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Annual Mesting

The annual mesting of Sharchoiders will be heid & 10:00
AM., December 17, 1975, it the Sherston-Cleveland Hotel,
Public Square, Cleveland, Ohlo.

Annual Report on Form 10-K

The Company’s Anoual Report oa Form 10K, which will be
filed with the Securities and Exchangs Commission, will be
availabls w sharsholders wichout charge on request 1o

Tranefer Agents

The Cleveland Trem Compeny
Clawsiand, Ohis

The Chase Manbttan Bank, NA.,
New York, Now York

Roglstrars

The Clevelond Trwst Company
Cleveland, Ohio

The Qhese Manbotton Bank, N.A.
Now York, New York

Trustess

3.65% Debewures Dug 1992 & 9.45% Due 1999
The Cleveland Tromt Company

Clowgland, Ohie

6.25% Comversidle Subordinased Debenturia Dus 1993
Contnl Naticasl Bank of Clavelssd

Clavelend, Ohin
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Letter to Sharo;loldm

The twelve moaths of our fiscal year, from August, 1974
to Seprambee, 1975, were pechaps the worst twelve mooths
of ecomomic recession since the 1930°s. In this deteriorting
economic environment. our sales rose 10 & new high of
$366,853,000 or 8. 1% over fast fiscal year. However, in the
case of many products, the increased sales doliars were dus
“to price increases, with total unis sales actuaily below the
previous yesr. Even with these price incrasses, we were not
able to recover all of our rapidly rising costs of nw
materiasls, wages, salaries and energy. Operating marging
_ were lower than [ast year. Befors-tax income from
operations was off $21,409,000 or 29.9%. This was before
" corporate expeises which Wwere slightly lower then lsst yesr.
“An after-tax gein of $9,317,000 on the sale of owr titanium
dioxide operations increased our net profit 1o $28,588,000 or
'$5.11 per common share, compared 0 $5.24 par commos
share last year. The titsnium dioxide sale accoumted for
$1.73 per share eamnings in fiscal 1978,

The effects of the economic eavironment Were particulacly
noticeable in our large Costings Group. Sales dollars
advanced to $597,502.000 or 2 6.1% gain. However,
gallons of paint sold actually deopped by simost 12%. Most
of this was in Gnishes for consruction, maintesance and
durable goods — markets that were soft all ysar. Massive
hmmlmﬂnmnhﬁmnﬂklwﬂ&b
raise prices to cover increased costs.

Our program 10 increase retail sales continued o gain
momentum, evea in the face of siower consumer speading.
Retail sales in the Costings Group were up approximstely
18% for the year, well ahead of the industry experience and
retail sales in general. We continued to have
success in sutomotive refinishes with sales in that market
increasing by slightly more than 22%. The strategy to0
broaden otr market in decofating-related produces continued
nnmfmwudwhmlleoverinpudm
couribwn'ovn!ld.uwowmsda

On the 6.1% sales increase, the Coump anp )
before-tax operating profits dropped $5.2% to $18.436,000,

2

R -er-‘lﬁ.',‘ -‘?"--.-\

Hmuﬂbnvdmawhmsdammd
for more then $18,000,000 of the profit shonfall and
production cutbacks at the plants for over $6.000.000. We
have no indication that our mackst share hay become les,.
and it has increased ia retail and sutomotive refiishes. With
mmmmummnw
somewhst in fiscal 976, we feel it will be 2 much better
yesr for profies in coatings.

nthe Chemicals Group our sirategy of moving into speciaky
chemicals where we have panticular strengthe is succeeding. Ia
spite of a drop of 19.5% in tonoage sales of chemicals, dollar
sales wereup 10.68 10 $569,301,000 sad pre-tax profits were up
1.4% 10 $8,728,000. Demand was very low in the last haif of the
yoar but should strengthen as the cconomy improves and the
investory liguidation rutls its course.

In the Auxitiariss Oroup, inciuding Hadley Adhesives,
while there was some shifting arownd of demand during the
year, volume changes tended 10 offaet sach other. As a
result the group achieved a sales gain of 11.7% and 3
before-tax profit incresse of 16.0%.

Sprayon Products struggied throughout the year with
increasing material costs, lower consumer demand und the
ozone depletion controversy. Fortunately, most of the
products packaged by Sprayon use a propeifant other than
the fluorocarbom types isvoived in the controversy. The
subsidiary was sbis 10 schicve a sales gain of 17.3%, but
before-tax operating profit was 16.7% under last fiscal vear.

lmmmumm“gms

with a sales gain of 33.8%. However, pre-tax profits dropped
$907,000 o8 & resuk of sdverse cusrency exchange vates and
higher isvestment in deveioping new mackets.

The Sherwin-Willisms Company of Canada. Limited. had
sales of $54,148,000, an increase of 6.3%. As a measure of
their continuing improvesmeat, pre-tax operating profics wers
up 18.1%. Howover, the domestic company’s share of
pre-tax profies was $1,169,000, down 26.8%. This Jispany
came about becauss 3 nom-recurTing yain wis included 1n
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l?MmlumdnuMudmummcwmy
exchange rmes In 1978,

hmdumm«mmmy
deteriorating economic environment and the dissppointing
operating results for the year, we continued 10 pursue the
following strategies instituted a few years ago 10 assure the
- shoet and long-term healthy growth of your Company:

1. To move ot of businesses thae do mor fis inso our

long-term strategies. This was exemplified by the sale
of the titanium dioxide operations is October, 1974

and the asnounced sale of most of the msets of The

omwmcmhm 1973,

2. To*xmm mm We
Mmmmmmhmmu
other ia Toronto, Canada.

3. To build lerger, more cfficient plames for products thet

/it into our management know-how and rechmical
_expertise, The coastruction of the Richmond
~ awtomotive refinishes plant is on schedule, and we

‘ annousaced an opticn on laad in Hoarington, Indiasa,
23 & possible site for & new water-based paint plant
now on the drawisg boards. The projects to double our
capacicy in pers-cresol and saccherin sre moving
shead. Aa expansion and cost reduction project is
m-umm.mm

4 nmmmmmum
the related product lines sold through owr
 company-awned stores. We opeasd 8 pilot 27.000
" square foot Decorating World in Chariotte, North
Carolina, and are adding considerably more selling
floor spece in new and remodeled storns. Total retail
sales continue 1o climb rapidly, and sales of nos-paint
{itema in the Coatings Growp excesd $165,000,000.

3. To improve ihe financial strength of the Company. We
~issued $50,000,000 in new long-term debt in

T

Walter G, Sponger Wil C. Flas
hﬂd Mmm

Dwemur 1974 MWmmmdepluymol

assets, allowed us i increase our cument catio to .89

0 1, compared t0 2,75 0 [ tast yewr, Short-term

bosrowings were down $15.000.000 or 41%. Accounts

paysble were down $8,800,000 or 24%. Even with

much higher costs, inventories were up only 2%.

compared (0 last year's increase of 34%. Recewvahies

were actually down approximasely 2% in spite of an )
- 8.1% increase in sales. Capital expenditures increased .

to $27,900,000 o 36%.

8. To continue to employ our human assets more
tfficiemly. Sales per employee increased 10 $41.500
dhnhﬂndﬂinhhnrveym

Mhmmnummm
. Wiliiams Company will be well positioned to get a Targer
share of thoes expending marksts a3 an efficient prodiscer
and ¢ a flexible, innovative masrketer.

Having reached retiremest age, Mr. John D. Wright
reticed a8 » disector ia July, 1973 after 19 years of service
oa our Board. Ws will miss Mr. Wright's wise counsel bur
fesl forrunme in having Dr. Robert D. Buzzell, Professor of
Business Administration st the Harvacd University Graduate
School of Business Administration, as 8 new director.

We were saddesod by the desth of Mr. Asthue W.
Steudel, Honorary Director and former Chief Executive
Officer, who passed away in April, 1975, He served The
Sherwin-Williame Compeny &5 an active employee for 8
years and retired as & director in 1966. Mr, Steudel was
respousible for much of the success of the Company over

the last baif century.
3 AN
W/
Cleveland, Ohio President
October 24, 1975
3
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masd, Kentueky, plant. Seven 30,000 gillon and ten 20,000 gallon T sulometive reflalohes ¥ mabie
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Focus: Future
In troubled economic times, there is temptation 1o discontinue planned developmental
programs thal bring no immediae econromic gain. Yet. to abandon the future for the sake of the
present can be seif-defeating. One of the basic aims of any successtul enterprise must be to insuce
its own survival, Mcubeubedmbyrmlnupouloaonheummdemtglesonhe
business on the fusure. o
" This we have elected to do. Amdmem-ﬂfnnnmohverydufﬁ:ultym we are
conmumumdsmyofpmm we believe will add to lomomrow’s strengths. Singled out for
consideration Mnfmmhmom;mmﬁuhvesd\eummrmm

Junior Advisory Comumittes to the President

Begun in 1970, the Junior Advisory Commistee involves Mym.uempioyminuwmum;
appnud f sy compeny related subjects that could coatribue to growth and profitability.

, largely detetrnined by the comemitee fseif, is limitad w salaried employees who are
Iauhu)& ymoﬂp.Two-ywmm:dudnmnmrly renewed. bringing
in new people with new idess and new poines of view.

