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Financial
Highlights
Thousands of Dollars
August 31
. 19M 1971
‘ * (Restated)
A)
Netsales . . . . . vttt e s st st a e e $658,285 $590,9¢9
Income befors income taxes and extraordinasychargs . . . . . . . ... 38,7248 29404
TNCOMETARES . . . . & v v ¢ v et s s s e s et e 18,248 14,063
Incoma before extmmordinary charge . . . . . . . ... .. ... .. 20,457 15,341
(Includes loss from discontinued segments of chemical
operations of 51,224 in 1972 and $1,391 in 1971)
Exatraordinary chatgs—provision for losses on disposition of certain
chemical facilities resulting from discontinuance of operations,
nerofincometaxof$2,240 . . . . . . .., ..o 0. 2,260 0-
Netincome . . . . ..... e e N 18,37 1534
Cash dividends declared:
Preferred . . . . . . . 0 v o v e 1,107 1,110
Common. . .. ... e e e e e e e e e e e e . 10,659 10,631
Per common share:
Income from continuingoperations . . . . . .. .. .. ...... 386 294
Loss from discoatinued operations . . . . . . . . . e e e . .23 .26
Income before extracrdinarycharge . . . . . . . . .. PPN 3.63 .68
Extraordinarycharge . . . . . . . . . . ... .o o .. 42 -0-
Netincome . . . . . .. e e s e s e e s . PR 320 2.68
Cashflow . . . . . ... . ... . eieieniiensan 6.27 331
Dividends paid.. . . . . e e R . 2.00 200
Workingcapital . . . . . . .cv . e eaa . e e . 208,256 201,523
Ratio of cerrent assets to current lisbilities B ST 4071 435wl
Capital expenditures . . . . . . e e e e e e . 17,354 13,278
Provision for depreciation . . . . . . v e e . 12,519 12,333
(A) Beginning with 1972, The Sherwin-Williams Company of Caoads, Limited, has beenincluded in the
consolidation, and accordingly 1971 has been restated.
0007-SWP-035064 !
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Letter To Shareholders

Fiscal 1972 reflected continued progress, with record
sales s2d 8 substantisl incresse i earnings, despite the
Mtlmmmrmnmkd\mhuhrpmw
aumber of uncertainties and unusual circumstances,
mmmgmmmmnm»:m
lnnounudthcnpmdmﬁmmdmdﬂdmﬂn
midst of e heated presidential election campaiga., In
between, we worked our way through Phase I wage and
price cantrols, new international monetary exchange
rates, and constantly changing environmental and
consumer protection regulations.

However, the economy continued on its steady recovery
path led by increasing consumer spending and an
accelerated housing construction boom. These leading
segments of the economic recovery were good for our
coatings and coatings-related businesses. As s result, we
achieved record sales of $638,285,000, or 11.47; over last
year. Because of previous investments in expumon and
modemization, we were able to meet this surge in demand
and transiate 1t into an after-tax income from operations
of 320,497,000, representing 233.6 ), incresse over fast
fiscal year. Aflter providing for preferred dividends, this
results in $3.63 per common share, compared to $2.68
last year.

Continuing our program of eliminating unprofitable
operations that do not fit into our forward planning, we
did close three such chemical facilities. This resulted in an
extraordinary after-tax charge of $2,260,000, or 42p per
common share, giving s Anal net income of $18,237,000,
or $3.21 per share. This represants an increass of 18.99,

‘over the previous year's net of $15,341,000, or $2.68
“pet share.

During the year we made subsiantial progress toward
mesting our ongoing objectives. One of these has been
the restructuring of our chemicals operations to provide
abnafotl‘uturopem‘mt growth. [n 1972 we reduced

--our total pretax operating loss to 53,657,000, as compared

to $4,541,000 in 1971; however, those businesses which
bave been discontinued tv:ounud for $2,353,000 of that

loss in 1972, compared 10 $2,676,000 in 1971. The balance
of the operations (it into our present and future planning,
and are being continued snd given substantial support,
Whils they accountad for a pretax loss of 51,304,000

"in 1972, compared to $1,563,000 in 1971, we fully

anticipate that they will contribute to future esrnings,
The closing down of operations aoted in the previous

parsgraph, plus the starting up of two new chemical spe-
cialty plants and the formation of & Flavor and Fragrance

_ Division, should put our Chemicais Group on & much

firmar foundation for the future.

Our Auxilisries Group. led by higher production Irom
our new Elgin Container Plant, a trend we expect will
continue, increased their before tax income by 52,472,000,
or 34.9%. Not only the Contsiner Division, the largest
unit withia the Group but other operations also showed
sales and earnings gains in fiscal 1972,

We continue 10 build management stzength and suppon
functions for our International Operations, We expect

to expand our operations in the West Indies this year and
are discussing & joint venture coatings marketng opera-
tion in Belgium. Considering the hgher developmental
and organizational costs, we are pleased with internanonal
Operations’ before tax income of $1,094,000 compared

to last yesr's $1,334,000.

Our pnyon suhndilry had record sales of $16,923,000
ord pretax income of $1,892,000, We are
expanding theis operations in Bedford Heights, Oho,
snd Anaheim, California, and expect continuing gans
in the acrosol business.

As indicated in the balance of the repont, we hase for the
first time consolidated the results for majonty-owned

the yesr, lhcneikwaa 10.8'% sales gain to $40.970.000.
Our share of pratax profits afier currency conversion

“amounted to $897,000, 2 73.2% gain over last year. We
are optimistic about the potential in Canada and are

mounnn;uumin mdmmgexpnswn program there.
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* Our Coatings Group finished the year with record sales
of $478.678,000. a 12.4%, gain over last year. This
resulted in & pretax profit of 28,971,000, equal 10 2 22.8%
gain over fast year. The major factor was a sirong
increase of coatings sales and related items through our
Company-owned branch stores. We continued our
aggressive expansion and modernization of our branch
stores backed by an imaginative, increased advertising
campaign featunng the ~We're More Than a Paint Swore™
theme, ndustrial coatings sales continued to accelerate
during the year with improved high technology products,
such as coit coatngs. electrodepoasition coatings and high
pesformance urethanes lexding the way. Qur new
spectalized Powder Costings plant at Pontiac, lllinois, was
completed zad we began operatians in September 1972,

Cuapyal expenditures during the year were $17,354.000,
an increase of $4.076,000 over last yeor. I fiscal vear
1972-73 we expect another increase to approuimately
$20.000.000. Again a major porton of this will go to
support and expand our coatings marketng eifort.

During the year we completed negotiations for new
multiple year tabor contracts covenng 72% of our
orgamzed factory employees. Labor relations continved
good with only a one-week interruption at our
Cleveland Coatings and Printing plants.

Recognizing our responsibility in the matter of environ-
mentsl quality, we considerably expandes the siaff
suppont in this area and completed or began major
installations to improve environmental conditions and
safety at many of our operations. We estimate that up to
157 of our capital expenditures for the new fiscal year
will be in such improvements.

Chalrman B. C. Baldwin

a *  President W. O. Spencer

‘We have also mounted a major Afirmative Action

program for the employment and upgrading of minonnes

and women 1t all of our locations. Progress has been

made, but we recognize that much more is necessary and

this effort will continue to get concenirated attention. R

In Decamber 1971, acceding to Mr. E. C. Baldwin’s
wishes to be relieved of active day-to-day management
responsibility. the directors elected Mr. W. . Spencer

“as President and Chief Executive Officer, To achieve an

orderly transition in management, Mr. Baldwin was
elected to continue as Chairman of the Board of Directors.

As we move into our new fiscal year, many of the
nations! and internationat economic and political
uncertainues are still with us. However, we look for a
continued strong economy in 1973 and continued
benefits from our internal changes and accomplishments
already 1n plsce. With confidence in our employees and
appreciation of our customers, we look for further
improvements in results for fiscal year {972-73.

