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Financial
Highlights

9. Thowsonds of Dellars
) , Avguse 31
‘ ’ 1973 1972
Netsales , . .......... $704,729 $658,285
Imombefonu:oumudexmrdmrymm. e e e s ae e 43,389 33,748
Incometaxes . .. ...... e e e e e 19,387 18,248
Income before extraordinarychaege. . . . . . . . ... ... ... .o 24,502 20,497
(laciudes loss from discontinued segments ol‘cbmml
opertions of ${,224 in 1972)
Extraordinary chargs—provision for losses on disposition of certain
chemica! facilities resulting from discontinuance of operations,
nstofincome tax of S2,240i8 1972 . . . . . . b 4 e b e e e n .. 0= 2,260
Netincome . . . . ... .. 24,502 18,237
Cash dividends declared )
Preferred . . . .. ........... C e _— 1,102 Li07
Common . .. .. .. ¢ . oon s oneenoa  he se e e . 10,736 10,659

3 Per common share: ‘

‘ Income before extraordinary charge. . . . . . . e L ' 4.36 363
Extraordinary chaege . . . . . . Ve e s et et ety £0- 42
Netincome . . . . . .. C e e h e s u e e s s s e e 4.26 3.21
Divideodspaid. . . . . . . v v v b e n ... 2.00 2.00

) Working Capithl . .« . v vt e e e e 216,349 208,256
Ratio of current sssets to current Kabilities . . . . . . ... ...... 394101 405101

’ Capital expenditures . . . . . e vt i 16,042 17,354
Provisionfordeprecislion . . . . . o . s s s s st s s e 0 s u s e 12,869 12,519
0007-SWP-035094
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Latter To Sharsholders

hmmlmmphdomhmwmmm
last year, we commeatad on the international and
domestic political and economic uncertainties facing us

in fiscal 1973. Devalopments during the year cestainly
confirmed our sxpectations. We started the year under
Phase 11, passed through Phase 111, and are now enmeshed
in Phase [V, By the end of the first six months aw
aterial prices began to rise sharply and s few shortages
began 1o occur in the third and fourth quarters. Credit
began to tightes and money rates rose sharply with the
prime rate reaching 10% by yesr end. Added to all of
thess factors was ooe of the wettest springs in our history
vhbldoumdwdmnuﬂcmm

n spite of all these shifting external factors, The
Sherwin-Williams Company's efforts for the year
produced a new record high in both sales and profts,
Our sales increased to $704,729,000, & 7.1 % increass over
last year, which produced an after-tax profit of
$24,502,000. This represeated a 34.4 7 increase over last
yurnnlmﬂlwm!mdepmndbylnamo«lmry
after-tax charge of $2,260,000, resulting from closing
down soms chemical operations. This yesr's profit aiso
represeats 8 19.5% increase over last year's $20,497,000
before extraordinary charges. After providing for
preferred dividends, this results in $4.36 per common
share, compared 1o $3.21 last year after extraordinary
charges qmvllent to $0.42 per share.

Attesting to the strength of our new mlnmtnt
organization structure and a much stronger marketing
thrust, our sales have increased in the past two years by
$113,760,000 or 19.3%. This has been accompanied by a
net profit increase of 39,161,000 or 59.7%.

A major portios of this annual report highlights our
various marketing spproaches and emphasizes our basic
strategy of mobilizing Sherwin-Williams skills and
resolirees 10 satisfy customer needs. It is impertant to
nota ia this contaxt that our Coatings Group is rapidly
changing from s manufacturer that operates stores to &
merchandiser that produces many of its owa products.
This is complementad by our Auxiliaries Group,
Chemicals Group, acd Sprayon, all of which have 2
substantial majority of their sales 1o outsids customers
rather than primarily to the Coatings operation.

Our Coatings Group completsd & record year with sales
ofSSllMM.lGS?nmmMym This

Chairmsa E. C. Baldwin

resuited in & pre-tax profit of $31,042,000, equal to g 7.5°;

gain over last year, Whilunmd'ﬂu busineys

contributad to this sales gain, we are particularly

prasified Eythumﬂahin-uilourbméhuom

of 10.8%. Our “More Than A Paint Siore™ thema is

working, sad sales of non-paint items of these stores

reached $121,000,000 this past year, with wall covenng ~
and carpeting sales slone totalling almost $60,000,000. ‘ '
Over the last five years, sales of aoa-paint items in our

beanch stores have increased over §70,000,000. As

featured later in this report, we have brought out our

Color Harmony Guide 111, 8 product of advanced

technology, to bring suthoritative, reliable, intenor

decorating assistance to the average homeowner. This

will be available in every branch store along with all of

the products necessary to do the complete decosnting job.

Increased sales of related items have not been at the
expense of paint sales as evidenced by a new production
record in owr plants and a new sales record of punt
products. Qur paint plants are operating at near capacity
and two new high volume plants are now in the

planning stage.

Our Chemicals operations made a substantial turn-2-round
during the yesr. Operations which were continued
following the 1972 shutdown of certain facilities. reported
8 pre-tax profit of $1,495,000, ns compared to a loss of
$1,209,000 last yesr, an improvement of $2,704,000. Four
new operations started up during the current year showed
4 loss of $2,661,000 of whick fully absorbed suart-up

costs smouated to $2,534,000, In total, Chemicals
operations show g pre-tax Joss of $1,166,000, an
improvement of 52,396,000 over last year. The satire
group operated st a proAt in the second haif of ihe year
and should be solidly in the black for fiscal year 1974,
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President W, O. Spesoer

Our Auxiliaries operations suffered (rom rapidly rising
costs that we were not able to offset completely by
increased productivity or recover by price incressas under
the stabilization regulations. Therefore, in spite of & sales
increase of 17.7% to $70,695,000, the before-tax profit
amounted to $9,844,000 for s modest improvement of

3.1%. A bright spot was the $5.7% increase in productioa
at owEl'mConmnerphu. Tt is expected ibat all of
thess operations will continue their upward climb in
profiability in the coming fiscal year.

Although coatinuing a high rate of expenditure for
expansion and sialf development, our International
Operations was able to increase pre-tax profits to
$1,650,000, as compared to $1,094.000 in 1972, an
increase of $555,000, or 50.3%. Our new plant ia the
West Indiss will open about the middie of fiscal 1974 and
our joint marketing venture in Belgium is in being. We
are continuing to open new branch stores in Holland ™
and Belmun and adding to our chain of very successful
stores in Mexico. Active discussions for new joint
venlures are going on in several parts of the world as
we continue to expand our international base.

Our Sprayon subsidiary continued to move rapidly ahesd

with 2 new sales record of §18,428,000. Again, & new
before-tax profit record of $2,037,000 was set. Wa are

looking forward to another excellent year st Sprayon with

" their new high speed line at Bedford Heights, Ohio, and
the expanded (acilities 8t Anaheim, Californis.

The Sheswin-Williams Company of Cansda, Ltd, showed
8 sales increase of 4.1 % to 542,547,000 and & modest
increase in focal net profit. However, due to an adverse
change in the currency exchange rats, the parent
company’s share of profit after conversion was less than

last yesz. We are insugumting & long range planning
process in Canada, combined with & more vigorous branch
$to1e sxpension program 1o bring about faster sales growth.

Capital expenditures during the year were $16,042,000,
compared Lo last year's $17,154,000. During the coming
year capital expenditures will increase by sbout 25% as
ws accelerste our beaach store renovation, relocation,
and expansion progrem, and as we progress on plans
for new paist plant expensions.

1n July 1973, we purchased Hadley Adbesives in St. Louis
and it is now operated as a wholly-owned subsidiary.
This is & small compaay with good technology and &

new plant located in Fultoa, Kentucky. Their technology
and products it well into our product line aod marketing
channels. As manufacturing and fmamg technologies
changs, 8 high rats of growth in & is projected
over the next decade. The Hadley gures are reported as
part of the Auxilisry Group totals. As a result of one-time
charpes connected with the acquisition, s small loss was
reported for the two-moath period.

OQur employees number 21,646 compared to 21,908 (ast
yesr. We continue 10 work hard on our Affirmative
Action Program to assure equal opportunities for all
poople. Again, we can point 10 & year of progress in
this important ares, but do realize that there is sull

“much to be done.

These 21,648 employees and our millions of customers are

-the resl beart of our business. We owe them all s debt of

gratituds for 3 good year and look forward to serving
them even better in the coming year.

