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FINANCIAL HIGHLIGHTS

(thousands of dollars except per share data) 2002 200 2000
Net sales $ 5,184,788 $ 5,066,005 $ 5,211,624
income before cumulative effect of change in accounting principte $ 310,70 $ 263,158 $ 15026
Cumulative effect of change in accounting principle - net of income taxes of $64,476 {183,136)
Net income $ 127,565 $ 263,158 § 16,026
Per common share:
Fully-diluted:
Income before cumulative effect of change in accounting principle $ 2.04 $ 1.68 $ 10
Cumulative effect of change in accounting principle - net of income taxes {1.20)
Net income $ 84 $ 1.68 $ 10
Basic:
Income before cumulative effect of change in accounting principle $ 207 $ 1.69 $ 10
Cumulative effect of change in accounting principle - net of income taxes (1.22)
Net income $ .85 $ 1.69 $ 10
Cash dividends $ .60 3 58 $ 54
Book value $ 9.01 $ 3.66 $ 9.22
Average common shares outstanding (thousands) 150,438 155,557 161,912
Return on sales (1) 6.0 % 52 % 3%
Return on net operating assets employed {RONAE) (2) 357 % 275 % 8.6 %
Return on beginning shareholders' equity {1} 20.9 % 17.9 % 9%
Total debt to capitalization 28.0 % 293 % 335 %
Interest coverage (3) 133 x 8.8 x 33 x
Current ratio 14 1.3 14
Total technical expenditures {4} $ 887121 § 86,222 $ 83627
SALES
{millions of dollars)
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TWIST & POUR™

Since the July 2002 launch of our new Twist & Pour™ paint
containers, the number of outlets that carry our Dutch Boy®

brand has mare than tripled.




PAINT STORES

Products Sold: Paints, stains, caulks, applicators, wallcover-
ings, floorcoverings, spray equipment and related products

Markets Served: Do-It-Yourselfers, professional painting
contractors, home builders, property managers, architects,
interior designers, industrial, marine, aviation, flooring and
original equipment manufacturer (OEM) product finishes

Major Brands Sold: Sherwin-Williams®, FlexBon Paints™,
Con-Lux®, Old Quaker™, Mercury®, Brod Dugan®, Mautz®,
Pro-Line®, SeaGuard®, ArmorSeal®, Kem® Hi-Temp,

Cook™, Sher-Wood®, Powdura®, Polane® and Kem Aqua®

Qutlets: 2,643 Sherwin-Williams stores in the United States,
Canada, Mexico, Puerto Rico and the Virgin Islands
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CONSUMER

Products Sold: Branded, private label and licensed brand
paints, stains, varnishes, industrial products, wood finish-
ing products, applicators, corrosion inhibitors, aerosols
and related products

Markets Served: Do-It-Yourselfers, professional painting
contractors and industrial maintenance

Major Brands Sold: Dutch Boy®, Krylon®, Minwax®,
Cuprinol®, Thompson’s® WaterSeal®, Formby’s®, Red
Devil®, Pratt & Lambert®, Martin Senour®, H& C™, White
Lightning®, Dupli-Color® and Rubberset®

Outlets: Leading mass merchandisers, home centers, inde-
pendent paint dealers, hardware stores, automotive
retailers and industrial distributors in the United States,
Canada and Mexico




AUTOMOTIVE FINISHES

Products Sold: High performance interior and exterior
coatings for the automotive, fleet and heavy truck mar-
kets, as well as thousands of associated products

Markets Served: Automotive jobbers, wholesale distribu-
tors, collision repair facilities, dealerships, fleet owners
and refinishers, production shops, body builders and
OEM product finishers

Major Brands Sold: Sherwin-Williams®, Martin Senour®,
Western®, Lazzuril™, Excelo™, Baco™ and ScottWarren™

Outlets: 179 company-operated branches in the United

States, Canada, Jamaica and Chile, and other operations

in the United States, Canada, Mexico, Brazil, Jamaica,
Chile and Italy

INTERNATIONAL COATINGS

Products Sold: Architectural paints, stains, varnishes,
industrial maintenance products, aerosols, product finish-
es, wood finishing products and related products

Markets Served: Do-It-Yourselfers, professional painting

contractors, independent dealers, industrial maintenance
and OEM product finishes

Major Brands Sold: Sherwin-Williams®, Dutch Boy®,
Krylon®, Kem-Tone®, Martin Senour®, Pratt & Lambert®,
Minwax®, Sumare™, Ronseal™, Globo™, Pulverlack™,
Colorgin™, Andina™, Tri-Flow®, Thompson’s® WaterSeal®
and Marson™

Outlets: Distribution in 19 countries through wholly-
owned subsidiaries, joint ventures and licensees of tech-
nology, trademarks and tradenames, including 58 compa-
ny-operated architectural and industrial stores in Chile,
Brazil and Uruguay




We are pleased to report that 2002 was a solid year
for The Sherwin-Williams Company. After 2001 did not measure up to our expec-
tations, we were determined to return our company te @ high level of financial
performance. Our efforts this past year resulted in strong cash flow and a sub-
stantial improvement in operating income on a moderate sales increase. In these
times of sluggish economic growth, mounting international tensions and daily head-
lines about companies accused of misleading their employees, shareholders and

the financial community, Sherwin-Williams stands tall.

Christopher M. Connor %

Chairman and Chief Executive Officev »-f{-f ]
— ﬁ

Joseph M. Scaminace
Prestdent and Chief Operating Officer



LETTER TO SHAREHOLDERS

We have always placed the highest value on the integri-
ty, ethics and morality of our company. We stand behind
the fairness and accuracy of our financial reports with
confidence. This is a company founded on, and recog-
nized for, these fundamental principles. Throughout 2002,
we continued to invest energy and capital in building our
core businesses, expanding our distribution, increasing
our technological leadership and improving our opera-
tional efficiency.

Our consolidated net sales for the year grew 2.3% to
$5.18 billion. Income before the cumulative effect of change
in accounting principle increased 18.1% to $310.7 million
from $263.2 million in 2001. Diluted income per common
share before the accounting change reached a new high of
$2.04 per share; a 21.4% increase over the $1.68 per share
posted a year earlier. Given the challenges we faced through-
out the year we are pleased with our earnings performance.