The primary purpose of the mAm is b0 tap umcmn‘v&" M S ‘and spemhzed )
know-how of younger employees. puspose is [ ince its inception,
members have studied and mads recomemendations oa subjects ranging from new products
through company organization and environmental concerns. Many of their recommendations
have beea adopted or adapted for follow-through by management.

The committes has proved a fruitful channel of communicatioas between youn.etcmpbym
and senior massgement. It has given the company the benefits of & thoroughly **now™* approach
10 business. nbmmmmwummwmasnmmwsm
the compasy’s m

A T .

A sub-commitios of the Junier Adviery o—-n--m Mpl#-.hu?ﬂ-ﬂ“_nhlwlm
waierial i o servey of compuny communieations practions. Jerelons A. Dol —*mwh“c—mlhmh
Is sslsiamt eonivallers Richagd J. Bice I a0 engmser/amiints Arther saginesr, swphaslaing markesiag i bls MBA sindiis; Dolores Kobelle.
&hh“bhhm—mw laberulery tachuicien, meking & mavter’s degree Il chamistry.

G SR k2
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Tuition Aid Program
For more than ten yeass the company has encouraged salaried employees (o continue their -
tormal education w help them expand their career horizons. Much of this encouragement has been .
through the Tuttion Aid Program under which the company prosides full resmbunement fur
fuition and fees when an employee successfully completes an appmv«l toune

Presently. several hundred employees are suidving under the program. sharpemng therr skills
i asanety of disciplines. Since it was established. the program has proved partisulacly anractive
to technical personnel who recognize it s a convenient way to keep abreast of advances in their
specialties. [n recent years, an increasing number of female clerical personnel are study ing the
business sciences as a step up the career ladder. Managerial personnel are also pursuing udvanced
_ degrees to broaden m:eonmmmhcommveﬂ'smymwm Not the least of the
. program’s success is found in its use as a recruitment tool. enabling the company to attract
competent, ambitious people o its ranks, '

Tuition Aid is part of 2 bmadercampt of encouraging learning among employees. This
cmpdwmhmm-dmpbmng.mmmM|mMsMnm and carefut
placement of employees in assignments in which they can make full use of their talents to :
progress. Through such personal progress. the company also grows. .

The Open Mansagement Concept -
In a constant search for ways 1 make day-to-day tasks more meaningful und rew urding for
employees. the company is experimentng with an Opes Management Comcepe. Under this . '
concept nmwhkcumm&wamuwpdmmdybmﬂmm '
mwbhmwmlwmﬁemmzmkasmerm
Accordingly, employees are given wtal information oo compsny aims for a gisen focative This
involves. among other mldu-inas. chriﬂcm of m-; plans. retum on imvestrment

Al the Fort Werth Distribution Servics Contor, uqhy-mmd.on mﬂ-‘mhﬁc*m:&-n Vaces during sa
Visaagewane Contegt team. Put Grege and Tem Syed diacum the covress laformal up-date confivrence.

- . - -
~

A

o - ———

0007-SWP-035162

0007-SWP-000116583



mnls and fumre plnns l( also mvolves gwmg employees wide ﬂenbﬂm wn performng (S\L: &
means ¢rasing eraditional work boundacies in the interest of achiesing onerall obgectives

At the locations where this approach has evoived, managers have assumed the wie of
wonsultants, sharing their knowledge and expenence freely with vthers. The employess
Jemselves largely establish how tasks are o be :ccomphsnd and the time trame i waich they
nuwt be Jone. They decide haw best the tull “*people resources’* can be brought w bear on
problems where and when these anise.

Given responsibility for senting goals as well as achlwing them, émploy ees w orking under an

Opcn \lamgemut Concept have shown exceptional i ingenuity and imtiatnne. Ay vne employee
summed it up: ““Almost every day we surprise ourselves with what we can do.”

Store Management Information System

Accuraze and timely information is the touchstone (o effective management. To assure such
information in our stores as well as at hesdquarters. a new Store Management Information Sy stem
is being developed. The system employs sophisticated electronic hardware to give store managers
an up-date on operations on demand. {t also relieves store personnel of much detasled viencal
work to free them for more efficient use of their time.

Basically. ihe hardware is a cash register that. unonxod\erfunenous automancalls vomputes
such informarion as price extensions. discounts and sales raxes, and collects data that Alwsun 1
classify and summarize sales and keep a perpesual inventory for certain types of produccts on our
centeal computer facilities.

All the information stored in the point-of-sale device is immediately acesnible o 1he wtore
manager. [tis also immedistely availsble 10 headquarters at selocted intervals. The sy wtem. stilun
the development stage, is presently in place in a one-store pilot operation. [n Januury . 19”6, iwwill
be extended to all soces In a selected division. By mid-(978. the system i expevted 20 ne
operational nalion-wide.

_ Sew procedures, ascemsitaled by lnstalioiion of the pllet Stare Slnagiment and Gary Chell, masager ¢ e, Ohls, store. The 43 stem has Been

;ms,—.m-um—-u-a-uv-—m -ﬁrm more thee , L
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Financial Review

The following table preseats sales and pre-tax operating

income for each althe operating groups for e fiscal years 1975

and 1974, and the changes thas occurred in 197S as compared 1o

'admumnveexmnsmwn sepmly mw o”,,

income Bguces » after deducting the corporate expenses agrees
Mmunmnufommnmmpomdmu\eSuumm

1974. Corporate expenses including interest and certain general of Consolidated Income.
- Percent hu-o Peroant foresnt  [ncoms  Porcemt {acome
o of o Bafore o Before
Sebs Town Tuo Total Soles Tl Tams Total  Seis  Tum
Coatings ... .........oooee. S92 YR SIBAM  JATR  SSELN MR LI TSNS TSusw  suem
Auzitiocion ... cornveiinnenns L2 I TEL S VG /R Y ST.97 098 I8N BIE 0 asm
Chemicals ...coovnriarineneas .201 L% s e 6251 7. 8500 1208 642 20
Sherwns- Williams Canads ... 54148 &% L 2% 30718 sIm 197 212 3434 wm
SPAYOR ... ... iereeiinenns D098 2.7% ”e L% 1940 259 (X} (¥ 3.9%0 "oss
tvornaiowsd  ...ieeinena. 20,468 0% 14 29% W2 226 MI%  &IT 907)
Grospwals 5866833  10D0% 0119 10008 $02365 0008 71,628 1000% 64387  121.308)
= . X = . . == k3 = - .
Geia 08 sale of Asktsbula -
OPOTMONS .....cnieaveanses .78 - 12.738
Corporus expesses usellocaind (13,714) (14.018) 130
Income Defors come 1ANeS . ... 130,23 R RAT
Sales . ‘ ) l”‘.lbmdl-phmmueymmmm
Consalidatod act seles i fiscal your 1973 smounted 10 had & particulaly distorting effect is reportiag the sales and
586,853,000 compared o $802,766. ~ income of The Sherwia-Williame Compasy of Canada,
“ Limited. In 1974, the parent company’s share of the

mwwmnllﬁmmhﬂ ‘
fiscal year.

Income

Conolidsted net income totalled $28.588,000 or $5.11
per commoe share after providing for prefermd dividends.
Included in consolidesed net income this yesr is an after-tax
gain of $9,317.000 generated from the sale of our Ashtabula
titunium dioxide operations. Excluding this profie, et
income was $19.271.000 or $3.38 per common share. These
results compare 1o fiscal 1974 net lncoms of $29,279,000°
or $5.24 per common share after preferred divideads.

Currency Conversion

The changing value of various cumrencies vis-a-vis the
dotiar creates some adjustments to the fisal profits as a
consequence of coverting local cusrencies to doliar vajues.
In cotal, the net effect oa 1975 after-tax income was a
reduction of sppronimately 3¢ per common shars compared
to an sddition of approximately ltpermmsh-cm

8

Canadias company’s pre-tax income of $1.597.000 as
reported in the tabls included approximately $152,000 due
10 8 favorable currency exchange rate. Ia fiscal 1975, thece
was an advense change in the conversion rate which caused
the pagent company’s share of pre-tax incame 1o be reduced
by approximasely $365,000 to the figure of $1.169.000

shown in the mble.

