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LETTER TO SHAREHOLDERS

Herewuth are presentee ne t onsohidated Balance Sheer and the Con-
solidated Income and Sur.....~ ~catements ot The Sherwin-Williams Companv
and consolidated subsidiari~< 1or the hscal vear ended August 31. 1963

The consolidated earnungs amounted to 313.022.740 as compared with
$14.488.3341 for 1942. Alter ‘deducting $430.”7% for Preterred Dividends.
the earnings for 1763 are equivalent to 33 68 per share on the present out.

standing 2,567,332 shsdeommm Stock. as compared with 85 46 lastvear. -

Conseclidated net sales amounted tw 5291.83!.!96. This s the highest
_ sales toual in the Company's history and is 1.34% over the previous high of
lase year.

Principal sales increases were actributable to branch and industrial sales
which advanced quite satisfactorily. Some sales were passed up where marging
would have been complecely unarerscuve. This was principally in the ares
of bid business. However, these were more than counterbalanced by the
improved mix of sales which produced better marging of profit.

The Pigments, Colors and Chemicals Division enjoyed the most profic-
able year in it history.

Pension coss returned to a normal fgure in contrast to last year's high
cost which was caused by a necemary retrosctive adjustment in morality

‘ ‘ mpﬂnbywumry

Tundmmﬂnmhmwm:mhlmuu
of the write«down of the investments in the South American subsidiaries,
prior-year tax payments and a reclamificadon of other items to Current
Liabilides.

Expenses were well controlled. The only increased expenditures of
consequence were In the aress of advertsing and research and development.
Advertising programs and expenditures will be further enlarged this year 10
a3 to maintain the prestige and leadership of our products in the marketplace
and 1o stimulate increased rewil sales.

Huwmphﬁhlhaudhhun'plndamhaudﬂdop-
ment. This is emential in order to improve existing products, to develop new
- products  meet the ever-changing needs of consumers, professional painters
Mwmauwmwmm

Principal accomplishments in the research and development acea were
an improved formula for Super Kem-Tone, further advances Ia acrylic
finiahes and Ln organosols for coaring nipmh.zhmmnmdmmi.
ahithn:hwi:honmndm.dund glow retendion charscteristics,
Mmﬁﬁﬁﬂp&dmuhhﬁdmmhwpﬁ-
cation at the facvory.
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During 1963, we increased the number of our Companv-operated
branches and, because of our conunued success in this phase of our opera-
tions, will further expand our network 1a 1964.

At the same time we expect o expand dismbution through independent.
ly-owned outlets %0 that our products will be available wherever people
want to buy them.

Much has been accomplished in the area of gt w:er efficiency in manu-
facturing facilides. The large consolidation of the Lhicago paint manufac-
turing plant is well advanced and should be completed by the Summer of
1964. This project will vasdy improve material handling, batch size pro-
duction, filling operations, quality control and costs in general,

In other plant there is a continuing program to upgrade efciency
through the ingallation of modern equipment and better physical layouns.
Substantial expendirures were made for improvements in several chemical
procemes and additions are bring mads w0 increase capacicy of ceruin
products where we have beea unable o meet demand.

The application of computers in factorics has materially aided pro-
duction planning, proceming and quality conwrol This peogram will be
expanded.

Expenditures for plant additions during the year were 85,125,063, Con-
tinued additions and improvements will be made for the purpose of sdded
production in existing uaits and the betterment of cost coatrol, quality cone
ool and customer service.

mmmmmmymmwwmm

paay of Puerto Rico, Inc. in San Juan, Puerio Rico and established a paint

adacrwiog acilly which s jm coming nio cpernion.
Williams (Europe) $. A. in Antwerp, Belgium, This is a seles organization
operating from a warehouse stock in a free post. It immediaw aims are
further ©0 develop the sales of established disributors in Europe, to gain
additional cnes and 1 stengthen the Compeny’s ultimate position in that
‘The Board of Disectors wishes 10 vapress its thanks 10 the saff in plant,
offices and branches for their cooperation, indusery and loyalty which have
conwibuied immensely w0 this yesr’s resuls.