For the second year in a row, the Company’s net oper-
ating cash flow exceeded $550 million. This strong cash
generation was achieved through a combination of improved
profitability and continued stringent working capital man-
agement. During the year, we reduced our receivable days
from 56 to 52 and trimmed inventory levels by six days.
These working capital improvements contributed $84 mil-
lion to cash from operations.

We put this cash to work during the year to strengthen
our balance sheet and further invest in our future. We retired
$101.9 million of debt, which helped bring our debt to total
capital ratio down to 28% from 29.3% last year. We invest-
ed $126.5 million in long-term assets, and our Paint Stores
Segment purchased the assets of FlexBon Paint Company,
including 24 stores in Florida. We made cash dividend pay-
ments of $91 million and purchased 6.7 million shares of
the company’s common stock on the open market for treas-
ury. At year end, our cash and cash equivalents stood at
$164.0 million, an increase of $45.2 million over the end
of 2001. On the strength of our earnings and cash position,
in 2003 our Board of Directors approved our 24th consec-
utive increase in quarterly dividends.

PAINT STORES SEGMENT

Net sales for our Paint Stores Segment increased by 3.7%
over 2001 to $3.3 billion. Comparable-store sales improved
by 1.9% over the prior year. Operating profit from the Seg-
ment came in at $398.5 million, a 2.7% increase over 2001.
Our Paint Stores Segment stayed focused on the task of

serving the professional user, and our sales to contractors
continued to grow, particularly in the residential and prop-
erty management markets. We were also encouraged by the
strong do-it-yourself (DIY) sales performance. However, the
demand for industrial coatings in both the original equip-
ment manufacturer (OEM) product finishes and industrial
maintenance markets remained soft.

During the year, we added 70 net new stores, bringing
our total to 2,643 stores in North America. We also
launched a three-year program to refresh the interiors of
our stores. By year-end, we had completed 840 stores,
including fresh paint, new graphics, merchandise resets and
an upgraded point-of-sale computer system.

In 2002, we introduced two new color systems in our
stores. Sherwin-Williams COLOR™ is an interior/exterior
palette of more than 1,000 clean bright colors. Our new
Martha Stewart Signature™ color palette will broaden our
appeal to the growing female home-decorating market.

(OCTOBER 2002)

JHBNEY [ACAZINE: SHERWINWILLIAMS WAS RANKED
(00 THE TOR TEN OF 404 COMPANES BYALUATED ¥ &
RECENT STUDY THAT MEASURED “EARNINGS QUALNTY™,

Our industrial maintenance customers are under con-
stant pressure to improve productivity. We responded by
launching a line of products under the ExpressTech™
brand, that significantly shorten recoat cycles and reduce
downtime.

As our North American OEM customers move their
operations overseas, our Chemical Coatings Division has
followed. In the fall of 2002, we broke ground on the first

of two dedicated chemical coatings liquid and powder.

facilities in China.

CONSUMER SEGMENT

External net sales in the Consumer Segment increased
3.2% to $1.2 billion in 2002 versus the prior year. Sales
throughout the year benefited from a strengthening domes-
tic DIY market combined with aggressive promotion of
many new and existing paint, aerosol and wood care
products.
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BUSHIESSWEE: SHERWIN-UILLIAMS WAS
HIEHUEHTED AS AN “EFFICIENT” COMPANY DUE YO
DILIGENT WORKING CAPITAL MANAGENENT.
(DECEMBER 2002)

Operating profit for the Segment increased 73.8% to
$192.5 million versus $110.8 million last year. This
dramatic improvement in operating profit was primari-
ly generated from a combination of higher sales
volumes, improved overhead absorption due to
architectural paint volume gains and reduced manu-
facturing and administrative expense stemming from
our Operational Excellence program.

In our first full year of operations since realigning the
Consumer Segment into three operating divisions, Con-
sumer, Diversified Brands and Wood Care, we have renewed
our emphasis on brand building, product innovation and
solidifying our strong retail relationships. Our new Dutch
Boy® Twist & Pour™ container is a good example of how
our focus on innovation is helping us build our brands and
expand our distribution.

AUTOMOTIVE FINISHES SEGMENT

Our Automotive Finishes Segment experienced a sales
decrease of 2.2% to $453.8 million for the year. Sales for
the Segment were adversely impacted by weakness in the
collision repair market and unfavorable currency exchange

FORIBES. COME SHERWIHISWILLAMS WAS SINELED Uy

AS A COMPARR WITH “STALVART VELDS” AS DEFRNED
BY & RIGID, THREE-POIT CRITERIA FOR DETERMINING

DIVIBDEND QUALRR, (JANUARY 2003)

rates relative to last year. If we exclude the effects of cur-
rency fluctuations, sales for the Segment would have
improved 1.2% for the year.

Operating profit for the Segment increased 6.3% to
$54.5 million from $51.2 million in 2001. Lower raw
material costs early in the year and tight manufacturing

and administrative expense control contributed to this

profit improvement.

While these results fell short of our expectations, we are
encouraged by the many positive steps taken by our Auto-
motive Finishes Segment over the past year. Since bringing
the entire organization together in our World Automotive
Center in Warrensville Heights, Ohio, we have introduced
82 new automotive paint products and revolutionized the
delivery of color formulas to the industry. Our A-Plus™ Pro-
gram membership continued to grow, underscoring our
focus on, and commitment to, the collision repair market.

In 2002, the Segment added 6 new branches in North
America, bringing the total number of company-operated
branches in the U.S., Canada, Jamaica and Chile to 179.

INTERNATIONAL COATINGS SEGMENT

Net sales in our International Coatings Segment
decreased 8.8% to $244.2 million in 2002. Sales decreases
in U.S. dollars were the result of unfavorable currency
exchange rates. If we exclude the effects of currency
exchange fluctuations, net sales for the Segment increased
3.3% versus 2001.

The Segment realized an operating loss for the year of
$5.6 million compared to an operating profit of $4.8 mil-
lion in 2001. In addition to the negative impact of currency
fluctuation, these results include charges totaling $11.9 mil-
lion taken during the year for the impairment of assets.

Despite weak economic conditions in South America and
unfavorable foreign currency exchange rates, our operations
improved and our organization is poised to capitalize on
future economic recovery in this region. During this past
year, we added 6 new stores in Chile and Brazil bringing
our total to 58 company-operated stores in South America.
Our Operational Excellence initiative is helping us to
become the low cost supplier to independent paint retailers
across the region. And the transfer of technology developed
in the United States has enabled us to commercialize new
product faster and for less cost.