& B4 Salwtrim

Chasrmen of the Beard

’ e 13/ i
Jile o

Presidant
Cleveland, Ohio

October 19, 1972
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Financial Review

The following table presents sales and pretax income

for each of tha operating groups for the fiscal years

1972 and 1974, and the changes that occurred in (972
when compared to 1971. The income figures have been
computed shter full absorption by sach of the units of all

corporate costs including interest, pension and yeneral
administrative sxpenses. Since all costs have been fully
reflacted in the operations of €ach unit, the total of the
income {igures agrees enactly with the income before
income taxes and extraordinary charge reported in the

direct and indirect costs and allocation to thossunitsof all hs:uemcm ofCouolkhud Income.
1972 (Thousands of Dollars) 971 Change
' - . B o e oYy Frger s e a3 e ve anie it 0 - —
ro ncome ht:l‘u Pa:rt lacome Pc:cfn: lnaop
Sue  Toal Tims Toal Sum  Tod v Taws  Toul Swies  Taxes
COMDNEE. cooveeenrnnrnnrnenrs, SOTROTE  TRIY  S2BOT  T43% SAS,791  T24% 8235927 03%  SsLEsT T ssame
Auvbaries............ veveaare 60087 9% 9548  MS% 0T 85% 707 1% M 24m
Chemicals:
Cootifulag operations........ 19816  60%  -1308  33% M8l 38% 0868 -83% 68 561
Discontiaved operations... ... 5,760 15y 238 &IY% 1A 30% LT Ha% a8 w
Toul Chamicals........... 49376  1.5% 1657  H4% 2084  $4% 4S8 -154% 208 s
Sherwin-Williams Canads. ..... 40,970 §.2% 897 3% 96 3% s 1.7% 4,001 Y1
SOTBYOm. e veerienaciroranns 16,923 26% 1392 49% 1420 24% ) 2,642 454
Interoational.... ... ... cerens 12200 19%  10M 23% 114 19% [ PR3]
Towl $650,285  1000% SIBTAS  100.0% $590969 10005, $29.4 % SeTe 99341
Beginning with 1972, The Sherwin-Williams Company of Sales

Canada, Limited. a majority-owned subsidiary (747 of
common stock). has been included in the consolidated
financial stalements, as weil as the Five-Year  Comparison.
In sccordance with generaify accepted acsounting prac-
tices, the various statements include sales and other
accounts at full value, before provision for minority in-
terest. Net income before taxes, as reportad in the above
table, gives effect to the minority interest adjustment and,
therefore, properly represents the parent Company's

share of that income. ’

Certain Chemicals operations were discontinued in 1971
and others in 1972 In order to present a clear picture of
the effect of these decisions on operating results, total
Chemicals sales and losses before taxes have been
separated into those associated with continuing oper-
ations and those resulting from operations that have
been discontinued.

Consolidated net sales in fiscal 1972 amountad t0
$658,285.000 compared to $590,969,0C0 in 1971. This 1s

. a record high and represents an 11.4 7 incregse over the

prioe yeat,

Income

Consolidated net income from operations totalled
$20,497,000, or $3.63 per common share after providing

for preferred dividends. As a result of the discontinuance
of certain Chemicals operations, provision was made in

1972 for losses on the disposition of facilities associated

with those operations. The net afier-tax effest of this’
provision was a reduction in income from operations of

$2,260,000 or 42¢ per common share, producing a net
income of $18,237,000 or $3.21 per common share. These
resuits compare to net income (n 1971 of $14,341,000 or
$2.68 per common share.

0007-SWP-035069
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Currency Conversion
Ths eifect of rather significant changes during 1972 in
the value of various currencies vis-a-vis the dollar was

favorable to the perent Company. The net effect on aftee-

tax income was an addition of appeoximately 3¢ per
common shase in 1972 and 2¢ in 1971,

Tazes

The provision for U.S. and foreiga Incoms taxes for
fiscal 1972 amounts to $18,248,000. Taxes other than
Fedaral continued to rise. In grand total, thess amountsd
to $17,522,000, up from $15,575,000 in 1971,

Dividend
Total dividends of $11,766,000 were declared in fiscal
1972, common stock dividends amounted to $10,659,000
and dividends on prefarred stock amounted to $1,107,000.
Common stock sash dividends for fiscal 1972 were at the
mmlnnof!!.&pnshn.‘l’b&mpnylmp;d
cash dividends in every year since 1885.

Capital Ezpendstures ‘
Expenditures during fiscal 1972 for property, piant and
equipment amouated to $17,354,000, compared with
$13,278,000 in 1971. The budget for 1973 fiscal year pro-
vides for such expenditures at slightly more thaa
$20,000,000, a significant portion of which is designated
for sxpansion, relocations and renovations in our branch
stores system.

Closed Facililies
The Cleveland Linseed Oil Mill and Bound Brook, New

Jersey, Insecticide Plant, closed in 1971, have been disposed:

of. Conversion of our Phthatocyanine facility to other
uses is undet way and the manufacturing plant for
Azommuhnmmm Both of thess units
wete located in our large Chicago manufacturing complex.
A Strontium Chemicals plant at Ashiabula, Ohio, was
shut down in 1972, Provision for the disposition of this
fecility has been made in this year's extraordinary charge.

General Financial Condition
Working capital at August 31, 1972 amounted to

- $208,256,000, up from 3201,523,000 in 1971. The ratio

of current assets to current lisbilities was 4.07 to 1.

Lo -

Financial Review

Accounts receivabls increased somewhat more than normal,
largely due to Mavy volums during the late weeks of
the fiscal year, Credit Josses continued to fall well within

% woreal snd scceptable range. Total inventories increased

modestly; however, the percentags of incresse was very
much less than the increase in shles and, thersfore,
coasidersd to be satisfactory. The raw material inventories
decreased slightly, whereas the Anished goods inventories
were bigher, providing good support (or continued high
hvdofulsnlmmudnmyur

During the year, n.«z.om pmupd amount of the
Company’s 5.43 %, Debentures Due 1992 were re-
purchased by the Company, increasing the amoust held

in the Treasury at August 31, 1972 to $3,765,000 principal
amount. It is the present intention of the Company to

use thess donds to mest $2,000,000 annual sinking fund
requirements which (irst becoms effective April 1973.

Our projections indicats no need for additional financing
during fiscal 1973 except for seasonal borrowings.

Pension Plans

Substantisily all employees of the Company and s
domestic subsidiaries participate in non-contributory
pension plaas. The Company’s pension expense for fiscal
1972 was $6,620,000, compared to $5,309,000 in I1971.

All such expense has been allocated to cost of sales and
selling, generul and sdministrative accounts (o reflect more
properly true opersting costs.

Ewmployees Slock Purchase and Sewings Plan
Juse over 6,700 salaried employees currently ace parti-
cipating, through regular payroll deductions, in the

Plan which wss starisd April 1, 1969, Under the Plas,
the employess have the option of directing that their con-
tributions be invested in amounts ranging from 50%; in
the Common Stock of the Company and 507, in Federal
governmaent securities, up to 100% in the Company's
Common Stock. The Company in turn, contributes 1o the
fund in an amount squal to 25 of the mplcyees con-
tributions and all such contributions are invested in the
Compasy’s Common Stock.

At August 31, 1972, 259,000 shares of Common Stock,
representing approximately 5% of the total number of
shares outstanding, were owned by this employee fund.