& LBG Salwlinsr—

Chairman of the Board

P 2P

President
Clevelsnd, Obio
October 18, 1973
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Financial Review

The following table presents sales and pre-tax income for

each of the operating groups for the fiscal years 1973 and

1972, and the changes that occurred in 1973 as
compared to 1972, The income figures have been
computed after full absorption by each of the units of all

sli corperats costs including interest, pension and general
administrative expenm. Since all costs have been fully
reflectsd in the operations of each unit, the total of the
income figures agrees with the income before

income taxes and extraordinary charge reported in the

dMaM|ndxmmmdnanHonlpthou units of thmudcmm lncome.
1973 (Thousends of Dollars) 1973
Peseone ' '
re Iacome I'n:‘- N:“ Tecoms
Sales Touwl Texes  Towml Sales Toeal  Taxes
CottIngY. cavaceiesnirnnns SS1I,048 723U BINOAT 0T Sy 1298 U suA¥ W
AUt ....seeiinennnns 70635  100% 9844  24Y% 0057 %% 9354
Chemicals: (1)
New Operstions............. 209 A% a6t 60% e - - - N .reel
....... ©$08  63% 149 )&% M2 S8Y 109 Y AT S
Discostinued Operatioms. . ... - - - - 9760 15, 233 1% 90 2,383
Total Chemicals........... 47900 68%  -LI66  L6%  aIm3% 3L 2 an o we
Sherwis-Witians Canada....... 42647 61% @ L% wse a3y W 0% e LS
SPrAYOB. .ccrirreieriavarese 1428 26M 03T 48% 169D 6% 192 49% 1508 143
Inlernational. ... .von .. Wone | 20% 1650  38Y 12280 9% 10 28% LT s
Total 3704729 100.0% S41809  1000% 3438285 mox SIS U1000%  SiAds ssaus

(1) Severai Chemicals Group activities were discontinued in flacal 1972 aad four new mmhmﬁn 1973. The effect of these decmons on
operstiag results is mﬁmnmlmmmmmlm % retsted to New, Continued and Discontinusd Operations.

Sales

Consolidated net sales in fiscal 1973 amounted to
$704,729,000 compared to §658,285,000 in 1972. This is &
record high and represents a 7.1 increase over the
prior year.

Income

Consolidatad net income totalled $24,502,000 or $4.36
per common share after providing for preferred dividends.
These results compare to fiscal 1972 net income of
$18,237,000 oc $3.21 per common share after an
extraordinary charge of 42¢ per share incusred in

disposing of certain discontinued faciliies. Net income

before the extraordinary chargs was $20,497,000 or $3.6)
per common share, Income before extraordinary chargs
for fiscsl 1972 included & loss from discontinued operations

in the Chemicsis Group of $1,224,000 or 23c per common
share, Therefore, continued operations generited
carnings of $1.36 per common share in 1972 before the
extraordinary charge.

Currency Conversion

The changing value of various currencies vis-ui-vis the
dollsr creates some adjustments to lbe final profits as a
consequence of convertiag local currencies 10 dolfar
values. In total, the net effect on 1973 after-tax income
was an addition of apgroximately 2c ; per common share
compared to an addition of approximstely 3¢ per common

share in 1972. The adverse change in ihe currency

conversion rals had & pmhrly dmomn' effect in
reporting the sales and income of The Sherwini-Williams
Company of Canada, Limited. ia 1972, the parent

0007~SWP~035097
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company’s share of the Canadinn company’s pre-tax
income of $897,000 as reported in the table, included
approximately $271,000 dus to a favorable exchangs rats.
In fiscal 1973, there was an adverss change ia the
coaversion rate which caused the pareat compeany’s share
of pre-tax income to be reduced by approximately
$173,000 to the figure of $432,000 shown in the table.

Taxes , ,

The provision for U. S. and foreign income taxes for
fiscal 1973 amounts to 319,387,000 Taxes other than
Federal continued to rise. In grand total, these amounted
to $19,034,000, up from $17,522,000 in 1972

Dividends

Total dividends of $11,838,000 were declared in fscal

1973. Dividends on common stock amounted 10 510,736,000
and dividends on preferred stock amounted to $1,102,000.
Common stock cash dividends for fiscal 1973 were at the
snnuat rate of $2.00 per share. The Company has paid
cash dividends in every year since 188S.

Capiral Expenditures

Expenditures during fiscal 1973 for property, piaat and

- equipment amounted to $16,042,000, compared with
$17.254,000 in 1972. The budget for the 1574 fiscal year
provides for an increase in expenditures to a level of just
over $20.000.000. Depreciation in 1973 was 312,869,000
compared to 512,519,000 1a 1972,

Chemicals — New Operations

The pre-tax loss shown in the table for new operations
includes a full sbsorption of start-up costs in the amount
of 52,534,000, The largest of the four operstions, s facility
at Chicago manufacturing isophthslonitrile, went out of
start-up on May |, 1973 and is on targes in terms of
volume, quality and earnings contribution.

General Financial Conditton

Working capital at August 31, 1973 smounted to
$216,849.000, up from $208,256,000 in 1972. The ratio of
current assets to current liabilities was 394 10 |,
Accounts receivable increased somewhat more than
normal, partially due to heavy volume during the

Financial Review

Iate weeks of the fiscal yesr. Credit losses continued to be
wel within a normal and acceptabls range.

Total inventories incressed modestly. The perceotage of
increass was very much less than the increass in sales
and, therefors, considered to be satisfactory. Despite the
shortage of many basic aw materials, generally adequate
inventory levels bave been maintained. However, prices
of many mw material items have mmmd rapidly

and sumlully

During t!u year, 5‘.“3.000 prlndpl! amount of the
Company’s 5.45% chanmou 1992 were repurchased

amount of these boads wers used 10 meet t nn
sinking fund payment. At August 31, 1973, 56,230,000 of
bonds wers beld.in the Treasury. It is the present intention
of the Company to uss such bonds 10 meet future

sinking fund requirements.

Our projections indicate no need for additional financing
during flsca) 1974 except for sessonal borrowings.

Pension Plans

Substantially all smployess of the Company and s
domestic subsidlaries participate in noncontributory
pension plans. The Company's pension expense for fiscal
1973 was $6,937,000, compared to 56,620,000 in 1972.
All such expense has been allocated to cost of sales and
selling, general and administrative sccounts to reflect
more properly trus operating costs.

Employees Stock Purchase and Savings Plan

Slightly undcrs.m salaried employees currently are
participating, through regular payroll deductions, in the
Stock Purchase and Savings Plan which was started
April 1, 1969, Under the Plsn, the employees have the
option of dirscting that their contributions be invested in
amounts ranging from 50% in the Common Stock of
the Company snd 0% in Federal governmant secuntics,
up to 100% in the Company’s Common Stock, The
Company in tuen, contributed to the fund sn amount
equal 10 257 of the employees’ contributions and all
such contributions were invested in the Company’s

" Commen Stock. "

At Anlut 31, 1973, 341,000 shares of Common Slock.

representing spproximately 6.4'/, of the towal number of
shares outstanding, were held in this employee fund.
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THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES

Statements of Consolidsted Income

Thousands of Dollars
Year Ended Augusr 31
1973 1972
Netsales . . . .. o s v e s e s et s e st e s .. $704,729 $638,283
Other inCOMe==0EL . . . . . . . ¢ ¢ o v o 4 e s = s s e o o s v e 2,109 1,444
706,838 659,729
Costs and expenses:
Costofproductssold . . . . . . .. .. v v o T 431,278 418,492
Selling, general and administrativeexpenses . . . . . ... ... .. 208,250 196,254
Interest . . . . v v v ie e n . e e e 6424 6,238
. 662,949 620,984
Incoms Befo_ic Income Taxes and Extraordinery Chargs 43,839 38,745
Income taxes . ‘
Payablecurrently. . . . . . . . . c e v s s s ee s N 16,126 15,750
Defecred .. ... ....... e e e e 3,261 1,498
: 19,387 18,243
Income Befors Extraordinary Charge 24,502 20,497
(Includes loss from discontinued segments of
chemical operations of $1,224 in 1972)
Extraordisary charge—provision for losses on
disposition of certain chemicul facilities *
resulting from discontinusnce of operations, _
netorimomu:oﬂmia,lm..............‘... 0- %250
‘ : ' Net Income $ 24,502 $ 18,237
Per Share of Common Stock
Assuming no dilution:
Income befors extraordinarychargs. . . . . . . . . . e v e e S 436 5 363
Extraordinary charge . . . . . e vt e e e e e 0 42
Netimcome . . . . . ..o o v v v v o e v v s c i e e s e 3 436 5 32
Assuming full dilution:
Income before extraordinarycharge. . . . . . . . . . ... ' e e s Ww S 326
Extrsordinary charge . . . . . . . . o v v v v v v e e e £- 34
Netincome . . . .+ .+ ¢ ¢ o v v v v s e v s a0 s s as e $ 187 s 292
See notes to consolidated financial statements.
0007-SWP-035099
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* THE BHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES

