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AT A GLANCE

PPG Industries’ vision is to continue to be the world's leading coatings and specialty products company.

The company serves customers in industrial, fransportation, consumer products, and construction markets

ond aftermarkets. With headquarters in Pitisburgh, Pa., PPG has more than 150 manufacturing facilities

and equity offiliates and operates in more than &0 countries around the globe.

2007 SEGMENT NET SALES

PERFORMANCE COATINGS 34%
INDUSTRIAL COATINGS 33%

OPTICAL AND SPECIALTY MATERIALS 9%
COMMODITY CHEMICALS 14%

GLASS 10%
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PERFORMANCE
COATINGS

AEROSPACE. leading supplier of sealants, coatings, maintenance chemicals, ransparent
armor, fransparencies and apglication sysiems, serving original equipment manufocturers and
maintenance providers for the commercial, military, regional jet and general aviation industries.

ARCHITECTURAL COATINGS. Produces Fitishurgh, Olympic, Porter and other bronds of
residentic| and commercial paints, and PPG HPC {High Perfarmance Coatings).

AUTOMOTIVE REFINISH. Produces ard markets a full line of coatings products and related
services for automativa and fleet repoir and refurbishing, light industrial coctings and specially
coalings for signs. Also manages Certifiedfirst, PPG's premier collisionshop allionce,

INDUSTRIAL
COATINGS

AUTOMOTVE COATINGS. Global supplier of automotive coatings and services to auto and
light truck manufacturers. Products include electrocoats, primer surfacers, base coats, clearcoots,
bedliner, prefreatment chemicals, adhesives and sealants.

INDUSTRIAL COATINGS. Produces coatings for appliances, agricultural and construction
equipment, consumer products, electronics, heavyduly trucks, automotive parts, residential and
commercial construction, woed floering, kiichen cabinets and ether finished products,

PACKAGING COATINGS. Global supplier of coatings, inks, compounds, pretreciment chemicals
and lubricants for metal, gless and plastic containers for the beverage, food, general line ond
specially packaging industries.

OPTICAL AND
SPECIALTY
MATERIALS

OPTICAL PRCDUCTS. Produces optical menomers, including CR-39 and Trivex lens materials,
pholachromic dyes, Transitions photochremic ophthalmic plastic lenses and polarized film.

SIICAS. Froduces amorphous precipitaled silicas for tire, battery separator and other end-use
applications and Tesfin synthefic printing sheel used in applications such as rdio frequency
identification (RFID) tags and labels, e-passports, driver’s licenses and identification cards.

COMMOoDITY
CHEMICALS

CHLOR-ALKAL AND DERIVATIVES. Producer of chlorine, caustic sode and related chermicals for
use in chemical menufacturing, pulp and poper production, waler freatment, plastics production,
agriculiural products and many other epplications.

GLASS

FIBER GLASS. Maker of fiber glass yom for use in electronics, especially printed circuit beards,
and speacialty materials. Also maker of fiber glass chopped strands, rovings and mat products
used as reinforcing agents in Ihermoset and thermoplastic composite applications.

PERFORMANCE GLAZINGS. Produces glass that is fobricated into products primarily for
commercial consiruction and residential markets, as well as the applionze, miror ond
fransportation industrias.

New RepORTING
SEGMENT For 2008

ARCHITECTURAL COATINGS EMEA [Europe, Middle East and Alrical. Producer of Sigma,
Seigneurie, Johnstone’s and other brands of residential and commercial paints for Europe,
the Middle East, Africa and French Overseas.

New Business Untr Wirtin
Perrormance CoATINGS
SEGMENT FOR 2008

PROTECTIVE AND MARINE COATINGS. leading global supplier of comosion-resisiant,
oppearance-enhancing coatings for ihe marine, infrastructure, chemical processing, oil and ges,
and power industries.

NOTE: PPG's Automative OFEM Glass and Auvtomative Replacement Glass and Services businesses are
ossets held for sole o3 of December 31, 2007, and their results of operction and cosh flows are now
presented as discontinued operations.




2007 FINANCIAL HIGHLICHTS

Average shares outstanding and all dollar amounts except per share data are in millions.
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For the Year 2007 Change 2006 ,__:_r-
[ L®

Net sales § 11,206 14% §  9.86] —
1 P

Net income® $ 834 17 % g 711 . :’_‘C
f T

Earnings per share*: $ 503 18% § 427 -

Dividends per share $ 204 7% $ 191

Return on average capital 164 % L% 16.6 %

Operating cash flow $ 996 11 % $ LIS

Capital spending — including acquisitions $ 584 21 % $ 738

Research and development $ 354 10 % g 321

Average shares outstanding: 165.9 0% 166.5

Average number of employees 34,900 8% 32,200

At Year End

Working capital $ 2,475 21% $ 2,039

Shareholders” equity $ 4,151 7% $ 3,280

Shareholders (at January 31, 2008 and 2007) 21,644 4% 22,571

*Includes in 2007 altertax charges of $49 million, or 2g cents per share, representing a fine chemicals divestiture charge, an automotive glass ard services
divestitire charge, the net increase in the value of the company’s abligations under its usbestos settlement agreement, and acquisition-related costs. Includes
in 2006 aftertax charges totaling $147z million, or $1.03 per share, for cerlain estimated enviromnental remediation costs, legal setilements, business
restructuring, the net inerease in the valiie of the company’s obligations under its ashestos scttlement agreement, and aftertax eamings of $24 million, or 14
cents pél‘ share, for instirance recoveries,

tAssumes dilution.
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Charles E. Bunch
Chairman and

Chief Executive OHicer

LETTER FROM
THE CHAIRMAN

QOver the course of 2007, PPG dramatically increased the pace of its transformation to a more
focused coatings, optical products and specialty products company.

In last year's annual report, [ stated that integrating the 12 acquisitions we made in 2006 would
be a critical priority for PPG in order to drive profitable growth in the coming year. I'm happy to
report that we were successful in leveraging these acquisitions, and as a result generated approximately
$750 million in additional sales and achieved high single-digit margins for these businesses.

In addition, PPG also achieved significant organic growth in 2007. In fact, our organic growth last
vear was the highest it's been in three years. PPG’s broad global footprint and strong performance
in emerging regions, such as Asia, Latin America and Fastern Europe, contributed greatly to this
accomplishment, while our North American businesses performed admirably in the face of a
sluggish economy.

In the end, our ability to deliver on the commitments we made in 2006 enabled us to post strong
financial results in 2007, Qur sales grew 14 percent to $11.2 billion. Net earnings in 2007 were
$834 million, or $5.03 per share, as compared to net earnings in the previous vear of $71 1 million,
or $4.27 per share.

Of equal significance are the strategic steps PPG has taken recently to accelerate its transformation,

Clearly, the single most important move was the early 2008 acquisition of the SigmaKalon
Group. At more than $3 billion, this is the largest acquisition in PPG’s history. We expect the
addition of SigmaKalon will sharply increase our coatings sales by 40 percent in 2008 versus
2007, and will provide PPG with one of the broadest geographic reaches of any coatings company
in the world. In 2008, less than 50 percent of our sales will be in the United States and Canada,
down from 7 percent reported for 2006.

With the acquisition of SigmaKalon, PPG will add a sixth reporting segment to provide greater
transparency to our shareholders regarding the performance of our architectural coatings business
in Furope, the Middle East and Africa (EMEA). Also, we will be forming a new strategic business
unit for our Protective and Marine Coatings business under our Performance Coatings segment
in recognition of its growing importance to PPG’s portfolio.

Beyond the SigmaKalon transaction, PPG continued in 2007 to participate in the consolidation
of the global coatings industry. We made several solid strategic acquisitions that enhance our
reach and technological capabilities. As was the case with our 2006 acquisitions, once these are
fully integrated, we expect them to contribute well to our 2008 earnings.

We also sharpened our portfolio by selling our fine chemicals business to a subsidiary

of Zambon Company S.p.A., Milan, ltaly, divesting our interest in the AZDEL fiber glass
venture, and closing a fiber glass joint venture facility in Venezuela. In addition, we intend
to divest eur automotive glass and services businesses in 2008.

With all of these actions, we are successfully strengthening our portfolio and concentrating
on higher-growth specialty businesses.

As PPG enters its 125th year, we are encouraged by the spirit of our founders, who sought to
create value by offering innovation and specialty products to their custorners. By accelerating
our transformation, we at PPG believe that we're entering our next 125 years by continuing
to create value for our shareholders through growth, leadership and innovation,

Cllmce

Charles E. Bunch

Chairman and Chief Executive Officer




Global Footprint Drives Growth and Success

In 2007, PPG accelerated its transformation to a more focused coatings and
specialty products company. By orchestrating several key programs aimed at
driving profitable growth across the company, PPG’s financial results provide

tangible evidence of the success of these initiatives.

Pratective and Marine Coatings Fiber Glass

Costco and PPC Keep Focused on Growing Market

ART SALAS, VICE PRESIDENT, OPTICAL PRODUCTS FOR COSTCO, SEATTLE, WASH.,
RELIES ON TRANSITIONS LENSES TO PROVIDE MEMBERS WITH COMFORTABLE VISION,
HELP PROTECT THEIR EYES FROM HARMFUL ULTRAVIOLET (UV) LIGHT AND PROVIDE

AN OUTSTANDING VALUE.

Sales of automotive refinish products in Mexico have grown dramatically during the last
three years, in part due to the efforts of Fubian Telesca, Refinish Marketing & Sales Director
for PPG. Telesca was also instrumental in opening PPC’s first company store and warehouse

operation in Mexico, and in launching the Nexa Autocolor brand there and in Central America.
1
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Driving profitable  PPG’s strategies to drive profitable growth resulted in the best organic sales growth in three years.
organic growth . £/ ther evidence of success, all of the company's reporting segments posted sales growth over
the prior year despite challenging conditions in developed economies. This was achieved either

by leveraging sector growth or through above-average performance in these end-markets.

Rapid growthin  Much of PPG’s growth has been spurred by activities in emerging regions. PPG sales in Asia, Latin
emerging regions  Ainerica and Eastern Europe each increased by at least 40 percent this year. Combined sales in these
three areas of the world now account for approximately 20 percent of PPG's total. Looking ahead,
the company expects these regions will continue to exceed global growth rates and provide PPG

with significant opportunities to grow sales and expand its already prominent global presence.

