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Financial
Highlighes
Augus 31
; ; 1971 1970
Netsaldh . . ... | ssseenzets $925,787,767
Income before income taxes and extrsordinary credis . . . . . . R X L 29,029,998
Income taxes—United Statss and forsigh . . . . . .. ...... i 13,710,038 | 14,487,082
Income before extraondinarycradit . . . . . . . e e e e oo, 15,175,408 14,542,913
Eatmrdimycndhonu’hmulﬁagfnqm’nhdmﬁﬁnx !
Berger, Jenson & Nicholson Lisnted less applicable income taxes. . -l $33,482
. Netiscome . ... ... s b 195,000 1807098
! Cash dividends declared:
Prferred .. .. ..... e e 109,60 1,109,503
. COMMOR . . . . - oo ie e . 10,631,259 10,636,715
1
, Per Commoa Share: .
Income befocoextrsordinarycredie.. . . . . . . ... ..... 28 22
Netincome . . . . v v o ev v v v e 288 ' 2
Cahflow . ... ..... e e . sy . “
' Dividendapaid . ........ N 200 200
. Workingeapiml . . .. ................... 18I468 - 10282
| Raoofcurrwetasetstecumentsbilites. . . .. ... ..... | 44wl el
| Copalespmnditur®s . . .. ..o iaaueeeaaa.. | 12472008 15485608 |
i Provisionsfordepreciation . . . . . .. . ... ... ... 11.9°0.036 | 10,645,666
E me——— } ceat— :
]
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Letter To Shareholders

Fiscal 1971 refiscted real progress in the major costings

segment of our dusiness but brought problems and
disappointments in chemicals and contsiners.,

fw«bmmmlmmuMmMﬁd
$354.692.413 from $525,707,787 last yesr. & 3.9% gein.
Net earnings for the year were S15,175,40€, or

$2.63 psr common share, compared to 314542913,

0r $2.92 per share excluding & 104 per share
extrsordinary credit lass yesr.

Our sales pactern parulieled to & great degree penersl
economic conditions during the year. The fiest half was
disappointing, but ag the sconomy began its slow upward
climb dunng our third quarter. sales showed renewed
strengeh. reaching a aew record for the fourth quaneer,
Rasuits for the final quarter wers: sales, $170.177,186
versus $158,726,047 last year. 8 7.3% gain: net sartings,
$7.806,392, or $1.42 per shurs compared to 58,201,251,
. 0t 31.49 per share & yeor 3go.

The Costings Group. whoss sales represented 76.8% of
total consolidated salss, enjoyed & reverd your in beth
sales and earmings. The pevformance was very mush

better than thet of the corporation a8 8 whole. Pretax

earmings of this group were up 16.9%, rising t0 $21,992.320

n 1971 from 519,543,308 in 1970, 0n & 4.1 sales guin.

Retaul and maintenence sales through ous dranch storss
and automotive reflaish sales through our sutemotive
importast facton in the Costings Greup's ssle
performanss. Industrial sales were slow during the year,
but there was 8 noticesble upeurn is (he fourth quarer.
With definite signs of improvement in industria! activity,
and decsuse of new large ndustnal customers, we look
forward to contisued growth in flscal 1972 in oue
coatings business.

In line with our long-rangs pians, we srs devoung more

of our resources—manpower, Money ind uimé—to the
Momﬂ-ﬂuum:nmm-m"bud
our coatings business. Broad coverage of the market.
supporiad by our most intansive advertming and
merchandising program, should pravids as slfactivs
W!«anu

Chemieals Group saies comprised 9.4% of 10taf von-
solidated sales. Although sales this yesr were oniy 2.4%;
under iast year, the proup continued 1o be plagued with
depressed prices and incressing cost pressures. As 3
CONSqUANCE, pretax resuits for the year showed & loss

of 34,341,173 versus a los of $2.229.057 in 1970,

Wae cap sxpest impravement i chemesl sales and camings

only as the geners! sconomy improves and compames in
the chemical industry move (0 strenpthem Unemsetves to

producers.

particuinr the relaxive capital requirements sad the volatility
of the business-ase such thet this segment, svea more than
others, must be under consiant review, We have shit
down one and are in precess of shusting down » second
chemieal operation, doth of which are 0o longer proftadls,
Two other oparations ae being convertad 1o producty
that give promise of profiesbility. I the nest fow mosths

- we wil] detarmine whether awy other operations hold

i-suldulumumma
Jjustify continuing them.

Ausiliaries Group sales sccounted for 9.2%, of towl
consolidased saies. Despite & sales gain of 5.3% over last
yoar, profdits were down. This was dus to & tombwnation
of start-wp and strike-generniod costy alfeciing the
container division, and the genersl softness in demind
for dursdie goods which sdveriely affectad performance
of the Osbara Masufacturing Co. mbsidiasy. Barnings
mwmmummmmmum
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to offsat these drains totally, resulling in & pretax profit
for the group of $2.075,638 this year versus 59,134,046
last year. However, we foresee improvement in both
<oste and sales and anticipace that profits will recover

in the coming year.

Our Sprayon Products subsidiary had s record sales yesr,
and 1t was necessary to expand the production capacity
of the Ansheim, Califorma. plant. Pretax sarmings were
§1.420,264 compared to 51,114,907 in 1970. With aeresol
packaging groming for many peoducts. we sxpect

fiscal 1972 0 be another banner year,

Although sull small, {nternational Opersiions continusd
10 grow in imponance. Pretas sernings ross 10 $1.310.900
from $1.176,791 last yesr. Wa are placing 3 graat deal
more smphass on developing more profies, parveularly
aver the longer term, from this sctor of our busiwss.
To implament the restructunag of various sagments of cur
business 0 a group conceps of orgamuastion, an officer
designauon of Group Vice President was established,
The following otficers were slected 10 new posts:

Richard G. Bull, Group Vice Presidens-Coatiags;
William Moonas, Group Vics Presidest-Auxiliaries; and

At the organizstional mesting of the Board of Direciors
heid immediately following the Azanal Sharcholders

Mesting in Decomber, (970, foha N. Dauman submitted

s resignation in kesping with sstablished policy covering
retirement at age 70. He had served offsctively for 8
petiod of ¢ight years, aad the board is grateful for his
rols (o helping to guide the company.

Cune C. Brewer, prssident of Southwest Fores Industriss,
was named to fill the vacancy thus crestad.

Aftet 4] years of servics, Arhus B, Holios retired as
Vics Prosident and Techncal Advisor to the Prencaat.
Me. Holton’s contnbutions to the company and the

Georpa F. Schisudecker, Geoup Vics President-Chemicals.

Predont sn:: :Ium dnd Chawmm Bakinig
SAMTROS Mt MSLPAL [ LT
of the Wmnl‘na nu:.;:?‘.

dveruang-merchanduing progrm.

industry wete many and varmd. To him we express

OUr Warm appreciation.

Two new positions crested during the year were thas of
Direstar of Corporate Development and Director of
Environmental Control. The former ennompasses all
plaaning funcuons with particular emphaus on refiming
aur long-range planmng actuvities. It 13 alresdy apparent
that this move will greatly enhancs our abrlity to plan
mmfummuuu and profits. The latter
position is designed to implement our frm corporaws
commitment 10 have the best possible working environ.
meat within our plants and offices and not w0 despoil

the enviroament arouad us.

We are pleased with the progress made by the Coatings
Group dunag the yesr, parncularly in light of the general
econamic climate that prevaded. While the results in
certaun other arets of our busniness were dissppomung,

we s confident the steps that have been and are being
taken will provide a base for improvemant in these aress.
We have ciserty defined the prodlems and are vigorously
attacking them. If the sconomic recovery continues o8 1ty

© Pretent Pace, neat yoar's resules thould axceed those

postad in 1971,
On behsi of the Directors, we thank sl of our employess
for thewr sffores and cooperation dunng m‘ year.

& Lo Salorlonire

Chawmess of the Beard

OO P
Prosrdens
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“MORE THAN A PAINT STORK™—That new advertise
ingemerchandising there comes slive ia Sherwin. Willisms

branch stores. As the photo at left above illustrates,
custamers have 8 wide choice of paiats ta meet every

oai nood, They also flod | | colos seteition side.

authontazive sdvice om how to paist, plus & full comple-
mam of painting tools.

As befits s puat store that is * More Than s Puim Stors,”
many other decoranag companents are avatlabie i these
bright. modern shops. As indicated in the photo at left
below, walipaper. carpeting, drapery matenals, eves
tamps and uafinished fucniture may be selected in &
relaxed and comfartable stmorphete.

The Year in Review

As pointed out in the Letter to Sharehoiders.
mpomm changes wers made in our organiza-
tion during the yesr. The various parts of our
business have been restructured into groups
and each placed under the direction o' a
group vice president.