In the United Kingdom, our Ronseal business posted
its highest market share figures ever and recorded its tenth
consecutive year of market share growth in the retail wood
care category.

BOARD AND MANAGEMENT CHANGES
In February 2003, Susan J. Kropf, President and Chief
Operating Officer of Avon Products, Inc., was appointed to

STRENGTH. STABILITY, SECURITY.



our Board of Directors. We welcome Susan to our Board
and look to her knowledge and experience to assist us in
the future.

In October, Alexander Zalesky was appointed to the
position of President & General Manager of our
International Division. Alex joined Sherwin-Williams

from Eastman Chemical Co., where, over the past twen-
ty years, he served in various engineering, sales and man-
agement assignments throughout North and South
America. Most recently, Alex was General Manager of
Eastman Chemical’s Global Coatings business. Alex
brings to this position a strong and diverse international
management background, and we are fortunate to have
him on our team.

LEAD PIGMENT LITIGATION

In previous years, Sherwin-Williams has elected not to
engage in public discussions regarding lawsuits involving
our historic manufacture or use of white lead pigment in
paint. Given the heightened publicity this issue received
over the past year, we feel it is appropriate to offer some
perspective.

The industry, including Sherwin-Williams, played an
important role in funding the “no strings attached”
research that identified the risks associated with poorly
maintained lead paint and in disseminating that informa-
tion to health officials. In 1955, the industry’s efforts
resulted in the adoption of a voluntary standard which
essentially removed lead pigment from interior residential
paint. Over twenty years later, in 1978, the federal gov-
ernment banned the use of any lead ingredients in paint
for residential and most commercial purposes. By the late
1930%, virtually none of Sherwin-William’s interior archi-
tectural paints contained lead pigments.

We are joined in most of these cases with several other
defendants with whom we have maintained an excellent
working relationship in the litigation. Over the past fifteen
years we have never lost a case, nor have we ever settled.
We believe that our arguments, and more importantly our
actions, are solid and on the right side of the law.

Because we recognize that elevated blood lead levels in
children is an important public health issue, we are work-
ing with various community-based organizations to help
address it. Most of these organizations concentrate their
efforts on public education, training and lead hazard con-
trol through effective property maintenance.

EARRONS: SHEFWIN-WILLIAMS WAS INCLYDED
0 & SELECT FEW USY OF COMPANIES THAT
(IAVE (ORE THAN SUFACIENY ASSETS TO RUIND
THEIR FUTURE PENSION PLAN OBLIGATTONS.
(OCTOBRER 2002)

OUTLOOK FOR 2003

We expect modest growth in the paint and coatings
industry in 2003. The forces that hindered economic recov-
ery during 2002 are likely to linger through most of this
vear. Regardless of market conditions, Sherwin-Williams
anticipates continued improvements in sales and earnings.

We cannot guarantee what our growth will be in 2003.
We can guarantee that we will continue to expand the dis-

tribution of our products by opening new stores,
strengthening relationships with our retail partners and forg-
ing new relationships. We will introduce innovative new
products that will increase our customers’ productivity and
satisfaction. We will strengthen our brands and provide
unparalleled service to our customers.

Throughout its illustrious 137-year history, The
Sherwin-Williams Company has been blessed by the

extraordinary talent, commitment and dedication of its
employees. Qur success is due to their hard work and loy-
alty. We give thanks to our customers, suppliers and
shareholders for their trust and confidence, and for the
privilege of being able to say: We are proud of the com-
pany we keep.

A A

CHRISTOPHER M. CONNOR !
CHAIRMAN AND CHIEF EXECUTIVE OFFICER

JoserH M. SCAMINACE
PRESIDENT AND CHIEF OPERATING OFFICER




With an industry-leading combination o rew

products, new services and new ideas, our Paint Stores Segment grew

market share in each of the market segments in which we compete.

As the exclusive outlet for Sherwin-Williams® branded
architectural and industrial paints, stains and products,
we completely control our channel of distribution. This
puts us in a unique position to sustain consistent growth
and outperform the market — even in the most challeng-
ing of economic environments.

During the past year, we added or acquired 70 stores,
bringing the total to 2,643 company-operated stores
serving a diverse customer base. This customer base is
comprised of architectural and industrial painting con-
tractors, residential and commercial builders, property
managers, OEM product finishers and do-it-yourself
homeowners.

Color played a key role in our 2002 operations with the
launch of our COLOR™ program and the introduction of

STHENG . STABILITY. SECURITY
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Martha Stewart Signature™ Colors. Six years in the making,
COLOR is a new interior/exterior palette that offers more
than 1,000 interior colors and double the number of exte-
rior colors previously offered. Brighter, cleaner colors, along
with larger paint strips, fan decks and architectural kits,
make color selection easier than ever — an important con-

sideration for our full spectrum of customers.

The Martha Stewart Signature Colors represent 416
exclusive colors available only in Sherwin-Williams® paints.
Do-it-yourself customers can decorate with confidence using
the 39 palette cards containing guidance for color coordi-
nating. These colors are the foundation for a complete line
of coordinating home furnishings including fabric, floor cov-
ering and furniture.

Improving our well-known and widely accepted prod-
ucts is an ongoing process within the Paint Stores Segment.
We created our Exterior Excellence program to improve our
key exterior products with brighter, bolder colors, expanded




PAINT STORES SEGMENT

low-temperature features, extended warranties, and
improved durability and fade resistance. This sets the stage
for our Interior Excellence initiative in 2003.

A further enhancement to the Sherwin-Williams shop-
ping experience is our comprehensive store refresh program.
We’ve concluded the first year of a three-year program that
saw 840 stores receive complete refreshes where walls
were faux finished and products were totally re-merchan-
dised for a more customer-friendly experience.
Similarly, we expanded access to SherLink™, our
24/7 password-protected business tool designed
to provide customers access to on-line ordering
and a searchable product catalog.

Industrial Maintenance and Marine markets
represent significant growth opportunities for
the Paint Stores Segment. In response to cus-
tomer demand for shorter recoat times, faster
returns to service and improved paint line
productivity, we introduced our new
ExpressTech™ products. These products incor-
porate true technological innovations and are
generating dramatic end-user savings in labor,
materials and time.