0007=-SWP-035070

0007-SWP-000116490



a - .--‘--a
THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES ’

. Statements of Consolidated Income ,
' ' Thousends of Dollars
Year Eoded August 31
19.7A3 o i97|.
Restated
(Noee A)
Netsales. . . . . .- .t i v vt v eeennnonoans e $653,285 $590,969
Otherincome—nel. . . . « & o s o o o 6 o s o s 2 o o a o v o2 L 1,161
659,729 592,130
Costs and expenses:
Costofproductssold . . . . ... .. .. Ve e e e Poa1492 319,174
Seiling, general and administrativeexpenses . . . . . . . . .. .. i 196,254 176,356
INEEYeSt. . . ¢ ¢ v« 4 e e h e e e 4 e e e e e e e 6,238 6,599
: 620,984 562,726
Income Before Income Taxes and Extraordinsty Charge 38,748 29,404
Iocome taxes—Note A: o k ‘ B ‘ ‘
Papablecurrently . . . . . . . . .. e e e e e e e 15,750 12,395
Deferred . . . . . . . C et _ 2498 1,668
18,248 14,063
.
{ncome Before Extraordinury Charge 20,497 18,34t
(Includes loss from discontinued segments of
chemical operstions of $1,224 in 1972 and
$1,391 in 1971)
Extraordinary charge—provision (or losses on
disposition of certain chemical facilities
resulting from discontinuance of openatioas,
net of income tax of $2,240. . . . . . . S e et et s ey e 2,260 0-
Net Income s 13,237 § 15,341
E TRSTET
Per Share of Common Stock—~Note D:
Assuming no dilution:
Income from continuingoperations . . . . . . . . .. ... .. S 386 $§ 2%
Loss fromr discontinued operstions . . . . . . . ... .. .. - .23 .26
Income beforsextraordinacycharge . . . . . « - v o v (v v sy 3.63 248
Extraordinary charge . . . . . . . . . o st e v o b v s v e 42 0.
Netincome ., . . ..., ...«. .. e s e s e s e b A e s a2l S 268
Assuming full dilution:
Income from continuingoperstions . . . . . . . . . ... ... $ 34 s um
Loss fcom discontinued operations . . . . . . . ... ... . .8 .22
Income beforeextraordinarychargs . . . . . . + « o ¢ ¢ - o o 326 280
Extraordinarycharge . . . . . . . . ... .0 e. ... | -0-
Netincome . ......... e 4 s e $ 292 $ 250
Summcmoﬁdmdﬂmﬁummap. -
8
OOOT‘SW?"°35°71
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THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES

Statements of Changes in Consolidated Financial Position

Thousands of Dellars
Year Ended Am!niesl
1972 1971
Restated
Soarce of Fands (Note A)
From operations: .
lneomebcfmuqurdimm $ 20,497 $ 15341
Add back charges to operations not requiring funds:
Provision for daprecistion—Nots A . . . . . .. .. .. . 12,519 12,333
Increass in noncurrent deferred income taxes . . . . . . . - ' 1,782 1578
Funds Provided From Operations Exclusive of -
ExtraordinaryChaege . . . . . . . ... ... .« 34,798 29,252
Extrsordigarychargs . . . . 4+ o0 . 0oL (2,260) 0=
Add back components not requiringfunds . . . . . ... ... TTa,636 T e
Funds Provided From Operations . . . . . . . ... ... i 29,252
Procesds feom sale of stock under stock optionplan . . . . . . .. 987 254
. $ 38,131 $ 29.506
Application of Funds -
Cashdividendsdeclared . . . . . . . . . ... 0. $ 11,766 S 11,741
Additions 1o property, plant and equipment,
netofnormalretirements . . . . . o . . s e .0 s e s . ) 16,178 12,128
Purchase of S.45% debentures . . . . . .. .. .. ... ... 2,462 1,303
Increaseinworkingcapital . . . . . . ¢ . v b e 0 e e e 6,733 4,140
Oter—net . . . o o« o oo e . 992 194
) $ 38,131 $ 29,506
Changes in Working Capital—Increase (Decreass)
Cash and short-terminvestments . . . . . . . . . . . .« o 4« $ 417 $ (6,230)
Trade accountsreceivable . . . . . . . .. I 15,173 3,091
Inventories . . . . . o s e e e e e a e P 1 & - A 1,250
Tradsaccountspaysble . . . ... ... cher e v ' (5.861) 827
Pension, interest and otheraccruals . . . . . e e e r e e (2.222) (748)
Iocometaxes . . . .. .......... R e 1,873
OtREr—eBEE . . . - . v o v e v et e e e e e 22y (mns)
Increass In Working Capital $ 6733 $ 4140
See notes to consolidated finuncial statements.
0007-SWP-035072
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Statements of Consolidated Shareholders’ Equity

Thousands of Dollars

Serisl . Commoy
Proferred Common ©  Otber  Rumised  Stock [y
Stock Seock - Capitsl  Earalags 'l'm,..,,

Balance at September 1, 1970 as previously reported . . . $ 919 S$33348 S 1289 189,090 S (650)

Undistributed earnings of Cansdisn
subsidiary(Note A) . . . . . ... ......... - - - 6,573 -
Balance at September 1, 1970 as reatated . . . . . . A 919 3338, 1289 19468 (6%
Common stock issued: >
6,150 shares upon exercise of stock options
m:lm»».mmoaotllmm
of Series A prefarredstock . . , . . . e e ()] ¥ 216 - -
Subsidiary’s repurchase of its preferred shares . . ., . . . -— - 104 (87 -
Netincoms . . ... — - - 15,341 -
Cash dividends declased: .
Sories A preferred stock—34.00pershars . . . . . . . - - -— (298) — £
Series B prefecrod stock—34.40 pershare . . . . . . . - - - 814 -
Common—S$2.00pershare . . . . . . ea e e - - -— (10,631) -
Balance at Angust 31, 1971 9098 33387 1,609 198176 (690
Common stock issued: o
22,388 shares upoe exercise of stack options
und 2,164 shares upon conversion of 1,255 shares
of Serics Aprefesrsdstoek . . . , ... ... .. . {(«) 153 843 - -
Subsidiary’s repurchase of its preferved shares . . . . . . - - 1,049 (935) -
Nﬂinwm.........--...-g-.... -— - — :(3,237 —
Cash dividends declated:
Series A preferred stock—54.00 pershare . . . . . . . - - - (293) -
Series B preferred stock—$4.40pershare . . . . . . . - - - (814) -
Common—~$2.00pershare . . ... .. ...... - - - { no.ssq) -
Balewce at Asgust 31,1972 S 9,154  $33340 $ 3506 $203,712 S (690)
E ] L 4 C ] ] e
Ses notes to consolidated financial statemeats.
10 '
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THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES

Consolidated Balance Sheets

Assets
Current Assats
Cash . . . .. e e e e e e e e s e e e e s
Shon-tcm mvesunmu-u ::n (approximate market) . . . . . . .

(Sl 5901. 1972. 51, “6 in 1971) .

...........

[nventories—at lower of con (-.mp or lm—in,

first-out method) or mark:
Finished

merchandise . .
Workmmnvnwhkmdsupphu ..........

Other Assors
Recsivables, advances and other assets . . .
Intangibles arising from pmiomly
acquired businesses—=Note A . . . . . .

...........

Pnpm,, Phluqumpm— on the basis of cost

-----------

Buildin ...............

Liabilities and Shareholders’
Currant Liabilities

Notespsyable . . . . . ... ... ..
Trade sccounts payable . . . . . . . ..
Compnammlnomu withheld . . .
Pension, interest and other accruals . . . .
Taxes, other than income taxes . . . . . .
Incometates . . . . . . ... PR

Long-Term Debi—Note B
5.45%, Debentures (exclusive of 51,765 in
trepsury in 1972; $1,303in 1971). . . . .
§.25% Canvertible Subordinated Debentures

Defarred Income Tazes=Note A, . . . . .
Reterves—for pensions and other items . .
Minority Interest h Subsidiaries, . . . . .
Sharsboiders’ Eg.
Cmm—- otes C and G:
l~without par value . . .
Comu—i&.zs peevalue . . . . ...

Lass cost of common shares in treasury . . .

See notes to consolidated financial statements.

e« 3 3 2 e 8t 4 s b
-----------

...........

------------

Equity

...........
...........
...........
e
...........
........ Cen
...........
...........
...........
...........
...........
...........