Statements of Changes in Consolidated Financial Position

Thousands af Dallars
Year Ended Augus: 31
19°3 1972
kfml]Fan:
From operstions:
Income before extraordinary chasge. . . . . . . . ¢ v o v o s S 24,502 S 20,497
Add back charges to operations not requiring funds:
Provision fordepreciation . . . . . . . . ... .00 ..., 12,869 12,519
Increase in noncurrent deferred income taxes, . . . . . . . . . 2,318 _hm
Funds Provided From Operations Exclusive of
Extrsordinary Charge. . . . . . . . v ¢ o v v on v o 39,706 34,798
Extraordinary charge . . . . . 0~ 12,260
Add back components not requiringfunds. . . . . . . ... .. 0= 4,636
Funds Provided From Operations . . . . ... ....... 39,706 AT
Proceeds from sale of stock under stock optionplan . . . . .. .. 1218 957
S 40924 § 38131
Applicetion of Fands -
Cash dividends. . . . . e v e s s e s s b e ke a s s a e $ 11,33 $ 11,265
Additions to property, plant and equipment,
netofnormal retirements . . . . « . v+ . o 0 0 s s e e s 15,669 16,178
Purchase of S.45%, debentures . . . . .. . ... ... ..... 4,468 2462
Increaseinworkingeapital . . . . . . . . ... b0 e, 8,593 6.733
Other—net . . . . . e 3%
$ 40924 § 38001
Changes in Working Capital—Increase (Decraase)
Cashandshortterminvestments . . . . . . . « . ¢ e v o o 0 b 5 (2.382) s 19
Tradeaccountsreceivable . . . . . . . ... ... ....... 11,071 11,173
fnventoddes . . . . . . c 4 s s et st s e e 5,907 3137
Shorttetm bocrowings . . . . . . . . . . e e e e e e, {3,162y 497)
Tradeaccountspayable . . . . . . . ... ... ........ (2,059) (5.360)
Compensationand amounts withheld. . . . .. . . .. ... .. C{.199) (2.541)
Pension, interest and oduriwrub .......... e e e $.027 (2.027)
INCOMEIBXES. . « . & o v v v v v o b e oo o n o ns e (A710) 32
Other—net . . . . . v v v v s o v vt b oo 0 v s v n 0 v (1,340) (682)
Increase In Working Capital $ 8593 S 6733
See notes to consolidated financial statements.
7
0007-SWP-035100

0007-SWP-000116521



THE SHERWIN-WILLIAMS COMPANY ANO SUSSIDIARIES

Statements of Consolidated Shareholders’ Equity

- Thowsands of Dellars

Preferrsd Common = Orcher  Rewmined  Stockin
Scock Stock Capial  Earnings Treasury

BalanceatSeptember L1971 . . . v« . . ... ... 8§ 9198 $33387 S (609 SI9817% 5(630)

Common stock issued:
22,388 shares upon exercise of stock options
and 2,164 shares upon conversion of 1,255

shares of Series A preferred stock. . . . . . . . . . (44) 153 us - -

Subsidiary’s repurchass of its preferred thares . . . . . . - — 1,049 (935) —
Netincome . . . .« . v o v o v s 0 o s o o P -— — _— 18,237 —
Cash dividends declared:

Series A preferred stock—$4.00 pershare . . . . . . . - - — 293) —

Series B preferred stock—S4.40 pershare . . . . . . . - - - (814) -

Common—$2.00pershare. . . . . . .. .. ... . - — —  (10,6%9) - o

Balance at Auguss 31, 1973 9,15 33,540 356 203712 (650 -

Common stock issued:

28,276 shares upon exercise of stock options
and 93 and 992 shares upon conversion of

$4 and 620 shares of Series A and Series
B preferred stock, respectively . . . . . .. . ... (24) 184 1,058 — -
Subsidiary's repurchase of its preferred shares . . . . . . - — 9 (34) —
Netincome . . . . . . v e e w s e » . « e — — — 24,502 -
Cash divideads declared:
Series A preferred stock—S4.00 pershare . . . . . . . - — — (2%4) —
Series B preferred stock—S4.40pershare . . . . . . . - _— — (311) —
‘Common=S2.00pershare. . . . . . ........ —_ —_— — (10,736) -
Balance ot Anguys 31, 1973 $ 910 §$33,724 5§ 4603 S216,342 §(590)
See notes to consolidated financial statements.
8
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THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES ~

Consolidaled Balance Sheets
Thewsends of Doilars
Auguat 31
Assers 1973 1972
Current Assets
Cash . ........ beeee e $ 12671 5 13478
Short-term investments . o ¢« v o s v e v ittt 4,101 5,239
T?S‘l'ﬁ‘l‘ ?9'73 $1,590 in 1972) 99,408 88,337
o |I H R EEEEEEEE IS X g
Mﬂlm 113,811 113,768
Work in processand rsw materials . . . . . . ... ... ... 53,011 47,147
166,38, 160,915
M‘um........................ - 6,698 6,468
DRXEE. ©+ « ¢« v o o o ¢ ¢ 6 s 0 0 08 00 0 4 o 809 1,753
Total Current Assets 290,506 276,587
Other Assets
Raceivables, advances and other 477 4473
C&mmdmmquﬁd ........ . 2,34 2,324
7,061 6,197
Propevty, Plens and Equipment
B .t ot e b s e e e b et s e et 6,004 3,981
80,631 78,908
Machineryandequipment . . . . . . . .., e e s e . 173,312 162,425
Lass allowances f dqmeum k ?I’g';g f&&;
or e e s e s ar e e X .
T144047 F
$441,614 $424,631
fast i nd e
Liabilities aad Sharebolders’ Equiry =
Short-term bOTTOWIOgS. . « + + ¢ v v 1 s 4t e e v e o« 3 6,604 $ 42
Trade accountspayabls . . . . . . .. O e 720
Compensation and amounts withheld . . . . . . . .. e e e 18,985 17,186
Pension, interest and other scorusls, . . . . tr s e e e 10,811 15,88
Taxes, otherthanincome taxes. . . . . . . s v e c o o0 o 0 s s ,736
wees. . . ... . P e e neaae s B e 6,119 3,409
Total Current Ligbilities 13,657 68,331
Long-Torm
543/ Daebentures (exclusive 230 in
ury in 1973; $3,76S in 1912) ................ : 41,770 46,235
6.25 % Convembh Subordinated Debentures, . . . . . e e e 40,000 40,000
81,710 86,235
DefervodIncomeTazes . , . . o v v v o v v v o v ot e nenna 11,103 8,768
Ressrves—[or pensions and scher items , . . th e e s et 6,376 6,507
Minerity Intersst in Subsidieries ... . . . . ... ... ....... 5,599 5,568
Shavabolders' Equity
inl peeferred—wi value. . . . .. o0 . 3 9,154
Cmmn—idzsmnht’.". e e e ve e . . kENp!) 313,540
Othercapital. . . . .. ......... P S 3.506
Rewinedeamnings . . . . . .. ... «c. o oeeeervoon 216,342 203,712
; 263,799 249,912
Less cost of common stockintreasury . . . . . .. ... ... 690 —b90

Ses notes to consolidsted financial stateraents.
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Notes to Consolidated Financis! Statements
THE SHEAWIN-WILLIAMS COMPANY AND SUBSIDIARIES
Years Ended August 31, 1973 and 1972

NOTE A—-SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES
Principles of Consolidation

The consalidated financial statements include sll
significant subsidiaries and intercompany trsnsactions
have been eliminated. Appropriate rates of exchange
have been used to transiate foreign currency amounts

into United States dollars and the gains of $125000in

1973 and $441,000 in 1972 are includad in other income
in the statements of consolidated income.

lmm Taxes

"The Company has recognized the deferred income
tax lisbilities and benefits resulting from timing differ-
ences between financis! and tax accounting, crelating
principally 10 depreciation and reserves. It is the
Company’s intention to reinvest undistributed earn-
ings of foreign subsidiaries; accordingly, no deferred
income taxes have been provided thereon. At August
31, 1973, such undistributed carnings amounted to
approximately $13,544,000.

Investment tax credits (accounted for by the flow-
through method) aggregated $869,000 in 1973 and
$598,000 in 1972 ;

Property, Plont end Equipment
Property, plant and equipment is smed on the basis

of cost. Provisions for depreciation are based on annual

rates calculated to amortize the cost of depreciable
assets over their estimated economic lives, computed
principally by the straight-line rethod.
Inventories

Inventories are stated at lower of cost (average or
first-in, first-out method) or market.
Shore-Term Invesiments

Short-teera investments are stated at cost which
approximates market.
Cost in Excess of Net Assets of Businesses Acquired

Cost in excess of net assets of businesses scquired is
not being amortized because in the opinion of manage-
ment there has been no decrease in value.
Research and Development

Research and development costs are charged to oper-
ations as incurred.
NOTE B—~LONG-TERM DEBT

The 5435% Debentures Due 1992 and the 6.25%
Convertible Subordinated Debentures Due 1995 are

10

redeemable in whole or in part at the option of the
Company st the rates of 102,505 and 105.31°;, 1.
spectively, and at declining rates to 100% in 1987 ang
1990, respectively. The related indentures require annuay
smklu; fund payments of $2.000,000 for each of the
issues, The 1973 requirement of 52,000,000 on the 5. 45°,

Debentures was satisfied from debentures held in treu.
ury, and the Company intends to make the 1974 pay-
ment in the same manner. Annual sinking fund payments
will commence in 1981 for the 6.25 % Debentures. These

. Debentures sre convertible into Common Stock at $45

» share subject to adjustment in certain events.