Heretofore. responsibility for research.
producnon distribution. marketing and
accounting had been divided along functional
lines. Now all these responsibilities are
divisionalized in accordance with the business
interests of each segment of the corporation.
This change speeds decision mlkm;. provides
more effective communication and insures
faster action in relation to market changes.

Tha restructuring is reflected in the reports from
the group vice presidents that follow. All
comparisons to last year have been made

after reworking last year's figures to conform

with the new concept of organization.

To round out the reports from ¢ach of the

group vice presidents, we have included nmws\_ )
from other exscutives in which their particular
aress of responsibility are covered. We believe
their comments and observations will give

- you s more complete view of the operations

of your company.

Individually, the reports focus on the various
parts of our business: collectively. thet reflect
the strengths with which your company faces
the future. We are confident we will success-
fully meet the challenges and apportunities
that surely lis ahead.

0007-SWP-035035
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The Coatngs Group is revponsible for the production.
marketing and Jistnbution of paiats. varnishes. lscquers
and allied matenials \upplied 1o retail customers. dealers.
PUALIAG contractors. tndusingl maintensnce customers,
architects. automotree refinishers and users of fsctory-
applied nshes. The group aiso mackets painung tools,
wallpaper. floor coverings. drapenies. decorauve
accessones. unpainted lurniture and refated stems.

Sales guins were made 1n alf secnions of the group. Apain
the branch orgamzation contributed the largess share of
our results. Branch store sales st new highs.

At year's end. we were operaung 1847 branch stores in

the United States. During the year {1 nbw anes were
opened, while 39 wers closed. 74 were relocated and S were
remodeled and expanded. Even though we had fewer
branch tores 1n operation at year's and. the total square
footage of the stores was greater than & year age. These
changes are 1n kéeping with ouf planned program to
provide more compieta sen co And Keep Pace with
chanmng market conditions braught about by population
shilfts and changing retad duying habns.

We moved 1tg {3 additional leased departments. chiefly
n mass merchandising outiets, dunng the year. However,
the 1ol number of tuch deperTments we ROW opevale
declined to 279 from 310 & rear 20, This reflects the
contnuation of programs established some nme ago by
mmonnuehumm\-hnhﬂnycnuﬂyuhm
aperation of ihese departments ihemseives, However.”
these departments continus to il products which

we manufacture.

Sales to deslers heid up well. As sxpectad. daplor-owned
buying organzanons and multiple-unit cewniling concerns.
were our best dealer customers with the smaller

The Coatings Group

“Vigorous sdvertising and merchandising
¢fforts. coupled with a coatituing cow
reducuon program . . . point Wwacd
highly satisfactory resalts in our

cosuings sales and profits.”

Richard G. Ball
Croup Vs Prasidemt—Cosnngy

mdmu outiets accouating for 3 shnaking
proportion of sales,

Sales to painting contractors amd to industnal masstenaace
sustomers began to show impeovement duaing the ~ciond
quarter of the yesr and have contiued that puttsrn.

The former were spurred by the 1ncrease 1 huunng starts
Not only did this affect idles Tor new construction.

but slso redacoration and home improvement.

Increased amphasis on ManWNaNcs By ndusry helped
<ales of industnal mamtenance products. These vales were
alsoabetted by curecpanded color styling sen e toindumin
which assists industnal managament in making effecuve
functional use of color.

We also enjoyed an encouraging gam in sales through
architests. This came largely 33 & result of our »ustained
ofort n this market duning the last lew sesry. The

Besu Monda™ color systam, ntroduced at mrdyesr. 1»
Knding excellent acceplance among archivacts 45 3 turthee
21d 10 color and Raush selection.

Autamotive refinish sales by Sherwin.Williams and the
Martn-Senoue. Acms and Rogers divisions continued

10 expand as they hare for some years. This i § steadaly
growing market an wiuch we are plasing considerable
smphasis. Dunng the year, five new JR10MOtINe sen ice
centers were established. rasing to <8 the tatal of wuch
specialized comers serving the man) facts of this market.

For mueh of the year, sales of indusinal Nnishes sulferad
from the slowdown in induitnal 3ctuvity. Howaver. xale
started 1o move upward in the mddie of the third quarter
and continusd 10 show fenewad sirenge. Finishes tor the
building industry were § considerable factor in the sales
turmn-around. Coal coatings Tor metal siding. roof deching
and othee companents contribured strongly. 1
did matenals for factory Anisming of wood components.
The warteup of veveral major elecrodegontion lines

by customers also led 10 increased sales.

0007-SWP=035036
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Operating costs in the group’s {2 plants continued to
wnprove dunng the year. Heavy smphass 13 being pus on
inventory managemant to keep stocks in balance with
demand, The sificiency of the managsment systam was
svidenced by our ability to reduce inventones while
muntaineg a high level of servicy to customers during
the year. The system also elismnates closing piants for
Inventory purposes since wking of finished goods
nventones is now dons cyclically throughout the yesr.

Early in the Ascal year we closed the W. W. Lawrence
plant at Pictsburgh. This was dane whes «t became
evident that other plaats could more efficiently produce
equivalent output. We are discoatinuing varmsh and
lacquer production i Dayton for the same resson.

Environmental quality control continues to hold a high
prority ia our operstions. At Oakisnd, Califorma, we
are pionesning a new approach to control of vapors from
the vamish plaat. This invaives the use of low tsmpers-
turs condensers which ar expected to solve & troublesome
odoe problem. eliminats hydrocarbon emissions and
recover whst had been discharged Into the simosphere.

Typweal of other current activities in environmental
contrel are: changes in varnish methods 31
Gidbsboro, New Jersey, to eliminese sir pollution:
1astaltstion of wasie water crentmant facilicies st Morrow,
Georgia, and Los Angeles 30 sffluent standards csa be
mat: mmd-muamw
piant to sliminss discherge of ohjettionable materials

1nto the musicipal 1ewsge systam. A number of other
projests at vanous plants are ahe usderway, and still
othars are 1a the sngineenng ntage :

We have made tubstantial progress ia the further develop
ment of practical powder coatings. Thess coatings are

paint an 3 solid rather than 8 hiquid form. The powder 1s
apphed 10 an oB)ect. Lsually by vlectrostatic spray. the
object 13 then subjctad t0 hul. and the powder is
converied 1ni0 8 cured. contnuous fiim. This method of
applying & couting hus many advantagen. not the least

of winch 15 the fact that it perinits Righly affeient use oF
coaung matenals with pollution problems laegely. if not
wholly. eitminated. Piang for commercud production of
powder Coatings are now neanng completion.
Watar-disperssd costings that include solutions or dise
persions of resing in water have now been developed.

Such costings have many of the charactenstics of latey
emulsion paints. For indunnal sppiications. they provide
hard, durable fmshes based on such resing &s alkyds and
polyestars with ail the advantages of waier-basad 53 stams.

Among other resesrch and development projects drought
to commercial usefulness are: high merjry curmg fliers
and clear finishes for plywood and hardisosrd: urethane
foum materisis with 8 high potential for applicasion 1a
the furnituce, building component and other fields: and
high heat resstant polyestar compositions for electncal
uummmmmM

We s Mw; oward lllcnmal sliminstion of fead
trom all residential painis. Ia anticipation of regulations
restrictiag the lead content of suck products, we have
established new formulas thas wil) enabls us 10 mest the
proposad requirements By the end of thiy calendar yesr.
‘Wae have also elimunatad mercunal compounds both as a
bectericide and a8 8 ruidewede in all of our coatings.
Fiscal 1972 appesars 10 be 8 promusing vear for growth ia
our coalings sales sad profits. Vamummnuml
merchandising efforts. coupled with s continuing cost
reduction program and the sxpected improvament in the
economy, poiat toward highly sausfactovy results.
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Products of the Chemicals Group include pigments,
organic and inorgame chemicals, cherical intermnediates.
textile chemicals, consumer specialty chemcal produets
and coatrect custom chemcals. These products ase sold
to 3 wide vanety of industnes,

mmmm.mm-nmmmmm
been suffering from lack of sales volume, depressed prices

wmgmmdwmmmm‘

1a the performance of the Chemicals Group duning 1971.
Sales declined from the year befoes and an operating
loss was sustained.

Shoctfalls in anticiputed sales revenus stemmied (rom &
number of circemstances. Tha depressed state of the
graghic ars industry seriously affected orgasic pigment
sales. Prics srosion 18 commodity chemicals, largely the
result of intensified formgn compention, also contnbeted
10 lawer sales revenue.