Chemical Coatings Division supplies product
finishes to OEM through 9 manufacturing
plants and 83 dedicated facilities in North

America. To be better positioned in the globalization
of the OEM product finishing industry, we have estab-
lished two dedicated chemical coatings liquid and pow-
der manufacturing facilities in China. Our Chemical
Coatings business was adversely affected by a weak
manufacturing segment and reduced business investment
that impacted office furniture, industrial equipment,
plastics and electronic markets. Still, we managed

to increase market share and significantly
grow our OEM account base.
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on achieving. At Sherwin-Williams, that's exactly what we have achieved in the

three operating units that comprise our Consumer Segment.

On the strength of brands like Dutch Boy®, Minwax® and
Krylon® the Consumer, Wood Care and Diversified Brands
Divisions delivered strong performances in 2002,

Consumer Division - The introduction of our new
Twist & Pour™ container in 2002 represents the first
significant change to one-gallon paint packaging in
generations. The Twist & Pour innovation has received
numerous consumer and industry awards, as well as
immediate consumer acceptance due to its ease of use
and clean-up benefits. Since the introduction of Twist &
Pour, the number of outlets that carry our Dutch Boy®
brand has tripled.

In addition to its array of powerful brands like Dutch
Boy®, Pratt & Lambert®, Martin Senour® and Cuprinol®,

our Consumer Division is a major supplier of private label

products to leading retailers.

Our 14 manufacturing facilities and 8 distribution cen-
ters are governed by a culture of continuous improvement.
The division continues its mission of maximizing efficien-
cies, productivity and quality through our Operational
Excellence and Six Sigma initiatives, which have yielded
improvements in customer service, inventory levels and asset

utilization.

Wood Care Division -~ High performance products that
deliver long lasting beauty and protection are why consumers
have made us the market leader in interior stains and finishes
and exterior waterproofing products. Familiar brands like
Minwax® and Thompson’s® WaterSeal® are known for their
reliability and ease of use.

These brands are widely available in a variety of retail
outlets including home improvement stores, home centers,
mass merchants, hardware stores and paint stores. Our new
Minwax® Super Fast-Drying Polyurethane for Floors is a




CONSUMER SEGMENT
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popular choice among contractors and do-it-yourselfers who Our private label manufacturing capabilities serve
want to speed up project time. New for 2002 was our  several mass merchants with aerosol paints and
- Thompson’s® WaterSeal® Advanced Waterproofer which  cleaning products.
provides one-coat maximum strength protection and one-
day clean-and-treat application.

Diversified Brands Division — 2002 marked the return of the
famous “No runs, no drips, no errors” television campaign
for our Krylon® spray paint brand - a contributing factor to
our strong sales and profit gains in the Division. We also intro-
duced several key new products that extended our market
leadership position in aerosol paints. Krylon® Fusion for Plas-
tic™ is the first paint product designed to bond to plastics with
no sanding or priming — features that earned it the Editor’s

Choice Award from Popular Mechanics. Dupli-Color® Metal

: Cast™ captures the anodized effect in an aerosol paint.

The Diversified Brands Division is a leading supplier of V bt
professional brushes and rollers marketed under the Sher- O l n l ;
win-Williams® and Rubberset® brands. New extension poles % S

for use with our rollers in each brand were introduced in

2002. We are also a leading supplier of caulks and sealants ‘ I enetra tes S tai115 8 Se ls _
B o I" 7 7 o |

N

through our White Lightning® brand.




The comprehensive distribution platiorm

of our Automotive Segment consists of thousands of avtomative refinish distribu-
tors. Our foreign licensing agreements and wholly owned subsidiaries give us a
presence in nearly 30 countries. in 2002, we added six new branches in North Amer-
ica, bringing to 179 the total number of company-operated branches in the United

States, Canada, Jamaica and Chile.

Centralizing our technical, sales and marketing teams at
our World Automotive Center in Warrensville Heights has
resulted in numerous strategic and operational benefits. For
example, we were able to introduce 82 new automotive
paint products. These include our exclusive Ure-Flex™ Tech-
nology Premium Plus Clearcoat and Ure-Flex™ Spectra
Prime/Spectra Seal — products that offer industry-leading
performance and are certified by the original equipment
manufacturers for warranty repairs.

Our commitment to excellence in product quality and

customer service led to the creation of our Advanced Prod-
uct Quality Planning team and the application of SixSigma
methods and practices to drive continuous improvements
in customer service. Qur unparalleled supply chain man-
agement expertise, industry leading automotive refinish
technology and a complete associated products program sets
us apart in our ability to service our customers. In short, we
succeed by making our customers more successful.

In 2002, our customers continued to take advantage of
our automotive finishing e-technology. This technology suc-
cessfully combines the convenience of the internet with our
local service and delivery capabilities. Customers can go on-
line to purchase products, utilize our Formula Finder color
formula retrieval and smart scale mixing resource, access
environmental compliance reporting tools and obtain the lat-
est real time information on color and product technology.

We’ve also added 80 new members to our A-Plus™ Pro-
gram, bringing total membership to 828. The A-Plus™

s
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AUTOMOTIVE FINISHES SEGMENT

Program is a value-added program with training and certi-  foot, state-of-the-art, World Automotive Center are dedi-
fication, business management and customer service cated to developing and delivering the highest performance,
components. Membership is comprised of industry leading  technologically driven, customer-oriented products and
collision repair centers who exceed our stringent quality and  services available
process requirements. anywhere in the

Our involvement with NASCAR grew in 2002, and con-  world.
tinues to underscore the acceptance of Sherwin-Williams®

automotive paint in the most elite and discriminating cir-
cles. Sherwin-Williams Automotive Finishes Corp. was the
coatings supplier of choice for 25 Winston Cup teams and
10 Busch Series teams in 2002. In fact, this past year, Sher-
win-Williams took the checkered flag in 23 of the 36
Winston Cup events.

The Automotive Finishes Segment also played a key
role in a unique and high profile community project that
put our products to an all-season climatic test. North-

east Ohio’s weather has been described as anywhere from
unpredictable to downright harsh. So when GuitarMa-
nia®* needed to shield the 100 fiberglass work-of-art
guitars from the elements, they turned to Sherwin-
Williams Automotive Finishes Corp.

While we were glad to provide technical know-how
and assistance to this worthy cause, our singular focus

;
oot
Premium. piyg Perlormanee Clearcoat

I Prime Vernis Plug-p,
erlo
Wemlu Capa Transparente Ge Altg sz?cfieendimemo

is in the automotive market where we have been devel-
oping and manufacturing coatings for the past 80 years.
The more than 280 employees at our 350,000-square-

Medium Hardener
Durcisseur Moyen
Endurecedor Mediano

* GuitarMania® is a public art project benefiting United Way Services and the Rock and Roli Hall
of Fame and Museum's education fund.
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scape of our International Coatings Segment in 2002, In virtually all of our markets, we

were able to gain share and establish a greater presence through expanded distribution.