Taxes

. The provision for income caxes for fiscal year 1975

 amounts o $21,645,000. This represents an effective 1ax
roe of 43.1% (49.2% in 1970 as '

to the stxutory

Federal income tax mie of 485%. The difference in 1975 vas
due principally 1 the capital gains rate afforded the gain o8
operadions.

the sale of the Ashtsbula

sm“bﬂmmmm:nclwﬂedﬁm
mu\dwnmmulnﬂnm{oﬂ-mm
the 1975 presentatios. Taxas other than income taxes
continued 1o rise. [n total, Mu&amuammdco
$20,182,000, up from $18.79),000 in 1973.
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Dividends
Total dividends of $12,924,000 were declared in fiscal

° 1975. Dividends on common stock amcunted to

511,832,000 and dividends on prefesred stock amousted to

$1,092.000. Common stock cash dividends for fiscal 1978
¢ were ot the annual rate of $2.20 per commoa share g3

compared to $2.00 per common share in fiscal

1974. The Company has paid dividends in every year

since 1888,

Capital Expenditures

Expenditares during fiscal year 1975 for property, plant
and equipment amounted to $27,902,000 compared with
$20,553.000 ia fiscal 1974. The budpet for the 1976 fiscal
year provides for an increase in expenditures w 2 level of
just over $47,000,000. Amprpwﬂuolm-iuuu
represents proposed expenditures for new and enlarged
manufacturing facilities and farther sxpansion and
modemization of our branch store system. Depreciation in
fiscal 197S was $12,750.000 compared to $13,.555.000
in the previous year,

General Financial Condition

During the year, a $50,000.000 issue of 9.45%
Debeatures Due 1999 was sold. Thess funds combined with

those generated from operations and from the Ashtabla sale’

allowed us to improve our working capital position asd
increase our inveniment in fixed assets.
Working cspieal ':'"AUMSI‘;"IO‘ISAW »
- $287,711.000 up from $227.626.000 is 1974. The ratio of
current assety 1o current liabilities was 3.39 0 1. This is en
improvement over [ast year's current ratio of 2.75 0 I.

* Accounts receivable decreased modestly as compered %o
last year peimasily a8 & result of a slight weakeaing of sales
in the Iast few weeks of this year celative (0 the heavy sales
volume during che same period last year. Credit losses
continued to be well within a normal and acceptable range.

Total inventory increased $4,842,000 oc 2.2% over last
year. The increase of 15.1% in finished product inveatories
was due entirely to infistionary factors. Actual physical
quaoltities in inventory were lower this year than last. The
18.9% decrease in work in process and raw matecial
inventories represents a reduction of excess materials
temporarily stockpiled because of the shortages experienced
during the second half of last fiscal year.

Financial Review

During the 1975 fiscal year, $2,000,000 prncipal amount
of the Company’s 5.45% Debentures Due 1992 were
mlmedbyh(!m brisging total repurchases 1o
$12, lBSMpmﬂpdmlnApﬁl 1975, $2,000,000 in
mnﬂmﬂduebuﬁsmwwmmmmm
annual sinking fund psyment. At August 31, 1975,
SGISSMpmdpdmmowamheldmme
Treasury. It iy the present intention of the Company to use
mhbondsbmmmnmnmumqurmnu

During the yesr, the Compuy amended ity szo!vmj
Credic Agreement teducing the committed amount from
$75.000,000 to $50.000.000. No borrowings were

‘outstanding uader this agreement st Auguss 31, 1975,

A note paysble of $4,842,000 showa on the Consolidated
Balance Sheets represents hnkﬁnmm'obmmd by The
Sherwin-Willlams Company of Canada, Limited. during
fiscal 197S.

Effective September 1. 1975, the Company sold at
approximate book value substantially all of the ussets uf The
Osborn Muuhuwln. Company for cash which will be
utilized in octher business areas,

Rcu'rem Plans
Substandally all employees of the Company and its

i dmmhﬂlsupmnipumm—combwry pension

plans. The Company's pension expease for fiscal 1975 was
$9,000.000 compared to $9.063,000 in 1973,

Employees Stock Purchase and Savings Plan

Shghﬂy less than 7,300 salaried employees currently are
participating, through regular payroll deductions. in the
Stock Purchase and Savings Plan which was stared Apnl 1.
1969. Under the Plan, moeuployoshnlheopnon of
directing that their contributions be iavesied in umounts.
mﬁnghaMmthCmSmkofmCommy
and 50% in Fedesal government securities. up to 100% in
the Company’s Common Stock. Effective January 1. 1975,
the Compeny increased mcnuﬂbumntothﬂumﬂmm
25% of the employees’ contributions to $0%. with ail
Company contributions being invested in the Compuny s
Common Stock.

At August 31, 1975, 577,850 shares of Common Stock.

'Mgwﬂmlywﬁofmmmmh«ol

shares outstanding. were held in this employee fuml.
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”
W THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES

.. mo- Statements of Consolidated Income . .~

Thousands of Dollars
Year Ended Augusi 31
, . 1978 1974
Netsales............ et etasnmeeereinnceatr nenaannisesetasannnsan 866,853 $802.266
Gain on sale of Ashiabula OPerstions . ......c.oorenvvnrennrnacnraninses 12,728 -0-
Other inCOMEB — ML .....vuneieenrinincionncaentnenansn teraianeeenn 3.272 1.993
., 852,853 804,259
Costs and expenses: )
Cost of products sold ....... 576,122 513,037
Selling. general and sdmiaistrative expenses .. ... ... c...iiiiain... A4 518 228,52
Interest ......c.o.oonen.. rererrenearaerntieanes eteeserrenaeas . 11.930 8,084
' ‘ $32.620 746,643
Income Before Income Taxes 50.23) 57.614
Income taxes:
Paysble cumently .........ccoviiiiinaniiiiaiiiies terenenenianane 0572 24.397
Wmd ....................................................... 1.073 ' 198
' - o 21.643 38.333
. Net Income $ 28,588 $ 2927
oy Soomm——
Net income per share of Commoa Stock: :
PRIy - oiiiiiiiiiiaiicaaarasae ttreeerrtiairareraemieraaas $ st - 5 M
FUBY GiluM8 ... o verrereeraestnnaseansaasensssassnnneeseeneensns S 449 s 48
. . . RN 3

See notes to consolidated financial statements.

Accountants’ Report

Board of Duectors
The Sherwin-Williams Company
Cleveland, Obio

We have evamined the consolidaled bafance shests of The Sherwin-Williams Compuny and subsidiaries us of Awguu 31,
1973, and August I1. 1974, and the reisted consulidated statements of income. shareholders’ equity aml changes 1n finumirat
position for the years thea eaded. Owr examinusions were made m accordance with penerally accepted amdinng stamband> ond. .
accordingty, ncluded such texts of the accousting reconds and such other auditing procedures 3 we consadered aevevsan 1 the
circumsiances.

in cur opinion, the finsacial stalements referred 1 ubove presene faily the comsolidated financial positam ' The
Sherwin-Williams Compeny and subsidinries & August 3. 1973, and Augaxe 31, 1974, and the commwbidubed revulty of their
operations and changes in iheir firancial position for the ) eurs thew ended. in coaformuy with generally woepted scununting
princtples applied on a consistent basis.

Cleveland. Ohio
October 20. 1973 ’f’é“y‘
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. i E‘ﬁﬁ ii iE‘ THE SHEIWIN'-WW-UAMS COMPANY AND SUBSIDIARIES
Statements of Changes in Consalidated Financial Position”
Thousands of Dollars
Year Ended August 31
" Source of Funds

75 | 1974
From operations:

NetinCOm® . ..oooiiriiienuiireniarinnrearsraseonressanescessss $ 28,588
. mmmnmmm

$ 29.279

13,555
2,724

Funds Provided From Operstions .........c0ceveeorooiranns 41,874 45,558
Procesds from sale of 9.43% debentlies .. ...oveeesiactnaararsaanns 50,000 -Q-
Procesds from note payable. .......ooiviiiiiiiiiiinaan. voecrsrnes 4842 -0.
Mﬁmsﬂedwkmﬂum&wﬂu..... sesenraerens 21 -0 |
Net book value of Ashtabuls noncurrent assets sold less }

gain included ianetincome ................. csentsranen 16,283 «0- '

- c————— - -

$13,210 - S 45558

e . meeem

g
by
8

Cashdividends .........ovciaiiinnnan I RPN $1294 . S il848
Additions % property, phumlqnm .
aet of normal reticemenn . ...... 27,582 19.242
Purchese of 5.45% dEDERIULEL .......ooivvreecnnncnerrarsasrseres 2,000 1,958 Py
Increase in noncurrent note receivable ............ cenans fesssrnsans 6,400 -0-
mbmm....... Ceesiesmrrasssausatutastscers 60.085 10,777
OMIEE —= N8 .0.vivrrersitanserareranscsntontocsacarnnssrccnnes 4,219 1.736

: $113.210 § 45.558

T ST TEIRE

MuWwﬂa;CM Imm«.nnm o

Cahudﬂnnmmvm.. ehasecreresentrarnseranananrsnne S 11,392 (11,707
8.600 -0
2,058 21.890
4342 56.525
6,042 -0-
14,955 (29.742)
8.823 (10.949)

L 299 (2.665)
i (6D (10.486)
R N1 2.591)
[ 2.064 502
‘ O ——— — » e -
! $ 60,083 $ 10,777
i

L = oeen s

See notes to copsolidated financial staements.
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7 THE SHERWIN-WILLIAMS COMPANY ANO SUBSIDIARIES