[ncressed umt costs were dus in part 1o the fiact thet
several plants opevatad at & Tate significantly undee
capacity because of declining sales and industry over
capacity. Concurrently, increased labor costs, rising prices
of raw matenals and purchasad serviosy and incresesd
sxpenditures relating 10 pollution comtrols abso
coatnbuted to higher costs.

With an eye to improviag proftability, cortaia merginal
operations have beea cloted down. Mithalic sahydride

discontinued during the yesr. Scheduied phasing )
Linsend ol production at Clevelsad was begua snd is w0
be compietad within & frw months.

Because of the vievual elimingaion of lead from paing
formulstions, the manufhecture of ieaded-sise oxide is
being phasad owt ut the Coffeywiile, Kansas, plant. Thess
lacilities are being converted 1o a sew process for zine
oxude manulecture which will grestly incresss our
capasity sad aiso improve our product quality, thevedy
snabling ws to serve new markets.

to bolater both sales and ssraiag.™

Goorge V. Schinaducher
Group Vies Prwident—Chommnl

Plans are being developed to changs the phthalic
anhydnde plant over to production of isophthaloniinie,
an imermediaty for agncultucal and polymee chemicals,
Concurrently, wa are evsiuting 3 number of inorganie
chermeals that mey be profitably peoducd in some

of our other axisting facilities.

The realipnment of resesrch isboratones degun last yese
was completed this year, and the number reduced from
four 1o thres, each specifically orientad to droader aress
of intsrest. The realignment will incresse the »ificiency
of total Iaboratory effore.

Several staps were taken during the year towsrd develop-
ing more profitable means of marketing {unctomal
products. [a line with the corpornte objective of serving
more directly the ultimate ussrs of our products,

4 taxtile chemicals division was sstablished to provide
More inclusive servies 10 the wanle indusiry which we
have loag served with ous Sherdys color line. Similarly,
we have eniarged mmpdmummsmq
peoducts effoes to include not caly the Acme line of
garden chemicals, but alse lines of swimming poot
chemicals, bosting chemucals and other recrestional and
household products of incsress to consumers.

A Mutals Protestion Venture, concerned with masketing

‘chemicals that coatribuse to corrosion renswancs of

nmuu-h.mn-m\\hummunmnm
salss channel for triazols and seversl new chemicals.
Addidomily, mmMMnm&lﬂ foe
direce use in the plastics fleld.

Eforts to mske all of our plsats poliution-free are
continuing. Currently, sqwpment to control odorous
emissions is belng installad at the orgras chemucals plants
in Chicage, and a waste waier quality imprevemast
projest is being carned through at Ashtabuls,

‘The owiook for the Chemicals Growp is promising ss we
ook into the fustiure. As upswing ia the grasnl sconomy
Is cestain to be reflected in chemical sales, 8ad cost reduction
offorts made this year should begin o have favorable eifect

" in the neat term. As 80w produsts am put inte producuon,

they can be expectad to bolster both sales 3nd earnings.
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*Prospacts far the Auniliariss Group are
highly encossaging. Thers appesr to be no
obstacies in the way of further growh.”

Willlam Mosaan
Group Yies Prendent—Autianes

[ncluded in the Auxilisnes Group are the Container.
Deshier Products and Printing divisions. and the Osbomn
Manufactuning Co.. Rubberset Co. and Rubberset Co.
1Canadal, Lid.

Although sales of the group rose, earnings were under
lass yese. The dip in earmngs is directly attnbutable to
three factors: & 13-week strike ot the San Leandto,
Califorma, container plant which made it nscessary 1o
supply many customers from other plants at considerably
incressad cost: connnued higher-than-expected costs m
bringmg the new Elgin contmner lines into full production:
and lower sales of Osbora Manufactunng Co, broughe
about by the general downturn 1a the metal

working industry.

Contmnsr division sales voluma ross and accounted for
§3.9°, of total group sales. Howsver, earnings declined in
the face of nung costs. A large povtion of the sales
incresse was dus ta considarable growth in demand for
asrosol containars and improved sales of contamnens for
paint and charcoal highter Ruid.

As noted, Osbomn Manufacturing sales declined. accounte
g for 10%; of group sales. The operating sarnings of this
sumuqmummoumm However, the
projected increase 1n sales of industrial pewerdriven
brushes and gnnding wheels, plus s substantial backlog
of machinery orders, indicais s improvement in flscal
1972, in Germany, although the Schmitz & Ludwig
subsidiary of Osborm achisved & sales incresse, the
operation iacusred & 103 due to problems iavolved in
smdamﬂmu‘hmn‘mdw
technelogy in & new markes.

memCo.m“mmumbﬂalnui
carungy over the previous year's level. (ts sales comprised
7.3% of group sales. A new French licensse. Rbodiaceta,
S. A.. began producing nylos brushes during the yeer.
Rubberset Co. (Cannda), Lid., also enjoyed improved
sales and esrmungs over 1970 with 6.5%; of total group sales.

The printing division produces labels. stationery asd
adversung-merchandising sales aids for all domestic and

inwrnationsl segments of the company. Typical of the
division’s production during the year were 25 million
coloe cards, 61 million Labels, $00.000 cataiogs and 3
vanety of sales promouos matenals.

The Dushior Products division had the most producuve
yest in 1ts Instory. Pracucally all of its production was
supplied to the Costings Group and to the Rubberset
Co. Mans are now being made to market more of the
division's outpet to outside cusiomers.

The Auxiliaries Group made major plant snvestments
only at the Elgm. [llinow. container plant. There,
$2.492.000 was invested in two new metal lithographing
lines. & galion oblong container production line. a quart
abloag container production line and an additionsl
asrosol container production line. Another asrosol

munumm fu 1911.

Twa poliutios conatrol projects are now underway at the
sroup’s plants. One involves the installiion of after-
bumers on ovens st the Chicago coatauner ithographing
facilicies. Thess incinecator are 30 desigmed 1hat products
of combustion (rom the ovens will be coaverted to carbon
dionide and water. solving an odor poilution problem. At
Osborn’s brush pisnt ia Henderson, Kentucky, a waste
waisr diversion project 1 uaderway 10 tlimnate the
powsibility of polluting streams in that ares. A new wood
waste disposal systeme is now baiag snginesrad for the
Henderson locstion, This will eliminate sir-boene sawdust
3nd bura all wood wastes 10 supply heat for the kiln dryers.

Prospecss for the Auxilianies Group are highly encourag-
ing ARNOUgh the new container lines ai Elpm are not

yat OpOrsting At satisfactory capecity, wa expect to see
slow, dut steady, Improvement. With these added facilines,
mm-ﬂlmhombhuuap-
talise more fully on expanding sales oppoeTuaites.

As stated suriier, in view of Osbora’s current ordar backiog.
we axpest its sales t0 improve substaatislly, There

to be no obstacles in the way of further growth for the
other segments of the group.
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A Righly specialized subsnidiary, Sprayon Produsts. e
peovides asrosol packaging servies 10 many (ndustiies
through its custom division. The company also peckages
and markets a broad line of industnal products under
the Sprayon label through its industrial supply division.

Continuing an upward trend. sales in the 1971 fiscal
yoar rose (0 & new record. They made up 3.6 of towa)
consolidated sales. Earmngs were also higher than

» fiscal 1970,

Althaugh packagpng of costings for the Costings Groep,
a8 weil as for many other oatings manufacturers, is &
major segment of the custom division's business,
packaging of other types of products is growing stsadily.
The volume of such materialy a3 window cleaners, metsl
cleanert and fabne protectors is incressing at & good pece.
Also of growing importance are materialy for the autos

*  motive after-market—vinyl cleaners, engine degressers,

carburetor clesning compounds and awta dody undercosts.
The dectromcs industzy 13 contnbuting te custom
packagiang growth through increasing demand for
specislized clesning matarisls and other electrosically.
oriented products.

Another sres of promising growth is the adbesive fleld.
Pressure-sensitive adhasives. 13 well as adbesives for
floor tild, package closures, phota mousts and many
other uses, are now being successfully peckaged in

aerosol containers.

In a major breskthrough, Sprayoa recenty developed 2
method of asrcscl packaging both pigmeated and clear
sheline, overcoming & aumber of diffieult tachnical

problems a the process. The techaological achisvements

10

“The serosol paciaglag induwery sppancs
to be headed for conuaued growth . .
Spmyon has kept p-umhm:lluuus
prograss and ws expect to muistsin

QuE strong pontion.”

Jom G. Tl
Prondont—Sprayen Producs, Ine.

are sxpected 1o have spplication 1 packegung other
products.

‘rmmm supply division continues to expand its
line of products. Munmun-.dudimionuudlu

10113 saensive jobber dinbuting organization. At year's
end that organizstion iaciuded 498 jobbers. The number
is expected 10 increass about 107, in the coming yesr.

