Underwriters at Lloyd’s of London, initiatézbal
proceedings against each other to primarily detegrramong 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. The liability insurers’ action, whiaras filed on February 23, 2006 in the
Supreme Court of the State of New York, County ef\NYork, has been dismissed. An ultimate loss énitisurance coverage litigation
would mean that insurance proceeds could be ursdnlailinder the policies at issue to mitigate atiynake abatement related costs and
liabilities. The Company has not recorded any asshted to these insurance policies or otherasseimed 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-baseak litigation will have no impact on the
Company’s results of operation, liquidity or fingaccondition. As previously stated, however, tanany 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.

NOTE 10—OTHER
Other general expense (income) — net

Included in Other general expense (income) — neéwree following:
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Three Months Ende Nine Months Ende
September 3( September 3(
(Thousands of dollars 2011 2010 2011 2010
Provisions for environmental matte— net $ 2,69¢ $ 1,974 $ 7,344 $ 6,69¢€
(Gain) loss on disposition of ass (1,099 (2,649 (5,499 27¢
Adjustments to prior provisions for qualified egdsts (148 228 (767
Other general expense (incon— net $ 1,60( $ (819 $ 2,074 $ 6,21/

Provisions for environmental matters—net represéatspecific increases or decreases to envirorahegiaited accruals as information
becomes available upon which more accurate costb@&aeasonably estimated and as additional adogugaidelines are issued.
Environmental-related accruals are not recordedfigisurance 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 (gain) loss on disposition of assets represeattsealized (gains) losses 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 oredaes to accrued qualified exit costs as
adjustments for costs of employee terminationgegaired or as information becomes available upbithivmore accurate amounts can be
reasonably estimated. See Note 6 for further detailthe Company’s exit or disposal activities.

Other expense — net

Included in Other expense — net were the following:

Three Months Ende Nine Months Ende:
September 3( September 3(
(Thousands of dollars 2011 2010 2011 2010
Dividend and royalty incom $ (1,067) $ (1,919 $ (4,057) $ (4,40¢)
Net expense from financing activiti 1,93 1,90¢ 5,881 6,47¢
Foreign currency related loss 8,971 3,49¢ 11,89( 1,12¢
Other income (5,877 (2,424 (14,219 (7,349
Other expens 2,67 1,97¢ 7,117 4,44;
Other expens— net $ 6,632 $ 3,04¢ $ 6,627 $ 29z

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

Foreign currency related losses included foreigneticy transaction gains and losses and realizédiarealized net gains from foreign

currency option and forward contracts. The Compgaany foreign currency option and forward contractistanding at September 30, 2011
and 2010. All of the outstanding contracts had migtdates of less than twelve months and were sigdated hedges with changes in fair
value being recognized in earnings in accordande tive Derivatives and Hedging Topic of the ASCe3é derivative instrument values w
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included in either Other current assets or Otheruats and were insignificant at September 30, 201dL.2010.

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

NOTE 11—INCOME TAXES

The effective tax rate was 30.9 percent and 30:@epé: for the third quarter and first nine month@@11, respectively, and 31.4 percent and
32.1 percent for the third quarter and the firsieninonths of 2010, respectively. The decreaseciettective tax rate for the first nine months
of 2011 compared to 2010 was primarily due to thedct of an $11.4 million Federal and State inctemecharge in the first nine months of
2010 related to the Patient Protection and Affolel&are Act and the Health Care and Education Reléation Act signed into law in March
2010.

At December 31, 2010, the Company had $31.3 milliounrecognized tax benefits, the recognition bfale would have an effect of

$27.4 million on the current provision for inconaxés. Included in the balance of unrecognized éarefits at December 31, 2010, was
$6.0 million related to tax positions for whichstreasonably possible that the total amounts csighiificantly change during the next twelve
months. This amount represents a decrease in gnmzead tax benefits comprised of items relatedsk®eased state income tax audits, state
settlement negotiations currently in progress aquirimg statutes in foreign jurisdictions.

The Company classifies all income tax related ageand penalties as income tax expense. At Deae3ibh@010, the Company had accrued
$10.2 million for the potential payment of inconae interest and penalties.

There were no significant changes to any of tharizs of unrecognized tax benefits at Decembe2@®) during the first nine months of
2011.

The Company and its subsidiaries file income taurres in the U.S. federal jurisdiction, and varistste and foreign jurisdictions. The
Internal Revenue Service (IRS) has substantialtymeted the audit of the 2004, 2005, 2006 and 280¥ears. The IRS commenced an
examination of the Company’s U.S. income tax regdan the 2008 and 2009 tax years in the third tgmaf 2011. At this time, the Company
has determined that an insignificant payment isfdu¢he 2006 and 2007 audit period.

The Company disclosed in its 2010 Annual Repoirfform 10-K and in previous filings that the IRS veasliting the Company’s federal tax
returns for the 2004 through 2007 years for incéamxes and the 2003 through 2009 years for excigstd he IRS was auditing transactions
related to the Company’s ESOP (the “Leveraged E¥@Rsactions”). The Leveraged ESOP Transactions imgplemented on August 27,
2003 and August 1, 2006. (See Note 12 of the Cogip@®10 Annual Report.) At various times, prindipad interest on the debt related to
the transactions was forgiven as a mechanism fatifig Company contributions of elective
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deferrals and matching contributions to the ESGOfe Company claimed income tax deductions for thgifen principal and interest on the
debt along with dividends. The benefit of the taxlactions related to forgiven principal and intereas reflected in equity and did not flow
through the provision for income taxes.

In October 2011, the Company reached a settlenfieghedRS’ audit of the Company’s ESOP. The Comphagy fully resolved all IRS issues
for the 2003 through 2009 tax years relating tonttaéters disclosed in the Company’s current repotftorm 8-K dated May 20, 2011
challenging the ESOP related federal income taxiciézhs claimed by the Company and proposing sabataxcise taxes and penalties.
settlement (including interest), which resolvesE8IOP related tax issues, will result in an aftergharge related to federal and state income
taxes totaling approximately $75.0 million, or $7& diluted common share, and an additional réoluét Shareholders’ equity of
approximately $51.2 million in the Company'’s fouctharter. The Department of Labor’s investigatibthe Leveraged ESOP Transactions
remains open.

As of September 30, 2011, the Company is subjemdieU.S. income tax examinations for the tax ye&2004 through 2010. In addition,
the Company is subject to state and local incomexaminations for the tax years 2001 through 2010.
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NOTE 12—NET INCOME PER COMMON SHARE

Three Months Ende Nine Months Ende:
September 3( September 3(

(Thousands of dollars except per share ¢ 2011 2010 2011 2010
Basic

Average common shares outstanc 102,151,16 106,454,04 103,939,55 107,366,65

Net income $ 17987 $ 17525¢ $ 427,30( $ 389,56

Less net income allocated to unvested restrictates (2,102) (1,930 (4,810 (4,116

Net income allocated to common she $ 177,77t $ 173,320 $ 422,49 $ 38545

Basic net income per common sh $ 174 $ 16 $ 406 % 3.5¢
Diluted

Average common shares outstanc 102,151,16 106,454,04 103,939,55 107,366,65

Stock options and other contingently issuable st 1,972,10! 1,943,69! 2,221,99 1,729,27

Average common shares outstanding assuming dil 104,123,27 108,397,73 106,161,54 109,095,93

Net income $ 17987 $ 17525¢( $ 427,30( $ 389,56

Less net income allocated to unvested restrictaceshassuming

dilution (2,070 (1,907 (4,73¢6) (4,055
Net income allocated to common shares assumintjatil $ 17780 $ 17335 $ 42257. $ 38551
Diluted net income per common shi $ 1.71 % 160 $ 3.9¢ § 3.5¢%

(1) Stock options and other contingently issuableeshaxcludes 0.1 million shares for the nine mostided September 30, 2011 and
September 30, 2010 due to their anti-dilutive @ffébere were 0.1 million shares excluded due ¢dr #nti-dilutive effect for the three
months ended September 30, 2011 and none for e thonths ended September 30, 2!

The Company has two classes of participating séesiricommon shares and restricted shares, repireg@9% and 1% of outstanding sha
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, andghares are therefore considered a
participating security. Effective April 21, 2010t restricted stock award program was revised avideshds on performance-based restricted
shares granted after this date are deferred andqugyis contingent upon the awards vesting. Orgytithe-based restricted shares, which
continue to receive non-forfeitable dividends, emasidered a participating security. Basic andtedwearnings per share are calculated using
the two-class method in accordance with the Eamitgy 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 lassirfor assessing performance and
making decisions regarding allocation of resouinesccordance with the Segment Disclosures Toptb@ASC. Two operating segments
aggregated to form the Global Finishes Group ReptetOperating Segment (GFG) in accordance withytizatitative thresholds within
ASC 280-10-50-12. Management is closely monitothrgquantitative thresholds and the performancedevithin GFG on an ongoing

basis. Revised Reportable Operating Segments aviéldtablished if quantitative thresholds are exegéar a sustained basis.