Statements of Consolidated Shareholders’ Equity

Thousands of Dollars v
Seridl  Common
Preferred Common Other Retained  Stock
Stock Stock ~ Capital Eamings  Treasury
Balance at September 1, 1973 .. .e..oeennerinrinnnnnnn. $9.30  $33,724  $4603 S26342 s (6%0)
Subsidiary’s repurchase of its preferred Shages ...ouevninnn - -— N (82) — .
Netincome ........occenevurnrarerearurrresnaaans . —_— — s - 29,219 -
Seriss A prefecred stock — $4.00 per shar® ... ouveestee — — -— T (291 —
Series B preferred stock — $4.40 per share ............ — - — $in —_
Common — $2.00 per shafe ...oovvvecuovannninracas — — — (10,73) =~ —
) Bolance or Awguar 31, 1974 9,130 13724 469 23691 (690)
5,495 shares upoa exercise of stock optioas:
md, 1,158 and 7,728 shares upom convension of
671 and 4,830 shares of Series A and Series B
prefesred stock, respectively .. .. ...l {196) 9% - n — —_
NELINCOME . .vvvnneninanrnstneeeeiasciaeioenanns - — - 28,588 - ’
Cash dividends declared:
Saries A prefesved stock — 54.00 pet share ............. — —— — (290) -—
Serles B preferred stock ~— $4.40 per share .. .......... - - - (802) -

Common — $2.20 per shars ........oeuurrerrrnnenes - - - (s -
: " Balance ot August 31, 1975 $8,934  $33814 35011 3240338 S (6900

H i

See notes to consolidated Mnancial statements.
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THE SHERWIN-WILLIAMS COMPANY AND SUSSIDIARIES iR

_Consolidated Balance Sheets

Thousands of Dollars
August 31

Assets l 1978 1974

Current Assets <0
CoN e e N Y $ 4.0
Note receivable . .. o.oevetinirinearnnnienans reeones eeereernaues | 3.600 <0-

Trads accounts recrivable, less sllowances

(52,057 in 1975, 82,007 it 1974) . ... .oeeeneeernranannnnannns | 119,200 121,298
hmnmu(m ‘ 159.517 138.638
* Work 0 process and FaW IAMERAIS .. .ovevsnrnnssnseenreeensons 168,672 34,709
. - > THT ) 23,347
................. Ceastasssiscsaninreracannean , 799 1.59
18 iNCOME LRXES . ... oovvverrnnennnns Cereecereranaann b 5,082 _0-
Dther A . . Total Current Assels : 397,327 357.409
Notoreceivadle.....c.oovevnnarssonsanans dvesnes tessasssaseians 6,400 -0-
Recsivables, advances and other 3868 ...........coovvuvmrancannns 3,733 6.096
Cost in excess of net assets of businesses acquired ........ocvvveannes 2,32 -
Property, Plant and Equipment 17457 8420
Land .......... $,838 6,025
. . errecesaniane 8],482 83.707
. 172,051 176.15¢

Caitasesaeeiavesataran $ 21,391 $ 36,346
cirersnean . 7,908 36,728
.............. Cesrenevirranan 18,691 21,650
teevaesans . 21,94 21,297
AXBS . . eoenerenrriennsneanns reers 4397 5,861
feetressestiitenserrsenestnteenerennns 4,788 7,901
Long-Term Debr Total Curvent Lisbilities 99,616 129,783
~  5.45% Debentures (exclusive of $6,185
ingensury in 1978 and 1974) ..., 37,818 39.815
6.25% Convertible s Chesriserrriesserreianay 40,000 40,000
9.45% Debentures ..........coocveivivnecesinns verreneane 50,000 -0.
Note paysbIB.......coonviitincccasiinerrcionecersossasarsrscs 43 _ 0.
132,657 79.815
DeferredIncome Taxes .........c.ocovicivievinnnvnnnss tesses ves 14,363 13.827
Reservey = for pensions and other items ... .........c....oooiiaiiinian 4,579 5.902
Minority inserest in Subsidiaries . ..................... vererascensnans . 5,438 5,687
S o
cﬁlm—mm"vm .............. Crerseeseneras 8,934 9,130
Common —$5.25 par value ... ...oovuninens resersieseannaran 33,814 33724
Other capital . ........ Cerenaservaresainanresrer ey eaneies 5.01 4,694
Retaioed earnings ........ cetreeecans Chaereecervrcanaserarantren 249,088 233,601
: S 297,114 281,239
Lats cost of Common Stock io ressRY ... ....oocovoininiiiaeananas 690 690
296,424 280,549
BRn  Bux
See aotes 0 consolidated financial statements. — e -
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THE SHERWIN-WILLIAMS COMBANY AND SUBSIDIARIES
Notas to Consolidated Financlal Statsments

Yoars W AI‘I‘ 3!. l”! and Aogust 31, 1974

NOTE A — SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The consolidated financial staemants include all signifi-
mmmmmymmm
eliminated.

Current assets and cutrens Lisbilities of foreign subsidiaries
are ansind atthe rmes of exchangs in effoct st the close of the
peciod. All other assets, lisbilities and sharsholders’ equity are
translated at historical rates of exchange. Revenue and expente
sccounts are transisted st the rates in effect st the close of the
period, sxcept for deprecistion which is transisted at the rates in
effect when the respective assets were acquired. Gains ortosses
from foreign currency transiations are included in other income.

Property, plant and equipmens is stated on the basis of cost.
Provisions for depreciation are based os annual rates calculated
omhmdmmmﬂnwuw
economic lives, computed principally by the straighi-line

v

Iavenories are stated at lower of cost (average or firstin,

fiest-out method) or market.

Shors-term iavesiments are smted X cost which approxi-
mates market.

Cost i excess of net assets of businesses acquired is not being
amortized because in the opinion of managemnaent there has besn
00 decresse in value.

Research and development costs are charged to opershions
a8 incurred.

NOTE B — INCOME TAXES

lmﬁmﬂmﬂmm&mmlymd&
preciation and reserves. It is the Company*s intention to reinvest
undistributed earnings of foreign subsidiaries; accondingly, no
deferred income taxes have been provided thereon. AlAum
31, 1975, such undismbuted eamings amounted t0 approxis
mately $18,143,000

Investment tax mdus (accounted for by che flow-through
method) aggregated $301,000 1 1975 and $982.000 in 1974.

Themsioafunmmcuxuumueffmmm
rate of 43.1% (49.2% in 1974) as compared to the statutory
Federal income tax rate of 435 The differsnce in 1975 was due
peincipally 10 the capital gains rats afforded the gain on the sale
of the Ashnabula operstions.

State and local income tates have been reclmsified from
©osts and expeases to income taxas in 1974 to conform with the
1975 presentation.

NOTE C — LONG-TERM DEBT

The 5.43% Debentures Dus 1992, 6.25% Convartible Sub-
ordineted Debentures Due 1995 and the 9.45% Debeniures Dus

lmmmlnwhohormmnmmdu

14

Compnnyuthe rates of 103.00%, 104.69% and 109.45%,

respectively, and at declining rates to 100% in 1987, 1990 and
1994, respectively. The related indentures require annual sink-
mgftmdplmmolszowowme:ho{dnusw The

1975 requirernent of $2,000,000 on the 5.45% Debentures was
- satisfied from debestures held in treasury, and the Company

intends 1o make the 1976 payment in the same manner. Annual
sinking fund paymeats will commence in 1981 aad 1980 for the
6.25% Debentiras and 9.45% Debentures, respectively. The
Coavertible Subordinaed Debentures ‘are convertible into
Common Stock af 8 conversion price of $46 & share, subject 1o
adjustment in cermain evers.

The aote peyable, bearing interest at 1% above prime, is due
February, 1980,

Under & credit agreement with » group of nine banks, the
Company may borrow up 10 $50,000,000 until October 3, 1977,
Amounts owtstanding under the agreement st that time may be
converted to torm loans payable in sixteen equal quarter-annual
installments commenciag January 3, 1978, Interest rates would
vary from the prime rate 10 %% above pnme. A commitment
foe of KU is due on the unused portion uatil October 3, 1977
No borrowings were outstanding under this agreemest X
August 31, 1978,

The credit agreement includes cestain restrictts ¢ cosenants Js
to additional borrowings and the maimenance of working capi-
ulofmlmmmslso.moom

NOTE D — CAPITAL STOCK

The Compeny has authorized 1,500,000 shares of Senal
Preferred Stock and 15,000.000 shares of Common Stock.

Outstanding shares for the $4.00 Cumulative Convertible Pre-

ferred Stock, Series A, $4.40 Cumulative Convertible Preferred
Stock, Series B and Common Stock are 72,026 shares 172.697
in 1976), 179.463 shares (184,293 in 1974) and 5,410,161
shares (5,395,780 in 1974). The Commoa Stock outstanding in
1973 and 1974 includes 22.500 shares held in treasury

The shares of Series A and Series B preferred stock are
convertible at base conversion prices of $57.93 and $62 50 per
share of Common Stock, respectively, based on a value of $100
per share of prefesred stock for this purposs. The holders ot the
preferred stock are entitled to one vote for each share.

The Company may redeem the Senes A preferred stock unnl
March, 1976 at $102.50 pex share and declining annually o
$100 per share in 1980 and thereafier, and the Senies B preferred
sock st $103.85 wniil December, 1973 and ai declining
amounts to $100 in (981 and thereafter. The apgregate prefer-
ence of the Serial Preferrad Stock in involuntary hiquidation foe
1975 and 1974 is $25,149, WDINS"S.G” 000, respectisely

At August 31, 1975 and 1974, an aggreguie of 1.555.347

" shares and 1,569,728 shares, respectively. were reserved for

conversion d;mummmmvmwmm.m
chmuu nd eu:dn olstock opmus
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NOTE E - NET INCOME PER COMMON SHARE

Primary net income per common share has been computed
based on the average number of shaces cutstanding during the
year aficr deducting from net income the dividend requirements
of the Serial Preferred Stock.

