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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 sold
Gross profit
Percent to net sales
Selling, general and administrative expenses
Percent to net sales
Other general expense - net
Interest expense
Interest and net investment income
Other expense (income) - net
Income before income taxes
Income taxes
Net income
Net income per common share:
Basic
Diluted
Average shares outstanding—basic

Average shares and equivalents outstanding—diluted

Comprehensive income

See notes to condensed consolidated financial statements.

Three Months Ended

Six Months Ended

June 30, June 30,
2013 2012 2013 2012
$ 2,713,88 $ 2,573,02 $ 4,881,05 $ 4,709,36!
1,480,311 1,422,42! 2,684,62 2,648,93
1,233,57 1,150,59 2,196,43 2,060,43
45.5% 447 % 45.0% 43.8%
837,12. 810,20 1,615,80: 1,567,88
30.8% 31.5% 33.1% 33.3%

48~ 3,08¢ 4,43: 8,12

15,06¢ 10,23( 30,38( 20,56°
(69¢) (628) (1,447 (1,167)
71E (104) (2,006) (5,09))

380,88 327,80: 549,26! 470,11¢
123,59° 99,99( 175,79t 142,08

$ 257,28 $ 227,81 $ 3734T. $ 328,02¢
$ 2.51 $ 2.2t $ 3.6t $ 3.2C
$ 2.4¢ $ 2.17 $ 3.57 $ 3.1:
101,665,73 101,446,64 101,813,39 101,758,49
103,896,78 104,003,12 104,031,71 104,100,04

$ 213,28: $ 214,84t $ 330,87: $ 346,61¢




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

Thousands of dollars

June 30, December 31, June 30,
2013 2012 2012
Assets
Current assets:
Cash and cash equivalents 741,08: 862,59( 46,61¢
Accounts receivable, less allowance 1,299,67! 1,032,50: 1,237,83.
Inventories:
Finished goods 809,58t 732,35¢ 851,82
Work in process and raw materials 175,25t 187,96! 179,65:
984,84 920,32: 1,031,47
Deferred income taxes 129,73: 126,73( 148,68!
Other current assets 187,09¢ 207,08t 159,39:
Total current assets 3,342,43! 3,149,23: 2,624,00:
Goodwill 1,171,50: 1,156,00! 1,122,27.
Intangible assets 311,94 347,55: 314,91:
Deferred pension assets 250,98¢ 249,91: 232,59:
Other assets 379,43¢ 366,13¢ 394,20(
Property, plant and equipment:
Land 99,57¢ 102,33¢ 101,33¢
Buildings 718,01! 677,94 665,16:
Machinery and equipment 1,812,54. 1,750,72! 1,702,84!
Construction in progress 39,08’ 56,58: 47,58¢
2,669,22; 2,587,59. 2,516,93!
Less allowances for depreciation 1,717,03 1,621,69! 1,578,541
952,19: 965,89¢ 938,39}
Total Assets 6,408,50: 6,234,73 5,626,37!
Liabilities and Shareholders’ Equity
Current liabilities:
Short-term borrowings 50,66+ 69,03t 604,98!
Accounts payable 1,117,45! 922,99¢ 1,102,114
Compensation and taxes withheld 218,63: 314,89:. 231,82¢
Accrued taxes 170,44 52,10« 126,55¢
Current portion of long-term debt 2,632 3,68¢ 4,24¢
Other accruals 407,67( 513,71 462,04(
Total current liabilities 1,967,50! 1,876,43 2,531,80:
Long-term debt 1,631,95. 1,632,16! 635,58¢
Postretirement benefits other than pensions 320,21¢ 320,22: 298,79¢
Other long-term liabilities 621,29¢ 614,10¢ 620,93:

Shareholders’ equity:

Common stock—$1.00 par value:

102,683,128, 103,270,067 and 102,632,285 sleaitstanding at
June 30, 2013, December 31, 2012 and Juned2Q, Pespectively 112,45: 111,62: 109,68:
Preferred stock—convertible, no par value:
68,049, 101,086 and 128,390 shares outstamdidgne 30, 2013,

December 31, 2012 and June 30, 2012, resphctive 68,04¢ 101,08¢ 128,39(
Unearned ESOP compensation (68,049 (101,08¢) (128,39()
Other capital 1,773,06! 1,673,78 1,429,20!
Retained earnings 1,496,63! 1,226,46 1,003,69:



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

Total Liabilities and Shareholders’ Equity

See notes to condensed consolidated financial statements.

(1,101,63) (849,689 (654,04:)

(412,990 (370,38) (349,28)
1,867,53 1,791,80. 1,539,25:
6,408,50. $ 6,234,73 $ 5,626,37!




THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES
CONDENSED STATEMENTS OF CONSOLIDATED CASH FLOWS (UNAUDITED)
Thousands of dollars

Six Months Ended

June 30, June 30,
2013 2012
OPERATING ACTIVITIES
Net income $ 373,47. $ 328,02¢
Adjustments to reconcile net income to net opegatiash:
Depreciation 78,30 75,507
Amortization of intangible assets 14,127 12,96:
Stock-based compensation expense 23,977 21,94t
Provisions for qualified exit costs 367 1,58:
Provisions for environmental-related matters 1,76¢ 9,09:
Defined benefit pension plans net cost 9,97¢ 9,85¢
Net increase in postretirement liability 1,80 1,80(
Other 1,417 494
Change in working capital accounts—net (195,32) (220,89()
Costs incurred for environmental-related matters (6,892 (20,165
Costs incurred for qualified exit costs (5,955 (1,907
Other 5,03¢ (16,199
Net operating cash 302,07! 202,11:
INVESTING ACTIVITIES
Capital expenditures (72,12¢) (69,977)
Acquisitions of businesses, net of cash acquired (5,000 (43,999
Proceeds from sale of assets 2,58¢ 8,97¢
(Increase) decrease in other investments (52,859 14,84¢
Net investing cash (127,39 (90,139
FINANCING ACTIVITIES
Net (decrease) increase in short-term borrowings (17,409 260,19:
Proceeds from long-term debt 1,84¢€
Payments of long-term debt (949) (12,169
Payments of cash dividends (103,300 (80,439
Proceeds from stock options exercised 40,62 88,18:
Income tax effect of stock-based compensation ées@nd vesting 35,65¢ 36,61:
Treasury stock purchased (232,52) (362,62)
Other (18,85 (27,54¢)
Net financing cash (296,75)) (95,939
Effect of exchange rate changes on cash 57C (2,116
Net (decrease) increase in cash and cash equisalent (121,506 13,92(
Cash and cash equivalents at beginning of year 862,59( 32,69¢
Cash and cash equivalents at end of period $ 741,08 $ 46,61¢
Income taxes paid $ 34,66t $ 97,70¢
Interest paid 30,94: 20,89¢

See notes to condensed consolidated financial statements.






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

Periods ended June 30, 2013 and 2012

NOTE 1—BASIS OF PRESENTATION

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

There have been no significant changes in criicabunting policies since December 31, 2012 . Aoting estimates were revised as
necessary during the first six months of 2013 basedew information and changes in facts and cistances.

The Company primarily uses the last-in, first-dutHO) method of valuing inventory. An actual valigex of inventory under the LIFO
method can be made only at the end of each yeadlmsthe inventory levels and costs at that tiseeordingly, interim LIFO calculations
are based on management’s estimates of expecte@nyeééanventory levels and costs are subject tdittad year-end LIFO inventory
valuation. In addition, interim inventory levellnde management’s estimates of annual invent@sel® due to shrinkage and other factors.
The final year-end valuation of inventory is basadan annual physical inventory count performednduthe fourth quarter. For further
information on inventory valuations and other maiteefer to the consolidated financial statemants footnotes thereto included in the
Company’s Form 10-K for the year ended Decembef312 .

The consolidated results for the three and six hwahded June 30, 2013 are not necessarily indicatithe results to be expected for the
year endiniDecember 31, 2013 .

NOTE 2—IMPACT OF RECENTLY ISSUED ACCOUNTING PRONOUN CEMENTS

In February 2013, the Financial Accounting Standd@dard (FASB) issued Accounting Standards Upda&tJ)) No. 2013-2, which amends
the Comprehensive Income Topic of the Accountiran8ards Codification (ASC). The updated standagdires the presentation of
information about reclassifications out of accuntedieother comprehensive income. ASU No. 2013-2féctve for fiscal years and interim
periods within those years beginning after DecemBeR012. The Company has adopted the standaaichovspective basis as required. The
updated standard affects the Company's discloduitdsas no impact on its results of operationsrfaial condition or liquidity.

NOTE 3—DIVIDENDS

Dividends paid on common stock during each of trst fwo quarters of 2013 and 2012 were $.50 parrnon share and $.39 per common
share, respectively.




NOTE 4—CHANGES IN CUMULATIVE OTHER COMPREHENSIVE LO SS
The following table summarizes the changes in Catiud other comprehensive loss for the six montited June 30, 2013 :

(Thousands of dollars)

Net Actuarial
(Losses) Gains and

Prior Service Costs  Unrealized Net Total Cumulative

Foreign Currency Recognized for Gains (Losses) on Other
Translation Employee Benefit  Available-for-Sale Comprehensive

Adjustments Plans Securities Loss
Beginning balance $ (204,19 $ (166,59) $ 401 $ (370,389
Other comprehensive (loss) income before reclassifins® (48,427) 12,19( 99 (36,139
Amounts reclassified from other comprehensive jlazsome® (6,450 (29) (6,46¢)
Net other comprehensive (loss) income (48,42)) 5,74( 8C (42,607

M Net of taxes of $(7,794) for net actuarial gaind prior service costs recognized for employee hepkins and $(62) for unrealized net
gains on available-for-sale securities.

@ Net of taxes of $4,124 for net actuarial gains pnidr service costs recognized for employee bepidits and $12 for unrealized net gains
on available-for-sale securities.

NOTE 5—PRODUCT WARRANTIES

Changes in the Company’s accrual for product wayrelaims during the first six months of 2013 aiid 2 , including customer satisfaction
settlements, were as follows:

(Thousands of dollars)

2013 2012
Balance at January 1 $ 22,71C  $ 22,07:
Charges to expense 11,03 11,71(
Settlements (12,139 (10,847
Balance at June 30 $ 21,600 $ 22,93¢

For further details on the Company’s accrual fadorct warranty claims, see Note 1 to the Consdifi&inancial Statements in the
Company’s Annual Report on Form 10-K for the yazaled December 31, 2012 .