NOTE C—CAPITAL STOCK
Authorized and issued shares of the various Classes
of stock at August 31, 1973 and 1972:
Issued Shares

Authorized
Shares 1973 191
Serial Preferred Stock: 1,500,000
$4.00 Cumulative
Convertible Pre-

ferred Stock,
‘Series A . . . ..

$4.40 Cumulative
Convertible
Praferred Stock,
SeriesB . . .
Common Stock
(including 22,500
shares held in
treasury in 1973
and 1972) .

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, respecuively, based
on a value of $100 per share of preferred stock for this
purpose. The holders of the preferred stock are entitled
to one vote far each share.

The Company may redeem the Series A preferred
stock until March 1974 at $103.50 per share and de-
clining annually to $100 per share in 1980 and thereafier,
and the Series B preferred stock at $106.00 unul De.
cember 1973 and at declining amounts to $100 in 981
and thereafter. The aggregate preference of the Senal
Preferred Stock in involuntary liquidation for 1973 and
1972 is $25,699,000 and $25,766,400, respectively.

72,697 72,751

184,293 184,913

0007—SWP-035;103
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At August 31, 1973 and 1972, an aggregate of
1.576,971 shares and 1,611,422 shares, respectively,
were reserved for conversion of Serial Preferred Stock,
Convertible Subordinated Debentures and exercise of
stock options.

NOTE D-NET INCOME PER COMMON SHARE

Net income per common share has been computed
based on the average number of shares outstanding
during the year after deducting from net income the
dividend requirements of the Serial Preferred Stock.

. Net income per common share assuming full dilution
also assumes the conversion of Series A and B preferred
stock and the 6.23% Convertible Subordinated De.
bentures (after adding to net income interest on the
debentures net of income taxes) and the exercise of
stock options (with proceeds from options used to
purchase Common Stock of the Company).

NOTE E—RETIREMENT PLANS

Substantially all employees of the Company and its
domestic and Canadisn subsidiaries who meet certain
requirements as to age and length of service, participate
in non-contributory pension plans. The Company's

policy is to actrue pension fund contributions, rep-
resenting normal cost and amortization of unfunded
puormcostoverwyuu. Penuonexmm
$6,937,000 in 1973 and $6,620,000 in 1972. For three
of the plans in 1973, the actuarially computed value of
vested benefits at the most recent actuarial determi-
nation date excecded the assets of the pension fuad
and the related balance shest sccrual by approximately
$2,900,000. For the oiher plans, vmed benefits are
fully funded.

NOTE F—LEASES

Branches, offices and certain warehouses and plants
are leased for various periods. The rental expense of
leased premises for the yesr ended August 31, 1973
was approximately §19,500,000. Approximately 85 of
these rentals relate to leases expiring in five years or less.

NOTE G--STOCK OPTIONS

Under the Company’s stock option plan for certain
officers and key employces, options ure granted at
prices not less than fair market value of the shares at
date of grant and become exercisable to the extent of
one-half or one-Afth of the optioned shares for each

“full year of employment following the date of grant,

expiring five or tan yesrs after date of grant.

No options were'granted in 1973 or in 1972. During
1973, options for 28,276 shares (22,388 in 1972) were
exercised at an price of $1,217,784 ($957,337
in 1972) and options for 12,180 shares (3,337 in 1972)
were canceled. At August 31, 197), options for 183,176
shares (223,632 in 1972) were outstanding at an aggre-
gate price of 57,304,729 (39,044,435 in 1972), options
for 83,426 shares (84,392 in 1972) were exercisabie, and -
96,628 shares (84,448 in 1972) were reserved for future
grants.

Accountants’ Report

Board of Directors
The Sherwin-Williams Company
Cleveland, Ohio

W have sxamined the consolideted

tmmm«mmmn. 1973 and 1972, Our examinations were made in
and accordingly included mwdhmmuwuhlranlm

necessary ia the circumngtances.

In ouro m:uwmmmummmm
f consolidated financial’ pc-uon ol ‘The Sherwin-Williams Company and

in finuncisl

position present fairly the
subsidiaries at Augun 31, 1973 and 1972, and the consolidated resul )
mmhmmmanummmmmm

equity, and changes in
peinciples sppiied on a cossistent basis.

Cleveland, Ohio
October 18, 197

financial statements of The SherwinWilliams Company and subsidiaries.
sccondance

with generally sccepted

oquity, and changes
their operations, chenges in sharehoiders’
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THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES

Cash Flow IN MILLIONS Capital Expenditures and Depeucistion [N MILLIONS
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THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES
Five-Year Comparison
Thewsend: of Dollars
Year Ended August 31 o
s sn 1971 197 1969
Netsalos . . o v v ve e e i iennn . $704,729  S658,285  S390.969  $559.924  $534,068
Incoma before income taxss 2ad ‘ "
extraordiparyitems . .. .. ..... X T ) 38,745 29,404 29,541 30,838
ICOMEIAXES « o ¢ v o oo v o n v o en s 19387 18248 14,063 14,689 12,150
Tacome before extraordinaryitems . . . . . . . 24,502 20497 15341 14352 18,685
Extraordipary (chasge)eredit . . o . 0 o . . . 0 (2.260) 0w 1,45 0
Netincome . o - o v v oo o v uosvoevs 2452 18,237 15,341 16597 18,685
Earnings per share of Common Stock:
Income before extraordiparyitems . . . . . . 4.6 3.6 2.68 258 3.30
Netincome . . . . . . . e e €36 321 2.68 291 3.30
Eanings ss percent of sales . . . . . . . . 8% T wny% 260%  296% 3.50%
Return on invested apihl—CmSM(A) 1047% 7.94% &nY% 746% 83e%
Cash dividends declared: _ /
Preforred . - . . . . eoi e $ 4,102 S LI07 S L0 STLIO § Lo =
COMMON . «» « o v oo e e v e nn e 10,736 10659 10631 10,657 10651
Cash dividends per share of
CommonStock . . . . v oo v v o o nweo 200 200 2.00 2.00 2.00
Number of shareholders:
Preferred . . o v oo i e e e 1,018 1,030 1,027 107 1,078
Common (B) « + « + « o v o v s e v nnn 9,252 9,353 9,903 8996 8278
Prelerved and common shareholders’ equity . . .  $263,109  $249,222  S241,680  S27,721  $233,432
Common sharehoiders’ equity . . . . . . . .. 237410 223456 215,788 211,828 207,548
Pershare . . . .. . ...u0.... .. “2) 494 40.60 39.75 38.98
Capital expenditures . . . . . e 16,042 17,354 13,218 15500 31,106
Provision for depreciation ., . . . .. . . c. 12869 12,519 12,333 11,061 9,690
Workingcapital . . . . . ..... e e. UMY 208256 201,523 197318 180,581
Ratio of current assets ko currens liabilities . . . 39401 405101 435w 42t0 1 441t |
Totalassets, « o o oo oo . .. e ee. . SALEIA  S4631  SAILIGH  SAOSIS2  SITESZI

Numberofemployess . . . . . ....... 20,646 21,908 21,480 22017 21,935

(A) Based om common shareholders’ equily st beginning of yesr.

[0:)] hddmlothmﬂmthhmmwmm'nw&mmysm
Purchase and Savings Plan for salaried smployses (6,791 in (973, 6,732 in 1972, 6,802 in 1971, 7,063 in 1970 and
7,220.in 1969).
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Sherwin-Willilams inthe MarketPlace

Getting the many and varied products of Sherwin-Williams
into the hands of the people who use them is a critical part of
your company’s business. It is the basic purpose of every
other activity ~— research and development, manufacturing,
financial management, sdministration, Unless this final step
is performed efficiently and to the complete satisfaction of

the buyes, what has gone before is waste motion.

This marketing function is, ultimately, an interaction be-
tween people. And the lines of communication between them
must be as direct, open and conducive to confidence as
human ingenuity can make them.