Automative Coatings Performance Glozings industrial Coatings

9
NS
b
o0
)
ey
=
Ea
)
9
=
.
-
-
O
o=
O

PPG and Chery Set a Fast Pace in China

YIN TONGYAQ, CHIEF EXECUTIVE OFFICER OF CHERY AUTOMOBILE, THE LARGEST INDEPENDENT CHINESE
AUTOMAXER AND ONE OF THE FASTEST-GROWING AUTOMAKERS IN THE WORLD, IS COUNTING ON PPG
TO MAKE CHERY’S PRODUCTION MORE EFFICIENT. PPG IS BUILDING A COATINGS FACILITY NEAR CHERY'S

WUHU LOCATION CAPABLE OF COATING MORE THAN ONE MILUON VEHICLES A YEAR.

Investment in Asia For example, PPG is continuing to invest in new facilities in China. A new operation in Suzhou
provides aircraft cockpit window overhaul and repair capabilities to meet increasing demand in the
wortld's fastest-growing aviation market. lu southern China, PPG opened an athletic footwear coatings
application center to showease its unique specialty coatings for flexible materials. And in Wuhu, in the
Anhui Province, PPG is constructing a new automotive coatings manufacturing plant to serve Chinese
automaker Chery Autoimobile Co., Ltd.

4/5 ACCELERATING THE TRANSFORMATION




An integrated,
market-oriented
enterprise

PPC continues to drive profitable growth by presenting its product offerings in a market-oriented

mannér. For exanple, PPG’s outreach to the comnercial construction market for botly glass and

coatings products has enabled the company to double sales to this sector over the past four years,

By better utilizing distribution capabilities, PPG has grown sales in its PPG TrueFinish light industrial

coatings business at an annual average of 2o percent in four years. And in 2007, PPG doubled its

sales to the goverinent sector versus the prior year by establishing a focused marketing prograim.

GUttet

approximately 500 company-owned
stores, home centers, upproximote|y

almost threefourths of PPG’s sales

from its continuing operations will now

m Dramatically Expands Global Coatings Business 2
X

fiéﬁ%ss in 2007, PPG embarked on the largest strong ability to generote cash. §
\ acquisition in its history. Cn Jan. 2, 2008, PPG expects to add approximatel =

#. Selgneurie the company complefe):i the €2.2 billion $3 bi!li:n in sales in 2p(;)08 as a r:sult aa
m {US$3.2 billion) acquisition of SigmaKalon  of the acquisition. Besides strong brands, =
Group, a worldwide coatings producer SigmoKalon brings a complementary e

based in Uithoorn, Netherlands. presence with minimal overlap in PPG's U
end-markets. The acquisition will provide rd

Ley'and. SigmaKalon produces architectural, scale advantages in manufacturing and ~
PPTTT— profective, marine and industrial coatings. the procurement of raw materials. pd

It sefls its products through @ combination E
ot a network of service centfers, With the acquisition of SigmaKalon, I.:‘:..I

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

. 3,000 independent wholesalers and

FAINTS

come from coatings, over 80 percent
directly to customers. will come from its coatings, opfical and
specialty products businesses, and more
than 50 percent will come from outside

the United States.

. The acquisition of SigmaKalon establishes
LIPRIMALEX" significant improvement in PPG's olready

trilak

Architectural Coatings Business Broc'ldem in Australia, New Zealand
and South America

Of PPG’s seven acquisitions in 2007, two significantly extended |
PPG's architectural coafings business outside of North Americo. .
In Yonuary 2007, PPG ocquired the architectural and indusirial
coatings businesses of Renner Sayerack, SA., Grovatni, Bruzit,
with manufacturing plants in Gravatai; Santiogo, Chile; and
Montevides, Uruguay. The businesses sell through a broad mix

In July of lost year, PPG acquired Borloworld Coatings Austialia,

an architectural paint unit of South African-based Barloworld, Lid,
Producers of Foubrmons, Bristal and White Knight brands, the business
distributes prodedts thiough company-owned stoses, o network of
sole-brand distributors and numerous independent dealers. In addition,
its products are sold through Bunnings, Australia’s Jargest home-

of channels including independent decters, construction moterial improvement retailer, gnd exported to New Zeolond. With this

suppliers, brond ficensaes and home improvement resailers. acquisition, PPG become the largest coatings supplier in Austrolia,

It 2006, Ray Shekhumia was an employee of Ameron’s coatings business when if was acquired by PPG,
and was based in New Zealand. Now, as Manager, Coil Coatings, PPC New Zealand, Ray is leading
a team of researchers that is developing u rangé of highly durable waterborme coil coatings that reduce

environmental impact and help customers reduce greenhouse gas emissions.
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Reducing operating
costs while reducing
carbon footprint

Agrospace

Packaging Coatings

PPG’s leadership position has been maintained by focusing on developing leading-cdge technologies,

achieving the highest quality standards and exceeding customer requircments,

[ 2007, PPG made capital investrents in major projects that save energy, save money and reduce
the environmental impact of the company’s operations. At PPG's Performance Glazings plant in
Wichita Falls, Texas, new oxygen-fuel technology on #1 furnace will reduce naturat gas use by 20
percent and significantly cut greenhouse gas emissions while maintaining the highest levels of quality
and productivity. The company also installed new regenerative thermal oxidizers at its Springdale, Pa.,
industrial coatings and R&D facilities. These units reduce natural gas consumption at the facility by
more than so percent, while continuing to achieve a minimuin gs-percent destruction efficiency for

volatile organic compound (VOC) emissions.

Commodity Chemicals

S7 Airlines Sears With PPG Coatings and Transparencies

SERGEY KHROMOV, DIRECTOR, FOREIGN FLEET, MAINTENANCE AND ENGINEERING

AT 57 AIRLINES OF RUSSIA SELECTED BOTH PPG COATINGS AND PPG TRANSPARENCIES

FOR ITS NEW FLEET OF 29 AIRPLANES.

Investing for renewal

Meeling growing
demand

In 2007, PPC completed the installation of new membrane cell technology at its Lake Charles, La.,

chlor-alkali facility, The new unit eliminates the use of mercury and uscs about 25 pereent less electricity.

"To better sewve the expanding network of national accounts, PPG company-owned stores and
independent dealers in 12 western states, PPG is building a new architectural coatings facility in
McCarran, Nev,, near Reno. At full capacity, it will manufacture more than 15 million gallons
of water-based latex paint per year. To meet growing demand for Tesfin synthetic printing shecet
used in radio frequency identification (RFID) tags and labels, e-passports, driver's licenses and

identification cards, PPG is constructing a third production line at its Barberton, Oliio, facility.




Energy security and
climate change

Helping architects
consiruct “gresaner”

Innovation has been a hallmark of PPG's success for 125 years ... from industry-changing optical
products to award-winning coatings technologics. Today, innovation drives the company to achieve

its vision as the world’s leading coatings and specialty products company.
[

In 2007, PPC continued to develop and implement comprehensive energy security and climate change
strategies that also make good business sense. In addition to implementing innovative techniques to
reduce its environmental impact and operating costs, PPG is responding to the marked increase in the

demand for energy-efficient, environmentally-responsible products with a variety of innovations.

PPG low- and no-VOC paints and coatings sold under the Pitisburgh Paints Pure Performance brand

improve indoor air quality and minimize odor while painting. Duranar SPF roof coatings for homes

buildings and buildings reflect heat, cut cooling costs and extend roof life. Solarban 70XL solar control glass
blocks approximately 75 percent of the sun’s solar heat energy and enables architects to specify smaller
cooling systems, reducing construction, energy consumption and equipment costs.
Automative Refinish Silicas Aschitectural Coatings

Capitalizing on Societal Trends
PPG focuses its reseasch ond development efforts o four trends that represent hotheds of opportunity for its products and technology,

Energy Sequrity
Sofarphire PV glass from PPG allows more light fransmission and Composite ponels that contnin PPG fiber glass provide strong,
remains stoble to UV light, making it more efficient for long-term porfable barriers tht resist penetration of munitions and blast

use in the solarenergy industry, in opplicafions such os photovohiaic  frogments and belp pratest LS. soldiers stafioned in lrag.
modules and concentrating mirrars for thermaksolar plants,

Environment

New Zircobond pretrentment technology from PPG provides corrosion  Generation Vi lenses from Transitions Optical, Inc., get darker in
protection 1o outomobile chassis and generates 80 percent less moderate temperatures, fade back to cleas faster than previous

process byproducts than previous coafings.

Comtort and Leisure

generations and provide UV protection,

Financing a €2.2 billion acquisition during a "credit erunch” is no small feat ... unless you're Kim Edvardsson,
PPC's Assistant Treasurer. Kim led a team of employees that worked tirelessly to secure the resources

PPG required for its aggressive acquisition program.




Governance and Management
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BOARD OF DIRECTORS (PICTURED ABOVE}
Standing, left fo right

Robert Mehrabian, 46, is chairman of the board,
peesident ond CEQ of Teledyne Technologies, Inc. He
has been a PPG director since 19924

Michele J. Hooper, 56, is managing pormer of

The Directors’ Council. She bas been a PPG director
sike 1995,

Martin H. Richenhagen, 55, is chairman, president
and CE0 of AGCO Corp. He has been o PPG director
since 2007+

Jummes G. Berges, 40, is a partner with Clayion,
{iubilier & Rice and refired prosident of Emerson Electric
Co. Ha hes been o PPG director since 2000.!

Thomas J. Usher, 65, is chaiman of the boord for
Marathon 08 Com. He hos been o PPG director sirke
1996,V

Charles E Bunch, 58, is chairmen of the boerd ond
(EQ of PPG Industries. He has been o PPG director
sinca 2002.