NOTE 6—EXIT OR DISPOSAL ACTIVITIES

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

In the six months ended June 30, 2013 , threessinrne Paint Stores Group, one branch in the &lBlmishes Group and four stores in the
Latin America Coatings Group were closed due toclodemand or redundancy.
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The following table summarizes the activity and a@mng liabilities associated with qualified exdsts at June 30, 2013 :

Actual Adjustments to
(Thousands of dollars) Balance at Provisions in expenditures prior provisions Balance at
December 31, Cost of goods charged to in Other general June 30,
Exit Plan 2012 sold or SG&A accrual expense—net 2013

Paint Stores Group stores shutdown in 2013:

Other qualified exit costs $ 27 % (16) $ 11
Paint Stores Group stores shutdown in 2012:

Other qualified exit costs $ 31z 44 $ (2) 26¢
Global Finishes Group facility shutdown in 2012:

Severance and related costs 2,23¢ (1,54¢) 261 94¢

Other qualified exit costs 3,43( (3,530 10C
Global Finishes Group branches shutdown in 2011:

Other qualified exit costs 29C (93) 197
Other qualified exit costs for facilities shutdownprior to 2011 2,28¢ (729 (20 1,54¢
Totals $ 8551 $ 21 $ (5959 $ 34 $ 2,96¢

For further details on the Company’s exit or digd@tivities, see Note 5 to the Consolidated Rir@rStatements in the Company’s Annual

Report on Form 10-K for the year ended DecembeR@12 .

NOTE 7 — HEALTH CARE, PENSION AND OTHER BENEFITS

Shown below are the components of the Company’'perddic benefit cost for domestic defined bengéihsion plans, foreign defined
benefit pension plans and postretirement benetitsrdghan pensions:

(Thousands of dollars)

Domestic Defined Foreign Defined

Postretirement
Benefits Other than

Three Months Ended June 30:
Net periodic benefit cost:

Service cost $

Interest cost

Expected return on assets

Amortization of:
Prior service cost (credit)
Actuarial loss

Net periodic benefit cost $

Six Months Ended June 30:
Net periodic benefit cost:

Service cost $

Interest cost

Expected return on assets

Amortization of;
Prior service cost (credit)
Actuarial loss

Net periodic benefit cost $

Benefit Pension Plans Benefit Pension Plans Pensions
2013 2012 2013 2012 2013 2012
5397 $ 4732 % 1,16C $ 89 $ 76€ $ 73€
4,267 4,331 1,90: 1,72¢ 3,04¢ 3,38(
(10,347 (11,217 (1,782 (1,677
45¢ 39¢ (82) (164)
3,48¢ 5,48t 442 252 984 42¢€
3,268 $ 3,73 $ 1,72:  $ 1,192 $ 4,71 % 4,38(
10,79: $ 9,46¢ $ 232( $ 1,78 $ 1,531 $ 1,472
8,53¢ 8,667 3,80¢ 3,44¢ 6,091 6,76(
(20,689 (22,42)) (3,564 (3,359
911 79€ (164) (326
6,97¢ 10,97: 884 503 1,967 857
6,53( $ 747 $ 3,44 $ 2,38: $ 9,42t $ 8,761

For further details on the Company’s health caeesppn and other benefits, see Note 6 to the Ciladeltl Financial Statements in the
Company’s Annual Report on Form 10-K for the yaaaledd December 31, 2012 .






NOTE 8—OTHER LONG-TERM LIABILITIES

The Company initially provides for estimated castenvironmental-related activities relating toptsst operations and third party sites for
which commitments or clean-up plans have been dpeel and when such costs can be reasonably edlifvated on industry standards and
professional judgment. These estimated costs aeendimed based on currently available facts regagrdach site. If the best estimate of costs
can only be identified as a range and no speaificuat within that range can be determined mordylikean any other amount within the
range, the minimum of the range is provided. AteJ88, 2013 , the unaccrued maximum of the estimategle of possible outcomes is $85.6
million higher than the minimum.

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

Included in Other long-term liabilities at June 20,13 and 2012 were accruals for extended enviratahieclated activities of $93.8 million
and $83.9 million , respectively. Estimated cogtsusrent investigation and remediation activitdsb17.1 million and $42.9 million are
included in Other accruals at June 30, 2013 an@ 20dspectively.

Two of the Company’s currently and formerly ownedmuafacturing sites account for the majority of élieerual for environmental-related
activities and the unaccrued maximum of the es@chaange of possible outcomes at June 30, 2013urd 30, 2013 , $58.5 million , or 52.8
percent of the total accrual, related directlyltese two sites. In the aggregate unaccrued maxiofi®5.6 million at June 30, 2013 , $56.6
million , or 66.1 percent , related to the two mfaeturing sites. While environmental investigati@msl remedial actions are in different
stages at these sites, additional investigati@medial actions and monitoring will likely be recpd at each site.

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

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

For further details on the Company’s Other longrtdéiabilities, see Note 8 to the Consolidated FoiahStatements in the CompasyAnnual
Report on Form 10-K for the year ended DecembefB12 .

NOTE 9 — LITIGATION

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

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

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

not prevail. Adverse court rulings or determinasiarf liability, among other factors, could affelsetlead pigment and lead-based paint
litigation against the Company and encourage are&se in the number and nature of future claimspaoceedings. In addition, from time to
time, various legislation and administrative regjolas have been enacted, promulgated or proposedptose obligations on present and
former manufacturers of lead pigments and lead<pa@ts respecting asserted health concerns assoeiith 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 &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 adnimatéve regulations may have on the
litigation or against the Company. In addition, mgament cannot reasonably determine the scopeairdrof the potential costs and
liabilities related to such litigation, or resuljifrom any such legislation and regulations. ThenBany 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 estimaeadhge of potential losses as there is no priiohy of a loss of this nature and there is no
substantive information upon which an estimate @dd 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 tiebility may result in a material impact on netanee 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 attrifple to the Company arising out of such
litigation may have a material adverse effect an@ompany’s results of operations, liquidity orfirtial condition. An estimate of the
potential impact on the Company’s results of openat liquidity or financial condition cannot be deadue to the aforementioned
uncertainties.

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

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

(iii) the Company and two other defendants shoel@tuered to abate the public nuisance. The Compadywo other defendants appealed
and, on July 1, 2008, the Rhode Island SupremetCamong other determinations, reversed the judgofesbatement with respect to the
Company and two other defendants. The Rhode ISampdeme Court’s decision reversed the public ngisdiability judgment against the
Company on the basis that the complaint faileddtesa public nuisance claim as a matter of law.
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The Santa Clara County, California proceeding wi#&ted in March 2000 in the Superior Court of State of California, County of Santa
Clara. In the original complaint, the plaintiffssasted various claims including fraud and conceatprsdrict 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 theies of Santa Clara, Alameda, Los
Angeles, Monterey, San Mateo, Solano and Venturd tlae Cities of Oakland, San Diego and San Fraacihe Fourth Amended Compla
asserts a sole claim for public nuisance, alletjirag 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&lleged public nuisance that exists within the
plaintiffs’ jurisdictions. A trial commenced on Jul5, 2013.

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

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

Wisconsin is the only jurisdiction to date to applyheory of liability with respect to alleged pamal injury (i.e., risk contribution/market
share liability) that does not require the plairtiif identify the manufacturer of the product taliégedly injured the plaintiff in the lead
pigment and leatbased paint litigation. Although the risk contrilout liability theory was applied during the Thontigal, the constitutionalit
of this theory as applied to the lead pigment casssnot been judicially determined by the 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 rightribution theory as applied in that case vedahe defendants’ right to substantive due
process and is unconstitutionally retroactive. Digrict Court's decision in Gibson v. American @gaid, et al., has been appealed by the
plaintiff.

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

Department of Labor (DOL) leveraged ESOP settlementAs previously disclosed in the Company's Annuald@epn Form 10-K for the
fiscal year ended December 31, 2012, on Februgrg@IB, the Company reached a settlement with Bk &f the DOL's investigation of
transactions related to the Company's ESOP that ingylemented on August 1, 2006 and August 27, 2088 DOL had notified the
Company, among others, of potential enforcemeinslasserting breaches of fiduciary obligations smaght compensatory and equitable
remedies. The Company resolved all ESOP relatehglaith the DOL by agreeing, in part, to make a-time payment of $80.0 million to
the ESOP, resulting in a $49.2 million after tarige to
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earnings in the fourth quarter of 2012. The Compaiagle this required $80.0 million payment to th®©PSluring the first quarter of 2013.

Import duty assessment settlemenDuring the second quarter of 2013, the Companyrdezba charge of $11.8 million to Cost of goods
sold due to an assessment as a result of auditglitrby the Brazilian government related to thedtiag of import duties on products broug
into the country for the years 2006 through 20@8ulting in an after-tax charge of $8.4 millionheTCompany elected to accept a voluntary
amnesty program offered by the government to resthlis issue rather than incur significant leggdenses to contest the assessment in court
The Company's import duty processes were changgidribirg in 2009, however, years subsequent to 280tin open to audit. No additio
accruals for potential assessments have been extord

NOTE 10—OTHER
Other general expense - net
Included in Other general expense - net were theWing:

Three Months Ended Six Months Ended
(Thousands of dollars) June 30, June 30,
2013 2012 2013 2012
Provisions for environmental matters—net $ 1,44¢ $ 3,98t % 1,76¢ $ 9,09:
(Gain) loss on disposition of assets (1,179 (8149 2,32¢ (93%)
Adjustments to prior provisions for qualified egdsts 212 (89) 34C (35)
Total $ 485 $ 3,08 $ 443: $ 8,12

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

The (gain) loss on disposition of assets repregseattsealized (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 oredeas to accrued qualified exit costs as
adjustments for costs of employee terminationgegaired or as information becomes available upbithvmore accurate amounts can be
reasonably estimated. See Note 6 for further detailthe Company’s exit or disposal activities.