0007-SWP-034906 -

0007-SWP-000116326



THE SHERWIN-WILLIAMS COMPANY AND

Consolidated Balaucc Sheets, August .

dssets
Current Azmuts
Cash

U. §. Treasury bills—at cose

Trade accounw receivable. les allow-
ances for doubttul accounts of $611,611
in 1963 and $609,760 in 1962. . . .

Inventories~principally at lower of cast
(aversge or frstin, frsc-out methed)
or market:

Finished merchandise . . . . .

Work in process, raw materials, and
supplies . .

Tozar Cuanany Asers . . .

lmdﬂru,

Securities of uaconsolidated Canadian
subsidiary—at cost—Noes A . . . .

1
.
3

1964 1962
$ 22416518 S 21781469
10,849.089 10.917.364
. .
32.906.09 32,244,626
$ 5054773 | 345912813
23866938 | 21,565,681
370810669 | § 6747845
$141,00633 | $132.421,953
$ 412766 | 5 4182766
1,123,180 1,620.958
§ 3305546 | § 5803724
$ 2,184 $ 2,138,304
96,499,003 93,101,784
47,044,069 44,348.09
$S1,599,13 | 350889012
s 14390 | 3 100,78
1,811,040 1,528,014
$ 3304981 | 3 j124m
01210419 | $192241.481
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APANY AND CONSOLIDATED SUBSIDIAR][ES
ance Shests, Angust 31, 1963, and 1962 S

626

813

L]
54
953

5
724

4

6
12

N4
792

481
-

Lihilities, Capitel Stach,and Surplus
oot Liskib

Trede accouno payable, mpemun.
and muscellaneous iserms .

Dividend payable oa Preferred Stock .

Capital Sisck and Surplus
Capial mock:
Preforred-—autharised 395,500 shares,
par valug $100 per share:
Cumulative Preferred 4% series
(4,950 shares redesmable anne-
ally at $103 2 share):

Outstanding—107,157 shares
in l;glnl 110,571 shares

........

Common—suthorised ,000 shares,
par value $12.50 p'ﬁe—-ﬂnl.

Ouimandiag M-
stared aﬂ&“zl'iaﬂ

Esrmodourpls . . . . . ... ...

Suuu-m,m

1942

1943
$180800,702 |, $ 15,081,937
108,282 ; 110,571
1,031,014 1,075,747
1,346,437 1,320,345
8,413,166 6,763,000
528979,601 | 326,351,600
$ 2037000- | $ 1,087,000-
1,311,090 4,492,701
T 334809 | # 53569701
10715700 | B 11,087,100
93,172,681 33,172,651
124994377 v 118,110,429
6T | 162,540,100 -
$201,210.019 | $192201,81
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THE SHERWIN.-WILLIAMS COMPANY AND ¢
CONSOLIDATED INCOME AND
Years Ended August 31, 1683, and 1063

Income 1963 1962
1
Net sales. : ' os201.858.8% | $287423.317
Dividehds nennd (xm) tron wmu o
Canadian subsidiary—Note A . . . . . . . . " 133,224 134,524
Miscellaneos . . . . . . ... ....... i §71.053 930,879
i $292,643,173 $288,488,720
Deductions from income: !
Cost of produets wld and :el!ing lmnl. and
adminiscrative expenses . , . . . . $256,231,%03 $252,719,404
Persions e e e e e e e e 2,170,176 2,750,000
Depreciation . . . . . . . ......... 3,964,817 37,318
Foreign axmsonincome . . . . . . . . . .. 478,006 421,017
Miscellaneows . . . . . ... ..., 300,331 288,640
: $263,345,433 $289,930,379
Incoum Baronz Pmuu. Taxzs On Incous $ 29,297,240 $ 28,538,341
Federal txes on income (including deferred taxes of
$980,000 ia 1963 and $1,087,000 ia 1962) ... 14,275,000 14,050,000
Nerincoms. . . . .. ........ $ 15,022,740 14,408,341
R L ]
Earned Surplas
Balance at beginningofyeas . . . . . . . ... $118,110,429 $111,778,728
Netiscomefortheyesr . . . . . . . ... .. 15,022,740 14,408,341
_ $133,133,1 $126,267,069
Cash dividends declared
Prefrved M 00ashere . . . . . . ..., $ 43,79 $ 45464
Commen—3$3.00 & share I 27019 | 7.701,9%6
§ 5,135,792 $ 8,154,600
Balancestendofysar . . . . . . ... ... $124,994,577 M&”—
See nows 1 Snancial statements.
' 0007-SWP-034909
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THE SRERWIN “WILLIAMS EO\!P-\\\ AND CO\.OL!DA‘I'ID' SUBSIDIARIES