Fully diluted net income per common share assumes the

conversion of Senes A and B preferred stock and 6.25% Con-

vertible Subordinated Debentures (after adding 0 net income
interest on the debentures net of income taxes) and exercise of
dilutive outstanding stock options.
- NOTE t—mmsm'r PLANS

Substantially dlomploym of tthomyaMmdumic
and Canadian subsidiasies who meet certain requirements as to
age and length of service. participets in non-contributory pen-
sion plans. The Company" wnntiulngpoﬂ:yhbmpea-
sion fund contributions, representing normal cost and amortizs-
tion of unfunded prior service cost over 30 yemrs. Pension
expense was $9,000,000 in 1975 and $9,063.000 in 1974, For
four of the plans in 1973, the scruarially computed value of
vested beneflts at the most recent actuarial determination date
exceeded the assets of the pension fuad and the related balance
sheet accrual by approximaiely S11,738,000. For the other
plans, \ested benefits are fully funded. The value of the
pension fund aysets was determined using market values at
August 31, 1975,

In accordance with the provisions of the Empioyee Retire-
ment Income Security Act of 1974, the Company will make
cerin amendments to the pravisions of its peasion plans and
has made certain changes in the methods of actuarial deter-
mination of pension costs. The effect of the required changes
on the unfunded vested benefits and future pension expense
is nor expected to be matenal as related to consolidated
operating resuits.

NOTE G — LEASES ( Thousunds of Dollars)

Total reatal expense, pnmanly for retail stores, warehouses
and eqmpmem for the years anded August 31 amounted o:

!97! I97-8
Financing leases: .
Minmum renals........ .. $3770 5309
Conungent rentals ......... 608 S0
T4378 3.59%
Operating leases:
Minimum rentals ........ .. . 22,184 19.260
Contingent rentals ... .. ..o 928 1 66!
23.100 20928
Total lenul expense .. ... $27.484 514 S’T

The cnnun.enl rentals are based on additional unge of
equipment and agreements based om sales in excess of
specified minimums.

The future minimum rental commitments as of August 31,
1975 foc all noncancelable leases are as follows:

-

Financing Operang
Total Letses Leases
1976 519,586 S 3 223 $16,361
1977 15.417 2413 . 13.003
1978 - 109 1,213 9.6%9
1979 7.547 69 6.848
1980 son ot 4,310
1981-1985 . 11,102 2,093 9.009
1986-1990 2.017 1487 550
1991-1998 838 o 941 (103
Thereafter 1,000 993 7
The nwjority of the lesses have renewal options bevond the

current lease expiration dates.
The present value of noncapitalized financing leases 15 not
material. Likawise, the impact on net income if such leanes had

" been capitalized would not be material.

Under the Company's stock option plam for certam otfivers
and key employees, options are granted Jt prices not less than
fair market value of the shares & date of graar and become
exercissble to the extent of one-fifth of the optioned shures for
exch full year of employment following the Jdate o1 rrant.
expiring ten years afier date of grant.

In 1973, opdoluweregrmed for 42,000 shares. No options
were granted in 1974. During 1973, options for 5.495 shares
(none in 1974) were exercised at an aggregate price of S211,000
and options for 5,900 shares (31.910 in 1974) were cancelled.
At August 31, 1975, options for 181.871 shares 1151.266
1974) mouuundung & an aggregate price of $6.656.000
($5,824.000 in 1974), optiom for 109.58! shares IBB 186

" 1974) were exercisable. snd 92,438 shares 138,538 a 1978)

were ‘reserved for future grams.

NOTE 1 = SALE OF ASETABULA OPERATIONS

During the year, the Company sold its titamum dioxide p1g-
ment operations locaed at Astabula. Ohio. The after-tax gain
on the safe of the Ashtabula operations amounts to §9,317.000
or $1.73 per common share.

NOTE J - SUISEQUENT EVENT

Effective Scplmhr 1, 1975. e Compan} has sold at ap-
proximate book valus substantially all of the ussen of The
‘Osbom Maaufacturing Company for cash which will be uttlized
in other business areas. Inciuded in the 1973 consolndated
statement of incomne is net income of $1,430,000 related to the
operations sold. The disposition of these opetations wiil not
matenally affsct future consolidaied resuits because of the ex-

-
W
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THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES

Cash Flow N MILLIONS Coplisl Expentitnens snd Depescistion IN MILLIONS
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THE SHEAWIN-WILLIAMS coupm Auo"guwmiu

with the 1975 preseatazion.

(B) Based on common sharsholders’ aquity at baginning of yesr.

(thuuwmmmwwm
Purchase and Savings Plan for sularied employess (7,275 in 1979; 7,106 tn 1674; 6,793 in 1973; 6,732 in 1972 and

6,802 in 1971).

Five-Year Comparison
Thousands of Dollars
1975 1974 1973 1972 1971

Netsales ....oieeeriniiinrnreiinienenanees 3866853  $302.266  $704,729  $438,285  $590,969
Cost of products S0k (A).....cueuueienaseinas 576,12 513,037 450,791 418,058 379423
[ntevest expease ..... PR rrasesesaees 11,980 8,084 6,424 6,238 6,599
Income before income taxes and

extraordinary chacge (A) .............. ceons 50,233 57,614 43,346 39,932 30.451
lncome taxes (A) . veeuerniieuniniienne o 21,648 28,38 2054 19435 15,110
Income befors extraordinary chargs ........ - 28,588 929 uMm 0 s
Extraordinary chacg® .........coevvnrvaceenes -0- - -0- -0- (2,260 -0-
Net income ..... errrrenrreees cevvrnennae 28,588 29219 %502 1827 15,341
Income per share of Common Stock:

Income before extraordinary chargs .......... s.11 524 436 1.6 2.68

NEUINOOME «.eenrvnnenranannnninrennnns s.11 .24 4.36 LR 1) 268
Average number of shares of e e e

Common Siock outstanding . ................ 5377605 5373200 5,367,755 5,328.52¢ 5318371
Income &3 percesk of sales ... oo vnnuininns v 330%  3E5% 3% 27T% 260%
'Return on invesied capital — Common Swck (B).  10.9%  11.67% 1o4n' 1548 6m%
Cush dividends declared: -

Prefemed . ...oovrinriniiniineriirenanns $ 1,02 0§ 1,102 S L2 $ 1,107 3 1110

Commen ......... erreienas e ceerne 11,832 10,746 10,736 10,659 10.631
Cash dividends per share of

COMIIOB SIOCK ++ «vennernrninranacennanss 2.2 2.00 2.00 2.00 2.00
Number of shareholders: B

Prefermod ....ocovervinianinnenans ereveen 995 1.024 1.018 1.030 1.027

Common (C) . envnvrnrreneencnnennrnnannas 10,408 10.423 9.882 9.353 9,903
Preferred and common shareholders” equity . ... .. $296.424  S280.549  $263,109 $249.222 sm.m“‘ o
Common shareholders’ equity ................. 2M.276 254850 237410 223456 215788

Pershare ...oovvenerienecannrns 50.44 2.4 “23 A% 40.50
Capital expenditurss ..................... ceeee 21902 20,553 16.042 17,354 13.278
Provision for deprecistion ................. ee 12,750 13558 12889 12,519 12333
Working capital .........c.enrnins cereeeee.. 281711 27626 26849 208,256 201,53
Ratio of curreat assets 1o current liabilities . . ... . 389wl 22511 398wl 405wl 435101
Totad 235688 .. . .ueueenninennnsns SOOI $553,127  $S15,563  $440,805  $424.631  S411.164
Nuimber of empioyces . 20,92 22,000 21,646 21,908 21,4%

‘ (A)Swulwdmmmmthmmemmhmywinmm k

in the Compesy’s Stock
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W THE SHERWIN-WILLIAMS COMPANY AND SUI!ID!AAI(;
Brief Deacription of the Business

mmwmmcmyu.mmm
and mamufacturing organization. Headquartars are in Cleve-
land, Ohio, with plaats, offices and other facilities located
throughout the United States and Canada and in several other
mwhs.mmnyd:omnqmmhb
United States, Canada, Maxico, Brazil, Jamaica, The Nother-
[ands and Beigium.

mmmimuhixm”.m-i

cm.mmummm,
enamels, lacquers and allied products, and markets painting
accessories a3 well as wall covarings, flooe coverings and other

Classes of Products Sold
Year Ended August 31
“Type 1978 1974 19  19m 1971
Paint, vamishes, lacquers and
allicd materials ............oiiinnninnnnnninn.. 2% 63% 6% 61% 4%
Paint application and decoration , :
products purchased forresale...................... 205' - 20% ’ 21% 21% 20%
(TAonsands of Dollars)
i e wm o owmen
Nat  Dorw Mot Bafre Nt Bebee Ni Bebew Nu Beee

Comings..... ... . ...  SH7.501  SISMI SSERMI 41104 3511048

% of toeal . . e 68.9% %.7% .29 ne
Auxidanes ... ....., ,... ”.9% 19471 o.m 1492
Sofwead.. ..... ... L% nie 10.% 2.,
Chemecals. ... ., ... ... . 9,308 88 Qm sam
Sofwml......... Ceveenas L T XY S X
Sherwie-Wiliams Canada . . ... 4,148 1,160 20,74 .57
Bolwmal..,............., 6% 2% (%} 2%
Sprayom .. ..... ..... .... 23498 s s 17
Sofweal.,..... ......... 2% 1.9% 219 108
Isernatsonal . ................. .44 149 18,291 2,46
Solod.................