Thowsands of Dellers
August 31
1971
1972 Restased
(Note A)
$ 13,445 $ 13,267
5,239 5,000
A %) 77,164
]
C 3,768 108,963
a4 48318
60,913 157,
645 6,106
1,753 2,438
276,157 261,753
44n 426
23 2,32
%) 8,587
5,981 6,006
78,908 81,341
162428 166,346
247,314 253,693
106,067 110,869
141,267 142,824
$424,20) sall, 164
s 2817 $ 2,07
3720 17,859
17,186 14,545
16,033 13811
4,736 43m
3,409 6721
57,901 60,230
36,235 43,697
40,000 40,000
6,235 83,697
5,768 7,588
8,507 6,236
5,568 6,736
9,154 9,198
33,540 33387
3,506 1,609
20372 198,176
49912 242,370
550 — 5%
209 _241,680
“nw0L 1IN
1§
00 ov—sWP-°35°7"
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Notes to Consolidated Financial Statements
Years Ended Auguse 31, 1972 and 1971

NOTE A—SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial scatements include all
significant subsidiaries. Beginning ‘with 1972, The
Sherwin-Williams Company of Canada, Lumted. 'Y
tuajority-owned - subsidiary, has been included in the
consolidated financial statements, whereas the invest-
ment nnlmeompnympmulymordeduem
This change was made to reflect more appropriately
consolidated opersting results, The financial statements
for' 1971 have been restated to give effect to this

change, which did pot have a material effect on net

income in either year. Intercompany transactions have
been eliminated. Appropriate rates of exchange have
been used 1o translate foreign currency amounts into
Unmdsumdonln.nad!lwwuo!mlmnlm
and $117,000 in 1971 are included as other income in
the statements of consolidated income, Sales, costs and
expenses of discontinued operations have not been

segregated in the statements of consolidated income

because the respective amounts are not material.

Income Taxes

The Company has recognized the deferred income
tax liabilities and benefits resulting from timing differ-
ences between financisl and tax accounting. The
principal differences relate to depreciation and reserves.
Investment tax credits (sccounted forbythe flow-
through method) aggregated $598,000 in 1972 and
$216,000 in 1971.

Depreciation Policy

Provisions for depreciation are based on annual rates
calculated to amortize the cost of dcpnmbh assets
over their estimated economic lives, Such provisions are
computed principally by the straight-line method.

Intangibles Arising From Previously Acquired Businesses
These intangibles, principally relating to The Sherwin-

Williams Company of Canada, Limited, are not being

amortized because in the opinion of mansgement, thers

has been no decrease in value.

Research and Development

The Company charges resesrch and development
costs to operations as incurred.

NOTE B—-LONG-TERM DEBT
The 5.45% Debentures Due 1992 and the 6.28%

Convertible Subordinated Debentures Due 1995 are

redeemable in whole or in part at the option of the

12

.. Compeny at the rates of 103.75%, and 105.63% re.

spectively and at declining rates to 100% in 1987 and
1990 respectively. The related indeatures require annual
unlung fund payments of $2,000,000 for each of the
issues, commencing in 1973 for the 5.45% Deben.
tures and in 1981 for the 6.25% Debentures. The Com-
pany presently intends to make the payment required
in 1973 from debentures held in treasury. The Con-
vertible Subordinated Debentures are convertible into
Fonmou Stock at $46 a share, subject 10 adjustment
in certain events,
NOTE C—~CAPITAL STOCK

Authorized and issusd shares of the various classes

“of stock at August 31, 1972and 1971

Authorized ssued Shares
_Swe em on
Serial Preferred Stock: 1,500,000
$4.00 Cumulative
Convertible Pre-
ferred Stock,
- SerisA . . ... 72,751 74,006
$4.40 Cumulative
Convertible
Preferred Stock,
SeriesB . . . . 184913 184913
(including 22,500
shares held in
treasury in 1972 L ,
‘and 1971) . . 15,000,000 5,366,419 5,341,367
The shares of Series A and Series B preferved stock
are convertible at base conversion prices of $57.93 and
$62.50 per share of Common Stock, respectively, taking
each share of preferred stock at $100 for this purpose.

" ‘The holders of the preferred stock are entitled to one

vote for each share.

The Company may redeem the Series A preferred
stock until March 1973 at $104 per share and at &
deehnmummachyanosxmwmum 1980
and thereafier, and the Series B preferred stock at
$107,50 until December 1972, and at declining amounts
to $100 in 1981 and thereafter, The aggregate pref-
erence of the Serial Preferred Stock in involuntary hqui-
dation for 1972 is $25,766,400 and 1971, 525,891,900,

At August 31, 1972 and 1971, an aggregate of
1,611,422 shares and 1,641,193 shares, respectively,
were reserved for conversion of Serial Preferred Stock,

‘conmon of Conmu“bl. Subordinated chmum — 3 ) _
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NOTE D~NET INCOME PER COMMON SHARE

Ne:meomepucommonshnhubeeneomputed
based on the average number of shares outstanding
during the year after deducting from net income the
dividend requirements of the Serial Preferred Stock,

Nat income per common share assuming full dilution

also assumes the conversion of Series A preferred stock

and the 6.25% Convertible Subordinated Debentures

(mulddhnonamcomemtemton:hedtbznm
net of income taxes) and the exercise of stock opticns
(with the proceeds from options used to purchase
Common Stock of the Company). For 1972 the
conversion of Series B preferred stock was also
assumed, whereas for 1971 its inclusion would bave
been anti-dilutive.

NOTE E~RETIREMENT PLANS

Substantially all employees of the Company sod its
domestic and Canadisn subsidiaries who mest certain

mmmmuutoapmdkngthofmmm

in nom-contributory pension plans. The Company ()
policy is to ncenue contsibutions for its pension funds

* representing normal cost and amortization of um-

funded prior service cost over 30 years. Certain plans
were amended effective September 1, 1971, to increass
benefits. The net effect of these amendments and 2
chlnpmanacmmallsmmpnonmuhdlnnd tional
pension expense in 1972 of approximately $1 ,000,000,
Pension expense was $6,620,000 in 1972 and $5,509,000
in 1971, For two of the plans in 1972 the sctuarially
computed value of vested benefits at the most recent

actusrial determination date exceeded the amets of the

NOTE F—LEASES

" Branches, offices and certain mhoum and plants
are leased for various periods. The rental expense of
leased premises for the year ended August 31, 1972
was Approxmtely $18,900,000. Approximately 85% of
tbulmmhmmlﬁﬂnplﬂngm five years or less,

NOTE G~-STOCK OPTIONS o
" During fiscal 1971, the shareholders approved a !

" ‘restatement of the Compeny’s stock option plan

authorizing the issuance of an additional 200,000
sbmotccunoumckwoﬂlmmdkcymploym
Options are granted az prices not less than fair market
value of the shares at date of grant. The options are
exsrcisable to the extent of one-half or one-fifth of the
optioned shares for esch full year of employment
following the date of grant, and expire five or ten years

" “after date of graot.
. No options were granted in 1972, In 1971, options

were granted for 178,150 shares. During 1972, options
for 22,388 shares (6,130 in 1971) were exercised at an
aggregate price of $957,337 ($253,719 in 1971) and
options for 3,337 shares (50,666 in 1971) were canceled.
At August 31, 1972, options for 223,632 shares (249,357
in 1971) were ing at an aggregate price of
$9,044,455 ($10,137,086 in 1971), options for 84,392
shares (72,457 in 1971) were exercisable and 84,448
shares (81,111 in 1971) were reserved for future grants.

pension fund and the related bnhneethmmﬂulby T O 5 o 5

approximately $4,900,000. For the other plans, vested
benefits are fully funded.