VO!'E! TO FIN.\\CIAL STATE ‘TS

.-\uguu 31. 1063

Note \—L‘nmlohdned‘ subudun

At August 31, |3, the Company’s equits tn tne undisiriyuced earmnes of
wch submdiary dmounted 1o §3,283.000, mcluqu $136.%w appucable w inc
current fiscal vear.

Dunmy the sear. hecause of exchange revincnions and currenes devaluauon.

., the cost of i estments 10 subsdinnet in Beszil and Argentina was reduced. by 3

chaqe 10 & reserie presioushs provided. ro the potendial recoverable mhwuud
to miscellancous arher asets.

\ml—Skapuou

Pursuant 10 a Plan. appeoved bv the ihareholders during the vear. 100.000
shares of the Company’s Common Stock are reserved for issuance to officers and
kev emplosees upon exercise of opricas which mas he granted ac peices not lew
than the fair market value of the shares at date of graat, Opuoas run for & ten-vear
penod and hecome exercuable afier one vear from date of grant to the exeent of
one-Rith of the opuoned shares annuallv, During the vear, options were granted
for 41,900 shares. None of the opuons were exercisable ¢ August 31. 1963.

Loag-Term Leases:

. Beanches and offices of the companies are leased for various periads ranging
generally from chres to ten vears. The annual rental expense agpregans approxi-
marwlv §°,300,000,

ACCOUNTANTS’ RE PORT

Boasd of Directors
The Sherwin-\Williams Compeny
Cleveiand, Chio

We have examined the consolidated Ansicial sacemena of The Sherwin.

Williams Compeny sad consolidited subsidisries for the vesr ended Augus 31,
1963 Our examinstion was mads ia seavrdance with genertlly sccepred auditiag
sandards, and accordingly included such tess of the sccounting records and such
othar suditing procedures &s we considersd necemary in the circumstances.

hu*mmmmﬂum-dm

Willinme Compsay and consolidated subsidisries a¢ Augum 31, 193, and e
consolideted results of their operations for the year thes ended, in conformicy wich
gonanally accepusd accounting principles applied on & basis consistent with that
of the precediag year.

Eaxsr & Exmer
Cleveland, Chio
October 13, 1943

0007-SWP=-0345910
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THE SHERWIN-WILLIAMS COMPANY

Founded 1u 1068

101 Pacerser Ave., N. W, Ciaverave, Outo

Manufacturers of

Main Plants

Tromfor Lgmts

Paints, Varnuhes, Colors, Stains. Enamels. Lacquers,
Zbe?ilman\aCh-hh.hmhme&
Dry Colors, Brushes, Rollar Coaters, Cane, Insecucidey.
Cleveland «Chicago+Dayton+ Devrolts Newark - Pirsburgh
‘Hubbard, Ohia; Oakiand, Cal.: laudlnol,?j.
Gibbsboro, N.J.: Dashler, Ohio; Gariand, Texas;
Los Aageies: Coffevville, Kaa.; San Leandro, Cal.;
Moatresl. Toronte, Wianipeg, Vancouver snd
Gravenhurse, Canada
Chicago, lllinois
E C. Basowe
J. N. Bavian -
S. B. Coounas
E A Daxmus
C 8. Zarow
Gzoscs Gome
R. F. Hewmo

J. D. Waowr . M'M.M-—',‘
A W, Srstmer i
S. B. Cootmos
RFHowos...........
RHH .......
J. 8. Pazscory
B M Van Cusw
N. B. Van Srom
HDtaermm...........
W.C.Pm . ... .. . .0coveveus
V.AHuuS .......... ..
Cuzvarane Tawy Courawy, Clevaland, Ohie
Bassans Tacer Coupaxy, New York, N. Y.
Coivaar Namanas Basg, Cleveland, Ohie

Mosaan c-mm Cowrany, New York, N. Y.
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