—t -
Gwp Tk LR ~ W20 pme

K008 10008 0RO (0008
Goa on sale of Asheabuls _ ‘ .
operatioss...........,...., s -
Corporsts sxpanses snailoraind . xne 01
facoms bufoss (asoms e
and entraardinery charge - . . .. 23020 _m
ia

41.667
6.1%

1.428
.4

1,010

IRIN DM Rk uBm e
e e e
LY 0% W AT s
B> JEE N N T oSy 2198

° umnn .00 vy .
& R

- 40,969 (] 36,960 sis
% 6.2% L% 6% X

000 169 1.942 1620 147
3.0% .6 408 248 0%

i B << YT RV N

AN poum T uee g T am Tmap

100.00 .
s @ wen
il -2 =304
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MANAG!MENT’S DISCUSSION AND ANALYSIS

mwhmgnumummsmmmﬂm
hlghhnnuamﬁcmmwmfwwwh‘
the current year as well s the 1974 yexr. They are intended
to be used in conjunction with the Notes to Finsocial
Statements and as 3 complement to the Five-Year
Comperstive Financial Summary on page 17.

Fleeal 1975 Compared to Flecal 1974

Consolidated nat sales wers the highest ia the history of
the Corporation s $866,853,000 and represest 3
$64,587,000, o §.)%, incresse over last year. The 1975
mmnmnyuuuwnnh;mm

mast of the Corporstion's product lines registored decresses

in unit volems,

Consolidsted cost of products sold increased 12.3% and
may be attributed primarily to the effects of inflation since
the business of the Compeny, measured in terms of volume
of products produced aad sold, was gescrally less thaa
1974. As a consequence of the higher coms of aw
materials, Isbor, and peckaging, not all of which could be
fecovered through higher salling prices, gross profit as »
percentage 10 net sales declined.

Consolidated pre-tax income before the gain o sale of
Ashtabuls operations for 1975 was 337,505,000, a decling
of 34.9% from las yes's record high. The rme of change ia
operating profits did not koep pece with the percentage gains
in sales in 197S. Profit margins were under pressurs
throughows the year, prmarily the result of low levels of
production and highly peics competitive markms. This
mvhonmdldammuuulwbmnh
implemented to the degres or frequency nesded 1 melataia
1974's profit margins. The pre-tax gain of $12,728,000

resultod from the sale to the SCM Corporation of our former

Ashabula titanium dioxide operations. Consolidated ant
income in 1973 of 328,583,000 declined » modest 2.4%
from last yesr.

Interest cxpenss increased 33,896,000 from he preceding
year. principally the resukt of the $50,000,000 5.45%
Debentures Due 1999 lssusd in December 1974 and w0 &
quexumdmdhiﬂl short-Mern interwst rates.

mmmum.mo or 12.1%, during the
year, vmhhl.mnmuﬂhmmﬁun

‘and decorating sales
Auxitiaries Group of $17,002,000 (24.0%) were obssined in

uwMMCmpnudmﬂlcmum;

‘ mnm.mcmmm«w

mmmmmmmm
ammmmmmormmp
Group sew Desler organization, combined with the
preseatation of the Corporaw Kieatity Program, comprise the

,m-p-«un.sx.ommm

expsnss increass,

ThleMwunlﬁcliud
m«h;ﬁd:lz.mﬂmhahof

‘wm-mam-umuun

Sower capind gains rae. The $6,690,000, or 23.6%, decline
in income tanes principelly results from the combination of
fower pre-tax incows and the above capital gain.

Flscal 1974 Compared to Flocal 1973
Consolidated sales increased 13.8% due w selling price
increasss snd o o Jesser exmenc added volume. The
msmmmmu.mxumm
Chemicals) cootriduied the lasger poction, Sales of the
Coatings Group rose 102%, with all major paint segments
gains. Sales incresses in the

nmmumoﬁmqmmmm
heavily with a sales increase of $9.017,000, or 22.5%. Zinc
oxide, ssccharin, and cresol prodicts led the Chemicals
Group with a 30.3% sales incresse.

Consolidated cost of products sold increased 13.8% due o
production cost incroasss and 10 8 Josser extent sdded
volume. All Groups sxperienced graater production cosis

: dunﬂulywhlﬁ.pbdnvnuﬂab.iwnndngg,

salaries, 3nd empioyes benefits; and production scheduling
muummm

‘The Company experienced 3 10.5% rise in seliing,
goneral and admisistrative cxpenses, while the expenses as a
percentage of sales improved 10 28.3% ae compared to
29.1% ia fiscal 1971. Interest expesse ross $1,560,000
(Zsu)nln-kolwmmms
mmm.wyw»mm
lovels of invemories sd receivables. [acome ey increased
ml!ﬂb]“’lmﬂflﬁ)pﬁﬂyhmuuabk

" income increased by 311,689,000, or 26.6%.
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m THE SHEAWIN-WILLIAMS COMPANY AND SUBSIDIARIES

Qumrly Market and Dlvldond‘ l‘nformctlon“ 3rm '

omma
Flecal 1978 1996 __m__
Quarter High _Low _High _Lew _1918 ‘ '
Common Stock Fim $32 $25% $30% SN s .58 s .50 '
($6.28 par value) Second 9% 31M ™ % 8 w0
Thid  48%  39% % 3% s .50
AR R R o
s
$4.40 Cumulative Convertible First 6% 524 7% » 110 110
Preforred Siock, Series B Second 66 $6 5% 6 1.10 110
(without par value) Thid 76 &4 (-} 6% .10 1.10
Fourth 74 6t 4% 2 L1010

wmvmmmmﬂwmc«mms& susu ; N
is not actively traded and 5o hisorical marke prices are svailadle. Mymmd,
$1.00 per share have been paid in fiscal 1975 and 1974 for Saries A praferred stock.
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~ The Year in Review

Operations in fiscal 1975 reflected a sales and
earnings pattern not dissimilar to the experience of
other participants in most of our major markets,
Profit margins, pasticularly in our large Coalings

© Group, were under pressure most of the year,

primarily as a result of lower levels of demand.

Price increases simply could not offset rapidly

rising costs.
MmgemofmﬁmofyourCunpmy

'conﬁmawmpmrendnbomorxniudto

employ its resources more effectively. Larger,
more efficient production facilities have besn
given high priority as pant of our business strategy
to give us a competitive edge and to place us in &
bener position 10 provide our goods and services

‘ wlhomutuphu

The onm Corporm Ideuuty Pmmm o
concluded its introductory year, focnsm; activities

~on the more highly visible aspects of the

Corporation’s image. Active consumer markets
were given a high priority as retail stores in those

markets received new signs and were modified to
reﬂactlmovaivaeoncepuofmkzunz

TbeCompmy.nwmucomeobvmnsmdw

. seponts that follow, is o longer tied o closely to

one basic major area of activity. As the Coatings
ummﬂuﬂmmmon.om
segments, notably the Auxiliaries Group with |
continued support from the Chemicals Group,
mabhmmkcnpmoftheumnpshck
The better balance of markets served should, in
the years ahead, dlowusmtuctmdndlpno
cmpmgmeuvmmm

" Such planned and balanced growth will continue
to be the objective in the years abead, for it is
only through such growth that we can provide
asdequate rewards for all who identify with the
enterprise — shaceholders, employees, customers
and the public st large.
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" The Coatings Group

The markedly lower demand for paint products during the
depressed period dictated lower production levels and with the
extremely eompeum'l pncing activity, combined to reduce
Coatings Group earnings dunng the yeas. Although total sales
incrensed 6. 1%, gallons of produst sold deciined almost 12%,
and pre-tax eamings were off 55.2% from the previous year.

Wa are Confident this sharp eariings drop is & short-term
aberration that does not indicate any long-term damage 10 our
market position. In fact, during the year we improved our sales
mmmmuym;mm;ibmhumm
independent dealers. We enjoyed similar success in the
sutomotive refinishes market theough our sutomotive service
centers and through independant distributors.

‘lnm-nnil-u our sales of paint and other decorative
Mmudmlll.umbuulymnumn
the national retail average. This was due diructly to two factors:
introduction of such new, highly competitive paist offerings a8
the Styla Perfect line: and the contisued brosdeaing of our °
merchandise lines in flocr coverings, wall coverings, draperies
and decorative accessories. This broadening proved particulasly
rewarding this yeaz. Whila total store sales of oue manufecosced
produces increased in dollar value by 5.0%, our sales of other
merchandise increased by 12.6%.