Thanks to stepped-up sfficiency through measures tzken
at both the Bedford Heights, Ohie, and Ansheim,
Califorma, plants, Sprayon found it necessary 1o institute
only very manoe pnce increasss during the yeur despita
tising coms. Furcher cost control messurey now 1n effect
include the use of leased trucks which 1s resulting 1a
substannsl saviags oa freight charges.

As the variety of producty being peckaged Ms incressed,
the nesd for stepped-up quality control procedures has

’,uumannnun.mnmmn

sophisticatnd inszruments designed to safeguard the
quality of both the new products and thoss which the
subsidiary has packaged (or some time.

1n tha past, Sprayon haa aot generswed poliution problems.
The neture of its operations is such that the probability
of future poliution is extremely low. (f problems do
develop, we are confidens the sdvanced dengn of
Sprayon's plamts will pevmit them to be effectvely
handied by existing facilities.

The serosol packaging industry appesrs to be headed (oc
cantinued growth s the convenncs of its "push-durtos™
dispemsers is introduced 1nto an increasing number of
produst Belds. For several years, Speiyon has kept pece
with the indusiry’s progress, sad w8 expect. 10 mainiain
OUT SLIONG PONILION.
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*This divisien seeks t0 expand the
company's partcapation in markets
abroed. Additional joint venture
possbalities and acquisitions are
currestly being explored.”

Michao! . Welsh

Genornl Manager—{marastions) Opwrstions

The major function of [nternational Operatioss 1 the
masufacture and marketing of costings outside

the Unitad States. Canada and Pusrta Rico.

In addition, thia division sasks 10 expasd the compeny’s
partiipation 1 markets sbroad. Plaats of whelly-owned
subsidianes are opersted in Mexico, Brazil and the
Netheriands. and there ara licensent ia 19 other couatries.
The division also hag wholly-owned subsidiaries serving
3 sales orgamzations dasad :n Beigium and Jamawea, plus
an International Technical Laboratory in Cleveiand.

Grass revenuss and net income for the year incressed
modestly over 3 yesr 290, Esrnings, however, were affacied
sdversely by the unsisble sconomic conditions in some
foregn countnes and by disappointing results ia the
Netheriands operation,

Expenses during the year incressad for several rasons.
A main pre-octupation of the divisiona is the

and training of management and stall fos foreigs needs
of enisting operstions and for expansion. Immediate
returns ars not seem from expenses of this kind. The
operations of the [nternations) Techaical

were expsnded 10 provide the broader technieal bes
«mﬂmhﬂnhﬂnmdum

During the year licenss sgrorments were signed with
peing manwfactucers in Australia, Now Zesland, and
Costa Rica. At the very close of the yesr, we mmtered
into & jowst vanture for paiat manufbcture in Pansme.
1n this we wall be assocrated with an exstisg licenses of
mpmu.-ummuum

Additonsl joint veature possibilities and acquisitions
are currently being wxplord.

In Mexico, opsrations continued 10 enjoy steady growth
aad saves new branch siores, pattamed largely after those
in North Ameries, wers ssuablished. The Mezican
COMPARY ROw operates 43 such branch stores.

Verfabrieken Ralston, N. V.. mllu\bli«lludupcmd ‘
a fth branch store during the year &t
mhﬁmaummnﬂumuum«on
plans 1o test more intensively some of the new merch-
andising concepts we believe can further expend sales.

In Zurope there appesrs 10 be developing 8 do-it~
yourssif markat with indications that new and different
approaches i selling will be needed. '

1t is our philosophy that the interests of the company,
ixs subsidiaries and its licensees, can bs served bemt
through coerdination on & regional basis. In May the

- first regional mewting was conducted for representatives

of companies in |3 Latia Amencaa and Canbbesa
countries, At the mesting new marketing and manage-
meat concopis werd examined. Major steps were iskes
10 achieve wniform packagiag of simulsr produsts
througheut the region. We beliave that this ymlormicy
is & provequisite to making faastble regional sdvernung
programs secessacy lor actelerated sales growth.

Early in the 1972 fscal year we will cresta the new
pontion of Massge—Europesn Regios. This move s
designed te give further sssistunce te our European
subsidiacies and licensess, with the ultizsate objpective of
incrensing pematration intg the Eusopoms markst.

We are confident that under the regional concapt results
will be ag elfective 8¢ those now bang achisved

in Latin Amsrica.
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Purchasing 1$ 8 corporste function with the Purchasing
Department negotisting contracts and commitments, and
providing procurement services for the Costings,
Chemicals sad Auxilianes Groups.

The Purchasing Department is centralized. with specislisty
concentrauing on spetific matarisls and services. This

1l30 astures the economies made posuble through largs

quanury purchases. In the interests of efficiency, the
purchasing function 13 slso exercised st ssch plast 1o
expedite of materials and supplies for local
use and to meet local production requiremaents.

Among the raw materials purchased are rutile, barytes
and celestits ores and zinc concentrams for pigment and
chemical manulecture: pgments, latexes, oils and petro-
leum and coal tar solvents (or costings production: and &
variaty of chemicals and chernical intermadiates for resia
and chemicnl operutions. Other iteme purchased include
un plats and cold rolied steel for container masufasture;
carvons and drums for packaging our products: propels
iants for ssrosol packuging: astwnl and syathesic bristle
and wire for brushes: lumber for brush hendies: fabric
for paist rollers: and all plaat and ofias squipment
and suppliss.

mmnmmﬁﬂ-t&md »
supply for the many decorating and rvlated produces
re-10ld in our branch stoces sad lessed depariments. The
actual purchasing of such materials is Randled locilly in
sccordance with corporats purchasing guidelines.

12

sdequaie supplies vou
during the year. We anticipete no major
supply problems ia the year dhead.™

Rebart F. Homnig
Yies Prondestrrchomng

Vommdmuumum In weuring
adequate supplies during the year. In anticipation of 3
posubie werk itopeegs in the steel industry at midyesr.
un piste purchases wers mmﬂynl:mui\umn
uninterrupted production of metal containers. Overail,
prices heid fairly stendy, with decreases on some items
offsatting increases on others to a large extent. In regard

“to’ piifehased services, two general freight raie increases

by both the railroads and the truck lines wers 3 major
soncern, To offset 10Mme of these (0cTeases, be 11e fOW
operating leased truck flests whers this is (esaible.

To farther strengthen the corporate purchasing rmon.
Harvey L. Piepho has been named Asnistant Vice

. Prosident-Purchasing. Mr. Plephe bnags o our purchas

ing organization valuable expertise guined in previous
assignments within the corporation. These encompassed
technical aad plamt operations. sngineenng snd plaaning.
He was most recantly Corporata Directar of Engineening.

A recent orgaaizational chanpe included the consolidation

- wm;mwwmm.mm

into the corporats Purchaung Department, This scuvity
was formerly carned through at Detrost. Wa belisve it
can bs more effictively performed st headquarters in
tonnction with procurement services for branch

15008 OpeTRtions.
chmnmmm.mm"m ;

;amﬂm.umummm;uwmd
purchased materials and servicss will be moderasely higher.
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*. . . we will also sesk incrensed motivation
for all mecnbere of oue work focce 0

they may fnd Yoth challenge and
satsfaction |u their day-to-day tasks.”

Richand R. Crow
Vica Premdent—Pericane

Al personasl policies are administared by the Corporats
Pyrsonnel Depaniment. Respoasibilities cover the full
spectrum of matters related to employess, including
recnniment, COMpPensation. Contract negotiations, training
and employss commusnications, However, tha personnsl
function 15 broadly decentralized with personnel managers
Tocated at ail producing units, majoe laboratones and

tn sales regrons.

Attheend of fiscal \971 we had 20,034 smployess, a dacreass
of 431 from the previous year. This decreass was lirgely
the result of the elimination or consolidstion of functions
under 3 very effective Profit (mpeovemient Program.

Labor contract negotistions wers condusted at 10 locations
during the year. ight of the fusulting coatficts were for
thres years. the other two for two years. Bacaase of loeal
ciccumstances, the costs of the sew coatracts varied
considerably, but all werw well wichin the raage of ssttie-
ments dy other companies during the same period. The
contracs at the San Lesndro contaner plaat was obtaised
only after & threp-month strike. A work oppage &t the
Newark plase and ascther st the Morrow plast, both
over not-economis issess. were of short duration.
Countrast segotiastions soheduled for 1972 invelve six
During the yesr, 341 cxgloyens made use of the Tuition
Aid Piaa under which the fusacial
1id for work-related education om the '

sod graduate [evels. Effors in the National Altizace of
Businessinen program to train sad plase hasd-core

unemployed were conunued. A tocal of 30 persons
underwens training. Our rvtention rate compares very
favorably with the national aversge.