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

Three Months Ended Six Months Ended
(Thousands of dollars) June 30, June 30,
2013 2012 2013 2012

Dividend and royalty income $ (815 $ (851) $ (3,637) $ (2,100
Net expense from financing activities 2,84¢ 1,041 4,74: 4,021
Foreign currency transaction related losses (gains) 3,19¢ 1,37¢ 5,94¢ (3,709
Other income (7,107 (5,229 (14,419 (8,480
Other expense 2,592 3,561 5,36: 5,17:
Total $ 715 $ (104 $ (2,000 $ (5,09))

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

Foreign currency transaction related losses (gaamkesent net realized losses (gains) on U.Saddénominated liabilities of foreign
subsidiaries and net realized and unrealized Iqgs@ss) from foreign currency option and forwamhtracts. There were no foreign currency
option and forward contracts outstanding at June803 and 2012 .
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Other income and Other expense included itemsweimee, gains, expenses and losses that were @ étathe primary business purpose of
the Company. There were no items within the otheotine or other expense caption that were indivigsagnificant.

NOTE 11—INCOME TAXES

The effective tax rate was 32.5 percent and 32:€epé for the second quarter and first six montia0d 3 , respectively, compared to 30.5
percent and 30.2 percent for the second quartefimdix months of 2012 , respectively. The irage in the effective tax rate for the second
quarter and first six months of 2013 compared tt22@as primarily due to the impact of additionaltstincome tax expense as well as a
reduction in tax benefits related to federal incamecredits.

At December 31, 2012 , the Company had $28.1 milliounrecognized tax benefits, the recognitiowbich would have an effect of $25.0
million on the current provision for income taxéxluded in the balance of unrecognized tax bemeafiDecember 31, 2012 , wkis.0 million
related to tax positions for which it is reasongibgsible that the total amounts could signifiganolange during the next twelve months. 1
amount represents a decrease in unrecognized nafitsecomprised of items related to federal augfitsartnership investments, assessed
state income tax audits, state settlement negmimtiurrently in progress and expiring statutefedieral and foreign jurisdictions.

The Company classifies all income tax related ageand penalties as income tax expense. At Deae®ih@012 , the Company had accrued
$6.2 million for the potential payment of income taterest and penalties.

There were no significant changes to any of tharimds of unrecognized tax benefits at Decembe2(B12 during the first six months of
2013.

On January 2, 2013, the American Taxpayer Reli¢f(ATRA) was enacted which retroactively reinstated extended the Federal Research
and Development Tax Credit from January 1, 201Reoember 31, 2013. As a result, the Company rezedra $2.0 million discrete tax
benefit during the first quarter of 2013 . The otpmvisions of the Act will have a negligible ingtan the Company's effective tax rate in
2013.

The Company and its subsidiaries file income tanrres in the U.S. federal jurisdiction, and variataste and foreign jurisdictions. The IRS
commenced an examination of the Company's U.Smedax returns for the 2008 and 2009 tax yearerthird quarter of 2011. Fieldwork
was completed during the second quarter of 201&isttime, the Company has determined that agmifstant payment is due for issues
under review during this audit period. The Comphay fully resolved all IRS issues for the 2003 tigto 2009 tax years relating to the
matters challenging the ESOP related federal incaxeéeductions claimed by the Company. With theeption of $2.0 million of interest
related to the 2008 tax year, all ESOP relatedese#int payments have been made to the IRS.

As of June 30, 2013 , the Company is subject tel@ income tax examinations for the tax yeardQff6 through 2012. In addition, the
Company is subject to state and local income taxnéxations for the tax years 2002 through 2012.

12




NOTE 12—NET INCOME PER COMMON SHARE

(Thousands of dollars except per share data) ThreeJl\éIr?gtgg,Ended Six I\%:t:g(l)iynded
2013 2012 2013 2012
Basic
Average common shares outstanding 101,665,73 101,446,64 101,813,39 101,758,49
Net income $ 257,28 $ 227,810 $ 373,47, $ 328,02¢
Less net income allocated to unvested restrictadesh (1,639 (1,909 (2,27¢) (2,689
Net income allocated to common shares $ 255,64¢ $ 225,90t $ 371,19 $ 325,34(
Basic net income per common share $ 251 § 22: 368 $ 3.2C
Diluted
Average common shares outstanding 101,665,73 101,446,64 101,813,39 101,758,49
Stock options and other contingently issuable sHére 2,231,04. 2,556,48! 2,218,32 2,341,55
Average common shares outstanding assuming dilution 103,896,78 104,003,12 104,031,71 104,100,04
Net income $ 257,28 % 227,810 $ 373,47, $ 328,02¢
Less net income allocated to unvested restrictadesh
assuming dilution (1,607 (1,86%) (2,23%) (2,639
Net income allocated to common shares assuming
dilution $ 255,680 $ 22594( $ 371,23 $ 325,39¢
Diluted net income per common share $ 24¢ 217§ 357 § 3.1¢

@ There were no options excluded due to their atitisie effect for the three and six months endaieJ80, 2013 and 2012

The Company has two classes of participating seéesiricommon shares and restricted shares, repieg®9% and 1%f outstanding share
respectively. The restricted shares are shareswefstied restricted stock granted under the Compasgtricted stock award program.
Unvested restricted shares granted prior to AfdrilZ010 received non-forfeitable dividends. Accogly, the shares are considered a
participating security and the two-class methodad€ulating basic and diluted earnings per shareqgaired. Effective April 21, 2010, the
restricted stock award program was revised andldids on performance-based restricted shares draftés this date are deferred and
payment is contingent upon the awards vesting. @rdyttime-based restricted shares, which contiowedeive non-forfeitable dividends, are
considered a participating security. Basic andteédwearnings per share are calculated using thelags method in accordance with the
Earnings Per Share Topic of the ASC.
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NOTE 13—REPORTABLE SEGMENT INFORMATION

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

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

(Thousands of dollars)

Three Months Ended June 30, 2013

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

Net external sales $ 1,606,500 $ 393,66( $ 513,52: $ 198,99: $ 1,208 $ 2,713,88!
Intersegment transfers 658,20: 3,74C 9,691 (671,63)

Total net sales and intersegment transfers $ 1,606,500 $ 1,051,86: $ 517,26: $ 208,68. $ (670,429 $ 2,713,88!
Segment profit $ 332,97, $ 79,04 @ $ 54,46: $ 85€ $ 467,33
Interest expense $ (15,069 (15,069
Administrative expenses and other (71,379 (71,379
Income before income taxes $ 332,97 $ 79,04: $ 54,46: $ 85¢ $ (86,449 $ 380,88«

Three Months Ended June 30, 2012
Global Latin America
Paint Stores Consumer Finishes Coatings Consolidated
Group Group Group Group Administrative Totals

Net external sales $ 1,488,100 $ 397,74¢ $ 498,69: $ 187,28: $ 1,19C $ 2,573,02:

Intersegment transfers 655,27t 1,93t 11,64¢ (668,86()

Total net sales and intersegment transfers $ 1,488,100 $ 1,053,02! $ 500,62¢ $ 198,93( $ (667,670) $ 2,573,02:

Segment profit $ 266,98: $ 80,751 Y $ 48,03. $ 9,281 $ 405,05;

Interest expense $ (20,230 (10,23()
Administrative expenses and other (67,019 (67,019
Income before income taxes $ 266,98. $ 80,757 $ 48,03: $ 9,281 $ (77,249 $ 327,80:

WSegment profit includes $8,108 and $7,968 of mark intersegment transfers realized as a reselttefnal sales by the Paint Stores Group duriagéitond quarter @013

and 2012 , respectively.
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Six Months Ended June 30, 2013

Global Latin America
Paint Stores Consumer Finishes Coatings Consolidated
Group Group Group Group Administrative Totals
Net external sales $ 2,774,441 % 702,24( $ 1,000,34: $ 401,627 $ 2,40z $ 4,881,05
Intersegment transfers 1,165,901 5,031 19,91 (1,190,84)
Total net sales and intersegment transfers $ 2,774,441  $ 1,868,141 $ 1,005,37. $ 421,53¢ $ (1,188,44) $ 4,881,05
Segment profit $ 462,68 $ 133,01« @ $ 88,39: $ 21,69¢ $ 705,78
Interest expense $ (30,380 (30,38()
Administrative expenses and other (126,139 (126,139
Income before income taxes $ 462,68° $ 133,01 $ 88,39: $ 21,69 $ (156,519 $ 549,26¢
Six Months Ended June 30, 2012
Global Latin America
Paint Stores Consumer Finishes Coatings Consolidated
Group Group Group Group Administrative Totals
Net external sales $ 2,611,18 $ 718,12: $ 981,76¢ $ 395,87: $ 2,418 $ 4,709,36!
Intersegment transfers 1,158,771 4,26t 22,62« (1,185,66)
Total net sales and intersegment transfers $ 2,611,18 $ 1,876,89: $ 986,03! $ 418,49t $ (1,183,25) $ 4,709,36!
Segment profit $ 379,69: $ 136,06: ? $ 76,66¢ $ 29,16¢ $ 621,59
Interest expense $ (20,567 (20,567
Administrative expenses and other (130,909 (130,909
Income before income taxes $ 379,69: $ 136,06: $ 76,66¢ $ 29,16¢ $ (151,479 $ 470,11¢

@Segment profit includes $14,278 and $14,644 of Augron intersegment transfers realized as a refaltternal sales by the Paint Stores Group duthiadirst six months of
2013 and 2012, respectively.

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

Net external sales and segment profit of all cadatéd foreign subsidiaries we$531.6 million and $5.6 million , respectively, fine seconc
quarter of 2013 , and $491.9 million and $32.5ionill, respectively, for the second quarter of 2002t external sales and segment profit of
these subsidiaries were $1.048 billion and $31IRami, respectively, for the first six months dd23 , and $993.8 million and $67.3 million ,
respectively, for the first six months of 2012 nigelived assets of these subsidiaries totaled $7®ilion and $637.7 million at June 30,
2013 and June 30, 2012 , respectively. Domesticatip@s accounted for the remaining net externakssaegment profits and long-lived
assets. No single geographic area outside the dUSites was significant relative to consolidatetexternal sales, income before taxes, or
consolidated long-lived assets.