Advirdsiu' plays an important role by acquainting
prospective buyers with what we can do for them. Eficient
distribution is snother essential ingredient. It is this that

0007-SWP--03 5107

0007-SWP-000116528



BUSINESS

COATINGS

The Sherwin-Williams Co.
Allied Trade Sales Divisioa
Manio-Senour Division '

The Sherwia-Williams Co. of Pustto Rico

. AUXILIARIES
Coatsiner Divisioa
Deshler Products Division
Printiag Division
Rubberses Division (U. 8.)
Rubberset Co. (Canada) Led.
The Osbora Manufacruring Co.
The Osbora Maavfactuziog International Co.
Societs Ancayme des Machines Osboen
Schmits uad Ludwig GmbH
Joint Venturs
Rose-The Osborn Manufacruriag GmbH

135

PRODUCTS/SERVICES

Beoad line of interior and extecior paints,
varnishes, stains and other deconative,
protestive and special-purpose finishes.
Purchases for resale: painting tools and
equipment; carpeting and other floor

furniture and other dacocating items,
Marksts puint products under the
Sherwin-Williams, Acme, Lawrencs, Lowe,
Martin-Senour and Rogers labels,

General line of meal containers; peint
rollers and trays, tack rags, color metering
davices; printing services; paint brushes
and paint spray equipment; power driven

MARKETS SERVED

Retail Marker:

Wholesals Marker

Tadustrial Marker:

Auvtomotive Ahermarker:

Retail Macke::

Wholessle Macket:

{ndustrial brushes, grinding wheels, fouadry
squipment and suppties, janitorial brushes;
vehicular engine compaonents.
[ndusteial Market
0007~SWP-035108
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Home-owners and other do-it-yourself customers.

Painting contractors; architects and builders; industrial,
commercial, educitional and heslth-care facilities
maintenance accounts.

Original equipment manufacturers including:
manufacturers of wood, plastic and metal building
components; producers of furiture, appliances, office
equipment; manufscturery of agricultural implements and
earth-moving equipment; the sutomnotive feld;

paper converters; railroad, merine snd aircmft operations,

Automotive refinishers, commercial floet maintenance
accounts.

Home-owners and other do-it-yoursalf customers,

Industrisl and hacdware supply distributors; Sherwin.
Williams branch stores, deslers, muitiple-unit retailers
and dealer-owned buying organizations; painting
contractors.

Contract fillers and packagers: jobbers; manufacturers
of paint and allied products, chemicals and chemical
specialues, petroleum products, specialty food and
persons! products; metsl cuniing, clesning, polishing,
finishing and fabricating industries; foundry industry;
European vehicular industey,

18

DISTRIBUTION CHANNELS

Most of ratail market served through eompuy-opemed
branch stores and lessed departiments in mass-retailing
outlets. This distribution augmented by extensive dealer-
organizstion, multiple-unit retailers and desler-owned
buying groups.

Bulk of wholesale market served by company-opurated
branch stores; certain sagments served by company's
specialized sales force and by certain dealers.

Industrial markst secved by company’s specialized sales
organization asd by the dbranch stores.

Automotive altermarket served by company-operated
automotive refinishes sacvice canters aad by sutomotive

supply jobbers.

AndhﬁhﬁuhmnhobmruﬂSMA.Mnydu
Co., a wholssale-retail distributing organization that serves
t!umdl market through its own stores and independent
dealers. The wholesals markst is served through
specialized sales foroe.

Consumer products reach the ultimate user through
Sherwin-Williams branch stores sad leased departments,
independent dealers and mulliple-unit retailers.

The wholesale market is served by speciatized sales
organizations for each division and subsidiary.

[ndustrial custoniers purchase from direct representatives
of the divisions and subsidiaries and from distnbutors.

0007~-SWP-035109
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BUSINESS

CHEMICALS

Sherwin-Williams Chemicals Division
Textile Chemical Division N

Mausmee Flavor and ann:: Division

CANADIAN OPERATIONS

The Sherwio-Willisms Co. of Cansda, 11d.
E. Harrls Co. Division
Wianipeg Paint & Glass Div.

AEROSOL PACKAGING
Sprayon Products, Iac.

INTBRNATIONAL OPERATIONS
Compenia Sh
S. A de C. V (Maxica)
Ralscon B. V., (Netherlands)
Sherwin-Williams do Bragit $/A
Tiotas ¢ Vernises

The Sherwin-Williams Co. of Eurape, luc.
Sberwin-Willlams (Caribbess) N. V.
Sherwla-Williams (West Jadiss), Ltd.
Joint Venssres

The Sberwis-Williams Co. of Belgiom

Sherwin-Willisms de Paoamé, S. A,
Liconsoes in J0 Comntriss

17

PRODUCTS/SERVICES MARKIETS SERVED
Pigments; vehicles and resins; organic and Wholesale Marker:
inorganic chemicals; fine chemicals; plastic
color concentrates and plastic colorant )
systems; products for metal fabrication, Industrial Marker:
finishing and protection: custom chemical
manufacturing; thermo-cusing textile
printing and pad-dyeing formulstions;
extenders, binders and anti-crocking
ageats; flavor and aroma chemicals,
intermedistes and pheromones.
Products and services closaly parallel those Recail Markec
of the Coatings Group in the Usitsd
States and include, in addition, building
supplies aad hardware. Activities are Wholesale Marker:
confined to Canade.

Industrinl Marker:

Automotive Aftermarket:

Custom packaging of aerosol products and Wholeale Marker:
a line of serosol-packaged industrial
products,

Industrial Mazker:
Interior and exterior paints, varnishes, Retail Macket:
stains and other decorative, protactive and
special-purpose flnishes; provides services
to licensess, some of whom produce & full
line of Sherwin-Williams paint products
while others are licensed to produce Wholasale Marker:
certhin specialized costings; Export
Dqlmu_t ‘mpp.ﬁn couatries where no
represeatation exists. Industrial Markes:

0007 -SWP-035110
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ket:

ket:

ket:

ket

e

<ot

Agents 1n 9 countnies other than the United States who

purchase products for resale to industrial market.

Paint and printing ink manufacturers; producers of
ant-oxidants: plastcs, glass and ceramics industries;

soft drink, food and pharmaceutical industries: animal

feed and agricultural chemicals industries; dyestuff
and pigment industries; textile finishing industry;
petroleum industry: tobacco processors: rubber

industry: photographic and copier chemiecals industriss;

paper industry : metal cutting, cleaning, polishing,
finishing and fabricating indusiries.

Home-owners and other do-it-yourssif customsers.

Paint dealers; puinting contractors; architects and
builders; industrial, commercial, educatioosl and
health-care facilitios mummn.

Original equipment manufacturers of a variaty of
products.

Automotive refinishers; commercial flest maintensnce
accounts; truck body builders.

Producers of prinu, cosmetics, marking inks, soaps,
lubricants, insecticides, cleaners, polishes, fabric
protectors and other aerosol specialties.

Broad spectrum of industries with emphasis on the
metal-working industry.

Home-owners and other do-it-yourself customers.

Paint deslers: peiating contractors; architects and
builders; industrial, commercial, educational and
health-cars facilitics maintenancs sccounts.

Original equipment manufacturers of a varisty of
products.

18

DISTRIBUTION CHANNELS

All domestic markets are served by specialized sales
organizations within the divisions.

Retail masket served through company-cperated branch
wtores and an extensive doaler organization.

Company-operated beanch stores and s specialized sales
organization serve the bulk of this market.

This mirket served by company’s specialized sales force.

Spculmd nnonotjvo sales organization augmented by
automotive supply jobbers.

Ammmmmmukm. with
soms distribution handled through mill supply, beinag
uddmmdwhohul«a.

In countries where company braoch stores are operated,
notably Mexico, the Netheriandsand Beigium, these are 2
major source of supply for the retail market. In other
coustries this market is served by dealer organizations.

‘The wholesale market is served by company-operated branch

' stoces and by specialized sales organizations.

Thnndmhlwkunmdwwmms
orgaaizations of subsidiaries 30d licensees.
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enables us to have our products where propie want to buy
them when they want to buy them. Basic 10 both are quality
products that will perform i< well or better than customers
expect them 0 perform. \o less essenuial, 1n our view, is
fulfillment of the responubdility to inform duyers on the
prapee way to use our oroducty so results will measure up
to expectations.

Your company produces 2 broad range of products de-
signed to meet & wide vasiety of needs. This requires that our
marketing efioris be equally varied. Overleaf is a tabular

7 summary showing how we channel our marketing encrgies
§to serve the many people in many places who are our cus-
+ tomers. We believe it will give you an informative overview
gof our approach to serving them well.
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ASK FOR A
30 SECOND

Dt MONSTRATHON

COLOR HARMONY GLIDE 11§ is 2 space-age version ol
the tong-popular Color Harmony Guide book offered 0
customers to help them make satsfying decorative color
selections. In place of the familiar prioted material, Color
Harmony Guide 111 uses microtiche and a large TV-ltke screen
to show intaresting color combinahions in 8 variety of matensls.

Each full-idelity color Hustration — and there are more than
1,500 in the Color Harmony Guide 111 ibrary — dentifies the
paint color, the wall covering patiern and the carpet color and

20

texture u.d inthe prhk vignette, This makes it easy 1o

" Tocate 1d-store sAmpios of the Materiais displayed on the screen.

thus saving the customer time 1 making & final deciswon,
Color Harmony Guide 15) was developed in cooperation with
Eastman Kodak. It is a umque application of micronim
technology. Only Sherwin-Williams has it. 1n addition te the
n-store viewer shown Yiewers ; aillable ror

* \-horme thowing of 1he profersionaliy-saiscied dolor sdess that
are the heart of thus intriguing lwnﬁon 1 decorauny guidance.