Hugh Grant, 49, is chairman of the boeed, president
ond CEQ of Monsanto Co. He hes been o director of PPG
sinca 2005+

Seated, Jft to right
David R. Whitwam, 64, is retired chairman of

the board and CEO of Whiripao! Corp, He hes been
a director of PPG since 1991.%*

Rebert Ripp, 66, is choiman of Lightpath Technologies
ond former chairman ond CEQ of AMP Inc. He hos been o
director of PPG since 2003.4

Victoria . Heynes, &0, is president and CEQ of RTI
Intemational, She has been o PPG director since 2003%*

1) Audit Comamittee

) Norninating ond Govermonce Commitiee
3) Officers-Directors Compensirion Comumittes
4) Tachnology and Envirenment Committee

OPERATING COMMITTEE {PICTURED ABOVE)

Stoeding, et 1o ight Richard . Elias
1. Rich Alexonder Vice President
S1. Vice President Optical Products
Coatings Kevin F. Sullivan
David B. Navikes St. Vico Prosidnt
Yice President ond Chemicals
Controfr Aziz §. Gigo
Charles W. Wise Vic Prgskiem _
Vice President Strategic Planning
Humean Resources ond Tregsurer
Maurice ¥, Peconi ¥ictario M. Holt
Vice President St. Vice President
Comorate Development Glass ond Fiber Gloss
tnd Senices Seatd, Jft o ight
Ee&:’%ﬁegf Leener James A, Trainham
. Vice President
Auchitectrol (oatngs EHEA Science ond Technology

* Member of Executive Committee

OTHER OFFICERS
Kathleen A. McGuire Wesner Buer Jomes ¥, Latch Reginald Norton Scott B. Sinetar
Vice: President Vice President Vice President Vice President Vice President
Purchosing and Distribetion Information Technology Automotive Replacement Emvironment, Health Auchitectueal Coatings
Williom H. Hernandez” Kichard A. Beuke Gless and Services and Safety Juseph D. Stas
S, Vice President Vica President Themas $. Mauck Mark J. Orcutt Vice President
Finonce, and Geawth Intiatives Vice President Yico President Autormotive OEM Gloss
Chief Finoncic] Offices Glenn E. Bost Il Protectivs ond Marine Cootings  Performance Glozings Jorge A, Steyenhul
Chartes E. Sunch” Vice President and Michael H. McGarry John R. Gutcal Yico President
Chairman ond fssociote General Counsel Vice President Vice President Coatings, ond Manoging
Chief Executive Officer Bary N. Gilespie (octings, ond Autometive Finishes/Americos  Director, Lotin America
William A Wulksohn Vice President Masaging Girecior, PG Euope  1ymne D, Schmich Mare P Talman
. Vice President Aesospoce Products Yincent J. Morales Vice Prosident Vice President
{oatings Chorles F. Kahlz I Vice Presidem_ Gaverment nnd_ Packoging Cotings
James €. Diggs" Vica President fnvestos Relations Cormunity Afais Donna Lee Walker
St. Vice President Coofings £ & D David P. Morris Viktor R. Sekmakas Vice President
General Counsel ond Secreinty  papnis A Kovakky Vice President Vice President Tax Administration

Vice President Aerospace (OGTII!JS (Mﬂ)gs, I!II'I']

AsiorPocific




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549
|

| FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December jl, 2007 Commission Fite Number 1-1687

PPG INDUSTRIES, INC.

{Exact name of registrant as specified in its charter)

Pennsylvania 25-0730780
(State or other jurisdiction of (L.R.S. Employer
incorporation or organization) Identification No.)
One PPG Place, Pittsburgh, Pennsylvania 15272
(Address of principal executive offices) (Zip code)
Registrant’s telephone number, including area code: 412-434-3131

8EC
Mal! Proeese!ng

Section
Name of each exchange on

Title of each class which registered HAR I U ?C 08

Securities Registered Pursuant to Section 12(b) of the Act:

Common Stock — Par Value $1.66%5 New York Stock Exchange
Philadelphia Stock Exchange -
Preferred Share Purchase Rights New York Stock Exchange Washington, DG
Philadelphia Stock Exchange 100

Securities Registered Pursuant to Section 12(g) of the Act: None

Indicate by check mark if the Registrant is a well-known seasoned issuer as defined in Rule 405 of the Securities
Act. YES[X NO [

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. YES [[] NO

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d} of the
Securities Exchange Act of 1934 during the preceding 12 months, and (2) has been subject to such filing requirements
for the past 90 days. YES NO []

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein,
and will not be contained, to the best of Registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part 111 of this Form 10-K or any amendment to this Form 10-K. []

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a
smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer Il

Non-accelerated filer i Smaller reporting company [_]
(Do not check if a smaller
reporting company)

Indicate by check mark whether the Registrant is a shell company (as defined by Rule 12b-2 of the
Act). YES [] NO '
The aggregate market value of comrjnon stock held by non-affiliates as of June 30, 2007, was $12,467 million.

As of January 31, 2008, 163,821,954 shares of the Registrant's common stock, with a par value of $1.66 %3 per share, were
outstanding. As of that date, the aggregate market value of common stock held by non-affiliates was $10,692 million.
DOCUMENTS INCORPORATED BY REFERENCE

Incorporated By
Document Reference In Part No.

Portions of PPG Industries, Inc. Pro'xy Statement for its 2008
Annual Meeting of Shareholders . ... ... .. . L 111

2007 PPG ANNUAL REPORT AND FORM 10-K
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PPG INDUSTRIES, INC.
AND CONSOLIDATED SUBSIDIARIES

As used in this report, the terms “PPG,

n o« »

Company,” “Registrant,” “we,” “us” and “our” refer to PPG Industries, Inc. and

its subsidiaries, taken as a whole, unless the context indicates otherwise.
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shall constitute incorporation by reference only of that specific information and data into this Form 10-K.
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Part 1
Item 1. Business

PPG Industries, Inc., incorporated in Pennsylvania in
1883, is comprised of five reportable business segments:
Performance Coatings, Industrial Coatings, Optical and
Specialty Materials, Commodity Chemicals and Glass.
Each of the business segments in which PPG is engaged is
highly competitive. However, the diversification of
product lines and worldwide markets served tend 1o
minimize the impact on PPG’s total sales and earnings
from changes in demand for a particular product line or
in a particular geographic area. Refer to Note 24,
“Reportable Business Segment Information™ under Item 8
of this Form 10-K for financial information relating to our
reportable business segments and Note 2, “Acquisitions”
under Item 8 for information regarding acquisition
activity.

Performance Coatings and Industrial Coatings

PPG is a major global supplier of protective and
decorative coatings. The Performance Coatings and
Industrial Coatings reportable segments supply protective
and decorative finishes for customers in a wide array of
end use markets including industrial equipment,
appliances and packaging; factory-finished aluminum
extrusions and steel and aluminum coils; marine and
aircraft equipment; automotive original equipment; and
other industrial and consumer products. In addition to
supplying finishes to the automotive original equipment
market, PPG supplies automotive refinishes to the
aftermarket. The coatings industry is highly competitive
and consists of a few large firms with global presence and
many smaller firms serving local or regional markets. PPG
competes in its primary markets with the world’s largest
coatings companies, most of which have global
operations, and many smaller regional coatings
companies. The major global competitors of our
Performance Coatings reportable segment are Akzo Nobel
NV, BASF Corporation, the DuPont Company and the
Sherwin-Williams Company. The major global
competitors of our Industrial Coatings reportable segment
are Akzo Nobel NV, BASF Corporation, the DuPont
Company and Valspar Corp. Product development,
innovation, quality and technical and customer service
have been stressed by PPG and have been significant
factors in developing an important supplier position by
PPG’s coatings businesses comprising the Performance
Coatings and Industrial Coatings reportable segments.

The Performance Coatings reportable segment is
comprised of the refinish, aerospace and architectural
coatings businesses. The refinish coatings business
produces coatings products for automotive/fleet repair
and refurbishing, light industrial coatings for a wide array
of markets and specialiy coatings for signs. These
products are sold primarily through distributors. The
aerospace coatings business supplies sealants, coatings,
paint strippers, lechnical cleaners, transparent armor and

transparencies for commercial, military, regional jet and
general aviation aircraft. We supply products to aircraft
manufacturers, maintenance and aftermarket customers
around the world both on a direct basis and through a
company-owned distribution network. Product
performance, technology, quality, distribution and
technical and customer service are major competitive
factors in these coatings businesses. The architectural
coatings business primarily produces coatings used by
painting and maintenance contractors and by consutners
for decoration and maintenance. We also supply coatings
and finishes for the protection of metals and structures to
metal fabricators, heavy duty maintenance contractors
and manufacturers of ships, bridges, rail cars and shipping
containers. Beginning in 2008, after the completion of the
SigmaKalon acquisition, these products will be reported
in a new protective and marine coatings operating
segment that will be a part of the Performance Coatings
reportable business segment. Performance Coatings
products are sold through a combination of company-
owned stores, home centers, paint dealers, independent
distributors, and directly to customers. Price, product
performance, quality, distribution and brand recognition
are key competitive factors for the architectural coatings
business. The architectural coatings business operates
approximately 440 company-owned stores in North
America and approximately 80 company-owned siores in
Australia resulting from the acquisition in 2007 of
Bartoworld Coatings Australia.

The Industrial Coatings reportable segment is
comprised of the automotive, industrial and packaging
coatings businesses. The industrial and automotive coatings
businesses sell directly to a variety of manufacturing
companies. Industrial, automotive and packaging coatings
are formulated specifically for the customers’ needs and
application methods. PPG also supplies adhesives and
sealants for the automotive industry and metal
pretreatments and related chemicals for industrial and
automotive applications. The packaging coatings business
supplies coatings and inks lor agrosol, food and beverage
containers for consumer producis to the manufacturers of
those containers. Product performance, technolegy,
quality, and technical and customer service are major
competitive factors in these coatings businesses.

The Performance Coatings and Industrial Coatings
reportable segments operate producticn facilities around
the wortld. These facilities are usually shared and produce
products sold by several businesses of the Industrial
Coatings and Performance Coatings reportable segments.
North American production facilities consist of 28 plants in
the United States, two in Canada and one in Mexico. The
three largest facilities in the United States are the Delaware,
Ohio, plant, which primarily produces automotive
refinishes; the Oak Creek, Wis., plant, which primarily
produces industrial coatings; and the Cleveland, Ohio,
plant, which primarily produces automotive original
coatings. Qutside North America, PPG operates five plants
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in ltaly, three plants each in Australia, Brazil, China,
Germany and Spain, two plants each in England, France,
South Korea and the Netherlands, and one plant each in
Argentina, Chile, Malaysia, New Zealand, Singapore,
Taiwan, Thailand, Turkey and Uruguay. We also have an
alliance with Kansai Paint. The venture, known as PPG
Kansai Automotive Finishes, is owned 60% by PPG and
40% by Kansai Paint, The focus of the venture is Japanese-
based automotive original equipment manufacturers in
North America and Europe. In addition, PPG and Kansai
Paint are developing technology jointly, potentially
benefiting. customers worldwide. PPG owns equity interests
in coatings operations in Canada, India and Japan.
Additionally, the automotive coatings business operates
five service centers in the United States, two in Poland, and
one each in ltaly, Mexico, and Portugal to provide just-in-
time delivery and service to selected automotive assembly
plants. Filteen training centers each in Europe and the
United States, 11 in Asia, three in South America, two in
Canada, and one in Mexico are in operation. These centers
provide training for automotive aftermarket refinish
customers. The aerospace business operates a global
network of application support centers strategically located
close to our customers around the world that provide
technical support and just-in-time delivery of customized
solutions to improve customer efficiency and productivity.
Also, several automotive original coatings application
centers are in operation throughout the world that provide
testing facilities for customer paint processes and new
products. The average number of persons employed by the
Industrial Coatings reportable business segment during
2007 was 8,400. The average number of persons employed
by the Performance Coatings reportable business segment
during 2007 was 10,800.