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

NOTE 14— ACQUISITIONS

On November 9, 2012, the Company entered into iaitleé Stock Purchase Agreement to purchase d@hefissued and outstanding share
Consorcio Comex, S.A. de C.V. (Comex) for an aggtegurchase price of approximately $2.34 billiomcjuding assumed debt. The Stock
Purchase Agreement was amended on June 24, 2@k&twd the date by which the
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agreement can be terminated by either party to 8ugi, 2013. Comex is a leader in the paint antiraggmmarket in Mexico with
headquarters in Mexico City. Completion of the sr@tion is subject to certain conditions and reégwsapprovals. On July 17, 2013, the
Federal Competition Commission of Mexico (FCCM)imhed the Company that the acquisition was notaisd by the FCCM by a 3-2
vote of its members. The Company is preparing parse to address the Commission's concerns.

The completed acquisitions below have been accdudoteas purchases and their results of operatians been included in the consolidated
financial statements since the date of acquisiBwth acquisitions resulted in the recognition obdwill and intangible assets.

Effective December 18, 2012, the Company acquiiggdu Pulanna Coating Co., Ltd. (Pulanna). Headepga in Changzhou, China,
Pulanna is a leading automotive refinishes coatingsufacturer in China. The acquisition strengtitiesGlobal Finishes Group's established
presence in China and its ability to serve automeatustomers around the world.

Effective June 1, 2012, the Company acquired Gddoklings Corporation. Geocel manufactures innaeatiaulks, sealants, and adhesives
specially designed for tough construction and reggplications in commercial, residential, industend transport non-automotive markets.
Geocel has operations in both the United Stateditgéd Kingdom. The acquisition strengthens thastoner Group’s sealant and adhesive
market position.

The following unaudited pro-forma summary preseotssolidated financial information as if Pulanna &@eocel had been acquired as of the
beginning of each period presented. The pro-foramsalidated financial information does not neceasseaflect the actual results that would
have occurred had the acquisitions taken placaoualy 1, 2012 or of future results of operatiohBuanna and Geocel under ownership
operation of the Company.

Three Months Ended Six Months Ended
(Thousands of dollars except per share data) June 30, June 30,
2013 2012 2013 2012

Net sales $ 2,713,88 $ 2,597,200 $ 4,881,05 $ 4,754,05
Net income 257,28 231,18: 373,47. 334,40
Net income per common share:

Basic $ 251 % 22¢ $ 368 % 3.2¢

Diluted $ 24 $ 22C % 357 $ 3.1¢

NOTE 15— FAIR VALUE MEASUREMENTS

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

(Thousands of dollars)

Quoted Prices

in Active Significant
Fair Value at Markets for Significant Other Unobservable
June 30, Identical Assets Observable Inputs Inputs
2013 (Level 1) (Level 2) (Level 3)
Assets:
Deferred compensation plan as$et $ 20,77¢ $ 6,34¢ $ 14,42:
Liabilities:
Deferred compensation plan liabiliy $ 24,781 $ 24,78t

@ The deferred compensation plan asset consistedfitestment funds maintained for the future paysiander the Company’s executive
deferred compensation plan, which is structurea ibbi trust. The investments are marketable g&=muaccounted for under the Debt
and Equity Securities Topic of the ASC. The levatdestments are valued using quoted market priadsiplied by the number of
shares. The level 2 investments are valued basedraior or broker models. The cost basis of thestment funds is $20,399 .
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@ The deferred compensation plan liability is the @amy’s liability under its executive deferred compersaplan. The liability represer
the fair value of the participant shadow accouats] the value is based on quoted market prices.

NOTE 16 — DEBT

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

(Thousands of dollars) June 30, 2013 June 30, 2012

Carrying Carrying

Amount Fair Value Amount Fair Value
Publicly traded debt $ 1,630,19 $ 1,637,500 $ 632,44t $ 694,62t
Non-traded debt 4,38¢ 4,24¢ 7,387 7,12(

On March 18, 2013, Sherwin-Williams Canada, Inayhmlly owned subsidiary of the Company, increa$edaggregate amount of its
existing credit facility to CAD 150 million The credit facility is being used for generalpmmate purposes, including refinancing indebted
and for acquisitions.

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. Howevmgcause 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 investmentslddthe 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 Otliesets, was $236.5 million and $250.5
million at June 30, 2013 and 2012 , respectivehe Tability for estimated future capital contrimns to the investments was $205.8 million
and $233.7 million at June 30, 2013 and 2012 ea&sEly.

17




Iltem 2. MANAGEMENT'S DISCUSSION AND
ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

SUMMARY

The Sherwin-Williams Company, founded in 1866, @adonsolidated wholly owned subsidiaries (collesy, the “Company”) are engaged
in the development, manufacture, distribution aald sf paint, coatings and related products togasibnal, industrial, commercial and retail
customers primarily in North and South America vatiditional operations in the Caribbean regionplgarand Asia. The Company is
structured into four reportable segments—PainteSt@roup, Consumer Group, Global Finishes Grougd.atid America Coatings Group
(collectively, the “Reportable Segments”grd an Administrative segment in the same wayiitternally organized for assessing performi
and making decisions regarding allocation of resesirSee pages 6 through 15 and Note 18, on pédghasonigh 76, in the Company’s
Annual Report on Form 10-K for the year ended Ddzeamn31, 2012 for more information concerning th@®teable Segments.

The Company’s financial condition, liquidity andstaflow continued to be strong in the second quaft@013 primarily due to higher paint
sales volume in our Paint Stores Group. Net workisgjtal increased $1.283 billion at June 30, 2€dBpared to the end of the second
quarter of 2012 due to an increase in cash andemskalents and a decrease in shemtr borrowings, which was primarily due to the @1
million of 1.35% Senior Notes due 2017 and $300ildan of 4.00% Senior Notes due 2042 issued onddguer 4, 2012. The Company has
been able to arrange sufficient short-term borrgvgapacity at reasonable rates, and the Compangufificient total available borrowing
capacity to fund its current operating needs. Nefrating cash improved $100.0 million in the fsst months of 2013 to a cash source of
$302.1 million from a cash source of $202.1 millinr012 primarily due to an increase in net incah§45.4 million , improved working
capital management, and a payment to the IRS &@2@11 ESOP settlement of $59.1 million in thet fipsarter of 2012 partially offset by a
payment to the ESOP for the 2012 DOL settleme®86t0 million in the first quarter of 2013.

Consolidated net sales increased 5.5 percent isettend quarter of 2013 to $2.714 billion from $3.Billion in the second quarter of 2012,
and increased 3.6 percent in the first six monft043 to $4.881 billion from $4.709 billion in thiest six months of 2012 due primarily to
higher paint sales volume in our Paint Stores Gr@gmsolidated gross profit as a percent of codatéid net sales increased in the second
quarter to 45.5 percent from 44.7 percent in 20iRiacreased to 45.0 percent from 43.8 percertarfitst six months due primarily to
increased paint volume, improved operating efficieand selling price increases. Selling, generdladministrative expenses (SG&A)
decreased as a percent of consolidated net sad®s8gercent from 31.5 percent in the second guaft2012 and decreased to 33.1 percent
from 33.3 percent in the first six months due prilyao increased sales partially offset by newstopenings and acquisitions. Interest
expense increased $4.8 million in the second quan# $9.8 million in the first six months of 20d3e to increased long-term debt balances.
The effective income tax rate for the second quaft@013 was 32.5 percent compared to 30.5 peine2@12 , and the rate for the first six
months of 2013 was 32.0 percent compared to 3@¢pein 2012 . Diluted net income per common shareased to $2.46 per share for the
second quarter of 2013 from $2.17 per share aggmand increased to $3.57 per share from $3.18haee in the first six months .

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

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

A comprehensive discussion of the Company’s ctiicaounting policies and management estimatesigmificant accounting policies
followed in the preparation of the financial stats is included in Management’s Discussion andysigof Financial Condition and
Results of Operations and in Note 1, on pages #figfh 51, in the Company’s Annual

18




Report on Form 10-K for the year ended DecembePB12 . There have been no significant changestinat accounting policies,
management estimates or accounting policies folibsiece the year ended December 31, 2012 .

FINANCIAL CONDITION, LIQUIDITY AND CASH FLOW
Overview

The Company’s financial condition, liquidity andstaflow continued to be strong through the firgtreionths of 2013 primarily due to
improving domestic architectural paint demand. Wetking capital increased $1.283 billion at June A3 compared to the end of the
second quarter of 2012 due to an increase in aasleash equivalents and a decrease in short-temmovidogs. Cash and cash equivalents
increased $694.5 million , accounts receivabledased $61.8 million , inventories decreased $4@l®mand all other current assets
increased $8.8 million . Short-term borrowings éesed $554.3 million while accounts payable in@e&i5.3 million and all other current
liabilities decreased $25.3 million from June 3012 . Net working capital increases were impactéudarily by cash proceeds of long-term
debt acquired during the fourth quarter of 2012réased sales, and decreased short-term borrowedsnThe Company continues to
maintain sufficient short-term borrowing capacity@asonable rates, and the Company has sufficésfit on hand and total available
borrowing capacity to fund its current operatinga® In the first six months of 2013, accounteirable and inventories increased $331.7
million when normal seasonal trends typically reguignificant growth in these categories. Accoymatgable increased $194.5 million ,
primarily due to the seasonal increase in neew@wking capital, while short-term borrowings desed $18.4 million and all other current
liabilities decreased $85.0 million , primarily digea payment to the ESOP for the 2012 DOL settigroB$80.0 million and timing of
accrued expense payments. The Company'’s currémtwas 1.70 at June 30, 2013 compared to 1.04ret 30, 2012 and 1.68 at

December 31, 2012 . Total debt at June 30, 20k8ased $440.4 million to $1.685 billion from $1.2#Bion at June 30, 2012 and increased
as a percentage of total capitalization to 47.4¢rerfrom 44.7 percent at the end of the secondeuast year. Total debt decreased $19.6
million from December 31, 2012 and decreased as@eptage of total capitalization from 48.8 perceit June 30, 2013 , the Company had
remaining borrowing ability of $2.277 billion . Neperating cash improved $100.0 million in thetfsix months of 2013 to a cash source of
$302.1 million from a cash source of $202.1 millinrR012 . In the twelve month period from July2012 through June 30, 2013, the
Company generated net operating cash of $987.®milincluding a payment to the ESOP for the 2D0OL settlement of $80.0 million in
the first quarter of 2013, used $379.7 millionnmesting activities, and generated $85.8 milliofimancing activities. In that same period, the
Company invested $159.3 million in capital addifi@nd improvements, invested $60.2 million in asitfons, had net proceeds from total
debt of $432.6 million , purchased $427.7 milliartrieasury stock and paid $183.8 million in cashdginds to its shareholders of common
stock.