0007-SWP-035113
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The Year in Review

Continued emphasis on marketing was a
dominant activity during the 1973 fiscal year.
1t led to the development of programs designed
10 insure even more direct involvement with
the users of our products.

An outstanding example was the transition in
our branch store marketing from the “More
Than A Paint Store™ concept to the *'Idea
Center” approach. This grew out of the desire,
among do-it-yourseif customers particularly,
for ideas as well as products for their home
decorating and improvement projects.

To underscore our position vis-a-vis our
customers, we are now going to market with
this promise: “*Sherwin-Williams Helps You
Do It All." The new advertising-merchandising
theme bespeaks our determination to give our
customers the products, the services and the
aid and direction they need to accomplish
what they set out to do.

The concept is being applied corporation-wide.
Whether the customer purchases products of
the Coatings, Auxiliaries or Chemicals Groups,
or chooses from the products and services of
The Sherwin-Williams Co. of Canada, Ltd.,
Sprayon Products, Inc. or International
Operations, your company is committed to
helping the purchaser reap the full benefitof
what we offer. ' ‘

With all segments of the company pursuing
such a total concept marketing approach, the
corporation is moving more deeply into the
strong marketing orientation envisioned a few
years ago. It is an orientation geared to meet
not only present market demands but also the
demands the future will bring.

It is aiso an orientation we believe is essential
to the fulfillment of other corporate objectives:
the expectations of sharehoiders; the aspirations
of employees; and our responsibilities to

society in general.
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The Coatings Group

Sales of the Coatings Group rose
6.5% in fiscal 1973. Despite the
pressure of higher raw material
costs, the Group achieved 8 72.5%
increase in pre-tax earnings. This
ﬁ/ was accomplished through effective
y internal cost control and greater
productivity, Steps have now been
' taken, within Phase IV guidelines,
to modify the growing imbalance betwesn costs and
selling prices and bring the latter more nearly into line
withpmcmmmicmum

mphnmmwmnnmhm

sffectivaness continued throughout the year. After opesing

35 new uaits and closing or consolidating 95 beanchas,
thers were 2 total of 1,778 in operation, During the year,
73 of these were relocated, and an additional 88 were
expanded and remodaled. The averags size of stores
increasad, with the sales area growing more rapidly than
total store specs. Sales increases led to improved
operating marginy and stepped-up earnings in the
branch organization.

Sustained interest in wall coverings other than paint was
» highlight of the considsrable incresse in sales of interior
decorating products moving through the branch stores.
Such sales of wall coverings, carpeting, drapeties and
sssociated items produced approximately one-quarter of
the total volume of Group sales and over onesthird of the
volume of trade sales branches.

The trend in lessed department operations continues to
be for resailers to conduct these businesses themselves.

As this oceurs, the Coatings Group in'most cases bacomes
a supplier of paint products, sand the departments
formarly leassd become desler outlets. This change in
relationship, and stepped-up sales to desler-owned buying
organizations, resulted in an increase in sales to dealers.

A record number of housing starts in fiscal 1973 had &
favorable effect on sales to painting contractors. This was
refiected Aot only in sales for new conitruction but 10 an
even greater extent in saies for redecoration and home
improvement. Such sales are generated in chain reaction
fashion as new housing units sre occupied and people
move into newly-vacated older homes.

Industrial maintenancs sales continued their steady growth,
They were enhanced by the introduction of new products
that provide higher cosrosion resistance yet meet safety
udenvkmmnlnquhmembyhdu!mofhavy
metals and containing a minimum of photo-chemically
reactive solveats. Greater use of color in industris] plants
for safety and esthetic considerations also figured prom-
inently in expanding the use of indusirial maintenance
products in 8 broad range of industries.

2

Architects speaﬁed Sherwin-Williams materials more
frequently and in greater volume during the year than
ever before. This favorable developmient stemmed direcily
from lhc compnhenswe program of service 10 archutects

‘begun some time ago.

Finishes for the products of industry were in strong
demand throughout the year, and indications are that
this trend will continue. Coil coatings, electro-deposition
materials and finishes that can be rapidly cured

through the use of high energy mechanisms showed
particulsrly good sales gains. Mr poliution and energy
conservation {actors are spurring increased interess 1n

, powduewmp. and further expansion of the Pontiac,

Nlinois, plant is underway,

Sales of automotive reflmishes by Sherwin-Williams and
the Mantin-Senour, Acme, and Rogsrs divisions agun
exceeded those of & year ago. At year's end, $3 sutomotive
refinishes service centers were operating. and this number
is scheduled to be increased in fiscal 197,

Thres external factors had decisive influence on the
direction of much of the Coatings Group's research nd
development effort during the year. These were: (1) raw
material shortages; (2) changing and potentially more
restrictive aic pollution requirements; and (J) the
developing eneegy crisis. These translated into: {[)
intensified search for substitute raw materials and re.
formulation of praducts to accommiodate procurable
materials without affecting quality; (2) development of
finishes, particularly industrial finishes, whose character-
istics will ensble customars to meet more strnngent
pollution regulations: sad (3) development of finishes
that cure by methods requiring less energy, notably
chemical cross-linking and uitraviolet and electron beam
curing. Marked progress has been made i all three areas.

The Group's 13 plants broke all previous records for
sallons of product during the year. This was schieved
mronh a moderate improvement in pcodnm‘vity and an
increase in second and third shift activities. Mutually
satisfactory labor relations were maintained st all facilities,
Contract negotiations will be ¢ st two

locations during fiscal 1974,

Capital investment amounted to approximately $6,762,000
during the yesr. Improvements in mazketing facilities
claimed a large share, Occupational Safety und Health Act
and environmental control requirements were other
important investment aress,

In fiscal 1974 advertising and merchendising effort will
again be increased. Some of the selling tools backing this
expansion, such as the Color Harmony Guide 111
described on page 20, are now functioning. Coupled
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with the indicated strength in all markets served

by the Coatings Group. this stepped-up advertising and
merchandising emphasis should bring t-nha powlh
during the 1974 fiscal year. -

The Auxilisries Group .

Although sales of the Auxilisries
Group climbed 17.7% over the
- previous year, the pre-tax semings
guin was heid t0 3.1% due to the
sdverss sffects of price controls
and cost increases.

The metal container division had
a sales gain of 18.1 % and
mmt«l for 57.1% of total Group sales. About 0%

of the division's shipmenis wers to outside customars.

the belance going ta the Coatings Group and the Sprayon
Producty, Inc. subsidiary. Akhough performance of all
four container plants continued to improve, the division
was lrequently hard-pressed to keep up with demand and
sllocation of production time was occasionally required.

Reflecting the stepped-up activicy in the capital equipment
market, sales of the Osbora Manufacturing Co.
subsidiary rose 17.7°; and made up 31.5% of the
Group's overall sales. Both the French and German
operations shared in the sales improvement. A joint
venture in Germany, formed by the A. J. Rose
Manufacturing Co. and Osborn 1o produce vehiculas
engine components, is currently engaged in market
exploration and has had initial success in having its
products accepted for test by 8 prominent
sutomobile manufacturer.

Marking nis centennial i 1973, the Rubberset Co.

division scored a 5.4, gain in sales. Divisions) sales

were 5.8°%; of the Group total. The increase in sales 0
mass merchandisers was especially noweworthy. Not
included in sales were shipments to the Coatings Group
which represented $4.8%; of total production. Planned
changes 1n manufacturing procedures, use of alternate raw
materials and price relief should eass cost-price pressures
in the year ahead.

The Rubberset Co. (Canada) Lid. subsidiary enjoyed one
of its best years in safes with a gain of 17.7% and
accounted for 5.3¢; of Group sales. Lumber for brush
bandles was 1 special problem since it was in short supply
and at increased prices. The inswullation of equipment for

producing pluuc brush handles is reducing dependence on
lumber and improving the outlook for 8 more favorable

cost picture.

Introduction of DANELLO?, & universal-type paint

roller fabric, has had the anticipated favorabie effect on
manufacturing and inventory costs at the Deshier Products
divison. Further cost reductions are expected (o develop
through recent improvements in plant layout. materials *
handling and warchousing procedures,

Production at the printing division. virtually all of which
is for internal use, was increased through the installation
of new equipment. Much of the production incresse was
necsssitated by the change from metal lithographed con-
tainers to paper foil labels for 8 number af the Coatings
Group’s paint products.

The Auxiliaries Group had capital expenditures of
53,114,000 in fiscal 1973, Funds were invested primarily
in production equipment at a number of locations.
Additionally, the Henderson, Xentucky, plant of the
Osborn Manufacturing Co. subsidiary was enlorged, and
8 new warshouse at the Deshler Products division is
currently underway.

in July the company acquired Hadley Adhesives.