SigmaKalon

On January 2, 2008, PPG completed the acquisition of
SigmaKalon Group (“SigmaKalon”), a worldwide coatings
preducer based in Uithoorn, Netherlands. The results of
operations of SigmaKalon will be included in PPG’s
consolidated financial statements from the acquisition date
onward. SigmaKalon produces architectural, protective,
marine and industrial coatings. The protective, marine and
industrial coatings businesses of SigmaKalon will be
managed as part of PPG's existing coatings businesses. The
SigmaKalon architectural coatings business in Europe, the
Middle East and Africa will be reported in 2008 as a new
separate reportable business segment known as
Architectural Coatings—-EMEA, This business represents
about 75% of SigmaKalon’s historical sales.

SigmaKalon's architectural production facilities
consist of four plants in the Netherlands, three plants in
France, two plants each in China and the United
Kingdom, and one plant each in Cameroon, Czech
Republic, Egypt, French Guadeloupe, French Guyana,
French Martinique, French New Caledonia, French
Reunion Island, Gabon, Hungary, Ivory Coast, Poland,
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Senegal, Slovakia, South Africa, Spain, Suriname and the
Ukraine. The industrial coatings business of SigmaKalon
operates one facility each in Germany, the Netherlands,
Poland, and Switzerland. The protective and marine
coatings business of SigmaKalon operates one facility each
in Belgium, China, Indonesia, Korea, and Malaysia.
SigmaKalon sells coatings through a combination of
approximately 300 company-owned stores, home centers,
paint dealers, independent distributors, and directly to
customers. The average number of persons employed by
SigmaKalon in 2007 was 11,000.

Optical and Specialty Materials ’
PPG's Optical and Specialty Materials reportable segment
is comprised of the optical products and silica businesses.
The primary Optical and Specialty Materials products are
Transitions® lenses, sunlenses, optical materials and
polarized film; amorphous precipitated silicas for tire,
battery separator, and other end-use markets; and Teslin®
synthetic printing sheet used in such applications as
waterproof labels, e-passports, drivers’ licenses and
identification cards. Transitions® lenses are processed and
distributed by PPG’s 51%-owned joint venture with
Essilor International. In the Optical and Specialty
Materials businesses, product quality and performance
and technical service are the most critical competitive
factors. The Optical and Specialty Materials businesses
operate four plants in the United States and one in
Mexico. Qutside North America, these businesses operate
three plants in Thailand and one plant each in Brazil,
Ireland, Tialy, the Netherlands and the Philippines. The
average number of persons employed by the Optical and
Specialty Materials reportable business segment during
2007 was 3,700.

Historically, the Optical and Specialty Materials
reportable segment has included the fine chemicals
business. PPG sold the fine chemicals business in the
fourth quarter of 2007. As such, the results of operations
and cash flows of this business has been classified as
discontinued operations in the consolidated financial
statements under [tem 8 of this Form 10-K. Refer to Note
3, “Discontinued Operations and Assets Held for Sale”
under ltem 8 for further information.

Commodity Chemicals

PPG is a major producer and supplier of chemicals. The
Commodity Chemicals reportable segment produces
chlor-alkali and derivative products including chlorine,
caustic soda, vinyl chloride monomer, chlorinated
solvents, chlorinated benzenes, calcium hypochlorite,
ethylene dichloride and phosgene derivatives. Most of
these products are sold directly to manufacturing
companties in the chemical processing, rubber and
plastics, paper, minerals, metals, and water treatment
industries. PPG competes with five other major producers
of chlor-alkali products including The Dow Chemical
Company; Formosa Plastics Corporation, U.5.A_; Georgia
Gulf Corporation; Olin Corporation and Occidental




Chemical Corporation. Price, product availability,
product quality and customer service are the key
competitive factors. PPG’s chlor-alkali business operates
three production facilities in the United States and one
each in Canada and Taiwan. The two largest facilities are
located in Lake Charles, La., and Natrium, W. Va, PPG
also owns equity interests in operations in the United
States. The average number of persons employed by the
Commodity Chemicals reportable business segment
during 2007 was 2,100. '

Glass ,

PPG is a major producer of flat glass in North America
and a major global producer of continuous-strand fiber
glass. The Glass reportable business segment is comprised
of the performance glazings and fiber glass businesses.
PPG’s major markets are commercial and residential
construction and the wind energy, energy infrastructure,
transportation and electronics industries. Most glass
products are sold directly to manufacturing companies.
PPG manufactures flat glass by the float process and fiber
glass by the continuous-strand process.

The bases [or competition in the Glass businesses are
price, quality, technology and customer service. The
Company competes with four major producers of flat
glass including Asahi Glass Company, Cardinal Glass
Industries, Guardian Industries, and NSG Pilkington, and
five major producers of fiber glass throughout the world
including Owens Corning, Johns Manville Corporation,
CPIC Fiberglass, Jushi Group, and AGY. In the fiber glass
markets, there is increasing competition from other
producers operating in low labor cost countries.

PPG’s principal Glass production facilities are in
North America and Europe. Seven plants operate in the
United States, of which, four produce flat glass and three
produce fiber glass products. There is one plant in Canada
which produces flat glass. One plant each in England and
the Netherlands produces fiber glass. PPG owns equity
interests in fiber glass operations in China, Taiwan and
the United States. PPG also owns a majority interest in a
glass distribution company in Japan. There is one satellite
glass coating facility in the United States for flat glass
products, two satellite tempering and fabrication facilities
in the United States for flat glass products, and four
satellite distribution and fabrication branches in Canada.
The average number of persons employed by the Glass
reportable business segment during 2007 was 3,600.

Historically, the Glass reportab]e segment has
included the automotive OEM glass and automotive
replacement glass and services businesses, (“automotive
glass businesses™). Because of management’s intent to
divest of these businesses in 2008, the assets and
labilities of these businesses have been classified as held
for sale and the results of operations and cash flows of
these businesses have been classified as discontinued
operations in the consolidated financial statements under

Item 8 of this Form 10-K. Refer to Note 3, “Discontinued
Operations and Assets Held for Sale” under ltem 8 for
further information.

Raw Materials and Energy

The effective management of raw materials and energy is
important to PPG’s continued success. Our primary
energy cost is natural gas used in our Glass and
Commodity Chemicals businesses. In 2007, natural gas
costs declined slightly in the U.S. compared 10 2006
levels. The decline can be linked to a second consecutive
year of relatively low hurricane activity impacting upon
natural gas production in the Gulf of Mexico and record
high natural gas inventory levels in the fourth quarters of
2007 and 2006. In 2007, our coatings raw material costs
increased by approximately 1%, following an approximaie
3% rise in 2006. The combination of continued strong
global demand, particularly in Asia, and the rising cost of
crude oil resulted in upward pressure on material prices
as well as transportation costs. In addition, the growth of
global industrial production, particularly in China, and a
slowing in the rate at which our suppliers have added
production capacity in North America have resulted not
only in upward pressure on price but also have increased
the importance of managing our supply chain,

The Company’s most significant raw materials are
titanium dioxide and epoxy and other resins in the
Coatings businesses; lenses, photochromic dye, sand and
soda ash in the Optical and Specialty Materials businesses;
brine and ethylene in the Commodity Chemicals business;
and sand and soda ash in the Glass businesses. Energy i< a
significant production cost in the Commodity Chemicals
and Glass businesses. Most of the raw materials and
energy used in production are purchased {rom outside
sources, and the Company has made, and plans to
continue to make, supply arrangements to meet the
planned operating requirements for the future. Supply of
critical raw materials and energy is managed by
establishing contracts, multiple sources, and identifying
alternative materials or technology, whenever possible.
The Company has aggressive sourcing initiatives
underway o support its continuous efforts to find the
lowest total material costs. These initiatives include
reformulation of certain of our products using both
petroleum derived and bio-based materials as part of a
product renewal strategy. Another initiative is to qualify
multiple sources of supply, including supplies from Asia
and other lower cost regions of the world.

We are subject to existing and evolving standards
relating to the registration of chemicals that impact or
could potentially impact the availability and viability of
some of the raw materials we use in our production
processes. Our ongoing, global product stewardship
efforts are directed at maintaining our compliance with
these standards. In Decemnber 2006, the environment
ministers of the European Union (“EU"} member states
gave [inal approval to comprehensive chemical
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management legislation, known as “REACH"
(Registration, Evaluation, and Authorization of
Chemicals). REACH will apply to all chemical substances
manufactured or imported into the EU in quantities of
one metric ton or more annually and will require the
registration of approximately 30,000 chemical substances
with the European Chemicals Agency. The pre-
registration deadline for such chemicals is December 1,
2008. Subsequently, REACH will require the registration
and, in some cases, authorization of these chemicals over
an 11-year period, with the first registration deadline set
for December 1, 2010.

PPG is currently reviewing the implementation
guidance being developed by the European Chemicals
Agency. Activities underway include establishing a
dedicated organization within PPG to manage our
implementation of REACH, reviewing our raw materials
to identify substances potentially affected by REACH,
working with our suppliers to understand the future
availability and viability of the raw materials we use in
our production process and creating a REACH steering
committee consisting of high-level stakeholders to guide,
review and approve overall Company activities.

PPG anticipates that some current raw materials and
products may be subject to the REACH authorization
process and believes that PPG will be able to demonstrate
adequate risk management for the use and application of
the majority of such substances. PPG anticipates that
compliance with the REACH legislation will increase costs
due to registration costs, product testing and
reformulation, risk characterization and report
preparation; however, at this time it is not possible to
quantify the financial impact on PPG’s businesses.

Research and Development

Technologic innovation has been a hallmark of PPG’s
success throughout its history. Research and development
costs, including depreciation of research facilities, were
$354 million, $321 million and $310 million during 2007,
2006 and 2005, respectively. These cosis 1o1aled over 3%
of sales in each of these years, representing a level of
expenditure that is expected to continue in 2008, PPG
owns and operates several facilities to conduct research
and development involving new and improved products
and processes. Additional process and product research
and development work is also undertaken at many of the
Company’s manufacturing plants. As part of our ongoing
efforts to manage our costs effectively, we have a
laboratory in China and an outsourcing arrangement with
a laboratory in the Ukraine and have been actively
pursuing government funding of a small, but growing
portion of the Company's research efforts, Because of the
Company's broad array of products and customers, PPG is
not materially dependent upon any single technology
platform.
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Patents

PPG considers patent protection to be important. The
Company’s reportable business segments are not
materially dependent upon any single patent or group of
related patents. PPG received $48 million in 2007, $43
million in 2006 and $35 million in 2005 from royalties
and the sale of technical know-how.