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

Cash and cash equivalents decreased $121.5 milliong the first six months of 2013 . Cash and @hivalents on hand funded cash
requirements for increased sales and normal selasoneases in working capital, capital expendisupé$72.1 million , payments of cash
dividends of $103.3 million , treasury stock purebsof $232.5 million , and net payments made ng-term debt of $0.9 million . At

June 30, 2013, the Company'’s current ratio wa@ éompared to 1.68 at December 31, 2012 and ly@4rmago. The increase from a year
ago was primarily due to a significant increasedsah and cash equivalents resulting from procesmsved from issuance of long-term debt
during the fourth quarter of 2012 and a decreashant-term borrowings.

Goodwill and intangible assets decreased $20.1omifrom December 31, 2012 and increased $46.3omifftom June 30, 2012 . The net
decrease during the first six months of 2013 wasmghimarily to amortization of $14.1 million . Tinet increasever the twelve month peric
from June 30, 2012 resulted from acquisitions ef.@6nillion , capitalization of software of $4.7Ilmn and foreign currency translation of
$9.8 million partially offset by amortization of 82 million and impairments of $4.1 million . SeetN 4, on pages 52 to 53, in the
Company’s Annual Report on Form 10-K for the yaadlesd December 31, 2012 for more information coringrgoodwill and intangible
assets.

Deferred pension assets increased $1.1 milliomdutie first six months of 2013 and increased $i@lon from June 30, 2012 . The
increase in the last twelve months was due prim#wiincreases in the fair market value of equégusities held by the Company’s defined
benefit pension plans. See Note 6, on pages 58,tim 6he Company’s Annual Report on Form 10-Ktfoe year ended December 31, 2012
for more information concerning the Company’s bén@én assets.

Other assets at June 30, 2013 increased $13.8miitlithe first six months of 2013 , due primatiyincreased investments in affordable
housing and historic renovation real estate praggeeiong with increases in various other investsyeaand decreased $14.8 million from a
year ago due primarily to decreases in investmardaffordable housing and historic renovation esthte propertie:
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Net property, plant and equipmedecreased $13.7 million in the first six month2013 and increased $13.8 million in the twelve rhent
since June 30, 2012 . The decrease in the firsheixths was primarily due to depreciation experisk?8.3 million , sale or disposition of
fixed assets of $1.4 million and changes in curyaranslation rates of $7.5 million partially offd®y capital expenditures of $72.1 million .
Since June 30, 2012 , capital expenditures of 1&@lion , acquisitions of $7.7 million and charsge currency translation rates of $7.4
million were partially offset by depreciation exgerof $155.0 million and dispositions or sale aeds with remaining net book value of $5.5
million . Capital expenditures during the first shonths of 2013 primarily represented expenditassociated with improvements and normal
equipment replacement in manufacturing and distivbifacilities in the Consumer Group and normalipment replacement in the Paint
Stores and Global Finishes Groups.

There were no borrowings under the Company’s damesinmercial paper program outstanding nor cextéier short-term revolving and
letter of credit agreements at June 30, 2013 .t88on borrowings outstanding under various forgggograms at June 30, 2013 were $50.7
million with a weighted average interest rate & Rercent . The Company had unused capacity ob$b0lion at June 30, 2013 under the
commercial paper program that is backed by the Gayip revolving credit agreement. On March 18, 2@8rwinWilliams Canada, Inc.,
wholly owned subsidiary of the Company, increasedlaggregate amount of its existing credit factityCAD 150 million. The credit facility
is being used for general corporate purposes,dirodurefinancing indebtedness and for acquisitidigere were no significant changes in
long-term debt during the second quarter of 2088e Note 7, on pages 62 through 63, in the Compaiiynual Report on Form 10-K for the
year endeDecember 31, 2012 for more information concernirg@ompany’s debt.

Long-term liabilities for postretirement benefither than pensions did not change significantlynfidecember 31, 2012 and increased $21.4
million from June 30, 2012 . The increase in thility was due to the increase in the actuaridiermined postretirement benefit obligation
resulting from changes in actuarial assumptionsuaridvorable claims experience. See Note 6, ongpagdo 62, in the Company’s Annual
Report on Form 10-K for the year ended DecembeRB12 for more information concerning the Comparggefit plan obligations.

Other long-term liabilities at June 30, 2013 insexh$7.2 million in the first six months of 2013Jancreased $0.4 million from a year ago
primarily due to acquisitions.

EnvironmentalRelated Liabilities

The operations of the Company, like those of otloenpanies in the same industry, are subject touariederal, state and local environme
laws and regulations. These laws and regulatiohsmg govern current operations and products atat 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. Managerbetlieves that the Company conducts its operatioesmpliance with applicable
environmental laws and regulations and has impléeaevarious programs designed to protect the enwiemt and promote continued
compliance.

Depreciation of capital expenditures and other agps related to ongoing environmental compliancasores were included in the normal
operating expenses of conducting business. The @oygpcapital expenditures, depreciation and ogixeenses related to ongoing
environmental compliance measures were not materthe Company financial condition, liquidity, cash flow or rd&iof operations durir
the first six months of 2013 . Management doesrptct that such capital expenditures, depreciaimhother expenses will be material to
the Company’s financial condition, liquidity, caftw or results of operations in 2013 .

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

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

regarding each site. The Company accrues a spesiiimated amount when such an amount and a tameefin which the costs will be
incurred can be reasonably determined. If the é&t#hate of costs can only be identified as a ramgkeno specific amount within that range
can be determined more likely than any other amuaithiin the range, the minimum of the range is aedrby the Company in accordance
with applicable accounting rules and interpretatiothe Company continuously assesses its potdiatidity for investigation and
remediation activities and adjusts its environmiergkated
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accruals as information becomes available upontwmore accurate costs can be reasonably estinftddne 30, 2013 and 2012 , the
Company had accruals for environmental-relatedriéiets of $110.9 million and $126.8 million , regpigely.

Due to the uncertainties of the scope and magnibfidentamination 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 mayelsessary not only on such sites but on adjagepepties. Depending on the extent of the
additional investigations and remedial actions ssagy, the Company’s ultimate liability may resaltosts that are significantly higher than
currently accrued. If the Company’s future losstomency is ultimately determined to be at the maxin of the range of possible outcomes
for every site for which costs can be reasonaltiyneged, the Company’s aggregate accruals for enmiental-related activities would be
$85.6 million higher than the accruals at June280,3 .

Two of the Company’s currently and formerly owné@eésaccounted for the majority of the accrualseiovironmental-related activities and
the unaccrued maximum of the estimated range dfilplesoutcomes at June 30, 2013 . At June 30, 28%8.5 million , or 52.8 percent ,
related directly to these two sites. Of the aggieegaaccrued exposure at June 30, 2013, $56.@mijlbr 66.1 percent , related to the two
sites. While environmental investigations and reiaegttions are in different stages at these sitdditional investigations, remedial actions
and/or monitoring will likely be required at eadtesA comprehensive description of the two curdseand formerly owned sites that account
for the majority of the accruals for environmentalated activities is included in Management’s D&gion and Analysis of Financial
Condition and Results of Operations in the Compayinual Report on Form 10-K for the year endeddbdmer 31, 2012 . There have been
no significant changes in the investigative or rdialestatus of the two sites since December 312201

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

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

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

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

Contractual Obligations, Commercial Commitments akdarranties

Short-term borrowings decreased $18.4 million t6.%5nillion at June 30, 2013 from $69.0 millionzcember 31, 2012 . Total long-term
debt decreased $1.3 million to $1.635 billion ate)80, 2013 from $1.636 billion at December 31,284d increased $994.7 million from
$639.8 million at June 30, 2012 . See the Finar@addition, Liquidity and Cash Flow section of théport for more information. There have
been no other significant changes to the Comparorisractual obligations and commercial commitmémtiie second quarter or the first six
months of 2013 as summarized in Management's Disonsnd Analysis of Financial Condition and ResultOperations in the Company’s
Annual Report on Form 10-K for the year ended Ddman31, 2012 .

Changes to the Company’s accrual for product wéyrelaims in the first six months of 2013 are diseld in Note 5.
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Contingent Liabilities

Life Shield Engineered Systems, LLC (Life Shielawholly-owned subsidiary of the Company, ceasedatjpons in 2012. Life Shield
developed and manufactured blast and fragment atiitigy Systems. The blast and fragment mitigatirgiesyis create a potentially higher le

of product liability for the Company (as an ownéand supplier to Life Shield) than is normally esisited with coatings and related products
currently manufactured, distributed and sold byGloenpany.