Our ability to share advanced domestic technologies has
enabled us to broaden our product offerings and establish mar-
ket leadership in numerous areas.

Despite weak economic conditions in South America and
unfavorable foreign currency exchange rates, our operations
improved. Our organization is positioned well to take advan-
tage of future economic stabilization and recovery in these
regions.

The International Coatings Segment distributes the Sherwin-
Williams® brand along with a variety of well-known regional
brands in 19 countries. We operate through wholly-owned sub-
sidiaries, joint ventures, licensing agreements and independent
distributors. In 2002, we added 6 new stores in Chile and Brazil
bringing our total to 58 company-operated stores.

= TR e g

Brazil - With more than 900 employees and three manu-
facturing sites, Sherwin-Williams do Brasil is our largest foreign
subsidiary. Several powerful brands and comprehensive distri-
bution provides us strength in the markets in which we
compete. Our Colorgin™ brand gives us market leadership in
aerosols, which are distributed through home centers, mass
retailers and hardware stores. We are also the market leader in
the industrial maintenance category with our Sumaré™ brand,
which is sold in our company stores and directly to customers.
As the market share leader in products used in hospitals, on
floors and in kitchens and baths, we continue to grow our archi-
tectural coatings business. We enjoy success in niche powder
coatings markets as well. Recognizing the special needs of a
diverse customer base, we have assigned key account special-
ists to sharpen our focus and improve customer service.

Chile - Solid relationships with leading retailers, along
with our direct retail and wholesale operations, give us
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broad market coverage in all major paint segments, includ- United Kingdom — Ronseal Limited posted its highest mar-
ing architectural, industrial and marine, chemical coatings ket share figures ever and recorded its tenth consecutive year
and aerosols. We are the leader in aerosols with our Mar-  of market share growth in the retail wood care category with
son™ brand and are growing our presence in the our Woodcare line of products. Qur entrance into the exteri-
independent paint dealer channel with our Andina™brand.  or garden care sector with our Ronseal™ Gardencare™ line has
Transferred domestic technology continues to create oppor-  also been extremely successful. Although gallon volume was
tunities for us in industrial and marine markets, and new  somewhat sluggish due to excessive rainfall in 2002, we are
products from the General Polymers line of our Paint Stores  excited about this category going forward. We were recog-
Segment will keep us on the leading edge of the industrial  nized by the largest do-it-yourself retailer in the UK as their
flooring markets. supplier of the year in 2002. Additionally, we have made sig-
Argentina — In Argentina, we were able to strengthen our  nificant investments in waterborne technology and facilities in
market share and overall awareness, perception and prefer-  response to increasing consumer demand for more
ence for our paint products in the architectural segment. This  water-based products.
segment represents an overwhelming majority of our business
in Argentina where we are considered the supplier of choice.

The country is beset by economic chal-
lenges, including a GNP that
contracted by 12.5%, unem-
ployment levels that soared to
more than 40% and a 230%+
currency devaluation. However,
we remain confident of future
market share gains and contin- |
ued strong distribution with |
independent paint dealers and
home centers.




Being recognized as America's Paint Company

is an honor. Serving the customers who awarded us that distinction is a privi-

lege. Accepting the responsibility that comes with such praise is our duty. The

men and women of Sherwin-Williams live our values in their daily work and

share their values in the communities in which they live.

STRENGTH.

GUITARMANIA®

Chicago had its cows. Buffalo its buffaloes. Pigs
poked around Cincinnati, moose roamed Toronto, and
fish flew out of the water in Baltimore. In 2002,
Cleveland got its guitars.

Across North America’s great cities, local artists are
showcasing their creativity by decorating giant fiberglass
figures that represent the essence of their city. These figures
are then displayed around the city and later auctioned. The
campaign’s goals are to energize the city and ignite civic
pride, while raising funds for local charities.

In Cleveland, home to the Rock and Roll Hall of Fame,

deciding on the right fiberglass symbol was easy: the Fend-
er® Stratocaster® guitar.

Giant 10-foot-high fiberglass guitars became canvases
for prominent local artists and a “Who’s Who” of pop icons
and celebrities. Yoko Ono, Peter Max, Joe Walsh, Keith
Richards and Graham Nash were just a few of the note-
worthy artists involved.

As a key strategic partner in GuitarMania®, Sherwin-
Williams developed official GuitarMania paints for the
artists and clear-coated all guitars for display.

In June 2002, nearly 100 guitars went on public dis-
play at the Rock and Roll Hall of Fame to rave reviews.
They appeared around the city for the remainder of the
summer. Permanent homes were determined by a live auc-
tion in November, with proceeds benefiting United Way
Services, the Rock and Roll Hall of Fame and Museum’s
education fund and the Make-A-Wish Foundation of
Northeast Ohio.
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GRAFFITI HURTS®

Cleaning up graffiti is a costly effort for cities across
America. In addition to the drain on tax dollars — which
could be used for schools, parks, roads and other commu-
nity improvemnents — graffiti causes a decrease in surrounding
property values, a decrease in a resident’s feeling of safety
and an overall decrease in local commerce.

Formed in 1996 by Keep America Beautiful, Inc.,
through a grant from Sherwin-Williams and its Krylon®
brand of aerosol paints, The Graffiti Hurts® Program is
dedicated to raising awareness about the harmful effects of
graffiti through grass roots education and community
involvement.

CLEARCORPS CARES ABOUT KIDS

“PIECE OF THE PENTAGON” AWARD

In May, Sherwin-Williams was presented with a “Piece
of the Pentagon” award for our company’s donation of
10,000 gallons of paint to help repair damage caused by the
September 11 terrorist attack.

Approximately 1,000 contractors are working 20 hours
a day, six days a week to rebuild the damaged 400,000-
square-foot portion of the Pentagon. Completion is
anticipated in spring 2003.

In presenting the award, Pentagon Renovation Program
Manager Lee Evey said, “The contribution made by Sher-
win-Williams is representative of the American spirit to see
the Pentagon made whole again.”