Accountants’ Report

We have saamined the

auditing sta
mdmuwmiﬁu‘mmun

In our ormba. the

the consolidated Anancial sustements of The Sherwin-Willisms Company and subsidiaries
l‘orthcmommw 31, 1972a0d 197). Ourmmda-mmd-mnm\mh
ndards, and neordm included such tests of the scoounting records

gensrally sccepred
and sud! other sudinng

financs d / position of The Sherwmn-Wi C nd
rabeihanes ar A m:: \m and 1971, u[nl”l?c e“.:au.u rois of thee o mcm::m-:»
holders’ position for conformity with geoarall
acnounn:‘ s mlfm gving M 10the coluhmiu of Ihl Canadian subsidiary d;mhld n
Note A, Im-b-lntppludul
Cleveland, Obio
October 17, 1972 ;-«f *‘2:..7'
- .- - .- —— . —— = - "
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THE SHERWIN-WILLIAMS COMPANY AND SUBSIDIARIES

Cash New IN MILLIONS - Caplitnl Espenditures sod Doprocistion  IN MILLIONS
= e Ty 51
n ]
» R »
B B
» , »
P BN v, 1]
w 1. _ =
s - “ s
~e L] ™ o wz ‘
[ ussane ] OEPRECIATION [ Mer tvcous (aﬁﬂ?* axs [T} oarrectarion
TAXES
Esrnings and Dividends Por Commen Sharw IN DOLLARS Disposition of Presisx lacome IN MILLIONS
Ex " re | a
w Y ]
X 3.5 7]
I} p) »
N 2% 3
zoe | F7 ) F
730 | (X ]
by 3 m
» 0 s
(] L) ] " i
; ZARNINGS D DIVIDENDS D mﬁ!‘:g ' DIVIDENDS D &A‘x‘ﬁ;”".
Conslidated Net Saiea IN MILLIONS Diswibution of Total Reveans
) ) YEAR ENDED AUGUST 3|, 912
o0 )
- $0 Mannsh, wrves aad othet
] [ coun of dovng Dusiseny <
= B ", m\
— L] Im—nm\“ Ny e,
- - 178 Ovevdonds 18 Masehgidery ==
X0 fod SUNR
Tum e
=% | = .
. e
.
(L] L] 1" " "

0007-SWP-035077

0007-SWP-000116497



LAY TR LA

-

‘.ﬂl ’ l

¢t N ~ .
Netsales . . ... .0 0o
lmufoni;mmhaum .
lnnomowm «. .....
heouobd‘ouum«diunim RPN
Ennndmry(dnm)cdn ‘oo
Ncm...“’-.'...........
Earnings per share of Common Stock:

heomcbetmumodmm ......

NetinCom€ e « 2 ¢ v = s s v 0 s 0 » » 0 s
CsbﬂwwﬂunofComuStuk ...
Eamnpupmtoluhs........ .
Return on invested capilal-—Commeon Stock (A) .

Cash dividends declared:
Preferred . . . . . . . . .« oo v o

Cash dividends per share of
CommonStock . . . ... ........

Number of shareholders:
Preferred . . . . . . . L0 e e e

Preferred and common sharcholders” equity . . .

Common shareholders’ equity . . . . . . . . .
Pershare. . . . . .. .. s e e v e e

Capital expenditures . . . . , . e e e e
Provision fordepreciation . . . . . . . . . .
Workingeapital. . . . ... . ... ... .
Ratio of cusrent assety to current liabilities . . .
Number ofemployees . . . . . .. ... ..

s a LR
THE snxnwm WILLIAMS COMPANY AND SUBSIDIARIES

]

' Five-Year Comparison
: Thousonds of Dollars

Above reflects consolidation of Sherwin-Wilkiams Conads.
(A) Based oz commos shareholders’ equity at beginaing of yese.

(B) In addition to the registered shareholders, thare were beneficial shareholders participating

§
Year Ended August 31
8N wn’ 1970 1969 1968 '
SESLIS  $90969 - S99 ISM06E 490,163
385 2400 °F° 250 T 0ms 37269 '
13,20 14063 . 14,689 12,15 18,044
047 153415 ez wess  1os ;
. (2260) T IRk ¥ o i
- 18,287 1541 - 16597 18,685 19,225 i
4
3.6 268 2.5 3.30 14
an 2.60 291 3.0 3.4
$627  $S31 $50T s 535 ‘
77% 260%  296%  350%  392% ‘
7.94% 6Ny TA6%  BmY MY
31,107 SLID S0 81,048 $299
10,69 10,631 10,657 10651 10617
2.00 200 200 200 2.00
1,030 1,037 1,078 1,078 1,280
9,353(B)  9903(B) 8996(B) 8278(B) 8252
SU9222  SMLE0  SHNT S03432 328N
23436 215788 211,828 207,548 199,568
41.94 40.60 9.7 38.98 37.56
17,354 13278 15900 31,106 31,59
12,519 12333 11,061 9,690 8322
208,256 201,823 197318 180,581 173,828
4071 435101 422tal  4dllo] 4001
$424,201  SALLIGE 408,152  $078921  SM46,081
21,908 20480 2017 20935 20,129
in the Company's Stock

Purchase and Saviogs Plas for salatied employess (6,732 in 1972, 6,302 in 1971, 7,068 in 1970 and 7,220 in (969).
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Vimae o

Expanded services to customers keynoted our
1972 fiscal year. This was reflected in
activities in all segments of the business, The
services ranged from new products to new
distribution facilities, with considerable
emphasis on the latter as we sought to move
closer to the ultimate users of everything we
make and market,

This underlying thrust of our efforts is readily
discernible in the reports that follow. It is
particularly evident in the increased emphasis
on retail selling in the Coatings Group; the
broadened scope of production capabilities in
elements of the Auxiliaries Group; and the
continuing transition within the Chemicals
Group toward specific end-use markets. Other
evidence is found in the moves by The
Sherwin-Williams Co. of Canada, Ltd. to
improve production and distribution efficiency;
the introduction of several new and highly
useful products by Sprayon Products, Inc.;
and the organizational planning and staff

{Photo laft, sdove)

mare chan 500 palat colors. The umique display alse
dispstises large color samples to help customers ln
color selection.

(Phota lofi, below)

COLORPUL CARPETING isavailable in rasay
branch stores. The Mamphis, Tennessss, warchouse is 3
convenient 3od economical soures of supply {or branch
atores ia s muld-stats ares.

The Year in Review

building carried through by International
Operations with a view to giving greater
assistance to subsidiaries and licensees in
serving their customers more effectively.

All of these developments are in accordance
with our previously expressed philosophy of
committing the corporation to a strong
marketing orientation. That orientation has as
its basic tenet a determination to produce
quality products, to promote them honestly
and to sell them at fair prices. Beyond that, it
calls for making our products readily available
in the marketplace and sharing with purchasers
all of our technical skills to insure their
satisfactory use.

While this commitment requires us 1o focus
our resources on fulfilling market needs, we
recognize that we have broader responsibilities
with which our marketing objectives must be
correlated. These responsibilities include:
treating employees fairly and rewarding them
adequately; providing equality of opportunity;
cooperating as fully as possible in the
protection of our environment; and participating
appropriately in the resolution of social
problems. All of these responsibilities must be
met within the framework of the fundamental
obligation of safeguarding the interests of the
owners of this enterprise.
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n an industry as fragmented as the coatings industry (an
estimated 1600-plus producers), effective marketing is the
key to increasing sales on a national scals. The Coatings
Group demonstrated the truth of that axiom again in
fiscal 1972 when it posted record sales and earnings. With
the branch organization setting the pace, sl segments of
the group contributed positively to results.

Appropriate steps wers taken to keep the branch stores
closely geared to the dynamics of the marketplace.

Thess included opening 24 new branches, relocating 105
wnits, remodefing and expanding 76 others and clolml or
consolidating 33 outlets. These changes resulied in an
immwulmmfooupmmcbnnchmm
despite a decline in the numbes to 1838 exclusive of
automotive Anishes service centers. We will continue
upgrading sur branch stores through relocations and
renovations during the yesr ahead. We will also’ open new
branches to broaden our penetrstion in spevific markets
and continue our strong multiple-line selling programs
with Rogers and Lawrence products.

As the “more than 2 paint store™ concept continued to be
implemented, sales of ptoducu other than paint slso
increased. This occurred in spite of the fact that the
number of company-operated leased departments,
excellent channels for associated products sales, decreased
in fiscal 1972, The reduction stemmad from the continuing
program under which certain retail chains sssume
operation of such departments themselves. 1 such cases
the Coatings Group becomes a supplier of paint products
to the units instesd of & merchant of paint and

sssocisted products within them,

The conversion of leased departments, coupled with
sustained high levels of sales to other multiple-unit

retailers and to dealer-owned warchousing organizations,
brought an increase in sales to dealers. Smaller independent
dealers, although still important and valued customaers,
sgain sccounted for s diminishing proportion of sales.