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

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

Litigation

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

Lead pigment and lead-based paint litigationThe Company’s past operations included the manufaend sale of lead pigments and lead-
based paints. The Company, along with other congsais and has been a defendant in a number dfdegzeedings, including individual
personal injury actions, purported class actiond,actions brought by various counties, citiespstidistricts and other government-related
entities, arising from the manufacture and sallead pigments and lead-based paints. The plaintitiéms have been based upon various
legal theories, including negligence, strict liétijlbreach of warranty, negligent misrepresentetiand omissions, fraudulent
misrepresentations and omissions, concert of aatieit conspiracy, violations of unfair trade ptige and consumer protection laws,
enterprise liability, market share liability, publuisance, unjust enrichment and other theories.plaintiffs seek various damages and relief,
including personal injury and property damage, £osfating to the detection and abatement of leesth paint from buildings, costs
associated with a public education campaign, méticaitoring costs and others. The Company is aldefendant in legal proceedings
arising from the manufacture and sale of non-leagktd paints that seek recovery based upon vaggastheories, including the failure to
adequately warn of potential exposure to lead dusunface preparation when using non-lead-based paisurfaces previously painted with
lead-based paint. The Company believes that tigatibn brought to date is without merit or subject
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meritorious defenses and is vigorously defendirghditigation. The Company has not settled any lgigdhent or lead-based paint litigation.
The Company expects that additional lead pigmedti@ad-based paint litigation may be filed agathstCompany 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 utétganay

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

Due to the uncertainties involved, management éblato predict the outcome of the lead pigmentlaad-based paint litigation, the number
or nature of possible future claims and proceediagthe effect that any legislation and/or adnimatéve regulations may have on the
litigation or against the Company. In addition, mgement cannot reasonably determine the scopeairrarof the potential costs and
liabilities related to such litigation, or resuliifrom any such legislation and regulations. Then@any has not accrued any amounts for such
litigation. With respect to such litigation, inclag the public nuisance litigation, the Companysinet believe that it is probable that a loss
has occurred, and it is not possible to estimaeadhge of potential losses as there is no priiohyi of a loss of this nature and there is no
substantive information upon which an estimate ¢t based. In addition, any potential liabilitpttmay 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, dteethe uncertainties associated with the amouangfsuch liability and/or the nature of any
other remedy which may be imposed in such litigatamy potential liability determined to be attitidble to the Company arising out of such
litigation may have a material adverse effect am@ompany’s results of operations, liquidity orafiitial condition. An estimate of the
potential impact on the Company’s results of openat liquidity or financial condition cannot be deadue to the aforementioned
uncertainties.

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

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

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

The Santa Clara County, California proceeding wi#gted in March 2000 in the Superior Court of State of California, County of Santa
Clara. In the original complaint, the plaintiffssasted various claims including fraud and conceatirsdrict product liability/failure to warn,
strict product liability/design defect, negligencegligent breach of a special duty, public nuisapecivate nuisance, and violations of
California’s Business and Professions Code. A nurobthe asserted claims were resolved in favahefdefendants through pre-trial
proceedings. The named plaintiffs in the Fourth Adexl Complaint, filed on March 16, 2011, are then@@s of Santa Clara, Alameda, Los
Angeles, Monterey, San Mateo, Solano and Venturétlae Cities of Oakland, San Diego and San FraaciBhe Fourth Amended Compla
asserts a sole claim for public nuisance, alletjrag 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&lleged public nuisance that exists within the
plaintiffs’ jurisdictions. A trial commenced on Jul5, 2013.

Litigation seeking damages from alleged personal injury . The Company and other companies are defendantsumaer of legal proceedings
seeking monetary damages and other relief frongedl@ersonal injuries. These proceedings incluaiensl by children allegedly injured fro
ingestion of lead pigment or lead-containing paitdims for damages allegedly incurred by the ¢hiltk parents or guardians, and claims for
damages allegedly incurred by professional paintiomgractors. These
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proceedings generally seek compensatory and pardéwmages, and seek other relief including medicelitoring costs. These proceedings
include purported claims by individuals, groupsnafividuals and class actions.

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

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

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

Department of Labor (DOL) leveraged ESOP settlementAs previously disclosed in the Company's Annuald@epn Form 10-K for the
fiscal year ended December 31, 2012, on Februgrg@IB, the Company reached a settlement with Bk &f the DOL's investigation of
transactions related to the Company's ESOP that ingylemented on August 1, 2006 and August 27, 2088 DOL had notified the
Company, among others, of potential enforcemeinslasserting breaches of fiduciary obligations smaght compensatory and equitable
remedies. The Company resolved all ESOP relatehglaith the DOL by agreeing, in part, to make a-time payment of $80.0 million to
the ESOP, resulting in a $49.2 million after tam@e to earnings in the fourth quarter of 2012. Thenpany made this requir&80.0 millior
payment to the ESOP during the first quarter of201

Import duty assessment settlemenDuring the second quarter of 2013, the Companyrdezba charge of $11.8 million to Cost of goods
sold due to an assessment as a result of auditglitrby the Brazilian government related to thedtiag of import duties on products brouy
into the country for the years 2006 through 20@8ulting in an after-tax charge of $8.4 millionheTCompany elected to accept a voluntary
amnesty program offered by the government to resthiis issue rather than incur significant leggdenses to contest the assessment in court
The Company's import duty processes were changgidrieg in 2009, however, years subsequent to 200tin open to audit. No additio
accruals for potential assessments have been extord
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Shareholder’ Equity

Shareholders’ equity increased $75.7 million t8B8$8.billion at June 30, 2013 from $1.792 billiorDecember 31, 2012 and increa$828.:
million from $1.539 billion at June 30, 2012 . Tinerease in Shareholders’ equity for the firstrsianths of 2013 resulted primarily from net
income of $373.5 million and an increase in Ottagital of $99.3 million , resulting primarily frostock option exercises, partially offset by
purchases of treasury stock of $232.5 million hadisidends paid on common stock of $103.3 milli@nd an increase in Cumulative other
comprehensive loss of $42.6 million . Since June2BA2 , net income of $676.5 million and an inseein Other capital of $343.9 million
more than offset purchases of treasury stock f@7&million , cash dividends paid on common stot%183.8 million and an increase in
Cumulative other comprehensive loss of $63.7 mlliotwelve months. During the first six months26f13 , the Company purchased 1.30
million shares of its common stock for treasurygmses through open market purchases. The Compaolygsed 2.60 million shares of its
common stock since June 30, 2012 for treasury.ddmpany acquires its common stock for general aatpgurposes, and depending on its
cash position and market conditions, it may acqadfditional shares in the future. The Company leathining authorization at June 30, 2013
to purchase 15.15 million shares of its commonksté¢ a meeting held on February 13, 2013, the BadiDirectors increased the quarterly
cash dividend from $.39 per common share to $.5@@@mon share. This quarterly dividend will resnlan annual dividend for 2013 of
$2.00 per common share or a 33.2 percent payd@H? diluted net income per common share.

Cash Flow

Net operating casimproved $100.0 million in the first six months2913 to a cash source of $302.1 million from a camlrce of $202.1
million in 2012 primarily due to an increase in imetome of $45.4 million , improved working capitaknagement, and a payment to the IRS
for the 2011 ESOP settlement of $59.1 million ie finst quarter of 2012 partially offset by a payrm® the ESOP for the 2012 DOL
settlement of $80.0 million in the first quarter2if13. Net investing cash usage increased $371®mih the first six months of 2013 to a
usage of $127.4 million from a usage of $90.1 willin 2012 primarily due to increased cash useather investments. Net financing cash
decreased $200.8 million to a usage of $296.8anilin the first six months of 2013 from a usag&®5.9 million in 2012%rimarily due to ne
decreases in short-term borrowings of $277.6 mildod decreased proceeds from stock options egdrofs$47.6 million in the first six
months of 2013 partially offset by decreases iaduwey stock purchases of $130.1 million . In thelta® month period from July 1, 2012
through June 30, 2013, the Company generatedpeeating cash of $987.8 million , including a payti® the ESOP for the 2012 DOL
settlement of $80.0 million in the first quarter2i13, used $379.7 million in investing activitiagd generated $85.8 million in financing
activities. In that same period, the Company iree$t159.3 million in capital additions and improwarts, invested $60.2 million in
acquisitions, made net payments on total debt 82%4million , purchased $427.7 million in treasstgck and paid $183.8 million in cash
dividends to its shareholders of common stock.

Market Risk

The Company is exposed to market risk associattddimterest rate, foreign currency and commoditigtilations. The Company occasionally
utilizes derivative instruments as part of its @kefinancial risk management policy, but does me¢ derivative instruments for speculative or
trading purposes. In the first six months of 2018, Company entered into forward currency exchaogéracts with maturity dates of less
than twelve months to hedge against value chamgieseign currency. The Company believes it magxgosed to continuing market risk
from foreign currency exchange rate and commoditedfluctuations. However, the Company does npeekthat foreign currency exchar
rate and commodity price fluctuations or hedgingtcact losses will have a material adverse effadhe Company'’s financial condition,
results of operations or cash flows.

Financial Covenant

Certain borrowings contain a consolidated levei@genant. The covenant states the Company'’s legesd® is not to exceed 3.00 to 1.00.
In connection with the new credit facility enteiiatb on July 8, 2011, the leverage ratio for tlzailfty was increased to 3.25 to 1.00. The
leverage ratio is defined as the ratio of totakimgdness (the sum of Short-term borrowings, Cupgertion of long-term debt and Long-term
debt) at the reporting date to consolidated “EarmiBefore Interest, Taxes, Depreciation, and Aratittn” (EBITDA) for the twelve month
period ended on the same date. Refer to the “Restudperations” caption below for a reconciliat@mEBITDA to Net income. At June 30,
2013, the Company was in compliance with the cameriThe Company’s Notes, Debentures and revolsiadit agreements contain various
default and cross-default provisions. In the esfrtefault under any one of these arrangementsjexation of the maturity of any one or
more of these borrowings may result. See Note Pawe 62 and 63, in the Company’s Annual Repofam 10-K for the year ended
December 31, 2012 for more information concernirg@ompany’s debt and related covenant.

25




RESULTS OF OPERATIONS

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

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

2013 2012 Change 2013 2012 Change
Net Sales:
Paint Stores Group $ 1,606,500 $ 1,488,10 8C% $ 2,77444 $ 2,611,18 6.2%
Consumer Group 393,66( 397,74¢ -1.C% 702,24( 718,12: -2.2%
Global Finishes Group 513,52 498,69: 3.C% 1,000,34. 981,76¢ 1.€%
Latin America Coatings Group 198,99: 187,28: 6.2% 401,62 395,87 1.5%
Administrative 1,20¢ 1,19(C 1.2% 2,40: 2,41¢ -0.E%
Total $ 2,713,88 $ 2,573,02 5E% $ 4,881,055 $ 4,709,36! 3.€%
(Thousands of dollars) Three Months Ended Six Months Ended

June 30, June 30,

2013 2012 Change 2013 2012 Change
Income Before Income Taxes:
Paint Stores Group $ 332,97. $ 266,98. 24.7% $ 462,68' $ 379,69: 21.¢%
Consumer Group 79,04: 80,75 -2.1% 133,01 136,06 -2.2%
Global Finishes Group 54,46 48,03: 13.4% 88,39 76,66¢ 15.2%
Latin America Coatings Group 85€ 9,281 -90.£ % 21,69¢ 29,16¢ -25.€ %
Administrative (86,44%) (77,249 -11.¢% (156,519 (151,479 -3.2%
Total $ 380,88: $  327,80: 16.2% $ 549,26t $  470,11¢ 16.€ %

Consolidated net sales increased in the secondequend first six months of 2013 due primarily fgher paint sales volume in our Paint
Stores Group.