This is an initial move into the fast-growing adhe-

sives market and provides a broad base for growth

in this area. The acquisition includes a modern plant at
Fulton, Kentucky. Sales and earnings of this sew sub-
sidiary, which were not significant for the two-month
period, are included in the financial review of the
Auxilisries Group. However, the division is being
considered & new venture st present with the manager
reporting to the Director of Corporate D’umem.

The Chemicals Group

Regaining most of the sales volume
lost when seven operations were
discontinued in fiscal 1971 and 1972,
the Chemicals Group closed fiscal
1973 with sales approximately

¥ of 1°, under the previous year
and a substantial ymprovement in
operating results. Higher costs and
the general shortage of chemical
raw materials have created problems in many operations,
However. despite this situation, operations were prolitable *
during the last two quarters of the year.

Production of isophthalonitrile. & versatile chermical

intermediate, in the converted phthalic anhydnde plant at
Chicago is on targer. Its devivatives and certain co-products

23
0007-SWP-035116

0007-SWP-000116537



of this aperation appesr to be promising chemical
compounds themselves, and these are being offered to
various chemical users for testing and evaluation.

The titanium dioxide pigment plant at Ashtabuls
substantislly exceeded design capacity. Plans sre now
being drawn for & facility that will produce synthetic
rutile ore to replace the expensive, scarce nstural rutile
now used as a raw material in the manufacture of titanium
dioxide pigment.

Para-cresol capacity at Chicago was significantly incressed
during the yasr, and further increass in productioa of
this important chemical iaternediate is planned for Bacal
1974 as a result of capital expenditures for process
improvements. Production of berium chemicals at
Coffeyvills, Kansas, is also siated for expansios.

A second zine-molybate pigment in the MOLY-WHITE®
line has been introduced for use in wates-bass paint
systems. This new product, MOLY-WRHITE 212", a5 well
as the original MOLY-WHITE 101™ for use in solvent.
base systems, is attracting world-wide attention in the
paint industry. Both pigments are highly corrosione-
resistant and non-toxic, a combination of qualities of
particular importance from an scological point of view.

The textile chemicals division continued to make progress
during the year. A new texiile printing material that meets
strict firs retardant standards has been brought to market,
and 2 water-based system for printing on linoleum is now
being tested.

The Maumee Flavor and Fragrancs Division has moved
into its new facility st Danbury, Connecticut. A synthetic
Jjasmine has been developed for use in the fragrance and
soap industries. This new chemicsl compound,
methylanthranilate, and new para-cresol derivatives ars
expected to be significant additions to the division's
broad line of products for the perfame, cosmetic, food
and beverage industries,

Capital investment in the Chamicals Group totalled
$3,329,000 in fiscal 1973. A major portion of this went
into facilities begun prior 1o the beginning of the yesr
for the purpose of producing isophthalonitrile and a

new typs of zine oxide. Further investment was also made
in the waste water treatment and handling system at the
titanium dioxide instalistion. An addition to the
Greeusboro, Nortk Carolina, plant is being built to house
mmm«mmmm

W

Sherwin-Willlams Canada

Sales of this Canadian subsidiary
mcruud“%mﬁscd 1973,
growing to $42,647,000 with

3 2%, increass in local net profie.
However, becsuse of an adverse
changs in the currency exchange
rate, the plunt COMPANnY’s pre-tax
share of earnings was reduced to
$482,000 from $397,000 laxt year.

The improved sales performance stemmad largely from
incresses in the sales of the branch stores, chemical
coatings and sutomotive refinishes. Consumer sales
lhwﬂdmmummumlwdumm
plwb\uyat

Dmchm.mmmbummmamd
mmnlwmnnmmmomdm ‘
mmmmmuwsmd.A

of coasolidation and renovation of branches is underway.
Ia the coming year, particular emphasis is being placed
on certain retail centers and on facilities to serve the
professional painter and industrial maiatenance accounts.

The Quebec furniture industry continued 10 be & sirong
growth area foc industrial finishes. Manufacturers of all
types of fumiture are Anding new markets in the United
States, 2 development that augurs well for future sales.

Tha powder coatings plant recently complated at Montreal
is now in commercial operation. Prospects for growth
in sales of its products are highly promising.

The E, Hareis Co. division enjoyed another sales increase
in fiscal 1973, This division is a supplier of graphic arts
materials and sign finishes. The Winnipeg Paint & Glass
division, which sells building supplies and hardware as
well a5 paints, benefited from the high level of building
activity in Western Canada and particularly in the
Winnipeg ares.

Ammﬁupriuiumcﬂeéud in recent months
helped 1o offset, in part, the increased costs brought
about by inflationary influences in Canads.

Isvesiment in plant improvements aiso helped in this
regard as production efficiency increased. Howsver,
inflation continues and, in addition, shortages of many
key raw maserials are now being felt. These add another
dimension to the problem of controiling costs,
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Sprayon Products -

Totsl sales of Sprayon Products,
Inc. in fiscal 197) rose to
§18.428,000, an increase of $.9%
over the previous year. Pre-tax
earnings were 52,037,000, up 7.7%,
from fiscat 1972, Shipments to the
Coatings Group were 24.5% of
total production. The industrial
supply segment of the business was
particularly strong, and the subsidiary has introduced &
number of new products for this market.

An especially promising area for growth is the eloctrical
and electronics business where aerosol-packaged products
— cieaners, degreasers, circuit coolers, etc. — are in
growing demand. To serve this expanding market more
effectively, several new distributors have been secured to
insure brosder distribution of products for this industry.

A new field in the custom packaging past of Sprayon’s
Immeuulhuofmwlq €3, Spot weed killers
and other useful garden chemicali in serdsol packapes are
comparatively new and demand is expected 10 grow
rapidly in the future,

The additional automatic peckaging system installed
during the year at the Bedford Heights, Ohio, plant is
naw operating satisfactorily, and the anticipatad change-
over difficukties have been overcome. The system has
brought an almost 309, increase in production capecity.
Similarly, the warchouse addition at Anaheim, California,
has eliminated the bottlenecks that were interfering wich
shipping efficiency. Leasing of additional tractors and
trailers has also contributed to better servics for customers.

Sprayon will mark its 25th year in business in fiacal 1974,
As 3 pioneer custom packager, it has paced the asrosol
packaging industry in both technological innovation and
growth. It expects to continue that pattern.

International Operations

Overall results in International
Operations wers beter than
forecast. Prectax carnings climbed
10 51,650,000, a 50.87/ increase
aver a yesr earlier.

A new joint venture, Sherwin-
* Williams Beigium S.A., has

been established in Balgium.
Sherwin-Williams boldl a 60% interest and & Beigien
group the balance. This company has three branch stores,
and early results are encouraging. Results at Ralston B.V.,
the subsidiary in the Netherlands, were improved sub-

stantislly. Three new branch stores were opened in
Holland, and 71 new Kem Products dealers weve established.

In the Caribhean, & phntu underconstruction in Kingston,
Jamaica. This facility is expected to be in production
early in 1974, A branch store was established in Jamaica,
mdphumwomunnlmonin various pans of

the West Indies in fiscal 1974,

The new factory of Peintures Tdéalss S.A., the licensee
in Haiti, began production during the year.

Compania Sherwin-Willlams, S.A. de C.V. in Mexico
continued its steady growth. Seven new branch stores were
added during the year incressing to 38 the aumber now
serving the Mexican market,

Sherwin-Williams de Panama, S.A., the joint venture
:nhuuu.lndiulpmedmulu.

{n Hong Kong, & license agreament for technical services
has been entered into with China Paint M(j, Co. (1946)
Ltd. This company produces a broad end diversified

line of coating products.

Nearly all licensees enjoyed improved business in fiscal
1973, and many showsd improved samings. Especially
good resules wers achieved by Sherwin-Williasas de
Centro América, $.A, and Sherwin-Willisms Venezolana
C.A., the oldest licanses which celebrated its J0th
snniversary in August. Political uncertginties and foreign
exchangs conirols imposed hardships on some companies.

During the year an [nternational Coil Coating Seminar

- was held to bring together all licenses and subsidiary

companies interested in this marker. Those sttending were
brought up to dats on recont developments. linprovement
in technical service to overseas afftlistes continues, and
over the next two vesrs the Technical Department wiil be
strengthaned still farther.

For its expansion, International Operations has increased
needs for skilled and experienced stafl, Development plans
have worked well and are being intensified. Management
around the world sow comprises more than |3 different
aationalities and origins.

‘The cost 6f maintaining stall in 8 number of overseas
posts incressed markedly as a result of currency changes.
However, the recurring currency crises during the year
had no other significans adverse sffects.