Manpower planning activities in all srens of our duniness
have beem furthae intensified in line mith overall corpornte
longsrange plaaning. The obpctive is 1o have well
qualified people availeble for new ausignments as these
duvelop. We are making strong efforts 10 search out the
MMumm&pmmm
guidancs for it 38d be ready to mave peopia Into aew
and more challeaging pestions 4s opponumities open.
This program has many (acees, including aa Asssssment
Program to identily spucifie capeinlittes, and extemsive

} m-uvhmh-.h;vihmhyohlnh

The program of cormmunicatiog on & peron-to-person
besia with smpioyess concernung benefits svailable to
tham as members of the organization has recmved o
entBusiastie aocaptance. It is being expanded 10 provide
information on general corporate objectives and pertiaess
financial masters.

1a fiscal 1972, we piss to broaden the scope of the
employes COMMMAICALIONs prograsm o include discussions
of Jocal cbjestives aad results withia the framework of
COrporaie aimg. Al the 18I0 tims, mor-thorough effort
will be mide to deermine smployes attitudes aad resctions
te prograsis asd plass of the corporstica. We will also
seok incrensed motivation (or all members of the wotk
kuuaqnylﬁkamwm

* im their day-so-day tasks.
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As part of the restructuring of the Company 1nto opersting
£70UPS. OUP accOUNLING has Desn reorganized O that we
can ceport comparably on each general bumness ares.
Following 15 & schedule of pratax operaung resilts for
1971 versus (970 for sach of the reporung units. The
income figures have been computed after full absorption
by each of the umits of all direct and indirect costs and
allocauion to those units of all corporate cons. including

"Qrm!ﬂmmm-mm
in good baiance. This provides us with an
exceilent buse and considerable flexibelity to
support the growth we snvisage.”

Willam C. Fise
Vice Pradant—Finsnes

interest. pensions and general admianiraine evpense.
This approach providis your MaRagument with much
more precise information relative 1o the profitability of
each segment of the business. Since all cons have besn
fully reflected in the operations of each umt. the total
of the incoms Agures agrees exactly with the amount
of pretax income reported (n the corporate Statement
of Consolidated Income.

197 (Thousands of Dollare) 1970 _ Change

Peccost Income 1 Percont [l
el el ey
Sales Toi  Tesss _Towl Sales Towd Toxes  Towd  Sales  Taxms
Coaungs.. .. $325.008 Y L m.m 0 S04 M 76.0% IR - “&" SJ.J!! $).749

Chemicals.. ..., 92074 (14 436 .13.9%; $3.47  10.1% L -17‘ ANy e

Ausibenes... . 51,008 92% ML JE X 1Y #02 ”°2°"% L2 ) "’ 2502 -1.098
Sprayom...... . .. .. 14280 6% 1,428 49% 12,347 U lll’ ’ SI" 1318 33
fnternavonal, .. . 1147 0% 1,300 44% 10.42¢ % l?? u-' 100 1%
Tous §ii6 (88% ELE i00% HHTW @8 0N [ AT X T Y]

Taxes—The provison for L. 1. and foreign insamy tases (or fanal
1971 anouns 1o $11.710.038. Other tanes asntnund te s, Thuse
tanas smeunied (o 315,027,311, up from 513,403,332 In 1970,

Drvidends totalling $11.740.900 ware duciarad thi yeor. Cash
Gividends have bem pond 18 avery yeue mass (883,

Caprial Expendireres duting 1971 amounted ts $12972.33).
compared with $15.485.404 for 1970 Dupraniation 1 1971 totalied
su.omun—mm.uuum

Cloard Facilicies=—Negutiations wre w prasss for the pommbls

dispenmon of the Clevelnnd lisnsed oif mell sad the Sound Sreak,

New Jeraey. rascticide plant. AS ths Uime & appeart there will b
mu—_mwln-m&_mw )
with cioes-downs will be incurred i 1972 A reserve has Soem
cranted 10 cover those sstimated Couta.

Genurul Financral Condivion—Dunng the year & $24.000.000,
thewe-year Revolving Credit Agreument wis Aagossied weift &

14

§rous of banks. We do nat forses the nead for any asditionsl
fnenmng dunng the 1972 flacal yeas. sxcept for 1ascnal BOrrowngs,

Working sapetal 8t August J), 1971 increnend te $189.)04.098 from
SISOSON.362 @ 1970, Curvemt ratig wne 441 10 .

Ouring the year $1,303.000 prwnarpel smount of (he Company's
3.45°; Osbenturss Dug 1992 wers repurshaing 1o Mees sinkeng
Mm—“hmﬁumm Agnl 1973,

Penswn Planse=Possion sxpemss for facal 1971 was $4.91).056,
comparet te 34.430.606 1 1970 Coriaen of the pension plans were
amanded during the yEie providing iMBrOvEEnG 1or the paricipaAt.
" These shingm bisome offastve 5l YENOUS UMES SArING & Lhe

1971 fanal yose.

Emploves Stuck Parchase Plan=)uit over 6.000 ssianed employem
curvently are parucipatng through regular payroll deduttrons w
the Fiaa wheeh was Hared Apn ), 1900, At Augum 31. 1971,
lnzllMdeanu' of the total
aumber of shars eutsionding, wavy el iy Uns employes fund.
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FINANCIAL SECTION

FISCAL YEAR 1971

THE SHERWIN-WILLIAMS COMPANY
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Statement of Consolidated Income

Costs and expensss, inciuding depreciation (principelly straight-k
and 310,645,666 Shiline)

of $11.920,036 in 197] in 1970:
Costofproductssold . . . . . . ..
Seiling, geveral and sdministrativeaxpenses . . . . . . . . .

L N I T T S

L I L I T L T S SO

Income Before Incoma Taxas and Extrsordisary Credis

Income taxss:
United States—Nots B:
Deferred . . . . ... ...... e e e e
Formiga ... ....... [, N .« .
Income Before Extrsordinary Credis
traoedinary o from the sais of
mauoflnﬂ.lm-r&lv i
applicable income of§352000 . . . ...... PPN
Net Tacome

Nt iscoma pes commen share—Nots E:

Assuming no dilution:
NtiosoMe. . . ¢« ¢« ¢ o 00 v v e aeer oot oneas
Asuming (ull dilution:
mm‘l .......
Ntinoome. . . . .. vt t v s v ntens oo

Ses 20t 10 conselidated Snancial statements.

§ 15,175,408
m———

Yeur Ended An!l_u n

T om 1970
$534,692,41) $525,737.787
1.326.074 1130999
136.015.487 ! 526,918,726
155,854,127 312,386,374
159.950.438 144,312,200
491,05 4,430,636
5.J96.900 6.759.220
327,133,041 97888.701
28,385,346 19,029,999
11,000000 13,048,000
1518881 | 350,00
LIoLIBT 1.099.09
13,710,008 ' 14,487,002
15175408 | 14542913

[

O . $14,482

$ 15077393
————

$ 22

265 .
B, 10
$ 2.48 $ 262
H P X 14 $ 14
el »
3 47 3 .9

19
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THE SHERWIN-WILLIAMS COMPANY
And Consolidated Subsidiaries

Statement of Changes in Coasolidated Financial Position

Searce of Funds
From operations:
Income befors extraordinary credis.. . PR
Auhmkchmuwomﬁoummmm
Provivomn fordepreciation . . . . . .. ... ... ..

Increase in noncurrent deforred foderal income taxas . . . .
Funds pravided from operatioas exclusive of

extesordinary credit .

Extraordisarycredi® . . . . . . . .. ..., ...

Mfm-holau%t?mbb
Subordinated Debentures . b v e e
Dnmnmmohn.m‘um.............‘.

Procesds from sale of stock under stock option piss . . . . . .

Application of Funds
Cashdivdendsdeclared . . , . . ... ... .000c...

Additions to property, plast sad W
ntofnormalretiremants. . . . . . . . .. ... ...

Purchase of common shares fortreasury . . . . . .
Purchaseof 5.45% Debsntures . . . ... .. . ..... .
O(Mf-m.-.