Backlog

In general, PPG does not manufacture its products against
a backlog of orders. Production and inventory levels are
geared primarily to projections of future demand and the
level of incoming orders.

Non-U.S. Operations

PPG has a significant investment in non-U.S. operations,
and as a result we are subject to certain inherent risks,
including economic and political conditions in
international markets and fluctuations in foreign currency
exchange rates. While approximately 80% of sales and
operating incotne is generated by products sold in the
United States, Canada and Western Europe, our
remaining sales and operating income are generated in
developing regions, such as Asia, Eastern Europe and
Latin America. With the acquisition of SigmaKalon in
January 2008, we have increased our international
operations as substantially all of its sales are outside the
United States. ’

Employee Relations

The average number of persons employed worldwide by
PPG during 2007 was 34,900. The Company has
numerous collective bargaining agreements throughout
the world. While we have experienced occasional work
stoppages as a result of the collective bargaining process
and may experience some work sioppages in the future,
we believe we will be able 1o negotiate all labor
agreements on satisfactory terms. To date, these wark
stoppages have not had a significant impact on the PPG’s
operating results. Overall, the Company believes it has
good relationships with its employees.

Environmental Matters

PPG is subject to existing and evolving standards relating
to protection of the environment. Capital expenditures for
environmental control projects were $16 million, $14
million and $18 million in 2007, 2006 and 2005,
respectively. It is expected that expenditures for such
projects in 2008 will approximate $31 million. Although
future capital expenditures are difficult to estimate
accurately because of constantly changing regulatory
standards and policies, it can be anticipated that
environmental control standards will become increasingly
stringent and the cost of compliance will increase.

Prior to 2007, about 20% of our chlor-alkali
production capacity used mercury cell technology. PPG
strives lo operate these cells in accordance with applicable
laws and regulations, and these cells are reviewed at least




annually by state authorities. The U.S. Environmental
Protection Agency (“USEPA™) has issued new regulations
imposing significantly more stringent requirements on
mercury emissions. These new rules took effect in
December 2006. In order to meet the USEPA’s new air
quality standards, a decision was made in July 2005 to
replace the existing mercury cell production unit at the
Lake Charles, LA chlor-alkali plant with newer membrane
cell technology. The Louisiana Department of
Environmental Quality granted the Company a one year
exlension to meet the new requirements on mercury
emissions. This capital project began in 2005 and was
completed in 2007. With the completion of this project,
4% of PPG’s chlor-alkali production uses mercury cell
technology.

PPG is negotiating with various'governmem agencies
concerning 94 current and former manufacturing sites
and offsite waste disposal locations, including 22 sites on
the National Priority List. The number of sites is
comparable with the prior year. While PPG is not
generally a major contributor of wastes to these offsite
waste disposal locations, each potentially responsible
party may face governmental agency assertions of joint
and several liability. Generally, however, a final allocation
of costs is made based on relative contributions of wastes
to the site. There is a wide range of cost estimates for
cleanup of these sites, due largely to uncertainties as to
the nature and extent of their condition and the methods
that may have to be employed for their remediation. The
Company has established reserves [or those sites where it
is probable that a liability has been incurred and the
amount can be reasonably estimated. As of December 31,
2007 and 2006, PPG had reserves for environmental
contingencies totaling $276 million'and $282 million,
respectively, of which $57 million and $65 million,
respectively, were classified as current liabilities. Pretax
charges against income for environmental remediation
costs in 2007, 2006 and 2005 totaled $12 million, $207
million and $27 million, respectively. Cash outlays related
to such environmentat remediation aggregated $19
million, $22 million and $14 million in 2007, 2006 and
2005, respectively. Environmental remediation of a
former chromium manufacturing plant site and associated
sites in Jersey City, NJ represented the major part of our
2006 environmental charges and our existing reserves.
Included in the amounts mentioned above were $185
million of 2006 charges against income and $195 million
and $198 million in reserves at December 31, 2007 and
2006, respectively associated with all New Jersey
chromium sites.

The Company’s experience to date regarding
environmental matters leads PPG 10 believe that it will
have continuing expenditures for compliance with
provisions regulating the protection of the environment
and for present and future remediation efforts at waste
and plant sites. Management anticipates that such
expenditures will occur over an extended pericd of time.

Charges for estimated environmental remediation
cosls in 2006 were significantly higher than our historical
range. Our continuing efforts to analyze and assess the
environmental issues associated with a former chromium
manufacturing plant site located in Jersey City, NJ and the
Calcasieu River Estuary located near our Lake Charles, LA
chlor-alkali plant resulted in a pre-tax charge of $173
million in the third quarter of 2006 [or the estimated costs
of remediating these sites. Excluding 2006, pre-tax
charges against income have ranged between $10 million
and $49 million per year for the past 15 years. We
anticipate that charges against income in 2008 for
environmental remediation costs will be within this
historical range.

In management’s opinion, the Company operates in
an environmentally sound manner, is well positioned,
relative to environmental matters, within the industries in
which it operates, and the outcome of these
environmental contingencies will not have a material
adverse effect on PPG’s financial position or liquidity;
however, any such outcome may be material to the results
of operations of any particular period in which costs, if
any, are recognized. See Note 15, “Commitments and
Contingent Liabilities,” under Item 8 of this Form 10-K
for additional information related to environmental
matters.

There are growing public and governmental concerns
related to climate change, which have led 1o efforts 10
limit the greenhouse gas (*“GHG”) emissions believed to
be responsible. These concerns were reflected in the 2005
framework for GHG reduction under the Kyoto Protecol
to the United Nations Framework Convention on Climate
Change. The Kyoto Protocol has been adopted by many
countries where PPG operates, including the European
Union and Canada, but not in the U.S. The European
Union has implemented a cap and trade approach with a
mandatory emissions trading scheme for GHGs. In
December 2007, delegates 1o the United Nations
Framework Convention on Climate Change reached
agreement on development of a plan for the second phase
of Kyoto, scheduled to start in 2013. This could
potentially lead to further reduction requirements. A
substantial portion of PPG’s GHG emissions are generated
by locations in the U.S.; however, at this time it is
uncertain whether the U.S. will set GHG reduction goals
under the Kyoto Protocol or by some other mechanism.
PPG has joined the 1).5.-based Climate Registry 1o assist
in veriflication of current and future GHG reduction
achievements in preparation for potential imposition in
the U.S. of GHG reduction goals.

Energy prices and scarcity of supply continue to be a
concern for major energy users. Since PPG’s GHG
emissions arise principally from combustion of fossil
fuels, PPG has for some time recognized the desirability of
reducing energy consumption and GHG generation. We
committed under the Business Roundtable’s Climate
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RESOLVE program to reduce our GHG intensity (GHGs
produced per million dollars of revenue) by 18% between
2002 and 2012. PPG achieved this target in 2006, six
years ahead of schedule. Recognizing the continuing
importance of this matter, PPG has appointed an Energy
Security and Climate Change Steering Group to guide the
Company’s progress in this area. Additionally, in 2007
PPG announced new corporate targets, namely (i) a
reduction in energy intensity by 25% from 2006 to 2016
and (ii) a 10% absolute reduction in GHG emissions from
2006 to 2011. PPG’s public disclosure on energy security
and climate change can be viewed at the Carbon
Disclosure Project www.cdproject.net.

Available Information

The Company'’s website address is www.ppg.com. The
Company posts, and shareholders may access without
charge, the Company’s recent filings and any amendments
thereto of its annual reperts on Form 10-K, quarterly
reports on Form 10-Q and its proxy statements as soon as
reasonably practicable after such reports are filed with the
Securities and Exchange Commission (“SEC”). The
Company also posts all financial press releases and
earnings releases to its website. All other reports filed or
furnished to the SEC, including reports on Form 8-K, are
available via direct link on PPG's website to the SEC's
website, www.sec.gov. Reference to the Company’s and
SEC’s websites herein does not incorporate by reference
any information contained on those websites and such
information should not be considered part of this

Form 10-K.

Item 1a. Risk Factors

As a global manufacturer of coatings, glass and chemicals
products, we operate in a business environment that
includes risks. These risks are not unlike the risks we
have faced in the recent past. Each of the risks described
in this section could adversely affect our operating resulis,
financial position and liquidity. While the factors listed
here are considered to be the more significant factors, no
such list should be considered to be a complete statement
of all potential risks and uncertainties. Unlisted factors
may present significant additional obstacles which may
adversely affect our business.

Increases in prices and declines in the availability of raw
materials could negatively impact our financial results
Qur operating results are significantly affected by the cost
of raw materials and energy, including natural gas.
Changes in natural gas prices have a significant impact on
the operating performance of our Commodity Chemicals
and Glass businesses. Each one-dollar change in our unit
price of natural gas per million British Thermal Units
(*mmbuu”) has a direct impact of approximately $60
million to $70 million on our annual operating costs. In
2007, natural gas costs declined slightly in the U.S.
compared 10 2006 levels. Year-over-year coatings raw
material costs rose by $40 million in 2007 following a rise
of $75 million in 2006. Additionally, certain raw materials
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are critical to our production processes. These include
titanium dioxide and epoxy and other resins in the
Coatings businesses; lenses, photochromic dye, sand and
soda ash in the Optical and Specialty Materials businesses;
brine and ethylene in the Commodity Chemicals business;
and sand and soda ash in the Glass businesses. We have
made, and plan to continue to make, supply arrangements
to meet the planned operating requirements for the
future. However, an inability to obtain these critical raw
materials would adversely impact our ability to produce
products.

We experience substantial competition from certain low-
cost regions

Growing competition from companies in certain regions of
the world, including Asia, Eastern Europe and Latin
America, where energy and labor costs are lower than those
in the U.5., could result in lower selling prices or reduced
demand for some of our glass and fiber glass products.

We are subject to existing and evolving standards relating
to the protection of the environment

Excluding 2006, pretax charges against income for
environmental remediation ranged between $10 million
and $49 million per year over the past 15 years. [n 2006
those charges totaled $207 million. We have accrued $276
million for estimated remediation costs that are probable
at December 31, 2007. Our assessment of the potential
impact of these environmental contingencies is subject to
considerable uncertainty due to the complex, ongoing and
evolving process of investigation and remediation, if
necessary, of such environmental contingencies, and the
potential for technological and regulatory developments.
As such, in addition to the amounts currently reserved,
we may be subject to loss contingencies related to
environmental matters estimated to be as much as $200
million to $300 million. Such unreserved losses are
reasonably possible but are not currently considered to be
probable of occurrence.