(Thousands of dollar:
Net external sale
Intersegment transfe

Total net sales and intersegment trans

Segment profi
Interest expens

Administrative expenses and ott

Income before income tax

Net external sale
Intersegment transfe

Total net sales and intersegment trans

Segment profi
Interest expens

Administrative expenses and ott

Income before income tax

Three Months Ended September 30, 2

Global
Paint Store: Consumel Finishes Consolidate(
Group Group Group Administrative Totals
$1,417,76! $351,57¢ $714,35: $ 1,22¢ $2,484,92
615,30° 8,17¢ (623,48)

$1,417,76! $966,88!t $722,52! $ (622,25 $2,484,92
$ 236,88t $ 41,02* $ 43,50¢ $ 32147
$ (10,45)) (10,457

(50,68 (50,689

$ 236,88t $ 41,02 $ 43,50¢ $ (61,14) $ 260,27t

Three Months Ended September 30, 2
Global
Paint Store: Consume! Finishes Consolidate(
Group Group Group Administrative Totals
$1,286,06. $340,36! $544,54¢ $ 1,28: $2,172,25!
519,18t 4,68¢ (523,87Y)

$1,286,06. $859,55: $549,23 $ (522,59) $2,172,25!
$ 225,07¢ $ 59,69¢ $ 31,92¢ $ 316,70:
$ (11,310 (11,310

(50,014 (50,014

$ 225,07¢ $ 59,69¢ $ 31,92¢ $ (61,329 $ 255,37¢

* Segment profit includes $6,446 and $6,787 ofkng on intersegment transfers realized as atrefelxternal sales by the Paint Stores
Group during the third quarter of 2011 and 2018peetively.
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Nine Months Ended September 30, 2!

Global
Paint Store: Consume Finishes Consolidate(
Group Group Group Administrative Totals
Net external sale $3,646,07! $1,022,14. $2,023,38! $ 3,64 $6,695,25
Intersegment transfe 1,609,87 20,66¢ (1,630,54)
Total net sales and intersegment trans $3,646,07! $2,632,02 $2,044,05. $(1,626,89)  $6,695,25
Segment profi $ 512,37: $ 143,482>* $ 126,38t $ 782,24t
Interest expens $ (32,879 (32,879
Administrative expenses and ott (137,36 (137,36
Income before income tax $ 512,37- $ 143,48 $ 126,38t $ (170,24) $ 612,00
Nine Months Ended September 30, 2(
Global
Paint Store: Consume Finishes Consolidatec
Group Group Group Administrative Totals

Net external sale $3,381,95! $1,042,73. $1,452,19. $ 3,92¢ $5,880,80!
Intersegment transfe 1,388,90:! 13,68¢ (1,402,59)
Total net sales and intersegment trans $3,381,95! $2,431,63! $1,465,88: $(1,398,67)  $5,880,80!
Segment profi $ 484,79 $ 177,85¢* $ 94,88 $ 757,53t
Interest expens $ (49,219 (49,219
Administrative expenses and ott (134,23) (134,23)
Income before income tax $ 484,79! $ 177,85¢ $ 94,88: $ (183,45() $ 574,08t

**  Segment profit includes $18,255 and $17,208nafrk-up on intersegment transfers realized asutref external sales by the Paint
Stores Group during the first nine months of 204d 2010, respectivel

In the reportable segment financial informationgi@ent profit was total net sales and intersegmransfers less operating costs and expe
Domestic intersegment transfers were accountedtftire approximate fully absorbed manufactured, tasted 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 aidtnative expenses of the Company’s corporate dugters site. Also included in the
Administrative segment was interest expense, istemed investment income, certain expenses refateldsed facilities and environmental-
related matters, and other expenses which werdiramtly associated with the Reportable Operatiagrents. The Administrative segment
did not include any significant foreign operatioA$so included in the Administrative segment wasa estate management unit that is
responsible for the ownership, management andnigasinon-retail properties held primarily for usethe Company, including the
Company'’s headquarters site, and disposal of adidities. Sales of this segment represented exkézasing revenue of excess headquarters
space or leasing of facilities no longer used ley@ompany in its primary businesses. Gains an@$osem the sale of property were not a
significant operating factor in determining thefpemance of the Administrative segment.

Net external sales and segment profit of all cadat#d foreign subsidiaries were $513.8 million &2@.0 million, respectively, for the thi
quarter of 2011, and $376.1 million and $29.5
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million, respectively, for the third quarter of ZDINet external sales and segment profit of thabsidiaries were $1.49 billion and

$83.8 million, respectively, for the first nine ntba of 2011, and $995.2 million and $77.7 millicespectively, for the first nine months of
2010. Long-lived assets of these subsidiariesedt&648.2 million and $632.4 million at Septemb@r2011 and September 30, 2010,
respectively. Domestic operations accounted foré¢heaining net external sales, segment profitsiamgtlived assets. No single geographic
area outside the United States was significantivel#o consolidated net external sales, incomereefxes, or consolidated long-lived assets.

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

NOTE 14 — ACQUISITIONS

Effective July 1, 2011, the Company acquired amdlimg interest in Leighs Paints with the optianacquire the remaining interest by
December 31, 2011. Headquartered in Bolton, Urkieddom, Leighs Paints is one of the leading indakfire protection coatings
manufacturers in the world, with a growing globtform driven by technology innovation and quajiypducts. The acquisition strengthens
the Global Finishes Group’s growing global platform

Effective October 1, 2010, the Company acquireduPas Condor S.A. (Pinturas Condor), the leadirigt@and coatings company in Ecuac
Pinturas Condor develops and manufactures protlutit® architectural, industrial and automotiveigkhrefinish markets and sells them t
combination of company-owned paint stores and exodudealers. Included in the Global Finishes Gr®ipturas Condor strengthens the
Company’s product finish market position in Ecuador

Effective September 1, 2010, the Company acquimek8r Industrial Products AB (Acroma). HeadquadénreStockholm, Sweden, Acroma
is one of the largest manufacturers of industriabdcoatings globally and a technology leader itewdJV and other wood coatings. The
acquisition strengthens the Global Finishes Grogpisving global platform for product finishes.

Effective April 1, 2010, the Company acquired S&ak Industrial Coatings (Sayerlack). Headquarténg@ianoro, Italy, Sayerlack is a
leading coatings innovator in the joinery, furnéwand cabinets markets. The acquisition strengttihen&lobal Finishes Group’s growing
global platform for product finishes.

The aggregate consideration paid for Pinturas Comélmoma and Sayerlack was $298.2 million, netagh acquired. All three acquisitions
resulted in the recognition of goodwill and intdvigiassets.

The following unaudited pro-forma summary preseotssolidated financial information as if LeighsiRgj Pinturas Condor, Acroma and
Sayerlack had been acquired as of the beginniregcif period presented. The pro-forma consolidatasdial information does not
necessarily reflect the actual results that woaldehoccurred had the acquisitions taken place oumaig 1,
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2010 or of future results of operations of the coretd companies under ownership and operation o€tdrapany.

Three Months Ende Nine Months Ende:
September 3( September 3(

(Thousands of dollars except per share ¢ 2011 2010 2011 2010
Net sales $2,484,92 $2,252,86! $6,727,09: $6,208,02:
Net income 179,87" 171,04 426,71( 390,54:
Net income per common sha

Basic $ 1.74 $ 1.5¢ $ 4.0€ $ 3.6C

Diluted $ 1.71 $ 1.5¢€ $ 3.97 $ 3.54

NOTE 15— FAIR VALUE MEASUREMENTS

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

Quoted Prices il Significant
Fair Value a  Active Markets fo Significant Othe Unobservabl
September 3 Identical Asset: Observable Inpu Inputs
(Thousands of dollar: 2011 (Level 1) (Level 2) (Level 3)
Assets:
Deferred compensation plan as(®) $ 18,607 $ 15,96¢  $ 2,641
Liabilities:
Deferred compensation plan liabili® $ 2155 % 21,55:

@ The deferred compensation plan asset consisheadfivestment funds maintained for the future payt® under the Company’s
executive deferred compensation plan, which iscaiired as a rabbi trust. The investments are mellesecurities accounted for under
the Debt and Equity Securities Topic of the ASCe Tedvel 1 investments are valued using quoted narkees multiplied by the
number of shares. The level 2 investments are dddased on vendor or broker models. The cost basie investment funds is
$18,556.

(@ The deferred compensation plan liability is tr@@any’s liability under its executive deferred @ensation plan. The liability
represents the fair value of the participant shadogounts, and the value is based on quoted mgarikes.

NOTE 16 — FINANCIAL INSTRUMENTS

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 trmmpany’s publicly traded debt are
based
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on quoted market prices. The fair values of the @amy’s non-traded debt are estimated using disedurash flow analyses, based on the
Company'’s current incremental borrowing rates fonilar types of borrowing arrangements.

September 30, 201 September 30, 201
Carrying Fair Carrying Fair
(Thousands of dollar: Amount Value Amount Value
Publicly traded dek $632,41: $689,77! $691,49: $760,62:
Non-traded deb 18,92¢ 18,22: 20,29: 19,62

On July 8, 2011, the Company entered into a nee+ywar $1.050 billion credit agreement, which reptathe existing three-year
$500.0 million credit agreement. The new credieagrent may be used for general corporate purpiostsding financing working capital
requirements and supporting commercial paper bongsy

During the second quarter of 2010, the Companyroffased $84.9 million of its publicly traded 7.48%bentures due 2097. At

September 30, 2010, call warrants with a cost d $@llion that carry rights to call another $5mélion of the 7.45% debentures were
recorded in Other current assets. These call wiarkaere designated as a fair value hedge under@1SGgainst changes in value related to
the notional amount of $51.6 million of the 7.45%bdntures. Gains or losses were recognized inregrim the period of the change together
with the offsetting gains or losses on the hed¢g attributed to the risk being hedged. The objedif the hedge was to protect the related
debentures against changes in redemption valuéodtlenges in longerm interest rates and credit ratings. As of Sapte 30, 2010, the fa
value of the call warrants increased by $7.7 niilliand the related debenture fair value liabilitgreased by a similar amount. The balance
sheet carrying values of the call warrants andéleted debentures were adjusted to reflect theseges in value.