L I I ) L)

L T I T I R R I Y

a v 4 e r o0

WIIWMW

See notes to consolidatad finascial statements.
124

Year Eaded Augum 31
1974 ! 1970
$ 15,175,408 $ 14,342,913
1,920,036 10,645.566
1.432.38 698.15t
28,821,119 2598730
-l | 54402
8,521,119 26418212
= 40,000.000
O 125.000,000)
O 14,000,000
183,119 50,628
$ 20,701,498 $ 41,468,337
$ 11,740,900 S 11,766,298
11,728,767 14,470,122
W 592,063
1,303,000 B
4,185,836 14,533,773
(176.609) 106,576
$ 2,751,498 S 41,468,037
] E 3
$ (6.178.541) $ 12,432,208
7,154,792 6,688,272
1,319,213 9.419.136
B (3.138.749)
850,19t (1.061,299)
(6422 12,392,531
221,776 (8.939,83))
{357,759) 176,370
$ 418543 $ 13,333,178
L] L
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Statemeant of Consolidated Sharcholders’ Equity

Serial Common

Preferred  Common Other Retaiaed Stock fa

Balance o) Septamber 1, 1969, . . . . . . . . $9,195438  $3),342,156  S$1,2¢7060  S104,779.312 ¢ (97.796)
Series B preferred stock:

125 shures isswed upos exarcise of stock opdoas - 4,441 - 4,748 - -
Common Stock issued:

$2 shares upon conversioa of 25 shares

of Setion A prefucred stock and 7 shares
ofSerles Bpesferved stock. . . . . . . ... (1,130 328 n2 - -

889 shares upon exercise of stock apdos . . . - 5,556 352 - -
O . . . . . ...t e ety e e - - (49 - -
Netiscome . . . . ........000... - - - 15,077,393 -
Cash dividends daciared:

Seties A preferred stock-54.00 par share . . . . - - - (96000)  ~

Serisg B preferved stock—$4.40 perthare . . . . - - - (n3an -

Common=32.00pershare. . . . . . ... .. - - - (10,854,119 -
Purchase of 20,600 common sharve (or treasery . . - - - = 9206n

Balence at August 31, 1970 9,190,742 13340037 120923 180090408 (esasm
Common stock {ssued: !
31 shares upoa conversion of 18akares . . . . .,
ofSeriss Apraferredatock . . .. ... .. (540} 194 444 - -

6,150 shares upos exercise of stock options . . . - 40 218,24t - -
Netincomse . . . .. ... o0 000 . - - - 15,175,408 -
Cash dividengs declared:

Sevies A proforsed neck--3400 pwr share . . . - - - (296,020 -

Series D proferred neck—3440 par shere . . . . - - - s -

Common=-$200pseshare. . . . . « . . . . . - - - (10,631,299 -

Boiencs ot Angnat 31,1971 WULI01  SUNEHH SLIAWI  SOLUAIL  S6mAD)
See notss (o consolidated finsncial stateznents.

18 .
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Notes to Consolidated Financial Scatements
Auguse 31, 1971

NOTE A—PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include all sigmf-
cant subndiaries except The Sherwm-Willigms Conpuy of
Canada. Limited (majonity owned). The Company's squity
in the consolidated aet assets of that subsidiary amounted
10 $9.148.000 sz August 31, 1971. For the year ended
August 31, 1971, the Company’s equity «n the samings was
$160,000. No dividends were received during the yesr.

{ntercompany transactions have been eliminated, Appeo-
priate rates of exchange have besa used o translate foreign
currency amounts into United States doflars, and the effect,
which was not sigmificaat, was included in consolidated
income.

NOTE 8-—-INCOME TAXES

The Company has recognized the deferred income tax
listnlities and benefits resulting from timing differences be-
tween financisl snd tax accounting. The principal differevices
reisde to depreciation and reserves.

NOTE C—LONG-TERM DEST

The 5.35% Debenturss Due 1992 and the 6.25% Con-
vertibie Sudordinated Debentures Due 1993 sre redesmable
in whole or in part st the option of the Company at the
rates of 104% and 105.94% respectively and at declining
rates to 100% in 1987 snd 1990 respectively. The reiated
indeatures require sanual sinking fund payments of
$2,000,000 for esch of the 1ssuss, commencing in 1973 foe
the 5.43 % Debentures and in 1981 for the §.25 % Debestures.
The Converubls Subordinated Ovbuaturss arv convertible
into Common Stock at 348 a sham, subject to adjustment
in certain events.

A revolving credit agresment with 8 group of benks eati-
tles the Company 1o docrrow st prime raie up to $15,000,000
in the form of notes dus Juss |, 1974, A Re-of # % is
charged on the unused portion of the credit commitment. The
agresment requices the Company to meintain consolidand
Bt current ssams of not less them $125,000.000. The
Company has not yet borrowad ynder this agreement.

Autk rized and 1ssued shares of the vanous classes of

 stock ax August 3), 1971:

SHARES
Aythorized {ssyed
Serisl Preforred Stoek: . . . . 1,500,000
$4.00 Cumulative Converuble
Preferred Stock, Series A . . T3.000
$4.40 Cumalative Convertible
Preferred Stock, Senes B. . 134,913
Common Stock (including
22,900 ihren held 18-
Lt ITSTTIIPITIS PRy 15,000,000 5,341,867

The shares of Series A and Series B praferred stock are
convertible at base conversion pnces of $57.9) and 362.50
pet shars of Common Stock, respactively, taking sach share
of preferred stock at $100 for this purpose. Tha holders of
the preferred stock are entitied to ono vors for sach share.

The Company may redesm the Series A preferred s1ock
commencing in 1972 at $104 per share aad at 3 declining
amount each year 10 S100 per share in 1900 and thereafter,
and the Series B prefarred stock at 5109 until December,
1973, and at deckining amounts to $100 in 1981 and theres
wmwm«mwmm
in involustary liquidatioa is $29,091,900. :

At Augam 31, (971, an aggreguiv of (,641,193 shares
of Common Stock was ressrved {or comversion of Serial
Profuered Stock, conversion of Convertible Subordinated
Debestures and exercise of stock options.

>

0007=-SWP-035049

0007-SWP-000116469



of

6

67

— — v a—

NOTE E—-NET INCOME PER COMMON SHARE

Net income par common share has bees computed bused
o8 the aversge number of shares outstaading during the
year after deducting the dividand requirements of the Serial
Preferved Stock. Net income per common share assumag
fulk dilution aiso asiumes the coaversion of the Series A
peeferred stock and the 6.23%, Coavertible Subordinated
Debentuses (after sdding to net income interest oa the do-
bentures net of income tares) and the exercise of sock
options (with the proceeds from options used W0 purchase
Commoa Stock of the Company).

NOTE F—RETIREMENT PLANS
Substantially ail employess of the Company and its do-
mestic wubsidiaries, whe mest cartain requirements 3¢ 10
agw snd length of service, perticipase in soncontnbucory
plans. The Compueny's golicy & 16 aacii Sosirs
butioas for its pension funds rapresenting normal cost and
amortization of unfunded prior sesvice cosss over 0 years.
At the most resent actusrial determination dales, the assets
of the pension funds snd the balances shest sccrual excesded
the actusrially compuied vaiue of vested benefits.

THE SHERWIN.WILLIAMS COMPANY
And Consolidated Subsidiarzies

NOTE G—LEASES

Branches, offices and cortain warehouses and plams are
leased for various penods. The renta) epense of ieased
premises for the year ended August J1. 1971, aggregated
appronimasaly $17,300.000. Approzimately 35°; of these
tentals relats to leases expiring in (Ive years or lesa.

NOTE H--STOCK OPTIONS

During Sscal 1971, the sharshoiders approved a restate-
‘nwat of the Company's sock opuon plaa suthonzing the
1ssuance of aa additiona! 200,000 shares of Common Stock
ta offieers snd key employess. Options are granted at peices
nok lase thea fair market value of the shates at data of grant.
The options &re exercisable t0 the extent of one-haif or
one-itk of the optioned sharw for each (ull year of eme
ploymant following the date of grast, and espire five or
ten yoars sfier date of grast.
~ During tw year, options wers granted for 178.150 shares,
6,150 opxices wers axercised st an aggrepate price of
$253,719, and oprisas for 30,666 shares wers canceled. At
August 31, 1971, options for 209,137 shares were outstand-
ing at an aggregase price of $10,137.084, opuons for 72,357
sharws were exercisable, and 81,111 shares were reserved tor
tuture grants,

Board of Dirsctony
The Sharwio-Wilians Comgany
Clovelond, Ohle
We how sxamined the conselidatnd Ansaciel statamenis of The Sherwin- Witiams Company andl consolideted
sebuidiaries for the ended August 31, [971. Our cxamiaation was Made i sccordance wih
cepoed sudising - 'incleded Such 10018 of the eccoumting records 2ad Such otbar sudking

y posiaian s the yamr than smded, in confortaity wich gengrufy secepied
ot SoPhiod o & basis coasionaat itk saad of the providing Teur,
Cleveiand, Obie z y o !
Ouober 14, 1971 '
20
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Consolidated Balance Sheet

Assets

.................

less ances
(Sl Ju,ooo in lm $1.288000im 1970) . . .. ... ...
lower ‘of cont (average or first-ln,
or market:

.................

maerchandise
Work in process, raw materiale and supplies . . .
m.:pau .............. “ e e
fd-nlmnu—ﬂul. e e e e e e s

Invessmenis and Otbor Assets
Commoa shatws of The Sh-vh-'ﬁllhantum
of Canada, Limitedemat costmNote A . . . . .. ... .,
mmum-—u ............