Sherwin-Williams is a proud partner of CLEARCorps, an organization dedicated to protecting children from lead
poisoning. CLEARCorps is an AmeriCorps service program that was created in 1995 through a partnership between
the Shriver Center and the National Paint and Coatings Association. With financial support from companies like
Sherwin-Williams, CLEARCorps is able to provide on-site, family-centered education, training and lead hazard con-

trol services.
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Coatings SR.L.

Compafiia Sherwin-Williams, S.A. de C.V.
Eurofinish S.rl.

Krigsol S.A.

Productos Cuimicos y Pinturas, S.A. de C.V.
Proquipsa, S.A. de C.V.

Pulverlack Nordeste Ltda.

{hy

Quetzal Pinturas, S.A. de C.V. DOMESTIC : :
8 . . m (@) Puerto Rico
onseal {Ireland} Limited Contract Transportation Systems Co. c3 @Virgin Islands
Ronseal Limited DIMC, Inc. Jamaica
Sherwin-Williams (Caribbean) N.V. Dupli-Color Products Company

Sherwin-Williams {(West Indies} Limited Sherwin-Williams Automotive Finishas Corp.

Sherwin-Williams Argentina L.y C.S.A. Sherwin-Williams Realty Holdings, inc.
Sherwin-Williams Automotive Europe SPA.  SWIMC, Inc.
Sherwin-Williams Automotive Northern The Sherwin-Williams Acceptance

Europe BUBA Corparation

Sherwin-Williams Canada Inc. Thompsan Minwax International Corp.

Sherwin-Williams Cayman Istands Limited
Sherwin-Williams Chile S.A.
Sherwin-Williams do Brasil Industria

g Comercio Ltda.

Sherwin-Williams Paints {Dongguan) O PAlNT STORES
Company Limited O AUTOMOTIVE BRANCHES

Sherwin-Williams Japan Co., Ltd.

Today, Sherwin-Williams has 2,880 paint stores and

Company Limited automotive branches worldwide. More than 90% of the
Sherwin-Williams Singapore PTE Ltd. us. population lives within a 50-mile radius of a
Sherwin-Williams paint store.

Sherwin-Williams (Shanghai) Paints

The Sherwin-Williams Company

Resources Limited
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FINANCIAL PERFORMANCE

FINANCIAL TABLE OF CONTENTS

Cautionary Statement Regarding Forward-Looking Information
22

Financial Summary
23

Management’s Discussion and Analysis of Financial Condition and Results of Operations
24

Repart of Management
35

Repart of Independent Auditors
36

Consolidated Financial Statements and Notes
37

Directors, Officers, Operating Presidents
53

Shareholder information
60

FIT s




CAUTIONARY STATEMENT REGARDING
FORWARD-LOOKING INFORMATION

Certain statements contained in “Management’s Dis-
cussion and Analysis of Financial Condition and Results of
Operations,” “Letter to Shareholders,” and elsewhere in
this report constitute “forward-looking statements” within
the meaning of Section 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange Act of 1934.
These forward-looking statements are based upon manage-
ment’s current expectations, estimates, assumptions and
beliefs concerning future events and conditions and may dis-
cuss, among other things, anticipated future performance
(including sales and earnings), expected growth, future busi-
ness plans and the costs and potential liability for
environmental-related matters and the lead pigment and
lead-based paint litigation. Any statement that is not his-
torical in nature is a forward-looking statement and may be
identified by the use of words and phrases such as “expects,”
“anticipates,” “believes,” “will,” “will likely result,” “will
” “plans to” and similar expressions. Readers are

» «

continue,
cautioned not to place undue reliance on any forward-look-
ing statements. Forward-looking statements are necessarily
subject to risks, uncertainties and other factors, many of
which are outside the control of the Company, that could
cause actual results to differ materially from such statements
and from the Company’s historical results and experience.

These risks, uncertainties and other factors include such
things as: (a) general business conditions, strengths of retail
and manufacturing economies and the growth in the coat-
ings industry; (b) competitive factors, including pricing
pressures and product innovation and quality; (c) changes
in raw material availability and pricing; (d) changes in the
Company’s relationships with customers and suppliers; (e)
the ability of the Company to attain cost savings from pro-
ductivity initiatives; (f) the ability of the Company to

successfully integrate past and future acquisitions into its
existing operations, as well as the performance of the busi-
nesses acquired; (g) changes in general domestic economic
conditions such as inflation rates, interest rates and tax rates;
(h) risks and uncertainties associated with the Company’s
expansion into and its operations in South America and
other foreign markets, including inflation rates, recessions,
foreign currency exchange rates, foreign investment and
repatriation restrictions, unrest and other external economic
and political factors; (i) the achievement of growth in devel-
oping markets, such as Mexico and South America; (j)
increasingly stringent domestic and foreign governmental
regulations including those affecting the environment; (k)
inherent uncertainties involved in assessing the Company’s
potential liability for environmental remediation-related
activities; (I) other changes in governmental policies, laws
and regulations, including changes in accounting policies
and standards and taxation requirements (such as new tax
laws and new or revised tax law interpretations); (m) the
nature, cost, quantity and outcome of pending and future lit-
igation and other claims, including the lead pigment and
lead-based paint litigation and the affect of any legislation
and administrative regulations relating thereto; and (n)
unusual weather conditions.

Readers are cautioned that it is not possible to predict
or identify all of the risks, uncertainties and other factors
that may affect future results and that the above list should
not be considered to be a complete list. Any forward-look-
ing statement speaks only as of the date on which such
statement is made, and the Company undertakes no obli-
gation to update or revise any forward-looking statement,
whether as a result of new information, future events or
otherwise.