NOTE 17 — NON-TRADED INVESTMENTS

The Company has invested in the U.S. affordablesinguand historic renovation real estate markdies€ non-traded investments have been
identified as variable interest entities. Howevmgause the Company does not have the power t thieeday-to-day operations of the
investments and the risk of loss is limited to @ingount 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 investmentsdddithe 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 Othssets, was $219.3 million and

$128.1 million at September 30, 2011 and 2010.eesgely. The liability for estimated future capitntributions to the investments was
$173.3 million and $74.7 million at September 3012 and 2010, respectively.

24




Table of Contents

NOTE 18 — CAPITAL STOCK

Effective March 31, 2011, the Company retired &it9125.4 million common stock shares held irmsry, which resulted in decreases in
Treasury stock, Common stock and Retained earmh$4.5 billion, $0.1 billion and $4.4 billion, nesctively.
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Item 2. MANAGEMENT'S DISCUSSION AND
ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

SUMMARY

The Sherwin-Williams Company, founded in 1866, aadonsolidated wholly owned subsidiaries (collesly, the “Company”) are engaged
in the development, manufacture, distribution aalé sf paint, coatings and related products togesibnal, industrial, commercial and retail
customers primarily in North and South America vétiditional operations in the Caribbean regionogarand Asia. The Company is
structured into three reportable operating segmeniaint Stores Group, Consumer Group and Glolmasiiés Group (collectively, the
“Reportable Operating Segments”) — and an Admiatste segment in the same way it is internally aiged for assessing performance and
making decisions regarding allocation of resourSee pages 6 through 13 and Note 19, on pagesaupth77, in the Company’s Annual
Report on Form 10-K for the year ended DecembeRB10 for more information concerning the Repodabperating Segments.

The Company’s financial condition, liquidity andsbaflow remained stable through the first nine rherdgf 2011 in spite of continued soft
domestic demand, rising global raw material castsl, tight credit markets. Net working capital desed $45.3 million at September 30, 2
compared to the end of the third quarter of 201®tdua significant increase in current liabilitgartially offset by a significant increase in
current assets. The Company has been able to arsarfijcient short-term borrowing capacity at raadue rates even as credit markets
remain tight, and the Company has sufficient tatalilable borrowing capacity to fund its currenegiing needs. Net operating cash
decreased $31.6 million in nine months of 2011 ¢ash source of $446.0 million from a cash soufc@7.6 million in 2010. In the twelve
month period from October 1, 2010 through SepterBBe2011, the Company generated net operatingafei’4.9 million.

Consolidated net sales increased 14.4 perceneithitd quarter to $2.485 billion from $2.172 laliiin the third quarter of 2010, and
increased 13.8 percent in the first nine montha0dfl to $6.695 billion from $5.881 billion in thiest nine months of 2010 due primarily to
selling price increases, acquisitions and strogguoic sales growth by the Global Finishes Groumdotidated gross profit as a percent of
consolidated net sales decreased in the thirdejuard1.8 percent from 44.7 percent in 2010 aredesed to 42.7 percent from 44.8 percent
in the first nine months due primarily to risingwanaterial costs and acquisitions partially offsgtselling price increases. Selling, general
and administrative expenses (SG&A) decreased ascaipt of consolidated net sales to 30.6 percent 82.4 percent in the third quarter of
2010 and decreased to 33.0 percent from 34.1 percdre first nine months due primarily to googerse control across all Reportable
Operating Segments. Interest expense decreased#o® in the third quarter and decreased $16ilian in the first nine months of 2011
due primarily to costs related to the repurchase pdrtion of the Company’s 7.45% debentures coraglm the second quarter 2010. The
effective income tax rate for third quarter 2011s\88.9 percent compared to 31.4 percent in 20XDttenrate for the first nine months of
2011 was 30.2 percent compared to 32.1 perceritlif,2ncluding a one-time increase in income tax
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expense of $11.4 million relating to the Patierdt®ction and Affordable Care Act and the HealtheGand Education Reconciliation Act of
2010 (the “Acts”) passed by Congress in March 2@iluted net income per common share increased 61%per share for the third quarter
of 2011 from $1.60 per share a year ago and inecetms$3.98 per share from $3.53 per share inithienfine months, including charges
aggregating $.18 per share related to the repurgha$ debentures and the Acts.

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 finarstaiements 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. Managemeritieoed the impact of the uncert:
economic environment and utilized certain outsioigrses of economic information when developinglihsis for their estimates and
assumptions. The impact of the global economic itimmd on the estimates and assumptions used bageament was believed to be
reasonable under the circumstances. Managemengeasathptions based on historical results, consigéhie current economic trends, and
other assumptions to form the basis for determiaiogropriate 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 intéaor circumstances are unlikely to
significantly impact the current valuation of assand liabilities that were not readily availabien other sources.

A comprehensive discussion of the Company’s ctiscaounting policies and management estimatesigmificant accounting policies
followed in the preparation of the financial sta@ts is included in Management’s Discussion andysigof Financial Condition and
Results of Operations and in Note 1, on pages #éigi 50, in the Company’s Annual Report on ForrK1i@r the year ended December 31,
2010. There have been no significant changes ficaraccounting policies, management estimategoounting policies followed since the
year ended December 31, 20

FINANCIAL CONDITION, LIQUIDITY AND CASH FLOW
Overview

The Company’s financial condition, liquidity andsbaflow remained stable through the first nine rherdgf 2011 in spite of continued soft
domestic demand, rising global raw material castsl, tight credit markets. Net working capital desed $45.3 million at September 30, 2
compared to the end of the third quarter of 201®tdua significant increase in current liabilitigesrtially offset by a significant increase in
current assets. Inventories increased $107.8 mitimd accounts receivable increased $103.7 milidrother current assets decreased
$27.2 million. Short-term borrowings increased $96illion and accounts payable increased $69.lamifrom September 30, 2010. All
other current liabilities decreased $2.4 million.
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Excluding short-term borrowings, net working cabitereases were impacted by increased sales, higlhematerial costs, foreign currency
exchange rate changes, and acquisitions. The Conifzanbeen able to arrange sufficient short-termoladng capacity at reasonable rates
even as credit markets remain tight, and the Cognpan sufficient total available borrowing capaddyund its current operating needs. In
the first nine months of 2011, short-term borrovgimgcreased $128.9 million and accounts payableased $87.1 million from

December 31, 2010 primarily due to the seasonat@se in need for working capital and higher ravema costs, and all other current
liabilities increased $74.8 million primarily due timing of tax payments. Since September 30, 28&6punts receivable and inventories
increased $211.5 million due primarily to increasates, higher raw material costs and acquisitibhs.remaining current assets decreased
$27.2 million. Accounts receivable and inventoireseased $306.0 million from December 31, 2018¢ptember 30, 2011 when normal
seasonal trends typically require significant gtowt these categories. The Compangurrent ratio was 1.07 at September 30, 2011 acsq
to 1.09 at September 30, 2010 and 1.07 at Dece®ih@010. Total debt at September 30, 2011 incde$d$62.5 million to $1.169 billion
from $1.066 billion at September 30, 2010 and iasegl as a percentage of total capitalization té gércent from 39.4 percent at the end of
the third quarter last year. Total debt increasE24$ million and increased from 39.4 percent tdltoapitalization at December 31, 2010. At
September 30, 2011, the Company had remaining Wworgoability of $1.318 billion. Net operating cadbcreased $31.6 million in nine
months of 2011 to a cash source of $446.0 milliomfa cash source of $477.6 million in 2010 prifyatdiie to an increase in cash used to
fund the seasonal increase in net working capglirements resulting from higher sales partiaffgai by an increase in net income of
$37.7 million. In the twelve month period from Ot 1, 2010 through September 30, 2011, the Comgengrated net operating cash of
$674.9 million and increased total debt $102.5iarilused to invest $145.9 million in capital addlis and improvements and $63.7 milliol
acquisitions, purchase $450.9 million in treasuogls and pay $154.4 million in cash dividends soshhareholders of common stock.

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

Cash and cash equivalents decreased $12.6 milliongdthe first nine months of 2011. Cash requiretséor increased sales and normal
seasonal increases in working capital, capital eajperes of $96.9 million, acquisitions of $29.8llion, net payments made on long-term
debt of $4.8 million, payments of cash dividend$b15.7 million and treasury stock purchases oB8%8million were funded primarily by

net cash from operations and net increase in séort-borrowings of $128.9 million. At September 3011, the Company'’s current ratio was
1.07 compared to 1.07 at December 31, 2010 andaly@ar ago. The decrease from a year ago wasrut@rity to the year-over-year
increase in short-term borrowings and accountslgayaore than offsetting increases in accountsvabke and inventories.