.............

.........

n .o
6135 Conmurtivie Subordiated

Avgus 31
1971 I 1970
5 12,635,182 $ 12833,
! 1.000, u.ono.g’o
70,598,955 63,444,163
109,713,533 104,314,963
EA93N | 31490693
AT 145,313,636
5,564,874 5201273
ar7 | s
200,489, 740,817,100
4.182.766 4,182,766
: 4.399.666 o se34.671
T T semat
5402398 - $i0e%0
7589, 3.3
158,424,104 el
239,660,453 m.m,
101,239,794 91,501,978
TRa0eS k6N
i IR I N
S 2317,00 $ 2817030
13,793,496 14,643,688
13476428 1134 168
1406021 133'«:
§:699.057 1.929.623
35,094,571 5.607,3
42,697,000 50,000,000
40,000,000 40.000.000
167,000 90,000,000
8,531,244 7,008,900
323,756 3,163,153
9,198,102 9.190.742
13,6609 2.344,03
1,504,.9 1:209.23
181.524.917
D160 D1.936,44
Toune | —EGe
9%, D653
DuaiTd | - Ihikiosus
0007-SWP-035051
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THE SHERWIN.WILLIAMS COMPANY

And Coasolidated Subsidisries Five-Year C Omparison
Year Ended August 31
1om 1970 1969 1568 1967
Netsales. . - - . ... .. $584,692.913 88528 87967 S499,139.134 482,526,660 $417.409,220
Income before Income taxes
and extraordinary iteme 23,385,446 29,029,998 AN 36271000 26,916
Income 1anes=—LUinited Suates
andforegn. . . . .. .. 13,710,038 14,487,082 11,820912 17,281,238 17,160.62t
Netincome . . 15,175,408 1017.304A) 15,641,819 18,999,363 '19,368.29)
Earnings per share of
Common Stock:
Income before extraor-
dinarycredit . . . . . 2.68 w5 3.2 136 14
Neticome . . . . ., . 268 2.64A) 3.2 1% pE7Y
Cash flow per share of
CommonStock . . . . . . 517 Ky ) s.\8 s.11 488
Earnings as percent of sales. 174, 287 1.76% €.20% 4.54%
Return on invested capital—
Commoa Stock (B) 633% (¥ 17 9.01% 9.85% 10.19%,
Cash dividends declared:
Praforred. . . . ..... $ 1,109,601 $ 1,100,583 S 105178 S 299444 S 278087
Common . ....... 10,631,259 10,656,713 10,650,863 10,616,310 10,588,957
Cash dividends per share of
CommonStock . . . . . . 200 - 2.00 .00 200 2.00
Number of sharshoiders:
Preferred. . . . .. ... 1,027 1,078 1,078 1.20 93
Commes . . ...... 9,90%C) $,.99(C) 12700 8292 8,094
Preferred and commoa
shareholders’ squity . $234.924.790 $2)1,236,565 3120464931 35220900707 szu.z“.m
Common shareholders’ equity 209,032,690  209,342868 201582951 194648187 186940337
Pershare. . . . . . ... 39.33 .8 108 36.64 38.28
Capital sapenditares. . . . . 12472.833 15,485,604 30.721.718 31.303.399 26,998,256
Provisians lor deprecistion . . 11,920,036 10,643,646 9.265.119 748N 6,578,007
Working capisad. . . . . . IRIMI  IMA00202 1ONSTSAE 1S29M06H0 148231514
Ratio of cusvent asers &8
current Habiliies . . . . . 44l 42901 4Mwl 4901 &Ml
Tomlussmts . . . . .. ." '$390,001,750  $388,106, 468 3197,374.47  SIUAILI00  $308,473.794
Numberofemployess . . . . 20,034 20,463 CmmMe 19,000 718,633

Abave reflects acquisittons recorded as pooiings of intevests.
(A) lndn‘.”)‘.‘l:‘.n-haﬂ.mquﬂmﬂ.lﬂuhﬂuhnh-hofmdlﬂmlmh

m Mummm qwuh.nmnofy-t

© In addition to the
Stock Purchase and

a

e 603 2 1o shecsholgers purcipeing i the Compsnr's

0007-SWP-035052
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THE SHERWIN-WILLIAMS COMPANY A
And Consolidated Subsidiaries

=

Cash Flow I MILLIOMS

AMTAL
PENDITL RES

O MICIATION

Earsings sad Divideads Por Commmon Share INDOLLARS | Dispechilon of Pro-aas Iacome 'iimiuoss

INMALIONS | Dutfiesion of Tous Revense
YEAR ENDED AUGUST 31, iIP11

S907°, Vianniis, srvar 2l ot
o of domp Pwwinng ==

116°, Depremsnen
63°, Rownt m -\\h

01, vt 0 hentaiden
L‘l‘.'«-lﬂy

13.00%; Wagm, slanss sa8

i 5'3'5" i
%
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o

Consolidated Balaace Sheec
Curvent Assets
Lo T T T
Assets Trade scoounts receivable, 1ass allowsnces
a l7mml97l ll.’.‘lﬂll 19°%) . e
nuhwb........ ...... .
luvumb—ulhllmd
(.m-«mwm«m.
Fiaished, - SR ETTRNEEY
i e R R S S
Towml Current Amets
Iwvestmens and Other Asets )
C shares of The White Lead Company
Mwy(ﬂ%nnﬂ-uu.. e e
receivables e s e s e

----------- ¢ s st o et 0 s

!«“"‘"m'..'.m""':::::::::::::::
Lass allownoces for depresiatios . . . . . . . . s eee

‘ Mamw
Liabilities Tradoassounispayadle . . . . . . . ... ... ...
yrolie, othepaccruals . . . . . . . .
Shareholders’ ‘Run.m ian:‘u- ...... ..
Equity INCOMBIAZIR . . «:v o v s o o 0 s s s o s s s e e
Total Carrent Lishilities

Usfndad Possion Coste Roduced 19 8 Not of Tax Basio—

Sherelalidort Equlty
/o7 wammuiaiive, par vaiua 3100 pov share:
o—nq-%m(mmu» ..

s e e 0 0

The Sherwin-Williams Coﬁp“’.

Expeessed I

Augas 31
-
1972 ' 1970
S 621000 | 3 s
694168 °  $975.0m
0w | 92,323
838897 3,291,008
2,431,411 2,514,208 1
10.816.508 10,907,213
433,943 485,450
— 284,507
16,900,522 18,419,352
200,000
38,406 66,410
258,496 266410
607, 07,
5,690,109 5.667.497
7 3010756
14,285,
10,024,143 :ng
240 4,568,463
g‘mm $21.254.207
$ 401,73 $ 4088524
gol.uz 12,04
70958 —0— -
$713,190 5,163,993
1.461,908 1,610,563
564,900 $68,2% '
4
319,100 3,460,000
24720 2720
12,280,083 12,226,009
1H.2e o
— =0~
15,960,802 15,911,419
mman | B
0007—5WP-035054
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. of Canada, Limited and Subsidiary

d 1o Canadian Dollars

Scacements of Coaselidseed Income, Rersined Earnings,
Capical Surplus 2ad Contributed Surplus

Eaenings

t #

&

Yeur vaded Avgusm 3t

——————————
| 1971 1970
Netsales .. ....... e D osanassie | sissman
Divideads recoived . . . . , . . e . $5,000 50.000
Cont ol g 37,611,140 35,630,432
osts
on 8 declinin ’.?""‘
g‘l’ s N u‘ 759 in 1970):
c:-m m wod ... e 22391479 21,323,564
Selling, peneral and administeative sxpenses . . . . . . 13,241,481 12,979,400
Company and government pension cos . . . . . . . . 308,487 »018
Interestoncurrentdebts. . . . . . . ... .. ... 303,484 250.617
36,343.931 15,145,643
Incoms Before [ncoms Taxes sad Extraondinary Credit 767,209 92,747
INCOMBIANID . « o . v v v o s o o v o s o wam s 354,000 206.000
locome Befoes Extracedisary Credie 409,209 86,747
Extraordinary credit—-proossds sale of the Gresn
Cmmulrd- Iy I’Oi-u- of 1he nes
carrying valus of the tangible unn oou net of e in-
come tan offect . . . ... v e e e e e P’ oo 1.uz,oo¢
Net Income $ 400200 $ 1,948,747
Balenco atDeginsing ol YoaL . . . . . . v b b e s 312,226,699 $10,680,692
Add—Net incoms for the year YA e e T iy _409.200 1,948,747
12,635,908 12,637,439
Deduct—
Profrrnd $7pershem® . . . . . ... L L , 138,506 242,200
Commen 30 por M(IMB) ...... e o 168,540
238,556 410,740
Designased 28 & capital mrplus—News A . . . . . . . . e el
‘ u}s.tz’t 410,740
amuBsdolYur | SDmoR | fiZZew
purchass for canceliation of 1,409 prafesred
ml;:s.ﬂvlbdllﬂiﬁ-ﬂﬂh. . v . .s__l_n_z,_z_n s____-o—
The ensems of the par value of 1,400 proferred shares
muu&“hWMA SN 3 B0 S ==
Sus notes to coasolideted Snanciel stasements, 29
0007-SWP=035055
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The Sherwin- Williams Company of Casads, Limiced And Subsidiasy