" In May, 1978, oue Decorating World pilot installation was

opened at Charlotte, North Carolina. Our offering thers of &

(OeR)

Tasupply the loial docorating nevdsof the conmumer, o8 Sherwie-Wiliasne
recall stoven will offvr the compiste STYLE PERFRCT Mue of producis bor

h“muﬂﬂmmum&

new, imaginative method of mﬂchnndmng and 3 broad range of
decorating products has been well received. Sales have been
very close to the targets established. We are continually

" monitoring operations so we may quickly capitalize vn the

lessons Jearned there.

The ealarging and modemizing of company-operated stores
continued throughout the year. As the economy improves, this
sctivity will increase. 1n fiscal 1975, we opened 13 new stores:
22 were remodeled or expanded: 37 were reiocated: and we
closed 99 low-profi tinits that were aot suitable for renovation
or enlargement. As a result. a total of }.709 sores were in
operstion st year end.

As part of our long-range consumer product emphasis, we
have opensd three individually designed prowtype stores (in
Vermont, Massachusetts and Wisconsin) so that we can, in
effect, test markee different retailing concepts involving store
layout, fixturing, mérchandising, etc. Out of this program. we
believe, will come a composite ides of the typical
Shuwin-Willhms store of the future.

We took another decisive step in the area of sales through
independent paint retailers. We created a completely new lineof
paint prodacts tailored specificaily 10 the needs of independent

dealers in tevms of quality, breadth of line and prcing. Ths line.

=y

" available odly to these merchants, is backed by sophsticated

merchandising support plus a national adverusing program,

mwmuwummc“mm’“‘mﬁ e e

et

‘Hers & vidble evidencs of cur commitment 1o coter o Lhe wedary cos-
—»ﬁmaﬂmhmmnﬂ.
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‘l'hisuv line goes to market uader the brand name
** Martin-Senour, lnn-mpomdummpmdmmrormmy
years had outstaading consumer accepeanics for high quality and
fashicn. To support it, we Bave organized an entirely new
Mmmmmwmwm
arunod 1o the needs of the independent dealer.

The successful lauaching of this program is evidenced by the
:ﬂampouo from retailers and cousumers alike. During the
mdhd!ofhﬁsalycc following the introduction of new
merchandise t0 our privats label accounts and the

*1 Martin-Seaour beand to independent dealers, sales were

increased 20.5% in this segment, a8 opposed 10 adecling in sales
during the first balf.

Our continviang efforts were also rewarded in the automotive
refinish markst. This highly specialized market is supplied with
Sherwia-Williams brand products trough our own sutomotive
refinichas servics centers and jobbers. The Martin-Senour,

warshouss distributors. A sales increase of over
mmmwmmo{mmmmu
fleld and, thes, the coutiming streagth of oue share of market,
In further support of this expanding market, we opened six
additinoal sutomotive reflnishes secvice centers during the year.
This raised w0 62 the number of centars now in operation.

The general industrial market and the duilding industry
markes both suffered severely in ihe recession period. Despite
highly competitive pricing and quality offerings. our unit
decreases in these markets wers such as to more than offset the
gaing in other arens. However, because of our competitive
marketing, we are confident that we retained our market share

Owr efforts in the architectural field are still expanding In

. WMMMpummgmm
independent

. much of the country we coatinue 10 hold a preferred posinon

among architectural specifiers. Our specialized color planming
service for manufacturing plants, schools, hospitals, hotels and
office buildings continwes 10 grow.

Research and development in the coatings area centered
lacgely on low enorgy/low temperature cure sysiems. These
include water reducible, h!'lsolidl mpumllnd

lyzed o

We¢ have also continued to seck substitute raw matenals.
for thoss darived from pevoleum. A
patent spplication has beea flled on what may well prove tobe a
major beeskthrough i this aces. It involves a vancty of raw
materisls desived from starch rather than petroieum. These

zhmﬁl-mﬂn"m ™ palei Une i a Martin-
Sencur desier’s medern steve are: Remald F. Cucley. group sice
prosidont-costings wad Marvey 3. Lombirt, vice presidont-contings mar-
u-um

l“b

At sor semmurcial service conier n Mayllold Villags, OMo. manager
Norman Dove matches o custumser’s specific tint requiroments by sdding
colovant 1 & Shorwin.Wiliama baae coler.

(batiom)
Our sutemstive gervice teater ln Clacianail, Ohle, dlaphays the new com-
mmvﬂhdﬁlmnmmmnu o]
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umqmmmnhﬂndnpplkaﬁonmb&m.mkmdpm
coatings and as sdjuncts to air-drying latex paints. The use of a
memumomemhusmchmmmmm
economics, processing and pc-fo-mmce Investigasion of the
possibilities in this development is being continued,

Adventssing in fiscal 1975 expanded the theme of helping the
cusiomat sojve decorazing peoblems. Sn the coming year emphe-
sis will be given to promoling the decorating Senter image.

Capital expenditures during fiscal 1975 were approximasely

$17 millioa compared 1o $10.8 millioa in 1974. The 1975 tota) -

wis lower than projected bacause of delays in materials
deliveries and vasious engincering revisicas.

During the new fiscal year we are budgeting sxpenditures of
$23.3 million with smphasis oa 2 large number of new 210res,

cqmpletion of the Richmond plact. start of constmction of the

emwision contiags plant, and the developmant of & aew

point-of-sale daa collection systam for a number of stores thas

will result in improved managsmen: control by providing more
accurste information more quickly.

The Auxiltaries Group

Sales of the Auxiliaries Group reached a record level in fiscal
1978, rising 11.7% above the sales of last yoar. Pre-tan
operating eamings cose 16.0%, also reaching a record level.

The Containes Division was the primary contributor 1o the
group’s 1975 eamings increase. Sales were up 21.7% over the
previous year, accounting for 61.1% of group sales. The
division's sales outside the compeny now tolal approximatety
77% of all its container sales.

Additions were begua at the Elgin container plant in July,
1978, which should be completsd in 2 yesr. We arenow starting
to conven Ihis plant’s acrosol Lines to production of a new type
of weided sideseam cane. This change will eliminste the
possibility of even minute quantities of lead in the serosol

containers, will increase the lithography ares available o the

end user and will reduce the manufacturing cost of the
container. mmmmmmymm

We hiave also begun & major program in the Elgia plast 1o
convertthe lichographic press lines to ultraviolet cure operasioa.
One line hms besn compissely couverted, and work is
progressing on the other. This change will result ia significant
natural gus savings and will ensbie the plaat to more than mest
Environmamal Prowction Agency standards, We snpect
extend this type of curing opersiion to other coatainey plasts.

The new Applicatos Division formed lam year accounted for
7.9% of total group sales. The greatest area of sales
improvement was in spray equipment, whete we have become s
significant factor in the otal market.

In October, st.wmdmmrwmhndm
& Lewis, Inc. of the domastic and French assets and|
‘The Osborn Manufacturing Co. subsidiary. mmmo

mwmammlmmdu!}mukmm
We are rewsining certain German assets of the company.

The Graphic Arts Divisicn during the past year installed a
major new bumidification system to improve quality controi on
all paper products. A new computer-operaied photo
compoition unit has also been installed which gives the
Whhmmmm:wuq

This year's Annual Report is an example of the division's
axpestise. Type for this report was et 0n our New equipment,
and it was printed on our pressss.

cmuwfuhmmummmms
totalled approximately $3.1 millloa. Expenditures in fiscal
1976 are expected 10 be $9.3 milllicn., all of which will be used 1o
mmmwm underway,

Hdhym & nill being operated as a venture.
Howsver, sales and eamings are included in the financial review

* of the Auxiliaries Group. The division suffered s small loss as it

continued 10 incur costs reisted 1o thd restructuring of the
business along lines consissent with our long-range plans.
Further stops are being taken 10 srengthen the division's retail
sules. A new selling organization has been esublished which
gives much beoader coverage of retail outlets that are prime
prospects toc do-it-yourself adhesives and other materials
produced by the division. Similar sfforts are being made to
suucdumdwﬂdnhau-uduwy-hy <industry basis.

Kariler this yoar Sherwie-Wilinme dirwctars lonred e Eigla, Uiinels
‘cantuiney plust where A prociaction 2ad lithe-
‘Hamwsarstrom,

siypificast spgrading of
prem eperstions s ader way. Son Sere (L-W): Joht|
Greetor of Whagraphy for ol eputainer plants; Ceorge F. Scthisudecker,
Sharwin-Wiliams grovp vies prosident-chemicals snd dirsctor; and Keith
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mcmmmamp

Snlndhunuabmwpmuplos&mﬁwulms
ndpn-mmhpml‘immmoummm
wan a creditable performance in view of general economic
conditions and the lower demand which resulted in fewer
pounds of product deing shipped than in the previous year,

" The titanjum dioxids operations were sold in October, 1974,
mmuummmmmmumm
and menufacturing objectives. The funds realized from the sale
are being used w advancage in the sreas of the business in which
we will coatinue to concentrate.

Fiscal 1973 brougix wids swings in the demand for most of
our products. Whea faced with geserally reduced sales levels,
our customens rescted by reducing laventories significandy,
We, in tarn, were forced 10 curtail production. Para-cresol, foc
exampie, was in exwremely short supply early in the year; by
sumener, the para-cresol plast was idle for 2 aumber of weeks,
Similar ciscumstances caused curtailment of 2inc oxide
production for the tire indusary and manufacturs of organic
chemicals for dyesnufl and pigment production. Production of
chemicals for agriculural end uses followsd the same trend but
with » less serious effct o operstions.