Goodwill and intangible assets increased $0.2 onilfrom December 31, 2010 and decreased $1.8 millam September 30, 2010. The net
increase during the first nine months of 2011 waes primarily to acquisitions of $25.2 million andpitalization of software of $9.4 million
partially offset by amortization of $23.3 millioma foreign currency translation of $11.1 milliorhélnet decrease over the twelve-month
period from September 30, 2010 resulted from amation of $36.5 million and impairments of $4.5lioit partially offset by acquisitions of
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$22.1 million, capitalization of software of $1In8llion, and foreign currency translation of $5.1llimn. See Note 5, on pages 51 to 53, in
Company’s Annual Report on Form 10-K for the yaadlesd December 31, 2010 for more information coringrgoodwill and intangible
assets.

Deferred pension assets increased $16.0 milliomgduhe first nine months of 2011 and increased&hdllion from September 30, 2010.
The increases during the first nine months andasietwelve months were due primarily to incredadbe fair market value of equity
securities held by the Company'’s defined benefiispan plans. See Note 7, on pages 56 to 62, i€timepany’s Annual Report on Form KO-
for the year ended December 31, 2010 for more iimédion concerning the Company’s benefit plan assets

Other assets at September 30, 2011 increased $@lion in the first nine months of 2011 and $8@illion from a year ago due primarily to
increased investments in affordable housing anfiisrenovation real estate properties along witlmeases in various other investments
during both time periods.

Net property, plant and equipment decreased $1Rli6min the first nine months of 2011 and incred<$26.6 million in the twelve mont
since September 30, 2010. The decrease in thenfivstmonths was primarily due to depreciation esgeof $112.8 million, changes in
currency translation rates, and sale or disposiifdixed assets partially offset by capital expiéunes of $96.9 million and acquisitions of
$17.3 million. Since September 30, 2010, capitaeexiitures of $145.9 million and acquisitions od$bmillion were partially offset by
depreciation expense of $152.5 million, disposiion sale of assets with remaining net book vafi#l6.7 million, and changes in currency
translation rates. Capital expenditures duringfilsenine months of 2011 primarily representedengitures associated with improvements
and normal equipment replacement in manufactunmthdistribution facilities in the Consumer Grouglarormal equipment replacement in
the Paint Stores and Global Finishes Groups.

Short-term borrowings related to the Company’s detineommercial paper program outstanding were $368llion at an average rate of
0.22 percent at September 30, 2011. There wer@movdings under certain other short-term revolvamgl letter of credit agreements at
September 30, 2011. Short-term borrowings outstendnder various foreign programs at SeptembeP@0] were $154.8 million with a
weighted average interest rate of 3.3 percent.ddrapany had unused capacity of $687.3 million @t&aber 30, 2011 under the
commercial paper program that is backed by the Gmiyip revolving credit agreement. The Company edténto a new five-year

$1.05 billion credit agreement on July 8, 2011,chhieplaces the existing three-year $500.0 miki@dit agreement. The new credit
agreement may be used for general corporate pupostuding financial working capital requiremenatsd supporting commercial paper
borrowings. See Note 8, on pages 62 through GéhelCompany’s Annual Report on Form 10-K for tharyended December 31, 2010 for
more information concerning the Company’s debt.

Long-term liabilities for postretirement benefitther than pensions did not change significantlynfidecember 31, 2010 and increased
$12.1 million from September 30, 2010. The incraad@e liability was due to the increase in theuadally determined postretirement ber
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obligation resulting from changes in actuarial aggtions and unfavorable claims experience. See Rat@ pages 56 to 62, in the
Company’s Annual Report on Form 10-K for the yaadlesl December 31, 2010 for more information coringrthe Company’s benefit plan
obligations.

Other long-term liabilities at September 30, 20&trdased $4.6 million in the first nine months @12, due primarily to an increase of
$12.4 million in non-current and deferred tax llaigis, and increased $125.2 million from a yeav.abthe increase of $125.2 million from a
year ago was due primarily to an increase in-term commitments related to the affordable housing historic renovation real estate
properties of $98.9 million and an increase in Barrent and deferred tax liabilities of $45.2 noitlipartially offset by a reduction in long-
term accruals for extended environmental-relatgoilities of $7.6 million. See Note 1, on pageg@60, in the Compang’Annual Report o
Form 10-K for the year ended December 31, 201@nfore information concerning the Company’s Non-tthofestments.

EnvironmentatRelated 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 regulatiohemly govern current operations and products atad impose potential liability on the
Company for past operations. Management expecisommvental laws and regulations to impose incraggistringent requirements upon the
Company and the industry in the future. Managerbetieves that the Company conducts its operatioempliance with applicable
environmental laws and regulations and has impléatevarious programs designed to protect the enmiemt and promote continued
compliance.

Depreciation of capital expenditures and other axpe related to ongoing environmental compliancasores were included in the normal
operating expenses of conducting business. The @oygpcapital expenditures, depreciation and ogixeenses related to ongoing
environmental compliance measures were not materthle Company financial condition, liquidity, cash flow or rd&iof operations durir
the first nine months of 2011. Management doe®Rrpéct that such capital expenditures, depreciaimhother expenses will be material to
the Company’s financial condition, liquidity, caftw or results of operations in 2011.

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

The Company accrues for estimated costs of invegtstig and remediation activities at its currentig dormerly owned sites and third party
sites for which commitments or clean-up plans Haeen developed and when such costs can be reag@séiblated based on industry
standards and professional judgment. These estincatis are based on currently available factsdétgeach site. The Company accrues a
specific estimated amount when such an amount
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and a time frame in which the costs will be incdrean be reasonably determined. If the best estiofatosts can only be identified as a re
and no specific amount within that range can berdghed more likely than any other amount withia thnge, the minimum of the range is
accrued by the Company in accordance with appkcabtounting rules and interpretations. The Comjganginuously assesses its potential
liability for investigation and remediation actieis and adjusts its environmental-related accrasisformation becomes available upon
which more accurate costs can be reasonably estimat September 30, 2011 and 2010, the Companat@dals for environmentadlated
activities of $142.3 million and $154.5 million sggectively.

Due to the uncertainties of the scope and magnifidentamination and the degree of investigatiot @mediation activities that may be
necessary at certain currently or formerly ownéessand third party sites, it is reasonably likibigt further extensive investigations may be
required and that extensive remedial actions maydoessary not only on such sites but on adjacepepties. Depending on the extent of the
additional investigations and remedial actions Bsagy, the Company’s ultimate liability may resnltosts that are significantly higher than
currently accrued. If the Company’s future losstowency is ultimately determined to be at the maxin of the range of possible outcomes
for every site for which costs can be reasonaliynesed, the Company’s aggregate accruals for enmiental-related activities would be
$101.6 million higher than the accruals at Septer3be2011.

Four of the Company’s currently and formerly ows@ds accounted for the majority of the accruatsefovironmental-related activities and
the unaccrued maximum of the estimated range dfiplesoutcomes at September 30, 2011. At SepteBthet011, $101.1 million, or

71.0 percent, related directly to these four sifshe aggregate unaccrued exposure at Septerab2081, $70.0 million, or 68.9 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 descriptiadheofour currently and formerly owned
sites that account for the majority of the accrdiatenvironmental-related activities is includedlanagement’s Discussion and Analysis of
Financial Condition and Results of Operations & @ompany’s Annual Report on Form 10-K for the yeradled December 31, 2010. There
have been no significant changes in the investigair remedial status of the four sites since Ddxerd1, 2010.

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

In accordance with the Asset Retirement Obligatibogic of the ASC, the Company has identified dart@mnditional asset retirement
obligations at various current manufacturing, disiion and store facilities. These obligationstelprimarily to asbestos abatement and
closures of hazardous waste containment devicesglits/estigative, remediation and disposal methbds are currently available to the
Company, the estimated cost of these obligationstisignificant.
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In the event any future loss contingency signifttaaxceeds 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 tog@hlCompany for its environmental-related mattersomditional asset retirement obligations will
have a material adverse effect on the Company&nfiral condition, liquidity, or cash flow due teetbxtended period of time during which
environmental investigation and remediation takase An estimate of the potential impact on thenBany’s operations cannot be made |
to the aforementioned uncertainties.

Management expects these contingent environmegitetled liabilities and conditional asset retiremaitgations to be resolved over an
extended period of time. Management is unable ¢oige 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 @ as necessary, with respect to
investigation and remediation activities, and tigeffinite amount of time necessary to conduct reatied activities.

Contractual Obligations, Commercial Commitments akdarranties

Short-term borrowings increased $128.9 million 5d%.5 million at September 30, 2011 from $388.8iamlat December 31, 2010. Total
long-term debt decreased $4.9 million to $651.3ionilat September 30, 2011 from $656.2 million acBmber 31, 2010 and $711.8 million
at September 30, 2010. See the Financial Conditigujdity and Cash Flow section of this report foore information. There have been no
other significant changes to the Company’s conti@atbligations and commercial commitments in tiiedtquarter or first nine months of
2011 as summarized in Management's Discussion arady8is of Financial Condition and Results of Ofieres in the Company’s Annual
Report on Form 10-K for the year ended DecembefG10.