We are involved in a number of lawsuits and claims, both
actual and potential, in which substantial monetary
damages are sought

The results of any [uture litigation or setilement of such
lawsuits and claims are inherently unpredictable, but such
outcomes could be adverse and material in amount.

For over 30 years, we have been a defendant in lawsuits |
involving elaims alleging personal injury from exposure to
asbestos ' '
Most of our potential exposure relates to allegations by
plaintiffs that PPG should be liable for injuries involving
asbestos containing thermal insulation products
manufactured by Pittsburgh Corning Corporation (“PC").
PPG is a 50% shareholder of PC. Although we have
entered into a settlement arrangement with several parties
concerning these asbestos claims as discussed in Note 15,
“Commitments and Contingent Liabilities,” under Item 8
of this Form 10-K, the arrangement remains subject to
court proceedings and, if not approved, the cutcome




could be material to the results of operations of any
particular period.

We sell products to U.S.-based automotive original
equipment manufacturers and their suppliers

The North American automotive industry continues to
experience structural change, including the loss of U.S.
market share by General Motors, Ford and Chrysler.
Further deterioration of market conditions could cause
certain of our customers and suppliers to have liquidity
problems, potentially resulting in the write-off of amounts
due from these customers and cost impacts of changing
suppliers.

Our international operations expose us to additional risks
and uncertainties that could affect our financial results
Because we are a global company, our results are subject
to certain inherent risks, including économic and political
conditions in international markets and fluctuations in
foreign currency exchange rates. While approximately
80% of sales and operating income in 2007 was generated
by products sold in the United States, Canada and
Western Europe, our remaining sales and operating
income are generated in developing regions, such as Asia,
Eastern Europe and Latin America. With the acquisition
of SigmaKalon in January 2008, we have increased our
international operations as substantially all of its sales are
outside the United States,

As a producer of chemicals, we manufacture and transport
certain materials that are inherently hazardous due to
their toxic nature

We have significant experience in handling these
materials and take precautions to handle and transport
them in a safe manner. However, these materials, if
mishandled or released into-the environment, could cause
substantial property damage or personal injuries resulting
in significant legal claims against us. In addition, evolving
regulations concerning the securitylof chemical
production facilities and the transportation of hazardous
chemicals could result in increased future capitai or
operating costs.

Business disruptions could have a negative impact on our
results of operations and financial condition

Unexpected events, including supply disruptions,
temporary plant and/or power outages, natural disasters
and severe weather events, fires, or war or terrorist
activities, could increase the cost of doing business or
otherwise harm the operations of PPG, our customers and
our suppliers. Lt is not possible for us to predict the
occurrence or consequence of any such evenis. However,
such events could reduce demand for our products or
make it difficult or impossible for us to receive raw
materials from suppliers and to deliver products to
customers.

The failure to successfully integrate the acquisition of
SigmaKalon could adversely affect our financial results
On January 2, 2008, we completed the acquisition of
SigmaKalon, a worldwide coatings Iprcaduc:er based in

Uithoorn, Netherlands. The total cost of the transaction,
including assumed debt, was approximately $3.2 billion.
In the event that we do not successfully integrate
SigmaKalon into our operations, our consolidated
operating results, financial condition and cash flows could
be adversely affected.

Our performance is affected by the economic conditions in
the U.S. and in other nations where we do business
Declining economic conditions may have a negative
impact on our consolidated results of operations, financial
condition and cash flows. Overall demand for our
products could be reduced as a direct result of an
economic recession.

Item 1b. Unresolved Staff Comments
None.

Item 2. Properties
See “Itemn 1. Business™ for information on PPG's
production and fabrication facilities.

Generally, the Company’s plants are suitable and
adequate for the purposes for which they are intended,
and overall have sufficient capacity to conduct business in
the upcoming year.

Item 3. Legal Proceedings

PPG is involved in a number of lawsuits and claims, both
actual and potential, including some that it has asserted
against others, in which substantial monetary damages are
sought. These lawsuits and claims, the most significant of
which are described below, relate to contract, patent,
envirommental, product liability, antitrust and other
matters arising out of the conduct of PPG’s business. To
the extent that these lawsuits and claims involve personal
injury and property damage, PPG believes it has adequate
insurance; however, certain of PPG's insurers are
contesting coverage with respect to some of these claims,
and other insurers, as they had prior to the asbestos
settlement described below, may contest coverage with
respect to some of the asbestos claims if the settlement is
not implemented. PPG’s lawsuits and claims against
others include claims against insurers and other third
parties with respect to actual and contingent losses related
to environmental, asbestos and other matters.

The result of any future litigation of such lawsuits
and claims is inherently unpredictable. However,
management believes that, in the aggregate, the outcome
of all lawsuits and claims involving PPG, including
ashestos-related claims in the event the settlement
described below does not become effective, will not have a
material effect on PPG’s consolidated financial position or
liquidity; however, any such outcome may be material to
the results of operations of any particular period in which
costs, if any, are recognized.

For over 30 years, PPG has been a defendant in
lawsuits involving claims alleging personal injury from
exposure to asbestos. For a description of asbestos
litigation affecting the Company and the terms and status
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of the proposed PPG Settlement Arrangement announced
May 14, 2002, see Note 15, “Commirments and
Contingent Liabilities,” under Item 8 of this Form 10-K.

Qver the past several years, the Company and others
have been named as defendants in several cases in various
jurisdictions claiming damages related to exposure to lead
and remediation of lead-based coatings applications. PPG
has been dismissed as a defendant from maost of these
lawsuits and has never been found liable in any of these
cases.

PPG received a Notice of Violation in July 2007 from
the North Carolina Department of Environment and
Natural Resources, Division of Air Quality regarding
alleged exceedances of air opacity limits at its Shelby,
North Carolina fiber glass facility. PPG setiled this matter
in the fourth quarter for stipulated civil penalty of
$75,000.

Item 4. Submission of Matters to a Vote of
Security Holders
None.

Executive Officers of the Company

Set forth below is information related to the Company’s
executive officers as of February 21, 2008,

Name Age Title

Charles E. Bunch (a) 58 Chairman of the Board and Chief
Executive Officer since July 2005

James C. Diggs 59 Senior Vice President and General
Counsel since July 1997 and Secretary
since September 2004

William H. Hernandez (b) 539 Sentor Vice President, Finance and
Chief Financial Officer since January
1995

J. Rich Alexander {c) 52 Senior Vice President, Coatings since
May 2005

Pierre-Marie De Leener (d) 50 Senior Vice President, Architectural
Coatings, Furope/Middle East and
Alrica since January 2008

Victoria M. Holt (e} 50 Senior Vice President, Glass and Fiber
Glass since May 2005

Kevin F. Sullivan (f) 56 Senior Vice President, Chemicals since
May 2005

William A. Wulfsohn {g) 45 Senior Vice President, Coatings, since
May 2003

(a) Mr. Bunch held the position of President and Chief Operating Officer
Sfrom July 2002 until July 2005.

(b} Mr. Hernandez also held the position of Treasurer from April 2007
until January 2008. :

(c) Mr. Alexander held the position of Vice President, Industrial Coatings
Sfrom July 2002 until April 2005.

(d) Mr. De Leener was appointed to his current position upon PPG’s
acquisition of SigmaKalon Greup on january 2, 2008. He previously
served as Chief Exccutive Officer of SigmaKalon Group from 1999 until
January 2008.

(e) Ms. Holt held the pesition of Vice President, Fiber Glass from February
2003 until April 2005.

(0 Mr. Sullivan held the position of Vice President, Chemicals from July
2002 until April 2005.

(g Mr. Wulfsohn also held the position of Managing Director, PPG Europe
from May 2005 until June 2006; and the position of Vice President,
Coatings, Europe, and Managing Director, PPG Europe from February
2003 until April 2005.
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Item 5. Market for the Registrant’s Common
Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities

The information required by ltem 5 regarding market
information, including stock exchange listings and
quarterly stock market prices, dividends and holders of
common stock is included in Exhibit 13.1 filed with this
Form 10-K and is incorporated herein by reference. This
information is also included in the PPG Shareholder
Information on page 79 of the Annual Report to
shareholders.

Directors who are not also officers of the Company
receive common stock equivalents pursuant to the PPG
Industries, Inc. Deferred Compensation Plan for Directors
(“PPG Deferred Compensation Plan for Directors”).
Retired directors receive dividend equivalents in the form
of common stock equivalents pursuant to the PPG
Industries, Inc. Directors’ Common Stock Plan (“PPG
Directors’ Common Stock Plan”). Common stock
equivalents are hypothetical shares of common stock

‘having a value on any given date equal to the value of a

share of common stock. Common stock equivalents earn
dividend equivalents that are converted into additional
common stock equivalents bur carry no voting rights or
other rights afforded to a holder of common stock. The
common stock equivalents credited 1o directors under
both plans are exempt from registration under Section
4(2} of the Securities Act of 1933 as private offerings
made only to directors of the Company in accordance
with the provisions of the plans.

Under the PPG Deferred Compensation Plan for
Directors, each director may elect to defer the receipt of
all or any portion of the compensation paid to such
director for serving as a PPG director. All deferred
payments are held in the form of commeon stock
equivalents. Payments out of the deferred accounts are
made in the form of common stock of the Company (and
cash as 10 any fractional common stock equivalent}. The
directors, as a group, were credited with 9,742; 2,886; and
10,954 common stock equivalents in 2007, 2006, and
2005 respectively, under this plan. The values of the
common stock equivalents, when credited, ranged from
$68.71 10 $75.50 in 2007, $61.32 10 $65.84 in 2006 and
$57.85 10 $72.95 in 2005.

The retired directors who participated in the PPG
Directors’ Common Stock Plan withdrew from this plan in
2007. The directors received 4, 26, and 38 common stock
equivalents in 2007, 2006, and 2005. The value of those
common stock equivalents, when credited, were $68.71 in
2007, and ranged from $61.32 to $65.84 in 2006 and
$57.85 10 $72.95 in 2005.




Issuer Purchases of Equity Securities

The following table summarizes the Company's stock
repurchase activity for the three months ended
December 31, 2007:

Total  Maximum
Number  Number of
of Shares  Shares
Purchased that May
Tatal as Partof  YeiBe
Number of Average  Publicly Purchased
Shares ~ Price Paid Announced Under the

Month Purchased per Share  Program  Program®)
October 2007
Repurchase program — $, — — 4,035,009
Other transactions® 24,292 76.33 —_— —
November 2007
Repurchase program — — — 4,035,009
QOther transaciions®? 69,820 72.30 — —
December 2007
Repurchase program 56,400 70.38 56400 3,978,609
Other transactions® 18,486 70.66 — —

Total quarter ended
December 31, 2007

Repurchase program 56,400  $70.38 56,400 3,978,600

112,598  $72.90 —

(1) These shares were repurchased under a 10 million share repurchase
program approved by PPG’s Board of Directors in October 2005. This
program does not have an expiration date.