Currently, Internstional Opmtions is exploring 3 number
of joint venture possibilities. It is believed this approach
will bring more satisfaciory, stable and rapid frowth
than could be schieved ihrough traditions! licinsing.
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Sherwin-Willlams Products at Work

THE TRUE BEAUTY of natural wood is emphasized and protected by new
exterior stainy developed through ressareh. This type of sxterior houss tresiment is
gaining widespread popularity.
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" The varied products produced by the several

seégments of Sherwin-Williams touch the livesof

many people in many different ways. Some of
tRose products are as familiar as the proverbial
hpusehold name. Others are more exotic and the
ultimate user might not recognize them even
when their names are clearly spelled out.

These and the following pages present a pictorial
portfolio of Sherwin-Williams products at work,
Space limitations preclude a complete catalog. -
However, this telescoped presentation suggests
some of the contributions made to the daily lives
of many people by the people of Sherwin-Williams.

These contributions range from enhancing and
preserving homes to safeguarding pedestrians and
motorists. From providing ingredients for
cosmetics to improving the environment in
factories. From making household tasks easier
to insuring longer useful lives for motor vehicles.
The foregoing brief summary is far from all-
inclusive, for the world of Sherwin-Williams is a
broad and diverse one. It is dedicated to serving
people by providing readily-available, quality
products that meet a variety of needs.

TRANSMISSION TOWERS lsad 5 lonely, rugged lifs as
thess 500 fest high exampies atsest. The colors — whits
and internationsl orange — nre used for safety, in paiats
that protect the stes! girders againet all the hazards of
wide-open-spaces exposure.
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MILADY'S MAKEUP hmﬂu from some nhh- prdu:n produced
in Sherwin-Williamg chemical planis. An ingrediant of Npsick is one
cuample. fragrances for perfumes and colognes are others.

NOT A NEW CAR — bat 3 new inish! Automocive reflaishing producty give older cars new, loag-lived
maml:ﬁmumCMdemmmdmmhmm
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TRAFFIC SIGNS must bebmmcnom:ohmtlymandmumml 10 'withstand
constant exposure 1o the eiements. Products of the Chemical Coatings Division, Used on many
traffic signa. fulft both requirements,

COLOR IN INDUSTRY ssrves many purposas. It wdensifies equipment and signals the
contents of process pipag: it encourspes good hovsekseping that contnibutes o safety:
1t gives amployess a peychologcal ““|lft™ that promotas prdu:uvny Color planning for
lmunmuNMMMMV
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THE SHERWIN-WILLIAMS COMPANY @ :

Pouaded in 1066
EXECUTIVE OFFICES 11
101 Prospect Avenue, N. W., Cleveland, Ohio <4115 '
Directors Officers
E. Colin Baldwin E. Colin Baldwin
Chairman of the Boevd Chatrman of rhe Beard
Keith S. Benson Walter O. Spencer f
Execwiive Vice President Presidons snd Chief Exscutive Officer
Finance ond Administrecion
Wiltiam C. Fine
Oglebay Noston Company Sesior Vice Presic
w“ﬁ’ '.m Flasace and Adwinisiration R
g:-i**d-‘ Richard G. Bull
Sto8 C. : i G"&'Mh*'—cw -
GCiene C. Brewer Group Vice PresidonsaAusiliovies
Southwest Forust Industries, Inc. dnunﬁ&@pmhﬁ«
Group Vice Presdont—Chrn
Richard G. Bull
Grong Vice James F. Cols
cF Vice Prosident and Troasurer
William C. Fine
Seior Viee Presidem— Richard R. Crow
Finance and Adwiniseration Vies Presidont—Prrsvanct
Roned F. C
Robert . Heaalg mmw-wapm
Joha A. Hill a&:nliﬂum;
Cﬁ—imzzdlm )
Yi H )
Hotpital Corporation of Americs Aﬂm“um
Allsa C. Holmes Robert A. Tschannen
Vice Presidens Opevetions—Coarings Grong
Jones, Duy, Cockley & Reavia
Attoraeys Michael D. Weish
Vice President—l tanad Op
Victor Holt, Jr.
Robert Cain
The Goodyear Tiee & Rubber Company Assigant Viee President—Personnel
William Moonaa Alan D. Childs
Group Vice Presidvns—Axxiliaries Assiwans Vice Prasidens and Genaral Counsel
Robert W. Ramsdelt Harvey L. Pispho
Rariced—Pormerly Chalrmen Assistans Viee President—Purchasing
The Eax Oblo Gas Company William P. Toman )
Grorge F. Schisudecker Secretary and Corperaee Divecter of Tarey
Gronp Vie Frank H. Clark
Walter o'w Assissane Tresower and Assictont Secrerery
Prosident and Chisf Exocutive Officor Martin J. Donelan
John D. Wright Assistant Troasrer
Divector and Retired Cholrmoan o
iy plreb gl
Arthur W, Seeudel John R, Skinner
Homsrary Direciov Assisiane Treonwer
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Subeidiaries Plants

Domestic
Hadley Adbesives Inc. ‘ Domestic Plants
The Osborn Manufecturing Company P
The Osbora Manufacturing Inicroational Company Anaheim, California
The Shm'u-Wilhlm'T Co:loplnycol' Europe, Inc. Ashtabula, Ohlo
Sherwin-Wiiliams International Company Bedford Haights, Ohio
Sprayon Products, Inc. Chicago, llinois
Foreign v DF Cincinnatl, Ohio
Compadis Sherwin-Williams, S.A. de C.V., Mexico City, D.F., Maxico . :
Ralston B.V.. Zsist, Netherlands Cleveiand, Otio
Rubbersst Company (Canads) Limited, Gravanhurst, Ontario, Canada Coffeyville, Kansas
Schmitz und Ludwig CmbH, Prankenberg, Germany Crisfield, Marvland
Sherwin-Williams Beigium S.A., Brussels, Belgiom - . Dasbury, Connecticut
Sherwin-Wiltiams (Caribbean) N.V., Curecso, Netherlands Antilies
The Sherwin-Willisms Company of Casada, Limited, Montreal, Cansda  ~ Dayton, Ohio
The Sherwin-Williams Co. of Puerto Rico, Inc., San Jusn, Putrto Kico Dashler, Ohio
The Sherwin-Wiklisms Company Resources Limited, Kingston, Jamaica , . Detroit, Michigan

*Sharwin-Williams do Brasil S/A Tintas  Versizss, Sio Pavlo, Brazit

Sherwin-Williams (West Indiss) Limited, muuon Jemaica Elgin, linvis
Société Anonyms des Machines Osborn, Puris, France Falton, Kentucky
"Uncomsolidated Garland, Texas
Other AMillelse Gibbsboro, New Jersey
(50% or Jeas owned) Greensboro, North Carolina
The Carter White Lead Company of Canada hmind. Montreal, Canada Henderson, Kentucky .
Dendix Brushes Limited, Chepstow, Monmouthshire, England
Lowi Sherwin-Williams GmbH, Waldkraiburg, Germany Hubberd, Ohio
Rose — Ths Osbors Manufacturing GmbH, Frankesberg, Germany Los Angeier, Cilifornia
Sherwin-Williams ds Panaméd, S.A., Psnams City, Panama Morrow, Georgia
Licensess ' Newark, New Jersey
Akticbolaget SYD Ferniss (Sweden) Oukiand, California
Astral St de Peistures, Vernis ot Encres d'Imprimerie (Francs) Pontiac, 1linois

C. A. Quimica Integrada (Venezusls)

C. A. Venszolana de Pigmentos (Venezusla)
China Paint Mfg. Co. (1946) Lid. (Hong Xong)
Donald Macpherson Group, Lid. (Engiand)

San Leendro, California

Duco S. p. A. — Montedison Growp (Italy) Foreign Plants
o e & P o Wﬂh&: Colo)nbn!.A.(Colonhil)

Fébrica Nacional de Pinturas Sherwin-Williams de i Ba buerto Ri
Tadustrias Quimicas Procolos S.A. (Spain) yamda, Paerto Rico
Nigpon Paint Company, Lid. (Japas) Frankenberg, Germany
Orz'l‘:mm “&MM Dmuo- ion (England) Gravenherst, Canada
Pischin Johnson & Co, (N.Z) Lid. (New Zeatand) Mexico City, Mexico
Pinturas Aadins S.A. (Clult)I c <A Montreal, Cansda
Sherwin-Willisms Argentina Industrisi y Comercial (Argentiza)
Sherwia-Williams del Ecuador Pdbrica Necional de Piaturss S.A. (Ecesdor) Monmouthshire, England
Sherwin-Williams Peruana S.A. (Perd) Panama City, Panama
Sherwin-Willisss Philippines, [nc. (Philippines) Sio Paulo, Brazil
Sherwin-Wilkams de Ceatro América S.A. (EI Salvador)
Sherwin-Wilkiams de Costa Rica S.A. (Costa Rica) Toroato, Canada
Sherwin-Williams Venszolana C.A. (Venezuels) Vancouver, Casada

iyo Chuki C L.
Taye ompaay, Lid. Capan) Zeist, Netherlands

Taubmans Industries Limited (Australia)
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