Changes to the Company’s accrual for product wayrelaims in the first nine months of 2011 are ftised in Note 5.

Contingent Liabilities

Life Shield Engineered Systems, LLC (Life Shielslpiwhollyowned subsidiary of the Company. Life Shield depsland manufactures bl
and fragment mitigating systems. The blast andhfierg mitigating systems create a potentially hidbeel of product liability for the
Company (as an owner of and supplier to Life ShitHen 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 Technologist 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 relay to the technology granted the
Designation is limited to $6.0 million per occurecenin the event any such liability arises from an éf Terrorism (as defined in the SAFETY
Act). The limitation of liability provided for undghe SAFETY Act does not apply to any technology granted a designation or certification
as a Qualified Anti-Terrorism Technology, nor ir thvent that any such liability arises from anaavent other than an Act
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of Terrorism. Life Shield maintains insurance fabilities up to the $6.0 million per occurrenamiliation caused by failure of its products in
the event of an 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 Bppropriately insured or limited by
current regulations. However, due to the unceiigsrinvolved in the future development, usage gplieation of Life Shield’s systems, the
number or nature of possible future claims andllpgaceedings, or the effect that any change irslagion and/or administrative regulations
may have on the limitations of potential liabilgjenanagement cannot reasonably determine the sc@wmeount of any potential costs and
liabilities for the Company related to Life Shieddto Life Shield’s systems. Any potential liabjliftor the Company that may result from Life
Shield or Life Shield’s systems cannot reasonable$timated. However, based upon, among othershting limitation of liability under the
SAFETY Act in the event of an Act of Terrorism, nagement does not currently believe that the cagtetntial liability ultimately
determined to be attributable to the Company thndtgyjownership of Life Shield, or as a suppliet.tie 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, includiitgghtion relating to product liability and
warranty, personal injury, environmental, intelledtproperty, commercial, contractual and antitalaims that are inherently subject to many
uncertainties regarding the possibility of a lasshte Company. These uncertainties will ultimatedyresolved when one or more future ev
occur or fail to occur confirming the incurrencesofiability or the reduction of a liability. In aordance with the Contingencies Topic of the
ASC, the Company accrues for these contingenciesdharge to income when it is both probable thatar more future events will occur
confirming the fact of a loss and the amount ofltss can be reasonably estimated. In the eventhtba&Company’s loss contingency is
ultimately determined to be significantly higheathcurrently accrued, the recording of the addéidiability may result in a material impact
on the Company results of operations, liquidity or financial ciition for the annual or interim period during wiisuch additional liability i
accrued. In those cases where no accrual is rettetEmause it is not probable that a liability hasrbincurred and cannot be reasonably
estimated, any potential liability ultimately deténed to be attributable to the Company may réawudtmaterial impact on the Company’s
results of operations, liquidity or financial cotidn for the annual or interim period during whiglnch liability is accrued. In those cases
where no accrual is recorded or exposure to lois¢sein excess of the amount accrued, the Contirigeropic of the ASC requires
disclosure of the contingency when there is a realsle possibility that a loss or additional losg/rhave been incurred if even the possibility
may be remote.

Lead pigment and lead-based paint litigationThe Company’s past operations included the manufa@nd sale of lead pigments and lead-
based paints. The Company, along with other conggars and has been a defendant in a number dfdegzeedings, including individual
personal injury actions, purported class actiond,actions brought by various counties, cities,
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school districts and other government-related iestiarising from the manufacture and sale of f[@gthents and lead-based paints. The
plaintiffs’ claims have been based upon variousli¢fgeories, including negligence, strict liabilireach of warranty, negligent
misrepresentations and omissions, fraudulent missemtations and omissions, concert of actionl, cdrispiracy, violations of unfair trade
practice and consumer protection laws, enterpiabdity, market share liability, public nuisana@just enrichment and other theories. The
plaintiffs seek various damages and relief, inalgddersonal injury and property damage, costsinglab the detection and abatement of lead-
based paint from buildings, costs associated wihtdic education campaign, medical monitoring s@std others. The Company is also a
defendant in legal proceedings arising from the ufeature and sale of non-lead-based paints thitreeevery based upon various legal
theories, including the failure to adequately wafipotential exposure to lead during surface prag@m when using non-lead-based paint on
surfaces previously painted with lead-based paime. Company believes that the litigation broughdate is without merit or subject to
meritorious defenses and is vigorously defendirghditigation. The Company has not settled any lgigdhent or lead-based paint litigation.
The Company expects that additional lead pigmedtead-based paint litigation may be filed agathetCompany in the future asserting
similar or different legal theories and seekingikinor different types of damages and relief.

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

not prevail. Adverse court rulings or determinasiafi liability, among other factors, could affeasetlead pigment and lead-based paint
litigation against the Company and encourage arase in the number and nature of future claimspanceedings. In addition, from time to
time, various legislation and administrative reg¢jolas have been enacted, promulgated or proposegptose obligations on present and
former manufacturers of lead pigments and lead<bpa@ts respecting asserted health concerns assgevith 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 &bleto predict the outcome of the lead pigmentlaad-based paint litigation, the number
or nature of possible future claims and proceediogthe effect that any legislation and/or adnimai$ve 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. Then@any has not accrued any amounts for such
litigation. With respect to such litigation, incling the public nuisance litigation, the Companysinet believe that it is probable that a loss
has occurred, and it is not possible to estimaedhge of potential losses as there is no priiohy of a loss of this nature and there is no
substantive information upon which an estimate @ based. In addition, any potential liabilitgttimay result from any changes to
legislation and regulations cannot reasonably imaged. 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 atttible to the Company arising out of such
litigation may have a material adverse effect on
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the Company’s results of operations, liquidity imahcial condition. An estimate of the potentiapiat on the Company’s results of
operations, liquidity or financial condition canri® made due to the aforementioned uncertainties.

Public nuisance claim litigatiorThe Company and other companies are or were dafenfalegal proceedings seeking recovery based on
public nuisance liability theories, among othermitties, brought by the State of Rhode Island, thg &fiSt. Louis, Missouri, various cities a
counties in the State of New Jersey, various citighe State of Ohio and the State of Ohio, thg 6f Milwaukee, Wisconsin and the County
of Santa Clara, California and other public ersifie the State of California. Except for the Sakara County, California proceeding, all of
these legal proceedings have been concluded im &tbe Company and other defendants at variaagestin the proceedings.

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

(iii) the Company and two other defendants shoeldtuered to abate the public nuisance. The Compadywo other defendants appealed
and, on July 1, 2008, the Rhode Island SupremetCamiong other determinations, reversed the judgiesbatement with respect to the
Company and two other defendants. The Rhode Isbampdeme 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 wégted in March 2000 in the Superior Court of State of California, County of Santa
Clara. In the original complaint, the plaintiffsSserted various claims including fraud and conceatstrict product liability/failure to warn,
strict product liability/design defect, negligencegligent breach of a special duty, public nuisapecivate nuisance, and violations of
California’s Business and Professions Code. A nurobthe asserted claims were resolved in favdahefdefendants through pre-trial
proceedings. The named plaintiffs in the Fourth Adedl Complaint, filed on March 16, 2011, are then@ies of Santa Clara, Alameda, Los
Angeles, Monterey, San Mateo, Solano and Venturd tlae Cities of Oakland, San Diego and San FraaciBhe Fourth Amended Compla
asserts a sole claim for public nuisance, alletirag the presence of lead products for use in aidtcoatings in, on and around buildings in
the plaintiffs’ jurisdictions constitutes a pubticisance. The plaintiffs seek the abatement o&llegied public nuisance that exists within the
plaintiffs’ jurisdictions.

Litigation seeking damages from alleged personairin The Company and other companies are defendantsumaer of legal proceedings
seeking monetary damages and other relief frongedl@ersonal injuries. These proceedings incluaiensl by children allegedly injured fra
ingestion of lead pigment or lead-containing paitdjms for damages allegedly incurred by the ¢hilts parents or guardians, and claims for
damages allegedly incurred by professional paintmgractors. These proceedings generally seek eénsapory and punitive damages, and
seek other relief including medical monitoring sosthese proceedings include purported claims thyithuals, groups of individuals and
class actions.
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The plaintiff in Thomas v. Lead Industries Asso@af et al., initiated an action in state courtingethe Company, other alleged former lead
pigment manufacturers and the Lead Industries AagBon in September 1999. The claims against the@my and the other defendants
include strict liability, negligence, negligent mépresentation and omissions, fraudulent misreptagen 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 pléits inability to identify the manufacturer of grproduct that allegedly injured the plaintiff.
The case ultimately proceeded to trial and, on Nther 5, 2007, the jury returned a defense verfintting that the plaintiff had ingested
white lead carbonate, but was not brain damagéujumed 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 thiégedly 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. Aimnan Cyanamid, et al., on November 15,
2010, the District Court held that Wisconsin’s rigdntribution theory as applied in that case viesdahe defendants’ right to substantive due
process and is unconstitutionally retroactive.