(2} Includes shares withheld or certified to in satisfaction of the exercise
price andfor tax withholding obligation by holders of employee stock
options who exercised options granted under the Company’s equity
compensation plans,

Other transactions!?

Equity Compensation Plan Information

The equity compensation plan documents described in
the footnotes below are included as Exhibits to this Form
10-K, and are incorporaled herein by reference in their
entirety. The following table provides information as of
December 31, 2007 regarding the number of shares of
PPG common stock that may be issued under PPG’s
equity compensation plans. For additional information on
the Company’s equity compensation program, see Note
20, “Stock-Based Compensation,” under Item 8 of this
Form 10-K. |

Number of
securities
remainin
availab!ej%r
Number of future
securities Weighted- issuance
ta be issued average under equity
upon exercise  compensation
exercise of price of plans
outstanding  outstanding  (excluding
options, options, securities
warrants | warranis relﬂected in
and rights  and rights  column {a))
Plan category (a§ (b) {c)
Equity compensation plans
approved by security
holders 8,014,257 $39.96 8,996,813
Equity compensation plans
not approved by security
holders.o 1,185,700 = $70.00 —
Total 9,199,957 $61.40 8,996,813

(1) Equity compensation plans approved by security holders include the
PPG Industries, Inc. Stock Plan, the PPG Omnibus Plan, the PPG

Industries, Inc. Executive Officers’ Long Term Incentive Plan and the
PPG Industries Inc. Long Term Incentive Plan.

(2) Equity compensation plans not approved by security holders include the
PPG Industries, Inc. Challenge 2000 Stock Plan. This plan is a broad-
based stock option plan under which the Company granted to
substantially all active emplovees of the Company and its majority
owned subsidiaries on fuly 1, 1998, the option to purchase 100 shares
of the Company’s common stock at its then fair market value of $70.00
per share. Options became exercisable an July 1, 2003, and expire on
June 30, 2008. There were 1,185,700 shares issuable upon exercise of
options outstanding under this plan as of December 31, 2007.

(3} Excluded from the information presented here are common stock
equivalents held under the PPG Industries, Inc. Deferred Compensation
Plan, the PPG Industries, Inc. Deferred Compensation Plan for
Directors and the PPG Industries, Inc. Directors' Common Stock Plan,
none of which are equity compensation plans. As supplemental
information, there were 499,917 common stock equivalents held under
such plans as of December 31, 2007.

Item 6. Selected Financial Data

The information required by Item 6 regarding the selected
financial data for the five years ended December 31, 2007
is included in Exhibit 13.2 filed with this Form 10-K and
is incorporated herein by reference. This information is
also reported in the Five-Year Digest on page 78 of the
Annual Report to shareholders.

Item 7. Management's Discussion and Analysis of
Financial Condition and Results of Operations

Presentation of Discontinued Operations

During the third quarter of 2007, the Company entered
into an agreement 1o sell its automotive glass businesses
to Platinum Equity (“Platinum”}) for approximately $3500
million. Accordingly, the assets and liabilities of these
businesses were classified as held for sale. In the fourth
quarter of 2007, PPG was notified that alfiliates of
Platinum had filed suit in the Supreme Court of the State
of New York, County of New York, alleging that Platinum
was not obligated to consummate the agreement.
Platinum subsequently terminated the agreement. PPG
has sued Platinum and certain of its affiliates for damages,
including the $25 million breakup fee stipulated by the
terms of the agreement, based on various alleged actions
of the Platinum parties.

While the transaction with Platinum was terminated,
PPG management remains committed to a sale of the
automotive glass businesses. Accordingly, the assets and
liabilities of these businesses continue to be classified as
held for sale and are stated at depreciated cost, which is
lower than fair value less cost to sell, in the consolidated
balance sheet under Item 8 of this Form 10-K as of
December 31, 2007 and 2006. Further, the results of
operations and cash flows of these businesses, which had
previously been included in the Glass reportable segment,
have been classified as discontinued operations in the
consolidated statements of income and cash flows under
Item B for the three years ended December 31, 2007,
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The decision to sell these businesses triggered
curtailments related to certain of PPG’s defined benefit
pension and other postretirement benefit plans. In 2007,
PPG recorded a pretax charge of $17 million ($11 million
altertax), primarily representing curtailment losses on
certain defined benefit pension plans. The sale of these
businesses may result in additional curtailments and
possibly settlements of other PPG employee benefit plans
10 be recorded upon or after the closing of a sale.

In the third quarter of 2007, PPG entered into an
agreement to sell its fine chemicals business to ZaCh
System S.p.A., a subsidiary of Zambon Company S.p.A,,
for approximately $65 million. The sale of this business
was completed in November 2007. Accordingly, the assets
and liabilities of this business have been reclassified as
held for sale in the consolidated balance sheet under Item
8 as of December 31, 2006, Further, the results of
operations and cash flows of this business, which had
previously been included in the Optical and Specialty
Materials reportable segment, have been classified as
discontinued operations in the consolidated statements of
income and cash flows under ltem 8 for the three years
ended December 31, 2007. PPG recorded a pretax loss on
sale of the fine chemicals business of $25 million ($19
million aftertax) in 2007.

Performance in 2007 compared with 2006

Performance Overview

Our sales increased 14% to $11.2 billion in 2007
compared to $9.9 billion in 2006. Sales increased 6% due
to the impact of acquisitions, 4% due to increased
volumes and 4% due to the positive effects of foreign
currency translation.

Cost of sales as a percentage of sales increased
slightly to 63.2% compared to 62.4% in 2006 due to the
adverse impact of inflation net of selling price changes.
Selling, general and administrative expense increased
slightly as a percentage of sales to 19.1% compared to
18.6% in 2006. These costs increased primarily due to
higher expenses related to growth, including increased
advertising costs and the impact of inflation.

Business restructuring expense decreased $35 million
in 2007. In 2006, the Company finalized plans for certain
actions to reduce its workforce and consolidate facilities
and recorded a charge of $35 million.

Other charges decreased $193 miliion in 2007. The
reduction was primarily due to a reduction in
environmental expenses, which were $195 million lower
in 2007 as compared to 2006.

Other earnings increased $24 million in 2007 due to
higher royalty income, higher interest income and gains
from asset sales.
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Net income and earnings per share — assuming
dilution for 2007 and 2006 are summarized below:

(% in Millions, except per share amounts)

Twelve Months ended Continuing Discontinued
December 31, 2007 Operations  Operations Total

$ EPs § EPS 3 EPS
Net income $815 $4.91 $19 $0.12 $834 $5.03

Net income includes:
Charges related to:

Acquisition related costs 4 003 - - 4 003
Asbestos settlement — net™ 15 009 — — 15 0.09
Glass divestiture —_ = 11 006 11 0.06
Fine chemicals divestiture — — 19 011 19 Q.11
($ in Millions, except per share amounts)
Twelve Months ended Continuing  Discontinued
December 31, 2006 Operations  Operations Total
$ EPS $ EPS $§ EPS
Net income $653 $ 3.92 558 $0.35 $711 $ 4.27

Net income inctudes:

- Charges related to:

Environmental
remediationt? 106 064 — — 106 0.64
Legal seutlements 26 015 — — 26 015
Business restructuring 22 013 1 001 23 0.14
Asbestos settlement—net 17 010 — — 17 0.10
Earnings from insurance
recoveries (24) (0.14) -~ - (24 (014

(1) Net increase in the current value of the Company’s obligation relating
to asbestos claims under the PPG Settlement Arrangement.

(2) Charge for estimated environmental remediation costs at our former
chromium manufacturing plant in Jersey City, NJ. and ai the Calcasieu
River estuary near our Lake Charles, La. facility.

Results of Reportable Business Segments

Net sales Segment income
(Millions) 2007 2006 2007 2006
Performance Coatings $3,811 $3,088 $563 $514
Industrial Coatings 3,646 3,236 370 349
Optical and Specialty
Materials 1,029 904 235 217
Commodity Chemicals 1,539 1,483 243 285
Glass 1,181 1,150 90 99

Performance Coatings sales increased $723 million or
23% in 2007. Sales increased 15% due to sales from
acquisitions in all three Performance Coatings businesses,
4% due to the positive impact of foreign currency
transtation and 3% due to improved sales volumes in our
aerospace and automotive refinish businesses, which
more than offset slightly lower volumes in architectural
coatings. The volume growth in the aerospace and
refinish businesses occurred throughout the world, while
the volume decline in architectural coatings was in North
America. Sales also increased 1% due to higher selling
prices. Segment income increased $49 million: to a total of
$563 million in 2007. Factors increasing segment income
were improved sales volumes, earnings [rom acquisitions
and the positive impact of foreign currency translation.




Management’s Discussion and Analysis

Additionally, the benefit of higher selling prices more
than offset the impact of inflation. Segment income
decreased due to higher overhead costs to support growth
initiatives in this segment.

Industrial Coatings sales increased $410 million or
13% in 2007. Sales increased 6% due to the positive
impact of foreign currency translation, 4% due to
acquisitions in our automotive and industrial coatings
businesses and 3% from improved sales volumes as
volume increases in automotive coatings and packaging
coatings more than offset declines in the volume of the
industrial coatings business in the U.S. and Canada.
Volume growth in the automotive coatings businesses
occurred in all regions of the world, while the volume
growth in packaging coatings was experienced mainly in
Asia and Europe. The decline in industrial coatings’ North
American volumes overshadowed solid growth for this
business in Europe, Asia and Latin America. Segment
income increased $21 million in 2007 due to improved
sales volumes, the impact of acquisitions, lower
manufacturing costs and the positive impact of foreign
currency translation. Factors decreasing segment income
were inflation, including higher raw material costs, which
more than offset a slight improvement in selling prices,
and increased overhead costs to support growth
initiatives. '

Optical and Specialty Materials sales increased $125
million or 14% in 2007, Sales increased 8% due to higher
volumes primarily in the optical products business, 4%
due to the positive impact of foreign currency translation,
1% as the result of sales from acquisitions in the optical
products business and 1% due to higher selling prices.
Segment income increased $18 million in 2007. The
increase in segment income was primarily the result of the
increased sales volumes partially oflfset by higher
advertising expense related to optical products volume
growth initiatives in all regions and to the impending
launch of Transitions Optical's next generation lens
product in the first quarter of 2008,

Commodity Chemicals sales increased $56 million or
4% in 2007. Sales increased 9% due to higher sales
volumes of caustic and derivatives, which was partially
offset by a 5% decrease in selling prices in part due to
lower natural gas input costs. Segment income decreased
$42 million in 2007. Segment income was lower in large
part due to lower selling prices, higher manufacturing
costs, including maintenance costs and higher'raw
material costs. Segment income alsg decreased as a result
of the absence of an insurance recovery received in 2006
for damage caused by Hurricane Rita in 2005. The benefit
of lower energy and environmental 'costs and improved
sales volumes were factors that increased segment income
in 2007.