FINANCIAL SUMMARY
(miilions of doliars except as noted and per share data)

2002 2001 2000 1999 1998

Operations
Netsales o ooveninn et iiieineneneennns $ 5,185 § 5,066 $ 5,212 $ 5,004 $ 4,934
Costofgoodssold ............. ..., 2,846 2,846 2,904 2,755 2,804
Selling, general and administrative expenses ........ 1,785 1,730 1,740 1,673 1,598
Impairment of other assets ......... ..., 352
Interest eXpense ..........couiie it enanns 40 55 62 61 72
Income before income taxes and cumulative

effect of change in accounting principle ......... 497 424 143 490 440
Income before cumulative effect of

change in accounting principle ................ 311 263 16 304 273
Netincome . ..ovvvvn it ineeinrinieienennes 128 263 16 304 273
Financial Position
INVENIOTIES « v ot vvvevnesererannesonenonnanans $ 625 $ 633 $ 704 $ 703 $ 683
Accounts receivable -net ....... ..o ... 494 523 594 606 605
Working capital ............. . oo, 422 366 436 437 4358
Property, plant and equipment-net .............. 665 673 722 712 719
Totalassets ....ooivieninen it 3,432 3,628 3,751 4,033 4,051
Long-termdebt ......... ... ... i, 507 504 621 622 730
Totaldebt .........cciviiiiiiiiiii i, 522 6158 740 742 848
Shareholders’ equity .......cvvviiiiiiiiiinn, 1,342 1,488 1,472 1,699 1,716
Per Share Information
Average shares outstanding (thousands) ........... 150,438 155,557 161,912 167,925 172,162
Bookvalue ........ciiiiiiiii i $ 9.01 $ 966 $ 922 $ 1023 $ 10.03
Income before cumulative effect of

change in accounting principle - dituted ......... 2.04 1.68 .10 1.80 1.57
Income before cumulative effect of

change in accounting principle - basic . .......... 2.07 1.69 .10 1.81 1.58
Netincome -diluted .......... ..., 0.84 1.68 .10 1.80 1.57
Netincome -basic ........... .. covviii... 0.85 1.69 .10 1.81 1.58
Cashdividends .......... ... .. iiiiiiiuan, .60 .58 .54 48 45
Financial Ratios
Returnonsales (1) ......c0viieinirnirnnnenn. 6.0% 5.2% 3% 6.1% 5.5%
ASSELTUIMOVET « v v vt vn v ev e as e s i tnesnnee s 1.5x 1.4x 1.4x 1.2x 1.2x
Returnon assets {1) .. .vvvevnenrnennrenennnnn. 9.1% 7.3% 4% 7.5% 6.7%
Returnon equity (2) . .ovnvnennnenenunnnannn 20.9% 17.9% 9% 17.7% 17.1%
Dividend payoutratio (1) .......cvvveniunnnnnn. 29.3% 34.6% 549.9% 26.6% 28.5%
Total debt to capitalization ......... ..ot 28.0% 29.3% 33.5% 30.4% 331%
CUurrent ratio . . oo eve e narnroneneeasneruronss 1.4 1.3 1.4 1.4 1.4
Interest coverage (3) ....vviiiiiiiii i 13.3x 8.8x 3.3x 9.0x 7.1x
Working capital tosales ........coviiiiiiiin, 8.1% 7.2% 8.4% 8.7% 9.3% ‘
Effective income taxrate (1) . .o vvvvenneiennniens 37.5% 38.0% 88.9% 38.0% 38.0% 1
General |
Capital expenditures . .....ovveenereranennen. .. $ 127 $ 83 $ 133 $ 134 $ 146 !
Total technical expenditures (4) ................. 89 86 84 78 73
Advertising expenditures ... ... il 222 236 276 265 283
Repairs and maintenance ........... .. o00hin... 52 48 48 46 45
Depreciation . .....ooviiiinin i nenenans 104 109 109 105 98
Amortization of intangible assets ................ 12 39 51 50 50
Shareholders of record (total count) .............. 9,604 10,281 10,813 11,475 11,929
Number of employees (total count} .............. 25,752 25,789 26,095 25,697 24,822
Sales per employee (thousands of dollars) .......... $ 201 $ 196 $ 200 $ 195 $ 199
Sales per dollar of assets ...........coviiiiinnn, 1.51 1.40 1.39 1.24 1.22 |

(1) Based on income before cumulative effect of change in accounting principle. See Note 2, pages 43 through 45 of this report.

(2} Based on income before cumulative effect of change in accounting principle and shareholders’ equity at beginning of year.

(3) Ratio of income before income taxes, cumulative effect of change in accounting principle and interest expense to interest expense.
(4) See Note 1, page 42 of this report, for a description of technical expenditures.




MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

CRITICAL ACCOUNTING PGLICIES AND ESTIMATES

The consolidated financial statements and accompanying foot-
notes included in this report have been prepared in accordance
with accounting principles generally accepted in the United States
based upon management’s best estimates and judgements. Man-
agement uses assumptions based on historical results and other
assumptions that they believe are reasonable to form the basis for
determining appropriate carrying values of assets and liabilities
that are not readily available from other sources. Actual results
could differ from those estimates. Also, materially different
amounts may result under materially different conditions or from
using materially different assumptions. However, management
currently believes that any materially different amounts resulting
from materially different conditions or material changes in facts
or circumstances are unlikely.

Al] of the Company’s significant accounting policies that are
followed in the preparation of the consolidated financial state-
ments are disclosed in Note 1, on pages 41 through 43 of this
report. In addition, the following procedures utilized by man-
agement directly impact many of the estimates and assumptions
used to arrive at reported amounts in the consolidated financial
statements.

Management records an allowance for doubtful accounts
receivable, based on historical experience and expected trends, to
reduce accounts receivable to their net realizable value. Invento-
ries are stated at the lower of cost or market with cost determined
principally on the last-in, first-out (LIFQ) method. Management
records reductions to inventory cost for obsolete and discontin-
ued inventories based on historical experience and expected trends.
Property, plant and equipment is stated on the basis of cost and
depreciated principally on a straight-line method using industry
standards and historical experience to estimate useful lives.

Management’s business and technical judgement is used in
determining which intangible assets have indefinite lives and in
determining the useful lives of finite-lived intangible assets in
accordance with Statement of Financial Accounting Standards
(SFAS) No. 142, “Goodwill and Other Intangible Assets.” As
required by SFAS No. 142, management performed transitional
impairment testing during the first quarter of 2002 and annual
impairment testing of goodwill and indefinite-lived intangible
assets during the fourth quarter of 2002. See Note 2, pages 43
through 43 of this report, for a discussion of the reductions in
carrying value recorded during 2002. Fair values of goodwill and
indefinite-lived intangible assets were estimated by management
using a discounted cash flow valuation model, incorporating dis-
count rates commensurate with the risks involved for each
reporting unit. Growth models were developed using both indus-
try and company historical results and forecasts.

In accordance with SFAS No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets,” whenever events
or changes in circumstances indicate that the carrying value of an

asset or asset group may not be recoverable or the useful life has
changed, impairment tests are performed. Undiscounted future
cash flows are used to calculate the fair value of long-lived assets
to determine if such assets are impaired. Where impairment is
identified, management determines fair values for assets using a
discounted cash flow valuation model, incorporating discount
rates commensurate with the risks involved for each group of
assets. Growth models are developed using both industry and
company historical results and forecasts. See Note 2, page 44 of
this report, concerning the reduction in carrying value of long-
lived assets of a foreign subsidiary in accordance with SFAS
No. 144.