Insurance coverage litigatiolThe Company and its liability insurers, includirgrtain Underwriters at Lloyd’s of London, initiatézhal
proceedings against each other to primarily detegmramong other things, whether the costs anditiebiassociated 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 otlgrstayed. The liability insurers’ action, whiefas filed on February 23, 2006 in the
Supreme Court of the State of New York, County efWNYork, has been dismissed. An ultimate loss énitisurance coverage litigation
would mean that insurance proceeds could be urnlailinder the policies at issue to mitigate atiynake abatement related costs and
liabilities. The Company has not recorded any asstated to these insurance policies or otherasseimed 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-bgseak litigation will have no impact on the
Company’s results of operation, liquidity or fingalccondition. As previously stated, however, tten@any has not accrued any amounts for
the lead pigment or lead-based paint litigation amg 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.
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Shareholder’ Equity

Shareholders’ equity increased $40.5 million t6$0.billion at September 30, 2011 from $1.609 dmillat December 31, 2010 and increased
$6.8 million from $1.643 billion at September 301D. Effective March 31, 2011, the Company retafaf its 125.4 million common stock
shares held in treasury, which resulted in deceemseasury stock, common stock and retainedmgsrof $4.5 billion, $0.1 billion and

$4.4 billion, respectively. The increase in Shatéérs’ equity for the first nine months of 2011 utted primarily from net income of

$427.3 million, increased other capital of $81.@iom resulting primarily from stock option exeress, and minority interest of $14.6 million
recorded in connection with the Leighs Paints asitjah completed on July 1, 2011. These increas&hareholders’ equity were partially
offset by the purchase of treasury stock of $328llion, cash dividends paid on common stock of %¥Imillion and an increase in
Cumulative other comprehensive loss of $39.5 mmlliBurchases of treasury stock for $450.9 millioees September 30, 2010 and an
increase in Cumulative other comprehensive lo€26f7 million in twelve months, due primarily tofamorable foreign currency translation
effects, more than offset an increase in othertabpi $121.7 million. During the first nine montb62011, the Company purchased

4.24 million shares of its common stock for tregguurposes through open market purchases. The Gonuacchased 5.77 million shares of
its common stock since September 30, 2010 fortrga3he Company acquires its common stock for ger@rporate purposes, and
depending on its cash position and market conditidnmay acquire additional shares in the futiitee Company had remaining authorization
at September 30, 2011 to purchase 1.51 millioneshaf its common stock. At a meeting held on Oatdl®e 2011, the Board of Directors
authorized the Company to purchase an additionatilion shares of the Company’s stock for treaguuyposes. In addition, the Board of
Directors increased the quarterly cash dividenthf360 per common share to $.365 per common shhaie quarterly dividend will result

an annual dividend for 2011 of $1.46 per commoniesbhaa 34.7 percent payout of 2010 diluted nebrime per common share.

Cash Flow

Net operating cash decreased $31.6 million initiséiine months of 2011 to a cash source of $448llibn from a cash source

$477.6 million in 2010 primarily due to an incre&seash requirements to fund increased saleshengdasonal increase in net working
capital requirements partially offset by increasetlincome of $37.7 million and a decrease in dostsrred for environmentaklated mattel
and qualified exit costs of $11.9 million. In thveetve month period from October 1, 2010 throughtSeber 30, 2011, the Company
generated net operating cash of $674.9 milliomeased total debt $102.9 million, invested $14518an in capital additions and
improvements and $63.7 million in acquisitions asimesses, purchased $450.9 million in treasugksaad paid $154.4 million in cash
dividends to its shareholders of common stock.

Market Risk

The Company is exposed to market risk associattddinterest rate, foreign currency and commoditgtiiations. 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 2ath&,Company entered into forward currency exchaogéracts with maturity dates of less
than twelve months to hedge against value chamgiseign currency. The Company believes it magxgosed to continuing market risk
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from foreign currency exchange rate and commodigefluctuations. However, the Company does npeekthat foreign currency exchar
rate and commodity price fluctuations or hedgingtcact losses will have a material adverse effadhe Company'’s financial condition,

results of operations or cash flows.

Financial Covenant

Certain borrowings contain a consolidated leve@genant. The covenant states the Company'’s legesd® is not to exceed 3.00 to 1.00.
In connection with the new credit facility enteiatb on July 8, 2011, the leverage ratio was ineeeao 3.25 to 1.00. The leverage ratio is
defined as the ratio of total indebtedness (the sli8hort-term borrowings, Current portion of lotggm debt and Long-term debt) at the
reporting date to consolidated “Earnings Beforedest, Taxes, Depreciation, and Amortization” (EBH) for the 12-month period ended on
the same date. Refer to the “Results of Operatioaption below for a reconciliation of EBITDA to Necome. At September 30, 2011, the
Company was in compliance with the covenant. Then@any’s Notes, Debentures and revolving credit@gents contain various default
and cross-default provisions. In the event of défander any one of these arrangements, accelaratithe maturity of any one or more of
these borrowings may result. See Note 8, on pagm@53, in the Company’s Annual Report on FornK1fo+ the year ended December 31,
2010 for more information concerning the Compamgbt and related covenant.

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

Three Months Ende Nine Months Ende:
September 3( September 3(
(thousands of dollars 2011 2010 Change 2011 2010 Change
Net Sales:
Paint Stores Grou $1,417,76! $1,286,06: 10.2% $3,646,07 $3,381,95! 7.€%
Consumer Grou 351,57¢ 340,36! 3.2% 1,022,14. 1,042,73: -2.C%
Global Finishes Grou 714,35 544 54¢ 31.2% 2,023,38! 1,452,19 39.2%
Administrative 1,22¢ 1,28: -4.5% 3,641 3,92t -7.1%
Total $2,484,92 $2,172,25! 14.4% $6,695,25 $5,880,80! 13.8%
Three Months Ende Nine Months Ende:
September 3( September 3(
2011 2010 Change 2011 2010 Change
Income Before Income Taxes
Paint Stores Grou $236,88t¢ $225,07¢ 5.2% $512,37: $ 484,79! 5.7%
Consumer Grou 41,02 59,69¢ -31.5% 143,48« 177,85¢ -19.2%
Global Finishes Grou 43,50¢ 31,92t 36.5% 126,38t 94,88: 33.2%
Administrative (61,14 (61,329 -0.2% (170,24) (183,45() _-7.2%
Total $260,27¢ $255,37¢ 1.%% $ 612,00! $ 574,08t __6.6%
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Consolidated net sales increased in the third guartd increased in the first nine months of 2014 grimarily to selling price increases,
acquisitions, and strong organic sales growth byGlobal Finishes Group.

Net sales of all consolidated foreign subsidiawese up 36.6 percent to $513.8 million in the geraaind up 49.8 percent to $1.49 billior

the first nine months versus $376.1 million and%2illion in the same periods last year. Theaases in net sales for all consolidated
foreign subsidiaries in the quarter and first mmenths were due primarily to acquisitions, whicbréased net sales 23.6 percent in the qt
and 34.0 percent in the first nine months, andlgércent positive impact of foreign currency tkatisn rate changes in the quarter and a 5.7
percent positive impact in the first nine monthst Bales of all operations other than consolidfdszlgn subsidiaries were up 9.7 percent to
$1.97 billion in the quarter and up 6.5 percer§3c0 billion in the first nine months as compat@®1.80 billion and $4.89 billion in the
same periods last year.

Net sales in the Paint Stores Group increased doaply to selling price increases and improvirgestic architectural paint sales volu
across most segments for both periods. Net salas $tores open for more than twelve calendar mantineased 8.2 percent in the quarter
and increased 6.8 percent in the first nine moates last year's comparable periods. Total pailgssaolume percentage increases were in
the middle to low single digits for the quarter argrly flat for the first nine months as compatethst year’s comparable periods. Sales of
non-paint products increased by 8.6 percent owtiylzar’s third quarter and increased by 6.6 peroesr last year’s first nine months. A
discussion of changes in volume versus pricingé&es of products other than paint is not pertidertto the wide assortment of general
merchandise sold. Net sales of the Consumer Gratrpases in the third quarter were due primarilgetting price increases partially offset
by the elimination of a portion of a paint progranth a large retail customer. Selling price ince=a the first nine months only partially
offset the elimination of a portion of a paint prag with a large retail customer resulting in redes decreases as compared to last year. Net
sales in the Global Finishes Group stated in UoBab increased in the third quarter and firseninonths primarily due to acquisitions,
selling price increases, higher paint sales voluand,favorable currency translation rate changegquisitions increased sales by 16.3 percent
and 23.3 percent for the third quarter and firaeninonths, respectively. Currency translation canges increased sales 3.2 percent in the
quarter and 4.2 percent in the first nine monttet. $dles in the Administrative segment, which prim&onsist of external leasing revenue of
excess headquarters space and leasing of faciitiéenger used by the Company in its primary bess$n decreased by an insignificant
amount in the third quarter and first nine months.