Professional coatings sales to painting contractors
continued in excellent volume during the year. Jocressed

18

THE COATINGS GROUP

hmmmmmn were important
factors in this area. Similarly, the higher level of

industrial activity, expanded industrial construction and
the growing interest in the use of color to enhance .
industrial eavironments and safety coniributed to ;ruter
sales of those products designed foc industrial maintenance
applications. Sales through architects were expanded and
communication with this important segment of the
building market was further strengthened.

Continuing the trend begun in mid-1971, sales of finishes
for industrial products (frequently identified as chemical
coatings) moved upward again. Finishes for applisnces, -
furniture, wall paneling, exterior siding and other  ~
housing components were in  particularly strong demand.
The introduction of costings that cure in seconds through
the use of such high energy sources as ultraviolet light
and electron beam has laid the groundwork for future
growth in the hardboard and plywood indusines.
Increased acceptance of our total systems approach to
clectradeposition, involving design of the applicsuon
equipment a3 well as the coatings, suggests sales will
contioue to expand in this field.

.. Sales of automotive refinishes scored strong gans. All
_ four divisions sctive in this market = Sherwin-Wilhams,

Martin-Senoutr, Acme and Rogers — contnbuted to the
increase. The number of automotive finishes senice centers
grew to 52, sn increase of 4 over last year.

The group’s 12 plants schieved record production duning
the year. This was sccomplished largely by inauguratng
multi-shift operations at all plaats. Even though
production increased substantially, finished goods
inventories wers kept in good balance.

The new powder coatings facility at Pontiac, fihnors, 15
expecied to come fully on stream early in lscal 1973, This
plant has been producing pilot quantities of powder
coatings for several months,

Labor reiations contiaued good at all factories. Contract
negotistions were uemuy completed al six locauons,
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with economic provisions within Phase [[ guidelines.
The new contracts are effective through varying dates
in 1975 and 1976,

The group’s capital investment during the year amoualed
to $10,206,000. Much of that was put into facilities to
strengthen our marketing position. Also included were
environmental quality control measures and plant changes
dictated by the Occupational Safety and Health Act.
Projects relating to the environment wers undertaken at
the Chicago, Cleveland, Oskland and Newark plants.

Amonl several promising research projects now underway
is the search for impeoved polyester insulating materials
for use in the electrical industry. Anumbndmm;
formulstions are currently being evaluated in the
laboratory for further development.

Considerable research sud development effort was
concentrated on reducing or eliminating lead in coatings
products. This was given further urgency by a recent Food
and Drug Administration regulstion requiring the
reduction of lead in products packaged in a form suitable
for household uss. Practically all of our household paints
are at or below the lead level restrictions of the
regulation that becomes effective December 31, 1972,

An order to reduce lead levels further by

December 31, 1973 has not yet been implemented.

We do nat anticipete difficulty achicving complete
compliance should the lower lead levels be prescribed.

Practically all of the diverse elements of the Auxiliaries
Group showed sales and earnings gains in fiscal 1972
with 8 total pre-tax income gain of 34.9 % over fiscal 1971.

Sales of the contsiner division increased 19.3% over the
previous year. They accounted for $6.5%, of total group
sales. Aerosol container production at Elgin, lilinois,
improved markedly during the year. Oblong container
production, while not up to our expectations, is showing
improvement as a result of concentrated enginesring efforts.

Performance of the Osborn Manulacturing Co. subsidiary,
includiog its two consolidated subsidiaries — Societe

Another area of techaical effort ceuured on the regulations
growing out of the Occupational Safety and Health Act,
particularly the preparation of required Material Safety
Data Sheets. These frequently call for the development

of test methods, conduct of tests and compilation of
detailed data. This work is progressing mufactonly but
will undoubtedly demand continued attention in the future.

At the same tims we are working 10 meet these federal
requirements, we also (et an obligation to heip our
sustomers, particularly those using our Indusirial”
finishes, to mest local regulations regarding sir pollution.
Technical developments nesring commercial usefulness in
this ares are new resins for powder coatings, water-
dispersed coatings snd coatings that cure under
ultraviolet Light radiation. All of these materials are
essentially poliution-firee.

With the sconomy continuing to exhibit increasing
strength, costing sales can be expected 10 enjoy further
growth in the coming year. Other ssgments of the
eotponm will support that growth with materials and
services they supply the Coatings Group. For example:
titanium dioxide and other pigments from the Chemicals
Group: metal containers, printed labels, brushes and
paint rollers from the Auxiliaries Group: and the
packaging of aerosol products by Sprayon Products, Inc.
Our stepped-up advertising and merchandising programs
along with aggressive marketing effort should also
contribute to that growth.

Asonyms des Machines Osbom in France and Schmitz &

_ Ludwig in Germany — showed improvement, with sales
_ up 23.2% over last year. Osborn Manufacturing sales

continued 10 reflect the general softness in heavy

capital equipment demand but were buoyed Dy an active
market for power-driven brushes, Both the Franch
subsidiary snd Schmitz & Ludwig posted sales gains,
Howsever, the lattet continued to have operational
difficulties and sustained an operating loss. Changes

now in effect should improve thiy subsidiary’s results next
year. The to1al Osborn opemtion secounted for 31.3% of
the Auxilisries Group’s overall sales.
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Generating 6.5% of 1otal group sales, the Rubberset Co.
division enjoyed both sales and carnings gains. With Chinese
bristles again becoming available, the division was able
to achieve improvemnent in the quality of its professional
and consumer paint brushes. Emphasis is being put on

. sales to mass merchandising outlets which are judged to
offer exceptional potential for Rubberset products.

Although Rubberset Co. (Canada), Ltd. scored & sales
increase, the cost-pnce squeeze depressed earnings from
their year-ago level. Aspmoﬂlnsolntion to this |
problem, the company is planning to accelerats
production of plastic brush handles in order 1o reduce
raw material costs. The Canadiaa subsidiary posted 3.3 %
of total group sales during the year.

Productivity at the Deshler Products division piant
continued upward. Mors than five million paint roller
covers were produced, and marked gains were made in
other product areas. Development of DANELLO®, »
paint roller fabric that can be used to apply all types of
consumer paints to all types of surfaces, is contributing
significantly to cost reduction by lowering isventories
and simplifyiag production procadures.

With the shutdown of severnl operations, Chemicals
Gioup sales declined 5.2%; in fiscal 1972. However,
becsuse the closed unils were unprofitable, resuits of
continuing operations showed some improvement, and
the group’s overall operating loss was somewhat less than
in fiscal 1971. Elimination of these profit drains from all
of next year's operations can be expected 10 rasult in
continued improvement.

Affectad by thess moves were strontium carbonate
production at Ashtabula and azo snd phthalocysaine

blus pigment production at Chicago. These closings,
following earlisr discontinuance of arsenic chemicals,
Iended zinc oxide, vegetabls oil products and phihalic
anhydride, climinate those chemical operations we perceive
to hold no apprecisbie promise of contributing to carniogs.
We have coaverted the phtbalic anhydride facility to
production of isophthalonitrile, an important

chemical intermediate, and the process is expected

20

The printing division continued to supply the major
portion of 1he carporation’s label, stationery and

.. advertising-merchandisiog sales aids requirements. At

present, practically all of the division's production is
for internal use.

New plant investment for the Auxilisries Group
.m-uwssmooom.m.w A large portion
of this was spent in bringing tquipment into compliance
with Occupationsl Safery aad Heslth Act reqiiirements.
Eavircamental coatrol projects at the Chicago container
plant and the Henderson, Keatucky, plant of the Osborn
Manufacturing Co. subsidiary were also coversd by

thess expenditures.

A live-day work stoppage at the printing division

affected soms operstions there. The issues were resolved
with aegotiation of & pew twoeyear labor contract
expiring ia 1974, In fiscal 1973, labor negotiations withia
the Auxiliaries Group will involve smployess at the San
Leandro container plant and Rubberset Co. (Canada), Ltd,

THE CHEMICALS GROUP

to be fully on stream shortly. Sunihrly. conversion

of the Coffeyville, Kansas, Jeaded zinc oxids plant

© ptodmiou of an improved zinc oxide for the
coatings, rubber and plastics industries is victually
completed. The Pontiac, 1llinois, facility for manufacture
of color concentratas for plastics is scheduled to become
operational early in fiscal 1973,

A oew nno-molyhdnu p-gmm. trade-named
MOLY-WHITE 101", which is corrosion resistant ye
non-toxic, is generating favorable interest in the coatings
industry. This peoduct is seen as the nucleus of a famuly
of pigments designed to replace lead products and
chromates in corrosion-resistant coatings.