To determine the Company’s ultimate obligation under its
defined benefit pension plans and other postretirement benefit
plans, management must estimate the future cost of benefits and
attribute that cost to the time period during which each covered
employee works. To record the related net assets and obligations
of such benefit plans, management uses assumptions related to
inflation, investment returns, mortality, employee turnover, rate
of compensation increases, medical costs and discount rates. Man-
agement, along with third-party actuaries, reviews all of these
assumptions on an ongoing basis to ensure that the most rea-
sonable information available is being considered. For 2003
expense recognition, the Company will use a discount rate of 6.55
percent, an expected rate of return on plan assets of 8.00 percent
and a rate of compensation increase of 4,00 percent. Use of these
assumptions will result in a higher calculated pension expense.
See Note §, pages 47 and 48 of this report, for information con-
cerning the Company’s defined benefit pension plans and
postretirement benefits.

The Company is self-insured for certain liabilities, primarily
worker’s compensation claims, employee benefits, and automo-
bile, property and general liability claims. Claims filed but
unsettled and estimated claims incurred but not reported are
accrued based upon management’s estimates of the aggregate lia-
bility for claims incurred using historical experience and actuarial
assumptions followed in the insurance industry.

The Company is involved with environmental compliance,
investigation and remediation activities at some of its current and
former sites and at a number of third-party sites. The Company
accrues for environmental remediation-related activities for which
commitments or clean-up plans have been developed and for
which costs can be reasonably estimated based on industry stan-
dards and historical experience. All accrued amounts are recorded
on an undiscounted basis. Accrued environmental remediation-
related expenses include direct costs of remediation and indirect
costs related to the remediation effort, such as compensation and
benefits for employees directly involved in the remediation activ-
ities and fees paid to outside engineering, consulting and law firms.
See Note 7, on page 50 of this report, for information concern-
ing the accrual for extended environmental-related activities.




MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Management is continually re-evaluating the Company’s oper-
ating facilities against its long-term strategic goals. Through
December 31, 2002, at the time of commitment to a formal shut-
down plan of an operating facility, provisions were made for all
estimated qualified'exit costs in accordance with Emerging Issues
Task Force (EITF) 94-3, “Liability Recognition for Certain
Employee Termination Benefits and Other Costs to Exit an Activ-
ity,” and other related accounting gnidance. For all exit or disposal
activities initiated subsequent to December 31, 2002, SFAS No.
146, “Accounting for Costs from Exit or Disposal Activities” is
effective and will be adopted by the Company for all subsequent
exit or disposal activities, SFAS No. 146 requires, among other
things, that a liability for costs associated with an exit or dispos-
al activity be recognized when the liability is incurred rather than
at the time of commitment to a formal shutdown plan. Estimates
of such costs are determined by contractual agreement or esti-
mated by management based on historical experience. At the time
of the announcement of closure, property, plant and equipment
and other long-lived assets are tested for impairment in accor-
dance with SFAS No. 144 due to the change in circumstances as
indicated by the pending exit or disposal. If an impairment is
determined to exist, the carrying vaiue of the long-lived assets is
reduced to fair value estimated by management using a cash flow
valuation model, incorporating discount rates commensurate with
the risks involved for each group of assets. None of the Compa-
ny’s operating facilities were identified for possible closure during
2002. See Note 4, pages 46 and 47 of this report, for remaining
accrued costs of sites closed in prior years.

FINANCIAL CONDITION - 2002

The Company’s financial condition continued to improve in
2002. The Company ended the year with $164.0 million in cash
and cash equivalents — an increase of $45.2 million over the end
of 2001. The Company’s current ratio increased to 1.39 at Decem-
ber 31, 2002 from 1.32 at the end of 2001. Total debt declined
10 $521.7 million at December 31, 2002 from $615.4 million at
the end of last year. Total debt as a percentage of total capital-
ization improved to 28.0 percent from 29.3 percent at the end of
2001 in spite of the decrease in total capitalization resulting from
the $183.1 million charge for the cumulative effect of change in
accounting principle in 2002. For the second year in a row, the
Company’s net operating cash flow exceeded $550 million aided
by improved profitability and stringent working capital control.
Net operating cash flow for 2002 was $558.9 million compared
to $561.6 million in 2001. The decrease of $2.7 million in net
operating cash is related primarily to a reduction in cash gener-
ated by the change in working capital accounts. As shown in the
Statements of Consolidated Cash Flows, on page 39 of this report,
the change in working capital accounts generated cash of $84.4
million in 2002 compared to $192.4 million of cash generated in
2001. The continued generation of cash through working capi-

tal reduction occurred as a result of a continued focus by man-
agement on improving collections of accounts receivable,
accelerating inventory turnover and properly matching accounts
payable with revenue for related merchandise. Partially offsetting
the working capital cash generation in 2001 was an unusual tax-
related payment of $65.7 million made to the U.S. Internal
Revenue Service to stop interest accruing on a contested tax issue.
Net operating cash flow activities during 2002 provided the funds
necessary to support the investment of $126.5 million in long-
term assets, debt reductions of $95.3 million, treasury stock
purchases of $190.3 million, cash dividend payments of $91.0
million, and acquisitions of $26.6 million. The Company’s Con-
solidated Balance Sheets and Statements of Consolidated Cash
Flows, on pages 38 and 39 of this report, provide more detailed
financial information concerning the Company’s financial posi-
tion and cash flows.

Management considers, and often utilizes, a measurement of
cash flow that is not in accordance with accounting principles
generally accepted in the United States to be a useful tool in deter-
mining the discretionary amount of the Company’s net operating
cash. Management reduces net operating cash, as shown in the
Statements of Consolidated Cash Flows, by the amount expend-
ed for capital expenditures and the payment of cash dividends.
The resulting value is referred to by management as “Free Cash
Flow” which may not be comparable to values considered by
other entities using the same terminology. The reader is cautioned
that the following value should not be compared to other entities
unknowingly. The amount shown below should not be consid-
ered an alternative to net operating cash or other cash flow
amounts in accordance with accounting principles generally
accepted in the United States disclosed in the Statements of Con-
s