Expressed in Caasdina Dollary

Seatement of Source and Application of Fuads

| 4
Lad
b

Yous endod Angus 31
197t 70
Source of Funds From operations: '
Netincome . . . .. .............,. S 409,09 S1.931 4y
mm mu: e 429.262 334,759 '
ain) lows on property and equipment . . . 13,070) 19.19) ]
Deferred income tax credit (deduction) . . . . . . . . 3.450) (22,750] i
Total From Operations 3 1319949 |
Procesds from disposal of property and squipmest . . . . 9.47) 39 '
Decrease (increase) ia misceiiansous receivabies and advances 7914 (20.996) !
Decrease in net current assets . . . . . 86,536 -0 !
$ 9is916 $2,193.934 i
Applicstion of  Additiens 12 property, plast and equipment . . . . . . . 5 a4t $ 42009 ,
Punds Dividendspaid. . . . . .. ... ......00.. 238,50 410,740
Purchase of preferred shares for cansellation . . . . . . . 117240 o
Decyvase iu unfunded pessios cost reduced to &
mtoftasbess. . . . . . . b e e 148,69 HusMe
Increassinoetouremtasasts. . . . . ... ... ... e 14423
S 913916 32.193.934
R RS

Notes to the Coasolidsted Flasncial Scacements

NOTE A—Duriag the year 1,400 prefarred shares were
purchased for canceliation and the Company has st asids
13 5ot available for distribution capital surpbm of $117,200
in complianca with Section 62 of the Caasda Corperatice
Act, The ¢ilference betwesa the cest of parchass and the
par value of the shares so purchased (523,640) b shown 2

NOTE B [myrovements to the Company’s pession plaa
services remdered prior to Angum 31, 197), This amouat is
spyrozimanly $1,200.000 (x Avgus 31, 1970—3375,0000
aad in sesordasce with acoepted accounting prisciples wail

& contributed surplus &5 required by the AsL. employess 8ot saanding 19 yoars
Accountants’
To the Sharvholdwrey: )
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Subsidiaries and Licensees

Consolidated Subsidiaries

Domestic

The Osborn Manufscturing Company

Rubberset Company

Sprayon Products, Ine.

Foreign

Compania Sherwin.Willisms, S.A. de C.V.
Mexica City, D. ., Mexico

h .

Rubberset Compuny (Casads) Limited
Gravenhurst, Ostario, Canada

Varffabrieken Ralstoa N. V.
Zeist, Nutheriands ’

The Sherwin-Wiiliame Co. of Puerto Rico, (ne.
San Jusa, Puerto Rice

The Sherwin-Williams Co, (Wess Indise) Lrd.
Kingston, Jamaions

Sherwin-Williams (Europe) Sociésé Anonyme
Astwerp, Deigiom

Schmiz & M.MCMS
F-WTMNM- mbi.
rankonderg, Germsny

Unconsolidated Subsidiaries

Shorwin-Willisms do Brusil $/A Tisss e Vornises . . . . . . . . . Sso Paule, Brazil
Tha Sherwis-Williams Company of Caneda, Limiced . . . . . . .. ..., Montreal, Canads
The Carter White Lead Company of Cansda Limited

(30% cwned—~uncomsolidatsd). . . . . ... ... ... ... ..., Moatreal, Canads
Sociled Anonyme des MachiossOsbore.- . . . . . . ... ........ Paris, France

Licensees

*Akticbolaget Syd-fernise (Sweden) Sherwin-Wilkarw del Ecuador

gl s o Pt ' Pbrics Naciosal de Pistores SA.
D’lmtﬁllﬂ) Sherwia -Willlams Peruana S.A.

*Donsid Macpherson Oroup, Lod. (Regiead) Sherwia-Williama, Philippines, los.
;.wwamw Shorwis-Williams de Centre Amevics, S.A.
*Montecstini Rdisen $. p. A. (Iraly) Sherwia-Willisms de Costs Rica, SA.
*Nigpea Puist Company, Lid. (Jagen) Sherwia-Witiiams de Pasame S.A.

Pinchia Jokmeon & Co. (New Zaalead), Lid. Shorwin Williams Espadols, SA.

Pinturss Anding SA. (Chils) .

Rbedisens, S.A. (Franee) Sherwin-Wililams Venezolans C.A.

Sherwia-Wiiiame Acrgestion Industrial y *Shinte Print Co., Lid. (Japan)
Co.nﬂu
de Plsturss *Tashmans [adustriss, Ltd. (Australie)
sm.-w.-ucmu sCodl Continge
14
0007-SWP-035057
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Products and Plants

Priacipal Products

Paints » Eaamels » Varmshes » Lacquars « Stains « Aerosol Speciaities o Zing Pigments ¢ Lithopane ¢

Mtal Containers ¢ lndustrial Power-Driven snd Maintenance Brusheg »

Colored Pigmeats « Syathetic Para Cresol » Saccharis » Banum sad Swrontium Chemucsls »
Foundry Machinery and Equipment » Finishiog Machinefy and Grinding Wheels »
Organic Chemicals » Titaaium Dioxide Pigments » Testile Printing sad Dysing Colocs ¢
Paizt Brushes » Rollers 1ad Other Painting Accassories.

Domexic Plants

Detroit, Michigaa

Foreiga Plants
Pragkenberg, Gormany
Gravesherst, Canade
Mezice Clty, Mexico
Moutreal, Canade

Printing Ceater
North Otmsted, Obie

Research Ceater
Chicago, Iiiavis

The A. W. Scsudel
Technical Center

Coonnsiser Techaical Center
Couatryside, Diincie

0007-SWP-035058
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THE SHERWIN-WILLIAMS COMPANY 2

Fouaded i 1966
EXECUTIVE OFFICES >
10t Prospect Avenus. N. W.. Cleveland, Ohio 5113
Directors Officers
E. Colin Baldwin E. Colin Baldwin
© Chawman of i1he fourd snd Chavmen of the Board and
Chuaf Exaestve Offferw Chief Ezecwine Officer
fﬂ:i:::ﬂu.- :U1ra§umu
Willis 8. Boyer
President and Chisf Execurive Oficor Richard G, Bull
Republis 36sal Corporsissn Group Flow Pormdomics e
Gene C. Brawer Wi "
Souttman Foret Industries, Ins. Growp Vice Prondent—Avriliares
Richard G. Sull
Growp View Previons—C g:ﬂkf'“"“““’
William C. Fine ;
Vice Premdoms—~Fineare . William C. Fine
Robdert F. H'“il Vico Prosions— Finanrs
Raobere P. Hemnig
Joha A. Mill Vice PremdontPurchasing
Hespisal Corpomiucn of Amines Richard R. Crow
Alles C. Holmes Vice Presidons—Pwsai
Virgdl A. Hollis
Joam, Day, Coshloy & Reavis B A o e ieonce
Victor Holt, Jr.
Presde “?“’::?"9 —
The Geadyase Tire & Rublier Company , B
William Moonaa James F. Cole
Growp View Providentesdoxifiares Treaswor
lohnllluz::_i Alaa D, Chids
George P. Schisndecker Fraak H. Clark
Grewy lb Providens=Chomicaly Assisrony Trommwor snd \sxstons Secrorwwy
alier O. Spemcse Frask C. Kollath |
Soha D. Wrign
TRW tee. William P. Inman
Arthur W, Scoudel
»Ila-qm
AS ' youn gaet this Annusl Repent was prinied 3t the Sherwin-Wiliams
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The Sherwin. Williams Company é 101 Prospect Avenus, N. W., Clevelaad, Ohio 44113
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The Sherwin-Williams Company é 101 Prospect Avenue, N. W, Cleveland, Ohio 44118
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