Consolidated gross profit increased $66.7 milliothie third quarter and $223.0 million in the finste months of 2011 compared to the same
periods in 2010. As a percent of sales, consolitigtess profit decreased to 41.8 percent in thetguitom 44.7 percent in the third quarte
2010 and decreased to 42.7 percent in the firgt months of 2011 from 44.8 percent last year. Tdiadincrease for both periods was
primarily due to selling price increases and 20dduasitions partially offset by higher raw materalsts. The decrease as a percent to sal
both periods were due primarily to increasing raatenal costs and the impact of 2010 acquisiticarsigly offset by selling price increases.
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The Paint Stores Group’s gross profit was highantlast year in the third quarter by $33.4 millaxd higher than last year in the first nine
months by $91.6 million due to higher selling psiqeartially offset by increasing raw material cositsreased paint sales volume also
contributed to the dollar increase in the thirdriera The Paint Stores Group’s gross profit marginge quarter and first nine months were
lower compared to the same periods last year bp&.dent and 1.2 percent, respectively. The Cons@rmup’s gross profit decreased from
last year by $17.7 million in the quarter and dasesl $33.6 million in the first nine months froratlgear due primarily to increasing raw
material costs and lower paint sales volume pértadfset by selling price increases for both congte periods. Rising raw material costs
only partially offset by selling price increasesisad the Consumer Group’s gross profit marginetdime 6.2 percent of sales for the third
quarter and decline 2.6 percent of sales for tis¢ fine months compared to the comparable pelastiyear. The Global Finishes Group’s
gross profit increased $44.8 million in the thitgagter and increased $159.0 million in the firstenmonths compared to the same periods las
year, when stated in U.S. dollars, due primarilgdquisitions, selling price increases, increasgdtsales volume and favorable curre
translation rate changes. The Global Finishes Gsaynoss profit margins were down 2.0 percent ¢ésa the quarter and down 2.2 percent
of sales for the first nine months compared toyasir due to rising raw material costs and the ghpaacquisitions partially offset by selling
price increases. The Administrative segment’s gposfit increased by an insignificant amount in thied quarter and first nine months
compared to the same periods last year.

Selling, general and administrative expenses (SGi&é&eased $56.5 million in the third quarter amcréased $199.1 million in the first nine
months of 2011 versus last year due primarily guasitions, net new store openings, and the impactirrency translation rate changes. As a
percent of sales, consolidated SG&A decreased.t@rcent in the quarter and decreased to 33d@pein the first nine months from

32.4 percent in the third quarter and 34.1 perietite first nine months of 2010 due to higher sale

The Paint Stores Group’s SG&A increased $24.6 omlln the third quarter and increased $67.8 milliothe first nine months due primarily
to net new store openings and general comparatie skpenses to maintain customer service. Thel@oarsGroup’s SG&A was down
slightly for the third quarter and first nine mosthf 2011 compared to the same periods last y&&r Global Finishes Group’s SG&A
increased $32.5 million in the quarter and incrd&&E20.0 million in the first nine months relatipgmarily to acquisitions, higher sales
volume, and currency translation rate changes.Atministrative segment’s SG&A increased by $2.2iomil in the third quarter and
increased by $13.9 million in the first nine monthee primarily to an increase in stock-based cormgion expense for both comparable
periods and information systems costs to integree€010 acquisitions.

Other general expense — net increased $2.4 milidhe third quarter and decreased by $4.1 milliothe first nine months. The increase in
the quarter was primarily due to $1.5 million lovgtins on sale of assets and increased provisioreironmental-related matters of $0.7
million in the Administrative segment. The decreasthe first nine months was primarily due to e&sed gains on the sale of assets of
$4.1 million in the Administrative segment.
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Interest expense, included in the Administrativgnsent, decreased $0.9 million in the third quadies to lower average borrowing rates and
$16.3 million in the first nine months due primgrib the write-off of origination costs relatedtt® repurchase of a portion of the Company’s
7.45% debentures in 2010.

Other expense — net increased $3.6 million in tire tquarter and increased $6.3 million in thetfitee months primarily due to increased
foreign currency losses impacting the Global Fiesshnd Consumer Groups for both periods.

Consolidated income before income taxes increadedirsillion in the third quarter due to higher sennprofits of the Paint Stores and
Global Finishes Groups partially offset by loweofitrin the Consumer Group. Consolidated incometeifncome taxes increased

$37.9 million in the first nine months of 2011 da@marily to the higher segment profits of the R&tores and Global Finishes Groups and
lower Administrative segment expenses partiallgetfby a decrease in the Consumer Group segmditt pro

The effective income tax rate of 30.9 percent fier third quarter of 2011 was slightly lower thae 81.4 percent effective income tax rate for
the third quarter of 2010. The effective incomerabe of 30.2 percent for the first nine month2011 was lower than the 32.1 effective tax
income tax rate for the first nine months of 20%Gaesult of a one-time increase in income taxersp of $11.4 million due to the Acts.

Net income for the quarter increased $4.6 milli@$179.9 million from $175.3 million in the thirdigrter of 2010 and increas

$37.7 million to $427.3 million from $389.6 millian the first nine months of 2010. Diluted net in@per common share increased

6.9 percent from $1.60 per share in the third quart 2010 to $1.71 per share in the third quart&011. Diluted net income per common
share increased 12.7 percent from $3.53 in therfire months of 2010, which included charges aggfirg $.18 per share related to
repurchase of debt and the Acts, to $3.98 in tis¢ fine months of 2011.

In October 2011, the Company reached a settlenfieghedRS’ audit of the Company’s ESOP. The Comphagy fully resolved all IRS issues
for the 2003 through 2009 tax years relating tonttaters disclosed in the Company’s current repotftorm 8-K dated May 20, 2011
challenging the ESOP related federal income taxiciézhs claimed by the Company and proposing sabataxcise taxes and penalties. -
settlement (including interest), which resolvesE8IOP related tax issues, will result in an aftergharge related to federal and state income
taxes totaling approximately $75.0 million, or $7& diluted common share, and an additional réoluéd Shareholders’ equity of
approximately $51.2 million in the Company'’s fouctharter. The Department of Labor’s investigatibthe Leveraged ESOP Transactions
remains open.

Management considers a measurement that is notor@dance with U.S. generally accepted accountiimgiples a useful measurement of
the operational profitability of the Company. Someestment professionals also utilize such a mesmsent as an indicator of the value of
profits and cash that are generated strictly frgmrating activities, putting aside working capéat certain other balance sheet changes. For
this measurement, management increases net inaoraghificant non-operating and non-cash expeteses to arrive at an amount known
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as “Earnings Before Interest, Taxes, Depreciatimh/Aamortization” (EBITDA). The reader is cautiontidt the following value for EBITDA
should not be compared to other entities unknowingBITDA should not be considered an alternativedt income or cash flows from
operating activities as an indicator of operatiegi@grmance or as a measure of liquidity. The reatieuld refer to the determination of net
income and cash flows from operating activitieadcordance with U. S. generally accepted accoumpiimgiples disclosed in the Statements
of Consolidated Income and Statements of Conseliti&ash Flows. EBITDA as used by management isiledéa as follows:

Three Months Ende Nine Months Ende:
September 3( September 3(
(thousands of dollars 2011 2010 2011 2010
Net income $179,87° $175,25¢ $427,30¢ $389,56°
Interest expens 10,45: 11,31( 32,87« 49,21¢
Income taxe: 80,39¢ 80,12: 184,69 184,51¢
Depreciatior 38,00( 34,46 112,80° 100,67
Amortization 10,13¢ 8,56¢ 23,26: 21,77«
EBITDA $318,86: $309,72 $780,94¢ $745,75:
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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 statementgthin the meaning of Section 27A of the Secusithet of 1933 and Section 21E of the
Securities Exchange Act of 1934. These forward-loglstatements are based upon management’s cexpattations, estimates,
assumptions and beliefs concerning future everdcanditions and may discuss, among other thing&ipated future performance
(including sales and earnings), expected growtiréubusiness plans and the costs and potentiditafor environmentalkelated matters al
the lead pigment and lead-based paint litigatiamy Atatement that is not historical in nature feravard-looking statement and may be
identified by the use of words and phrases suc¢kxgmects,” “anticipates,” “believes,” “will,” “willlikely result,” “will continue,” “plans to”
and similar expressions.

Readers are cautioned not to place undue reliamemy forward-looking statements. Forward-lookitefements 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 Compaiystorical results and experience. These risksemiainties and other factors include such th
as: (a) the duration and severity of the curregatige global economic and financial conditiong;dbneral business conditions, strengths of
retail and manufacturing economies and the gromthé coatings industry; (c) competitive factongluding pricing pressures and product
innovation and quality; (d) changes in raw mateaia energy supplies and pricing; (e) changesarCtbmpany’s relationships with
customers and suppliers; (f) the Company’s abiititattain cost savings from productivity initiats;gg) the Company’ability to successfull
integrate past and future acquisitions into its&xg operations, including the recent acquisitiohBecker Acroma Industrial Wood Coatin
Sayerlack Industrial Wood Coatings, Pinturas Coradmt Leighs Paints, as well as the performancheobtisinesses acquired; (h) risks and
uncertainties associated with the Company’s ownmgsiLife Shield Engineered Systems LLC; (i) chaadn general domestic economic
conditions such as inflation rates, interest rasrates, unemployment rates, higher labor amatthEare costs, recessions, and changing
governmental policies, laws and regulations; §ksiand uncertainties associated with the Compaxgansion into and its operations in
Asia, Europe, Mexico, South America and other fgmanarkets, including general economic conditiomifation rates, recessions, foreign
currency exchange rates, foreign investment anatri@gion restrictions, legal and regulatory coaistts, civil unrest and other external
economic and political factors; (k) the achievemafrgrowth in foreign markets, such as Asia, Eurdfexico and South America;

() increasingly stringent domestic and foreign gmmental regulations including those affectingltheaafety and the environment;