Tha textile chemicals division has made encourapng
progress in supplying the textile industry. New
formulations of textils peinting inks for use with non-
wovea fabcics are being introduced, aad & number

of other new prodacts are in the development stage.
We have resligned the selling organization to conform
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more closely with masket requirements, and Ile‘dqmpm
for the division ace now in Greensboeo, North Caroling.

A Flavor and Fragrance Division has been established,
This new division will develop, produce and market
number of sroma, Revor and perfume chemicals. A new
leased plant is under construction at Danbury,
Connecticut, and the division will be headquartered
there early in fiscal (973,

We are continuing 1o emphasize marketing of our -
trinzole corrosion inhibitors sold under the trade name
COBRATECY. At the same time, we are expanding our
line of corrosion inhibiting sdditives to broaden aress of
application and increase participation in both existing snd
new markets. Initially, thess new products will be sold to
10 the metal working and metal finishing industries under
our SHERTECS trade name. This new activity is
expected to provide the basis for supplying complete
systems to thess markets.

This year, for the first time, results of The Sherwin-
Wiltiams Co. of Canadas, Ltd. have been consolidated
nto those of the parent Company. However, this
subsidiary continues to operate with & high degree of
autonomy so it can effectively meet the special require-
ments of the Canadian market.

Although exienor painting activity was sdversely
affected by the inclement weather that swept Canada
through much of the summer, total sales in fiscal 1972
climbed to $40,970,000, an incresse of 10.8% over the
previous year. The parent comp-ny 's shace of pre-tax
carnings alter currency conversion increased 73.2% aver
last year. The improved sales performance was general
throughout the organization. While automotive sales
scored the highest gains, branch stores followsd closely
with excellent increases,

At year's end the company operated 132 branch stores.
During the year two new branches were opened, ¢ight

were closed and two remodeled. The decline in the total

number reflects 3 mansgement decision that, in view of
market changes now accurring, larger aud more

Pollution abatement progmms st the Chemicals

Group's four plant sites are continuing on schedule. At

Chicago, highly eflective air and water pollution controls

have bees installed in the pars cresol pisnt, and an
absorber/scrubber instailation in the eolor intermediate

plant is adequately removing smmonis and suifur diomde l
vapors. Treatment facilities for water effluent at Ashtabula

are now under construction. A comprehensive engineering

study of enviroament-related problems at the Coleyville, !
Kansas, facility is in progress, Although complete

cost estimates 318 20¢ yet available, we anticipate

. that snvironmental control expenses thers will not be '

unduly burdensome.

The Chemicals Group is confident the dificulues that '
have intesferad with peofitability over the last few years '
are now on the way to being solved. The elimination of .
consistently uaprofitable operations and the introduction

of promising oew products point to encouraging prospects .
for the entire operation. ’

strategically {ocated branch stores are presently indicated.
A stepped-up program of branch modernization to
further this objective is plaaned for next year.

Highly instrumental in promoting retail and panting

_ contractor sales was the new “Fashion Right” color

service introduced early in the Nscal year. This prosides’
consumers and professional painters a wide sefection of
colors in a broad range of products.

There ware §ood sains in industrial sales, particulariy
in the Quebec division where wood fimishing materials
were in strong demand. Only the Ontario division
suffered 3 modest decline in industrial sales due to a
drop in industrial activity there,

The E. Harris Co. division, which supplies matenals

" to the graphic ans industry, achieved sharply increased

sales, However, those of the Winnipeg Paint & Glass
division (building supplies and hardware) dipped from
year-ago levels, primarily because last year's sales
included & number of exceptionally large bid contracts
not repeated this year.
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Plant efficiency continued 1o improve during the year,
and production resched & new record, This record

output, plus a determined cost control program, hada

favorable effect on unit costs. A number of production
improvement projects have been launched with a view
toward further efficiency gains in the future. New ware.
housing procedures ate cow deing followed, and these
can be expected to have a positive ¢ffect on distribution
costs and customer service.

Research sad development work on powder costings is
producing hughly promising results, Construction of &
powder coatings manufectusiog unit is now under way.

Histoncally, the Sprayon Products, Inc. subsidiary

has conustently posted year-to-year sales gains.

Fiscal 1972 was no exception as sales climbed to
$16,923,000, an 13.5% increase over the previous year.

Both the custom division and the industrial supply
division contributed to the sales increase. The former
peckages aerosol products for many different industries;
the latter markets over 30 industrial speciaities ranging
from stnippable coatings. pants. gasket adhesives and
mold celease agents to lubricanty, corrosion inhibitors,
electronic cleaners and stencil marking inks.

Several new products were introduced by the industrial
supply division during the year. These include an
ultrathin transparent demoisturant for use in the
electrical industry, a welding anti-spatter matenial for the
quick and easy removal of weld spatters and a zinc sich
galvanizing compound which makes practical the fieid
application of protective galvamzing chemicals.

The subsidiary foresees further growth in the serosol
packaging of insecticides and weed killers. Developments

22

The economic outlook for Canada in the yenr ahead 15
somewhat mixed. Forecasts generally pndlct forther
growth in consumer spendmg but caution sgainst the
possibility of escalating cests giving rise to another
period of serious inflation. In view of this we will
further intensily cost control measuses in order to
participate profitably in the tmmpmd increase in
demand for our products.

SPRAYON PRODUCTS

along these lines involve more sophisticated propeliant
blends which, in tura, are expected to find application in
the packaging of other materials, Sprayon’s marketing
theust in the immediate future will capitalize on this
developmental effort 1o seek new customers whose
products bave thus far been barred from acrosol packaging
because of product/propeliant meompnlibility.

Increasingly higher production is necessitating some plant
expansion, and Sprayon will invest over $800,000 in

this effort during the coming yeae. Eacly in fiscal 1973,
additional facilities with s completely automiitic packaging
system are scheduled for complenon at Bedford Heights,
Ohio. At abous the sama time, 3 30, addition to the
Annlleua. Califorma, vmehouu is smcd w bein servwe.

Labor relations at both of the subsidiary’s plants continue
to be mutually harmonious. New labor contract

' negotistions involving smployess at the Bedford Heights

plant will be conducted during 1973,

There appears 10 be no diminution of interest in serosol
packaging, and the prospects for ths industry are excellent.
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m-mnp was csused largely by contimeed
problems at Verflabcieken Ralston, N.V. in the
Netherlands. Also contribuling wers the shortfall in
operations of The Sherwin-Williams Co, (West Indiss),
Ltd. and the dificulties in transmittal of royalties from
Ticensess in Colombia, Chile and Argentina.

Duriog the second half of the year, planned and
extensive management changes wers effectad at
Ralston to reverss the past unsatisfactory trends there.
We are also strengthening our West Indies operations
by realigning our approach to the market.

In line with plans initiated i Ascal 1971, we have
strengthened our organization through the establishment
of a European regional office and incroases in staf at
headquarters, the Latin American regional office snd the
international technical laborstory. While these additions
add to costs, we belisve they are & necessary prelude to
effective expansion of our international sctivities.

During the year we entered into a licensing agreements
with Peintures [deales, S.A. in Haiti. The joint veature
in Pansma, sstablished late last Aiscal year, is operating
satisfactorily and has reached the goals set for thy first

year, We are presently negotiating & joint macksting
venture 1n Balgium.

INTERNATIONAL OPERATIONS

Ia Mezico, Compania Sherwin-Williams S.A. ds C.Y.

‘ M%m Eight new branch stores were opeaed

dm. the year, mising to 51 the aumber of such outlets
now in operstion. We saticipate that aa additional
merdﬁtmmwmham in the
coming year. .