Demand for saccharin continues strong. and our production
capacity has now reached the point where we keep pace. Over
the past few years wa bave expandad our production capacity
several fold. Owr Cinciatiati plan is today the world"s Iargest
producer of saccharin, and we are currently. modifying ies
mmnnvm-mduvmofmm

lnm Lowi Sherwis-Williams bas begun conswruction
of an anti-oxidant plant which will be on sirexm within one
year. The new plast will be supplied with para-cresof from our
Chicago facitity. Our new Gemisa plant is visible evidence of
our long-standing interest in the anti-oxidant business,

The Textile Chernicals Division was affected very early in the
year by s worsening economy but also enjoyed an earlier
mtquuu-ydmopmbu Thenetresulthasbeen s

in overall sales and eamings for 1975,
mmm this division wag able to react quickly w a
number of wxtle mmsefacturer's oeeds for wend-setting |
fashions. For sxample, we worked closely with one major
producer 1 formulate and supply the chemicals used by the
mills in producing the now popular **‘washed ow'* fabrics.

The Flavor aad Pragrance Division is actively participsting in
anumberof pew developments by major companias 1n the food,
cosmaetics, 30ap and candie industries. We have developed a
oumber of specialty products allied with our flavors for the
carbonased beverage industry.

(b

Soruy puistiag synipmunt istrodused this year by the Appiicster Divisien
Netwed this Rabbersst Ma-matie alsewric sirias spray gun. This ight-
waight, seif-seataheed unlt preduces superior stoqilantion vithout the need
of & combarsems sir Somprenser.

[

Badiey Adbesives this your intrednsed standerd relall paint-of-purchase
diuplays whish asesmumedait & rasge of Nadiiy sonsemer products, il of
which are aow marhated wnder the *Tiger Gelp”™ drasd same.
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Capital expenditures of $3.3 million in 1975 compare t0 $4.
million in 1978, We anixcipale these expenditures
approximate $8.0 qullion i the new fiscal year as we complele
several major Sxpansion programs.

Sherwin-Willlams Canada

Measured in Canadian funds and before consolidation, the
Canadisn subsidiary recorded an 11.7% increass in sales in
fiscal 1975, and pre-tax operating income rose 9.1%.

Stles through branch stores continued to show progress,

* increasing 17.7% from s year ago. An increase was achieved in
many product categories, including paist, wall coverings and
associsied decorating and maintenancs lines. Paint sales were
boisiered throngh the introduction of the Style Perfoct ling
which is enjoying good coasumer acceptance. ;

The number of stores in operation at the end of the flscal year
stood at | 26, which is s docrease of three stores compared to last
year. Emphasis in the store prograim coatinues to be on
increased selling area and more retail-ociented locstions.

Independent dealers, through whom » sizesble portion of N

wrade sales products are soid, scorad & 4.6% sales increase
dunng the year. Private fabe) salas declined slightly a3
customers fummd;m hvemrusinllne wuh

 plantin visw of the con invotved.

~ market condilions. However, utomotive refinish sales through

Jobbers r0se 25.4% from the previous year.

Industrial sales declined 2.5%, reflecting the slowdown in
many industries supplied by the Chermical Coatings Division,
Indications are that performance in this segment of the market’
will improve during the 1976 fiscal year.

Research and development activity continued 10 center on
reformulation of products 1o cope with raw material shortages
and requirements of the Hazardous Products Act. Emphasis was
also given to Rurther development of powder coatings,
puﬂmhlyuhyuduhqplhdmwod:uh&m:.

mvmmcelnmwymm ;
mmmumum:mmmm improved
results with s 11.7% sales gain. This was achieved despite the
gomanlly safavorabls conditions in the building industry. The
E. Harris Company Division experienced 1 5% decline in sales,
& direct result of the drop off in activity in the silk screen
mdmwywhkhhmo(udimi«'spnuipd markets.

‘nnmmp plant & Toronto was closed in August. It was
mmm»wmmmmm outmoded
ed production 1n the
Moatreal and Winnipeg plants will serve the market adequately.

Capital expenditures in fiscal ms-mo-mwsmooo
compared o $682,000 in'the pmmus yeur. It is expected that

A mew and fast-growing wee for Sharein-Wiliion sacchuria is ia the form  sugar. 'b'lh*thbcuh&'maﬂuhw )
of & “‘messare-lor-mumsure’ ywesionsr. Today’s "W swestener 1a the same propartions as f sugar were naed without having 1s
mnmmmhﬂdwd maka sllpwancw for tha higher soustans of mechorin.
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Subsidiaries
Domestic
. The Osborn Maaufacturing Company .
, . The Osbom Manufacturing International Company
% The Sherwin-Williams Compuay of Europe, Inc.
Sherwin-Williams Internationa! Company
1+ Sprayon Products, ne.

Foreign

~+ Compafifa Sherwin-Williams, S.A. de C.V., Mezxico City, D.F., Mexico
Ralston B.V., Zeist, Netherlands
Rubberset Company (Canads) Limited, Gravenhurst, Ontario, Cansda
Schmite und Ludwig GmbH, Frankenbers, Germany
Sherwin-Williams Beigium S.A., Brussels, Belginm
Sherwia-Wiiliams (Caribbean) N.V., Curscas, Netheriands Antilies
mmwmmmydmmmc.m

The Sherwin-Wilkiams Co. dMRba.In.!uJM,MIb,

pany Limited, |
*Sherwin-Williams do m-nsm-—m-vmsumm
Sherwin-Williams (West [ndies) Limited, Kingsion, Jamaics
wuuymummmrm
SUnsomsolidated

Other AlSilates
(50% or less owned)
The Carter White Lead Company of Cansda Limited, Montreal, Canads
Deadix Brushes Limited, Chepstow, Monmouthshire, England '
Lowi Sherwin-Willisms GmbH, Waldkraiburg, Germany
P, T. Unimas Chemicals & Costings Ltd., Diskarts, Indonesis
Nippon Sherwin-Williams Chemicals Co., Ltd., Osaks, Japaa
Rose — The Osborn Manufacturing GmbH, Frankenberg, Germany
Sherwin-Williams de Parami. S.A., Panama City, Panema
Unimas (Hong Koag) Limited, Hong Kong
Licenssse
Akxtisbolaget SYD-Ferniss (Sweden)
Astral Sté de Peintures, Vemnis et Encres d'Imprimerie (Fraace)
C. A. Quimica Integrada (Venezuela)
C. A Venszolana ds Pigmentos (Venezuels)
Chins Paint Mfg. Co. (1945) Ld. (Hong Kosg)
Dovald Macpherson Group, Ltd. (England)
Fibrica Nacional de Pinturas “Espintbol™ S.A. (Belivia)
Fibrica Neclonal de Pinturas Sherwin-Williams de Colombia S.A. (Colombis)
Industrias Quimicas Procoloe S.A. (Spain)
Nippoa Paim Company, Lid, (Japan)
Ozxy Foundry Equipment Division (Eangland)
Peintures Iddales S.A. (Haiti)
Pinturas Andias S.A. (Chile)
Sherwin-Williams Argentina Industrial y Comercial S.A. (Argenting)
Sherwin-Willisms del Ecusdor Pébrica N-ioaddnﬂms.A.(Emdm
~ Sherwin-Willisres Pervana S.A. (Perw) )
Sheswin-Williams Philippines, Ine. (Philippioes)
Sherwia-Williams de Centro América, S.A, (El Salvador)
Sherwin-Williams de Costa Rics, S.A. (Costa Rica)
Sherwin-Willisms Venezolsns CA. (Venezuals)
Shiato Psint Co., Lid. (Japan)
Taiyo Chuki Company, Lid. (Japan)
Teubrmans Industries Limited (Australis)
Taubmans [ntermational (N.Z) Led. (New Zeuland)

Domestic Plants
Anatheim, Califoraia
Bedford Heights, Ohio
Chicago, Ilinois
Cincinnad, Ohio

~ Claveland, Ohio

Colfeyville, Kansas
Crisfleld, Maryland
Danbury, Connscticut
Dayton, Ohio

Detroit, Michigaa
Elgin, Utinois

Fulton, Kentucky
Garland, Texas
Gibbsboro, New Jersey

. Gresnsboro, North Carolins

Henderson, Kentucky
Hubbard, Ohio
Morrow, Georgis
Newark, New Jersey
North Olmsted, Ohio
Osklaad, Californiz
Pontise, Mlinois

_ San Leandro, Californis

Foreign Plants

Bayamén, Puerto Reco
Frankenberg, Germaay
Gravenhurst, Canada
Kingston, Jamaica, W.I,
Mexico City, Mexico

‘Montreal Canada

Monmouthshire, England
Pansma City, Panama
Sio Paulo, Brazil
Winaipeg, Canada

Zeist, Netheslands
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The Sherwin-Wiliama Company
101 Prospect Avenue, N.W.
Claveisnd, Ovo 44118

Phane (218) 564-2000
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