Net sales of all consolidated foreign subsidiaweseup 8.1 percent to $531.6 million in the quarter apd.5 percent to $1.048 billion in the
first six months versus $491.9 million and $993i8iom in the same periods last year. The incraaseet sales for all consolidated foreign
subsidiaries in the quarter was due primarily tguésitions, which increased net sales 3.8 percetité quarter, and selling price increases
partially offset by a 1.2 percent negative impddbeeign currency translation rate changes. Tloegiase in the first six months was due
primarily to acquisitions, which increased net salé percent in the first six months , and selpinige increases partially offset by a 2.5
percent negative impact of foreign currency tratitterate changes. Net sales of all operationsrdtfas consolidated foreign subsidiaries
were up 4.9 percent to $2.182 billion in the quaated up 3.1 percent to $3.833 billion in the fgst months as compared to $2.081 billion
and $3.716 billion in the same periods last year.

Net sales in the Paint Stores Grdncreased in the second quarter and first six nsxhile primarily to higher architectural paint saletume.
Net sales from stores open for more than twelventidr monthincreased 7.0 percent in the quarter and incréadgepercent in the first six
months compared to last year's comparable peribatsl paint sales volume percentage increases égdek).0 percent for the quarter and
first six months as compared to last year's comparperiods. Sales of non-paint products increagetD.4 percent over last year's second
quarter and increased by 8.2 percent over lastsyfiat six months . A discussion of changes ilue versus pricing for sales of products
other than paint is not pertinent due to the wiskoament of general merchandise sold. Net saldedfonsumer Group decreased in the
second quarter and first six months , due primaaillower volume sales to most of the Group's ret&stomers and the previously disclosed
elimination of a portion of a paint program wittaage retail customer partially offset by acqudits. Net sales in the Global Finishes Group
stated in U.S. dollars increased in the secondtguand first six months , due primarily to sellipgce increases and acquisitions.
Acquisitions increased net sales in U.S. dollard 2ypercent and 1.1 percent for the second quamtifirst six months , respectively, which
offset the impact of unfavorable currency translatiate changes in the quarter and first six monhhet sales in the Latin America Coatings
Group stated in U.S. dollars increased in the sgcurarter and first six months , which can prinyaloé attributed to selling price increases
and higher paint sales volume partially offset bfaworable currency translation rate changes. @uyréranslation rate changes decreased ne
sales by 2.8 percent in the quarter and 4.8 pemedhe first six months . Net sales in the Admiraive segment, which primarily consist of
external
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leasing revenue of excess headquarters spaceasidgef facilities no longer used by the Companigd primary business, were essentially
flat in the second quarter and first six months .

Consolidated gross profit increased $83.0 milliothie second quarter and increased $136.0 miltidhe first six months of 2013 compared
to the same periods in 2012 . As a percent of satesolidated gross profit increased to 45.5 pdricethe quarter from 44.7 percent in the
second quarter of 2012 and improved to 45.0 peiioghe first six months of 2013 from 43.8 perchast year. The percent to sales and dollar
increases were primarily due to increased paietssablume and selling price increases.

The Paint Stores Group’s gross profit was highan tlast year by $83.0 million in the second quaatet was higher than last year by $120.6
million in the first six months due to increasednpaales volume. The Paint Stores Group’s grostpnargins were highdn the quarter ar
first six months compared to the same periodsyleat. The Consumer Group’s gross profit decreage®Db! million in the quarter and
increased by $2.5 million in the first six monthslayross profit margins increased as a percerdle$ $or the second quarter and first six
months compared to the same periods last year plyndlae to improved operating efficiencies. Theokdl Finishes Group’s gross profit
increased $8.6 million in the second quarter aoceimsed $22.3 million in the first six months conagieto the same periods last year, when
stated in U.S. dollars, due primarily to sellingcprincreases, acquisitions and improved operatifigencies partially offset by unfavorable
currency translation rate changes. The Global RessGroup’s gross profit margins were up as a peéafesales in the quarter and first six
months compared to last year primarily due tosglprice increases and improved operating effiéesndhe Latin America Coatings
Group’s gross profit decreased by $9.2 millionhia second quarter and $10.0 million in the firstrsdbnthsfrom the same periods in the pr
year, when stated in U.S. dollars, primarily dua overnment import duty assessment related t®rarilian operations and unfavoral
currency translation rate changes partially offgeselling price increases. Charges of $11.8 mmillicere recorded to cost of goods sold due to
an assessment brought by the Brazilian governnedated to the handling of import duties on prodictsught into the country for the years
2006 through 2008. The Company elected to accepluamtary amnesty program offered by the governn@nésolve this issue rather than
incur significant legal expenses to contest iti@ tourts. The Latin America Coatings Group’s gposdit margins were down as a percent of
sales for the second quarter and first six monshsoapared to the same periods last year for tese reasons. The Administrative
segment’s gross profit increased by an insignifieanount in the second quarter and first six montmpared to the same periods last year.

Selling, general and administrative expenses (SGi&éjeased $26.9 million in the second quarterinoteased $47.9 million in the first six
months of 2013 versus last year due primarily tvéased expenses to support higher sales levelseam#w store openings. As a percent of
sales, consolidated SG&A decreased to 30.8 pencehé quarter and decreased to 33.1 percent ifirftesix months from 31.5 perceintthe
second quarter and 33.3 percent in the first sintioof 2012 due to higher sales levels and gopérese control.

The Paint Stores Group’s SG&A increased $16.7 onilln the second quarter and increased $36.4 miltidhe first six monthdue primarily
to net new store openings and general comparaiie skpenses to support higher sales levels. Theuoer Group’s SG&A was up $1.1
million in the quarter and increased $5.1 milliorthe first six months compared to the same petegtsyear primarily due to acquisitions.
The Global Finishes Group’s SG&A decreased $1.Haniin the quarter due to good expense contral,inoreased $1.1 million in the first
six months primarily due to acquisitions. The Laiimerica Coatings Group’s SG&A increased $3.4 willin the second quarter and
increased $0.3 million in the first six months pairiy due to currency translation rate changes. Atiministrative segment’'s SG&A
increased by $6.9 million in the second quarterianceased $5.0 million in the first six monthsnpairily due to acquisition due diligence
efforts and information systems costs.

Other general expense—net decreased $2.6 millitmeisecond quarter and decreased by $3.7 millidine first six months . The decrease
the quarter was primarily due to decreased prowssfor environmental expenses in the Administrasiegment. The decrease in the first six
months was primarily due to decreased provisiongfiwironmental expenses and a current perioddostisposal of assets versus prior
period gain on disposal of assets both in the Agstrative segment.

Other income—net decreased $0.8 million in the séauarter and decreased $3.1 million in the §isstmonths primarily due to increased
foreign currency losses partially offset by incezhmiscellaneous income both primarily impacting &lobal Finishes and Latin America
Coatings Groups.

Consolidated income before income taxes increaS8dL$nillion in the second quarter and increasedl Zmillion in the first six months of
2013 due to higher segment profits in Paint StaresGlobal Finishes Groups partially offset by lowegment profits in the Consumer and
Latin America Coatings Groups and increased exxinsithie Administrative segment.

The effective income tax rate of 32.5 percent lier $econd quarter of 2013 was higher than the@@dent effective income tax rate for the
second quarter of 2012 due primarily to the timifigliscrete items. The effective income tax rat820D
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percent for the first six months of 2013 was higiran the 30.2 percent effective income tax ratetfe first six months of 201@ue primarily
to the timing of discrete items.

Net income for the quartincreased $29.5 million to $257.3 million from $22illion in the second quarter of 2012 and insezh$45.4
million to $373.5 million from $328.0 million in #hfirst six months of 2012 . Diluted net income pemmon share increased 13.4 percent
from $2.17 per share in the second quarter of 2082.46 per share in the second quarter of 28i8yding second quarter charges of $.08
per share resulting from the government import dsisessment related to our Brazilian operatioristdai net income per common share
increased percent from $3.13 in the first six memth2012 to $3.57 in the first six months of 2018cluding second quarter charges of $.08
per share resulting from the government import dssessment related to our Brazilian operations.

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

(Thousands of dollars) Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
Net income $ 257,28 $ 227,81 $ 373,47. $ 328,02
Interest expense 15,06¢ 10,23( 30,38( 20,567
Income taxes 123,59° 99,99( 175,79¢ 142,08
Depreciation 39,40¢ 37,62¢ 78,30 75,507
Amortization 6,46 6,36 14,12 12,96:
EBITDA $ 441,828 $ 382,02( $ 672,07¢ $ 579,15!
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFO RMATION

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

Readers are cautioned not to place undue reliamegy forward-looking statements. Forward-lookitagements are necessarily subject to
risks, uncertainties and other factors, many ofcWlire outside the control of the Company, thatcdcoause actual results to differ materially
from such statements and from the Compamystorical results and experience. These rigksgtiainties and other factors include such th
as: (a) the duration and severity of the curregatige global economic and financial conditiong;dbneral business conditions, strengths of
retail and manufacturing economies and the gromwthé coatings industry; (c) competitive factongluding pricing pressures and product
innovation and quality; (d) changes in raw mateaia energy supplies and pricing; (e) changesarCibmpanys relationships with custom
and suppliers; (f) the Company’s ability to attagst savings from productivity initiatives; (g) tBG@mpany’s ability to successfully integrate
past and future acquisitions into its existing a@piens, including the planned acquisition of Coraer the recent acquisitions of Leighs
Paints, Geocel and Jiangsu Pulanna, as well geetfiermance of the businesses acquired; (h) risllsuacertainties associated with the
Company’s ownership of Life Shield Engineered Syst& LC; (i) changes in general domestic economi@d@mns such as inflation rates,
interest rates, tax rates, unemployment ratesghiigibor and healthcare costs, recessions, andjictggpgovernment policies, laws and
regulations; (j) risks and uncertainties associatigthl the Company’s expansion into and its operetim Asia, Europe, Mexico, South
America and other foreign markets, including gehecanomic conditions, inflation rates, recessidoggign currency exchange rates, foreign
investment and repatriation restrictions, legal egllatory constraints, civil unrest and otheeexal economic and political factors; (k) the
achievement of growth in foreign markets, such a®AEuUrope, Mexico and South America; (I) increghbi stringent domestic and foreign
governmental regulations including those affectieglth, safety and the environment; (m) inheregetainties involved in assessing the
Company’s potential liability for environmental-aééd activities; (n) other changes in governmepudities, laws and regulations, including
changes in accounting policies and standards aatida requirements (such as new tax laws and meevised tax law interpretations);

(o) the nature, cost, quantity and outcome of pemdid future litigation and other claims, incluglthe lead pigment and lead-based paint
litigation, and the effect of any legislation ardhanistrative regulations relating thereto; andyplusual weather conditions.