Our licensees continued to expand their businesses.
Certain new developments in coil coatings which have
now been adapted to the internationst market shouid
prave of further help to those licensees who produce
these specialized fnishes,

As in the United States, many other countries are now
putting into effect regulations regarding the environment.
Among them are Mexico, Brazil and the Nethetlands
where sir and water pollution have becoma matters of
quite urgent concern. We are endeavoring to meet all
requirements through the most practical measures, and
we do not anticipate any dificulties in this regard.

The recurrent monetary crises of the past yenr have not
had a material effect on our international operations.
However, devaluation of the doliar has increased
cvum stafl expense.

In fisca) 1973 we will conlinue to develop and tramn

mansgement and siaff for our iaternational operationy,
We are convinced there is smple opportunity for further
perticipatioa in international markets. )
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Foanded in 1866
EXECUTIVE OFFICES . L
101 Prospect Avenue, N. W., Clevaland, Ohio 44113
Directors Officers
E. Colin Baldwin E. Colin Baldwin
Cheirmen ¢f the Board Chairman of the Seard
Keith S. Benson Walter O, Spancer
m Presidont snd Chief Execwing OFieer
L Atiorasys v Willism C. Fine
Senisr Vice Presidess—Finonce
Willis B. Boyer ond Adwiniztration
” Susl Cory : Growp Viee President—=Costings
- Gene C. Brawer Wilkam Moonan
. Vice Choirmen
Richard G, Bull : George F. Schlaudecker
Gresp Vice Presidvatr—Codcings :"" ';_“ :;""““'mb
. . amss F.
Willnny;uc. Fine  Yice -t T
and Adminizwarion Richard R. Crow
Robert F, Hennig Vice Presidense—Pryyonovi
View Prosidemt—Purthusing Ronald F. Curley
Joha A. Hill Vice Prasidens Morkaring—Coenngs Gronp
 Prevident ) ) Robert F. Hennig
Hospital Corporation of Amarics Vice PrasidentPyrchesing
Allea C. Holmes Virgil A. Hollis
Parteer Vice PresidenteFinancial Operations
l:m.bny.takby & Reavis R A. Tschannea
Victor Hok, Jr Vice President Opermtions~-Courtimgs Group
Director ) Michael D. Weish
The Goodyear Tire & Rubber Cochpany Viee President—Internerione! Opesativns
winhm Moonan Alan D. Ch)M!
Gronp View Presiders— Aniiiartes Assiseant Vice Presidemt and General Cownsel
Eari W, Peck
h,,,:‘_‘wm‘ srrieverd Chairmion Assissomt Vice Presidet ond Comtroller
‘The East Ohio Ges Company Harvey L. Pispho
Georgs F. Schiaudecker Assisiont Vice President—Purchasing
Crowp Vice Presidems—Chemicals William P. Inman
Walter O. Spencer Secratary end Corperme Direcior of Taxes
Prasident end Chicf Execwtive Officer Frank H. Clark
John D, Wright Assistans Treaswer and Aswstont Seceelare
Direcser and Retired Chairmen Martin J. Donelan
TRW las. Aslstant Treaswrer
Arthur W. Sweudel Frank C. Kollath
Honovary Director Assissant Treasure?
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Products and Plaats

Principal Products

Paints » Enamels » Varnishcs o Lacquers « Stains ¢ Aeroso] Specialties o

Zinc Pigments » Lithopone « Metal Contaiers » Industrial Power-Driven
and Maintenaace Brushes « Alkali Blue Pigments o Synthetic Para Cresol «

Saccharin » Basium Chemicals « Foundry Machinery and Equipment s
FmiﬁnlwmmmM-mmmo )
Titnium Dioxide Pigments » Textile Printing and Dyeing Colors »

Powder Coatings « Plastic Coloraats » Paint Brushes»  ~

Rotlers and Other Painting Accessorlas.

. Domestic Plants
Anzheim, California
Ashtabuls, Ohio
Bedlord Haights, Ohio
Chicsgo, Ilinois
Cincinnati, Ohio
Cleveland, Ohio
Coleyville, Kansss
Crisfield, Maryland
Dayton, Ohio

Deshler, Ohio

Detroit, Michigan
Elgin, lllinois

Garland, Texas
Gibbsboro, New Jersey
Greensboro, North Carolina
Henderson, Kentucky
Hubbard, Ghio

Los Angeles, Califormia
Morvrow, Georgia
Newark, New Jorsey
Oakland, California
Pontise, lllinois

San Leandro, Califomis

Foreign Plaats

Bayamon, Puerto Rico
Frankenberg, Germany
Gmvenhurst, Cansds
Mexico City, Mexico
Montreal, Canada
Monmouthshire, England
Panama City, Panama
Sao Paula, Brazil
Toronto, Canads
Vancouver, Canada
Winnipeg, Canada
Zeint, Netherlands
Printing Center
North Olmsted, Ohio
Research Center
Chicago, lllinois

The A. W, Sceudel
Technical Center

As i yoars past, this Aazmal Report was peinted at the Sherwin-Willane
Prindng Ceater, North Olmsted, Ohio. Many of the inks used i it produs-
tica coutala pigments wppliad by the Sharwie-Williares Chamicnls Group.
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Subsidiaris

Domestic

Sprayon Products, Inc.

The Osborn Manufacturing Company

The Osborn Maaulscturing International Company .

_ The Sherwin-Williams Compeny of Europe, Inc.
Sherwin-Williams Inumuoml Company
Foreign

Compania Sherwio-Williams, $.A. ds C.V., Maxico City, D. F., Mexico !

Rubberset Compaay (Canada) Limited, Graveshurst, Ontario, Canada

The Sherwin-Williams Co, of Pustto Rico, lac., San Juas, Pustto Rico

The Sherwin-Williams Co. (West Indies) Lid., Kingston, Jamaica ) !

Sharwin-Williams (Eurcps) Société Ancnyms, Antwerp, !tldun

Schmitz & Ludwig GmbH., Frankenberg, Germany

The Sherwin-Williams Compaay of Cansds, Limited, Moutresl, Canads !
*Sherwin-Williams do Brasil S/A Tintas ¢ Vernizes, Sao Paulo, Brazil ) :

Socists Anonyme des Machines Osbomn, Paris, France ;

Verffabriekea Ralston N, V., Zeist, Netherlands i

SUnconselidatod

Other Affiliates
(50% or less owned)

The Carter White Lead Company of Canads, Limited, Montreal, Canada
Dendix Brushes, Limited, Chepstow, Moamouthshire, England

Lowi Sherwin-Williams GmbH., Waldkrsiburg, Germany
Sherwin-Willianes de Panama, S. A., Pansrma City, Panama’

-

Licensees

Aktisbolaget Syd-ferniss (Sweden)

Astral Sté de Printures, Vernis ot Encres D'Imprimerie (France)
Donald Macpherson Group, Ltd. (England)

Fabrica Nacional de Pinturss “Espintbol” S. A. (Bolivis)

Fabrica Nacionst de Pinturas Sh«wh-Willilm de Colombia S.A.
Industrias Quimicas Precolor, S. A. (Spain)

Montscatini Edison S. p. A. (Italy)

Nippon Paint Compeny, Ltd, (Japsn)

Oxy Foundry Equipment Division (England)

Peintures Ideales, S. A, (Haiti)

Pischia Johnson & Co. (New Zealand), Lid.

Pinturss Aadina $.A. (Chils)

Rhodiaceta, S.A. (France)

Sherwin-Williams Argenting Industrisl y Comercial 5.A.
Sherwin-Williams del Ecusdor Fabrica Nacional de Piaturas SA.
Sherwin-Williams Perussa S.A. (Peru) U
Sherwin-Williams, Philippines, Ine.

Sherwin-Wilkams de Centro America, S.A. (El Salvador)
Sherwin-Williems de Costa Rics, S.A.

Sherwin-Wiliams Venezolasa C.A.

Shinto Paint Co., Lid. (Japen)

Taiyo Chuki Company, Ltd., (Japan)

Taubmaas Industries, Lid. (Australis)
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