(m) inherent uncertainties involved in assessimg@bmpany’s potential liability for environmentalated activities; (n) other changes in
governmental policies, laws and regulations, iniciga&thanges in accounting policies and standardsaation requirements (such as new
tax laws and new or revised tax law interpretafip(e the nature, cost, quantity and outcome ofdieg and future litigation and other
claims, including the lead pigment and lead-basgdtpitigation, and the effect of any legislatiand administrative regulations relating
thereto; and (p) unusual weather conditions.
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Readers are cautioned that it is not possibleddipt or identify all of the risks, uncertaintiasdaother factors that may affect future results
and that the above list should not be considerdxta complete list. Any forward-looking statemgpeaks 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 associattddinterest rate, foreign currency and commoditgtiiations. 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@amy believes it may experience continuing logsen foreign currency translation

and commodity price fluctuations. However, the Campdoes not expect currency translation, transactiommodity 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 taehéask since the disclosure included in ManagerseDiscussion and Analysis of
Financial Condition and Results of Operations e @ompany’s Annual Report on Form 10-K for the yeradled December 31, 2010.
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Item 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repeég,carried out an evaluation, under the supenviaiod with the participation of our
Chairman and Chief Executive Officer and our SeNige President — Finance and Chief Financial @ffiof the effectiveness of our
disclosure controls and procedures pursuant to RRdel5 and Rule 15d-15 of the Securities Exch@tggef 1934, as amended (“Exchange
Act”). Based upon that evaluation, our Chairman @héf Executive Officer and our Senior Vice Presit— Finance and Chief Financial
Officer concluded that as of the end of the pedodered by this report our disclosure controls pradedures 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 formsaasdmulated and communicated to our
management including our Chairman and Chief Exeeufifficer and Our Senior Vice President — Finaaed Chief Financial Officer, to
allow timely decisions regarding required discl@sur

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

Item 1. Legal Proceedings

Reference is made to the following legal proceedirmught by the United States Environmental PratacAgency — Region Il (the “EPA")
in Philadelphia, Pennsylvania, which was reportethe Company’s Quarterly Report on Form 10-Q lier quarterly period ended June 30,
2010. On June 23, 2010, the Company received gunetence from EPA alleging that the Company hathidd the Resource Conservation
and Recovery Act and the State of Maryland Hazasddaste Management Regulations at the Company'sifiaetmring facility in

Baltimore, Maryland. The EPA alleged various viaas, including those relating to handling drunegée$ and other containers, addressing
spills of hazardous waste, and recordkeeping amer oegulatory activities. During the third quardé2011, the Company entered into a
consent agreement and final order with the EPAyansto which the Company paid a civil penalty 578,000 in settlement of the EPA’s
allegations.

For information with respect to certain environnadmelated matters and legal proceedings, seanfbemation included under the captions
entitled “Environmental-Related Liabilities” anditlgation” of “Management’s Discussion and AnalysisFinancial Condition and Results
of Operations” and Notes 8 and 9 of the “Notes ¢md2nsed Consolidated Financial Statements,” wikigtcorporated herein by reference.
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ltem 2. Unregistered Sales of Equity Securities drd of Proceeds.

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

Number of
Shares
Purchased ¢ Number of
Part of a Shares The
Total Numbe Publicly May Yet Be
of Shares Average Pric Announcec Purchaser
Period Purchaser Paid Per Sha Plan Under the Pla
July 1— July 31
Share repurchase progrdl 2,140,001 $ 74.6¢€ 2,140,001 2,010,00!
August 1— August 31
Share repurchase progrdl) 500,00( $ 72.5¢€ 500,00( 1,510,00!
September — September 3
Share repurchase progrdl) 1,510,001
Total
Share repurchase progril) 2,640,001 $ 74.2¢ 2,640,001 1,510,00!

@) All shares were purchased through the Companyidigly announced share repurchase program. Onb®ctt®, 2007, the Board of
Directors of the Company authorized the Compamuiehase, in the aggregate, 30.0 million sharéts a@bmmon stock. The Company
had remaining authorization at September 30, 26Jutchase 1,510,000 shares. At a meeting heldotob@r 19, 2011, the Board of
Directors authorized the Company to purchase aitiadal 20.0 million shares of the Company’s stéoktreasury purposes. There is

no expiration date specified for the program. Tleen@any intends to repurchase stock under the prograhe future
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Item 5. Other Information

During the fiscal quarter ended September 30, 2BElAudit Committee of the Board of Directors loé tCompany approved permitted non-
audit services to be performed by Ernst & Young Lttfe Company’s independent registered public attog firm. These nomudit service
were approved within categories related to domestiésory and compliance services and tax compdianc
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32(a)
32(b)
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Exhibits.
Rule 13i-14(a)/15¢-14(a) Certification of Chief Executive Officer @il herewith)
Rule 13i-14(a)/15¢14(a) Certification of Chief Financial Officer (tl herewith)
Section 1350 Certification of Chief Executive Ofi(filed herewith)
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Signatures

Pursuant to the requirements of the Secuiitiehange Act of 1934, the Registrant has duly @dulsis report to be signed on its behalf by
the undersigned thereunto duly authorized.

THE SHERWIN-WILLIAMS COMPANY

October 27, 2011 By: /s/ A.J. Mistysyn

A.J. Mistysyn

Vice Presider-Corporate Controllel
October 27, 2011 By: /s/ L.E. Stellato

L.E. Stellato

Senior Vice President, General
Counsel and Secretal

51




Table of Contents

INDEX TO EXHIBITS

Exhibit No. Exhibit Descriptior

31(a) Rule 13i-14(a)/15¢14(a) Certification of Chief Executive Officer @il herewith)
31(b) Rule 13i-14(a)/15¢14(a) Certification of Chief Financial Officer (itl herewith)
32(a) Section 1350 Certification of Chief Executive Ofi(filed herewith)

32(b) Section 1350 Certification of Chief Financial O#i(filed herewith)

101.INS XBRL Instance Documer

101.SCH  XBRL Taxonomy Extension Schema Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutr

101.LAB XBRL Taxonomy Extension Label Linkbase Docum

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh
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EXHIBIT 31(a)

CERTIFICATION

I, Christopher M. Connor, certify that:
1. | have reviewed this quarterly report on Forn-Q of The Sherwi-Williams Company

2. Based on my knowledge, this report does notado any untrue statement of a material fact ot torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrant’s other certifying officer(s)cal are responsible for establishing and maintgmlisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and praesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b) Designed such internal control over finah@porting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registsastisclosure controls and procedures and preséntbis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in #gistrant’s internal control over financial repodithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a




5. The registrant’s other certifying officer(s)dal have disclosed, based on our most recent atiatuof internal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and materialak@esses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the regidf’s ability to record, process, summarize and refpanhcial information; an

b) Any fraud, whether or not material, thatdtwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Date: October 27, 2011 /sl Christopher M. Connol
Christopher M. Conno
Chairman and Chief
Executive Officer




EXHIBIT 31(b)

CERTIFICATION

I, Sean P. Hennessy, certify that:
1. | have reviewed this quarterly report on Forn-Q of The Sherwi-Williams Company

2. Based on my knowledge, this report does notado any untrue statement of a material fact ot torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrant’s other certifying officer(s)cal are responsible for establishing and maintgmlisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and praesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b) Designed such internal control over finah@porting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registsastisclosure controls and procedures and preséntbis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in #gistrant’s internal control over financial repodithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a




5. The registrant’s other certifying officer(s)dal have disclosed, based on our most recent atiatuof internal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and materialak@esses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the regidf’s ability to record, process, summarize and refpanhcial information; an

b) Any fraud, whether or not material, thatdtwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Date: October 27, 2011 /s/ Sean P. Henness

Sean P. Henness
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 onRdr0-Q of The Sherwin-Williams Company (the “Comgdrior the period ended
September 30, 2011 as filed with the SecuritiesExahange Commission on the date hereof (the “R8parChristopher M. Connor,

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

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

(2) The information contained in the Report fairlggents, in all material respects, the financiad@mn and results of operations of the
Company

Dated: October 27, 2011 /s/ Christopher M. Connol
Christopher M. Conno
Chairman and Chief
Executive Officer

A signed original of this written statement reqdit®y Section 906, or other document authenticatisgnowledging, or otherwise adopting
the signature that appears in typed form withindgleetronic version of this written statement regdiby Section 906, has been provided to
The Sherwin-Williams Company and will be retaingdlihe Sherwin-Williams Company and furnished to $®eurities 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 onRdr0-Q of The Sherwin-Williams Company (the “Comgdrior the period ended
September 30, 2011 as filed with the SecuritiesExahange Commission on the date hereof (the “R8parSean P. Hennessy, Senior Vice
President — Finance and Chief Financial Officethaf Company, certify, pursuant to 18 U.S.C. Secti®B0, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that

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

(2) The information contained in the Report fairlggents, in all material respects, the financiad@mn and results of operations of the
Company

Dated: October 27, 2011 /s/ Sean P. Henness
Sean P. Henness
Senior Vice President — Finance and
Chief Financial Officer

A signed original of this written statement reqdit®y Section 906, or other document authenticatisgnowledging, 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 retaingdliihe Sherwin-Williams Company and furnished to $eeurities and Exchange
Commission or its staff upon request.