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

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

and commodity price fluctuations. However, the Campdoes not expect currency translation, tramsactiommodity price fluctuations or
hedging contract losses to have a material adeffset on the Company’s financial condition, reswf operations or cash flows. There were
no material changes in the Company’s exposure taehask since the disclosure included in ManagetseDiscussion and Analysis of
Financial Condition and Results of Operations & @ompany’s Annual Report on Form 10-K for the yeaded December 31, 2012.
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Item 4. CONTROLS AND PROCEDURES

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

allow timely decisions regarding required discl@sur

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

Item 1. Legal Proceedings

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

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

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

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

Number of
Shares Number of
Purchased as Shares That
Total Average Part of a May Yet Be
Number of Price Publicly Purchased
Shares Paid Per Announced Under the
Period Purchased Share Plan Plan
April 1 - April 30
Share repurchase progréin 15,950,00
May 1 - May 31
Share repurchase prograth 750,000 $ 189.71 750,00( 15,200,00
Employee transaction® 28¢ 183.2¢ NA
June 1 - June 30
Share repurchase prograth 50,00 $ 176.0¢ 50,00( 15,150,00
Total
Share repurchase progrdth 800,00( $ 188.8t 800,00( 15,150,00
Employee transaction® 28¢ 183.2: NA

@ All shares were purchased through the Company’tighylannounced share repurchase program. The Coynipad remaining
authorization at June 30, 2013 to purchase 15,08G08ares. There is no expiration date specifiethisprogram. The Company intends
to repurchase stock under the program in the future

@  All shares were delivered to satisfy the exerciseegpand/or tax withholding obligations by employeeho exercised stock options or had
shares of restricted stock vest.
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Item 5._Other Information
During the fiscal quarter ended June 30, 2013 Atlndit Committee of the Board of Directors of therffpany approved permitted non-audit

services to be performed by Ernst & Young LLP, @wmpany’s independent registered public accourfiing These noraeudit services wel
approved within categories related to domesticsatyitax and tax compliance services and internatitax compliance.
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Item 6. Exhibits.

10 Amendment No. 1 to Stock Purchase Agreemetegddhune 24, 2013, by and among Avisep, S.A. de, Gherwin-Williams
(Caribbean) N.V. and the Company (filed herewith).

31(a) Rule 13a-14(a)/15d-14(a) Certification ofellixecutive Officer (filed herewith).
31(b) Rule 13a-14(a)/15d-14(a) Certification ofi€lrinancial Officer (filed herewith).
32(a) Section 1350 Certification of Chief Execati®fficer (filed herewith).

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

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.PRE  XBRL Taxonomy Extension Presentation LageDocument

101.CAL  XBRL Taxonomy Extension Calculation LinldeaDocument

101.LAB  XBRL Taxonomy Extension Label Linkbase Dament

101.DEF XBRL Taxonomy Extension Definition LinkleaBocument
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Signatures

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

THE SHERWIN-WILLIAMS COMPANY

July 24, 2013 By: /sl Allen J. Mistysyn
Allen J. Mistysyn
Vice President-Corporate Controller

July 24, 2013 By: /sl Catherine M. Kilbane
Catherine M. Kilbane
Senior Vice President, General
Counsel and Secretary
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Exhibit No. Exhibit Description

10 Amendment No. 1 to Stock Purchase Agreemetegddhune 24, 2013, by and among Avisep, S.A. de, Gherwin-Williams
(Caribbean) N.V. and the Company (filed herewith).

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

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

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

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

101.DEF XBRL Taxonomy Extension Definition LinkleaBocument
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EXHIBIT 10

AMENDMENT NO. 1 to STOCK PURCHASE AGREEMENT

This Amendment No. 1 to Stock Purchase Agreeméig {tAmendment”) dated June 24, 2013 is execl
by and among ()ion one side as sellers ()Avisep, S.A. de C.V. a company organized underdiws of Mexico (th
“ Primary Seller ), and (B) Bevisep, S.A. de C.V. a company organized urftetdaws of Mexico (each aSeller”
and, collectively, “Sellers”); and (i) on the other side as purchasers | Ahe Sherwinwilliams Company,
corporation incorporated under the laws of the éStd#t Ohio, U.S. (“Primary Purchaser ”), and ( B) Sherwin-
Williams (Caribbean) N.V., a corporation incorp@@tunder the laws of Curacao (each #&urchaser” and
collectively, “Purchasers” and, together with the Sellers, th@arties”).

WITNESSETH

WHEREAS, the Parties entered into that certain ISRurchase Agreement (theAgreement”) , datec
November 9, 2012, pursuant to which the Sellersedjto sell and the Purchasers agreed to purchadelse issue
and outstanding shares representing the capitEk sfoConsorcio Comex, S.A. de C.V. and Conaxe, 86AC.V.; an(

WHEREAS, the Parties desire to amend the Agreempemsuant to the terms set forth in
Amendment.

NOW, THEREFORE, in consideration of the premised ahthe mutual covenants and agreen
herein contained, the Parties, intending to belllebaund, agree as follows:

1. Section 2.2(apf the Agreement is hereby deleted and the follgwahall be inserted and substitt

therefore.
“On the terms and subject to the conditions of Agseement, Sellers agree to sell to Purchaser:
Purchaser agrees to purchase from Sellers, the§Haee and clear of any Liens, for a purchasee
of $1,871,935,132 (the Purchase Price”). The Purchase Price is subject to adjustment purga
Section 2.3”
2. Section 2.2(bdf the Agreement is hereby deleted and the follgvghall be inserted and substitt
therefore.

“At the Closing, Purchasers shall pay to Selleraarount equal to () $1,740,710,132 less_()ithe
Golden Parachute Obligations as a partial paymethieoPurchase Price (theClosing Payment”).
The Closing Payment shall be made by wire transfeimmediately available funds to an accc
designated by each of the Sellers in writing tocRasers at least three (3) Business Days pridne
Closing. The Closing Payment and any Purchase PAdpestment shall be allocated among Se
(with respect to their Shares in the Company) afoseh on_Exhibit B.”

3. Section 7.1(ii)(B)of the Agreement is hereby deleted and the follgwghall be inserted a
substituted therefore.

“the Closing Date shall not have occurred on oompid August 31, 2013 (theEnd Date”); provided,
that neither Party may terminate this Agreementsyamt to this Section 7.1(iij such Party is i
material breach of this Agreement;”




4. All capitalized terms used in this Amendment antldefined herein shall have the meaning ass
to such terms in the Agreement.

5. This Amendment may be executed in several countsyp@ach of which shall be deemed to b
original, and all of which together shall be deenbt@de one and the same instrument. Signed cowmtsrpf thi:
Amendment should be delivered by facsimile or lgnsed.pdf image.

6. THIS AMENDMENT AND THE LEGAL RELATIONS BETWEEN HE PARTIES HERET(
SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WH THE LAWS OF THE UNITEL
MEXICAN STATES, WITHOUT REGARD TO THE CONFLICT OFAWS RULES THEREOF.

IN WITNESS WHEREOF, Sellers and Purchasers exettuseAmendment as of the date first ak
written.

SELLERS
AVISEP, S.A. DE C.V.

By: /s/ Marcos Achar Levy
Title: Attorney-in-fact

BEVISEP, S.A. DE C.V.

By: /s/ David Achar Contreras
Title: Attorney-in-fact

PURCHASERS
The Sherwin-Williams Company

By: /s/ C.M. Connor
Name: C. M. Connor
Title: Chairman and Chief Executive Officer

Sherwin-Williams (Caribbean) N.V.

By: /s/ C.M. Connor
Name: C. M. Connor
Title: Director




EXHIBIT 31(a)

CERTIFICATION

I, Christopher M. Connor, certify that:

1.

2.

Date:

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

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

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

report;

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

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

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

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

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

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

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

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

July 24, 2013 /sl Christopher M. Connor
Christopher M. Connor
Chairman and Chief Executive Officer




EXHIBIT 31(b)

CERTIFICATION

I, Sean P. Hennessy, certify that:

1.

2.

Date:

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

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

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

report;

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

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

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

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

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

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

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

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

July 24, 2013 /sl Sean P. Hennessy
Sean P. Hennessy
Senior Vice President-Finance and
Chief Financial Officer




EXHIBIT 32(a)
SECTION 1350 CERTIFICATION

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

In connection with the Quarterly Report on FormQ®f The Sherwin-Williams Company (the "Companyg) the period ended
June 30, 2013 as filed with the Securities and Brgke Commission on the date hereof (the "RepdytOhristopher M. Connor, Chairman

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

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

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

Dated: July 24, 2013 /sl Christopher M. Connor
Christopher M. Connor
Chairman and Chief
Executive Officer

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

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



EXHIBIT 32(b)
SECTION 1350 CERTIFICATION

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

In connection with the Quarterly Report on FormQ®f The Sherwin-Williams Company (the "Companygi the period ended
June 30, 2013 as filed with the Securities and Brgke Commission on the date hereof (the "RepdrtSean P. Hennessy, Senior Vice
President~inance and Chief Financial Officer of the Compassrtify, pursuant to 18 U.S.C. Section 1350, agpéetl pursuant to Section 8
of the Sarbanes-Oxley Act of 2002, that:

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

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

Dated: July 24, 2013 /sl Sean P. Hennessy

Sean P. Hennessy

Senior Vice President-Finance and Chief
Financial Officer

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

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