Glass sales increased by $31 million or 3% in 2007.
Sales increased 3% due to higher sales volumes and 2%
due to the positive impact of foreign currency translation.
The negative impact of lower selling prices in our
performance glazings business reduced segment sales by
2%. Pricing in the performance glazings business includes
a surcharge related to the cost of energy lagged by one
quarter. The surcharge in 2006 exceeded the current year
surcharge due to higher energy costs during the
comparable periods. Segment income decreased $9
million in 2007. Segment income decreased due to the
negative impact of inflation and lower pricing, including
the lower energy surcharge in performance glazings.
These factors were only partially offset by the benefit from
higher sales volumes.

See Note 24, “Reportable Business Segment
Information,” under Item 8 of this Form 10-K for further
information related to the Company’s operating segments
and reportable business segments.

Other Significant Factors

The effective tax rate on pretax earnings from continuing
operations in 2007 was 28.6% compared to 25.1% in
2006. The rate in 2007 includes the benefit of $15 million
for the reversal of a valuation allowance previously
recorded against the benefit of a tax net operating loss
carryforward, the benefit associated with an enacted
reduction in the Canadian federal corporate income tax
rate and a tax benefit of 39% on the adjustment to
increase the currvent value of the Company’s obligation
relating to asbhestos claims under the PPG Settlement
Arrangement, as discussed in Note 15, “Commitments
and Contingent Liabilities” under ltem 8 of this Form
10-K. The tax rate was 30.3% on the remaining pretax
earnings from continuing operations in 2007. The
effective tax rate on earnings from continuing operations
in 2006 included the benefit of a tax refund from Canada
resulting from the favorable resolution of a tax dispute
dating back to 1998 and a tax benefit related to the
settlement with the Internal Revenue Service of our tax
returns for the years 2001-2003. In the aggregate, these
benefits reduced 2006 income tax expense by $39 million.
The 2006 effective tax rate also included a tax benefit of
36% on the charge for business restructuring and a tax
benefit of 39% on the third quarter environmental
remediation charge for sites in New Jersey and Louisiana,
on the charges for legal settlements, and on the
adjustment to increase the current value of the Company's
obligation relating to asbestos claims under the PPG
Settlement Arrangement. Income tax expense of 39% was
recognized on certain insurance recoveries, and income
tax expense of 31% was recognized on the remaining
pretax earnings from continuing operations in 2006.

The effective tax rate on pretax earnings from
discontinued operations in 2007 was 47.6% compared to
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37.8% in 2006. The rate in 2007 includes a tax benefit of
35% on the curtailment charge related to the automotive
glass businesses and a tax benefit of 24% on the loss on
the sale of the fine chemicals business. The 1ax rate was
39% on the remaining pretax earnings from discontinued
operations in 2007.

Outlook

In 2007, the U.S. and overall North American economy
continued a slowing trend which began during the second
half of 2006. U.S. gross domestic product {(“GDP")
increased about 2% for the year. Growth rates slowed in
several U.S. end-markets in the latter part of the year, but
the growth rates were aided by higher exports and
decreased imports. U.S. residential construction rates
declined approximately 25% year-over-year, and North
.American vehicle preduction decreased by 3%. Despite
these and other slowing markets, overail industrial
production increased by 2%. Industrial production
remains the economic metric that most positively
correlates with our U.S. organic volume growth because it
reflects activity in PPG’s broad end-use markets. The U.S.
commercial construction sector continued to grow
consistently throughout the year, increasing by
approximately 15%.

Overall inflation remained modest as low labor rates
in emerging regions have continued to hold labor rates in
the mature regions relatively flat. Global energy prices,
primarily oil, and other basic raw material costs increased
to new or ctose to new record high levels. Natural gas
costs in the U.S. declined for the second consecutive year,
but remain at elevated levels when viewed historically.

The European economy grew at one of its highest
rates in the past decade due to continued industrial
activity and higher consumer spending. Western
European vehicle preduction improved by 3%, and
Eastern European automotive production grew by nearly
18%. QOverall industrial production grew by 2.5%.

The Asian economies continued to post very high
growth rates both relative to other major economies and
historically, driven by strong growth in China and India.
Chinese industrial production once again grew at just
under 20%, supported, in part, by growth exceeding 20%
in automobile production. Overall China GDP improved
by 11% for the second consecutive year.

Entering 2008, the overall economic outlook is
generally bearish with many economists concerned about
the potential of a U.S. recession and its petential impact
on the overall global economy. Meanwhile, inflation
concerns have risen in basic materials, due primarily to oil
prices which are at or close to all-time record highs.
Intetest rates, which had been rising in many of the
world’s major economies, are now expected to decrease or
remain flat due to lower anticipated growth rates.
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Overall global growth is expected to continue as
rapidly growing emerging regions, including China, India,
Latin America and Eastern Europe, continue to grow into
a more meaningful portion of the global economy. Despite
slowing in the U.S. economy, and a variety of government
actions in China designed to slow its growth rate, these
emerging economies are expected to continue to produce
growth rates well above those in more mature economies
due in part to ongoing internal infrastructure expansion.
This growth has benefited global companies, such as PPG
as evidenced in 2007 when PPG grew organically by over
10% in these emerging regions.

In 2008, we expect cost pressures in certain raw
materials, transportation and healthcare to remain. As
PPG has historically done, we anticipate offsetting these
cost increases with aggressive raw material sourcing,
manufacturing cost improvements, productivity gains and
selling price increases.

Our pensicn and post retirement benefit costs totaled
$233 million in 2007, including a curtailment charge of
$17 million related to discontinued operations. Excluding
the curtailment charge, these costs decreased by $55
million compared to 2006. Based on our current
estimates, we expect our pension and other
postretirement benefits costs to decline by approximately
$20 million in 2008. This decline is due primarily to an
increase in the discount rate for 2008 as well as the
impact of the $100 million contribution we made to our
.S, pension plans in 2007.

With respect to energy costs, 2007 natural gas costs
remained high but declined as compared to 2006.
Changes in natural gas prices have a significant impact on
the operating performance of our Commodity Chemicals
and Glass businesses. Each one dollar change in our price
of natural gas per million British thermal units (“mmbtu”)
has a direct impact of $60 million to $70 million on our
annual operating costs. Qur 2007 natural gas costs
averaged about $7.50 per mmbutu for the year, while our
2006 costs averaged about $8.00. While it remains
difficult to predict future natural gas prices, in order to
reduce the risks associated with volatile prices, we use a
variety of techniques, which include reducing
consumption through improved manufacturing processes,
switching to alternative fuels and hedging. We currently
estimate our cost for natural gas in the first quarter of
2008 will be higher than the first quarter of 2007. We
currently have nearly 40% of our first quarter 2008
natural gas purchases hedged at a price of abour $8.75,
and approximately 30% of our 2008 annual requirements
hedged at about $8.25.

Over the past few years we have also experienced
increases in the prices we pay for raw materials used in
many of our businesses, particularly in our coatings
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businesses. The increases have resulted from global
industrial expansion, supply/demand imbalance and
increases in supplier feedstock costs. We have and plan to
continue to combat the impact of these rising costs by
seeking alternate and global supply sources for our raw
materials, reformulating our products, improving our
production processes and raising our selling prices. Year-
over-year coatings raw material costs rose by $75 million
in 2006, and the rate of increase slowed to approximately
$40 million in 2007, which represented about a one
percent increase. Our current forecast for the early
portion of 2008 is for coatings raw material inflation,
likely in the two to four percent range, supported
primarily by higher oil prices. However, full year raw
material inflation may increase or decrease, with the main
driver likely being overall economic conditions and
resulting supply and demand factors.

In 2007 we completed several acquisitions that are .
intended to strengthen our coatings businesses by
extending their geographic breadth. In addition, several
acquisitions were completed in the middle or toward the
end of 2006. The sales for businesses held lor less than
one year added slightly less than $600 million to PPG’s
2007 sales with operating margins approaching, but just
below coatings industry averages.

Also in 2007, we sold our fine chemicals business and
our Azdel fiber glass joint venture, and closed our
Venezulean fiber glass joint venture. Additionally, we
signed a contract for the sale of cur automotive glass
businesses; however this contract was later terminated by
the purchaser. Nevertheless, we intend to sell the
automotive glass businesses during 2008,

On January 2, 2008, PPG completed the purchase of
SigmaKalon, a worldwide coatings producer based in the
Netherlands, for approximately $3.2 billion. PPG expects
2008 sales from this acquisition of about $3 billion. This
acquisition is not expected to be accretive to PPG’s earnings
in 2008 due, in part, to certain acquisition related costs.
PPG uiilized interim debt financing upon closing of the
transaction, and will install longer-term financing during
2008. The acquisition greatly extends PPG’s European
coatings operations and customer breadth, and is expected
to be accretive to earnings in 2009.

Economic conditions entering 2008 are challenging
due primarily to continued softness in several U.S.
markets and concern over global credit issues. The
acquisition of SigmaKalon will result in a shift of our
geographic sales mix, as now less than 50% of our sales
will be derived in the U.S. and Canada. We anticipate
continued organic growth in 2008 due to this more
diverse geographic sales mix, along with our larger sales
base in emerging regions. We anticipate this growth,
coupled with our focus on cost improvement, will allow

us to continue with our legacy of cash generation for the
ongoing benefit of our shareholders.

Accounting Standard Adopted in 2007

In June 2006, the Financial Accounting Standards Board,
(“FASB”), issued FASB Interpretation (“FIN") No. 48,
“Accounting for Uncertainty in Income Taxes, an
interpretation of FASB Statement No. 109”. FIN No. 48
clarifies the accounting for uncertainty in income taxes
recognized in an enterprise’s financial statements and
prescribes a recognition threshold and measurement
attribute for the [inancial statement recognition and
measurement of a tax position taken or expected to be
taken in a tax return. The Company adopted the ,
provisions of FIN No. 48 as of January 1, 2007. As a result
of the implementation of FIN No. 48, the Company
reduced its liability for unrecognized tax benefits by $11
million, which was recorded as a direct increase in
retained earnings. Refer to Note 13, “Income Taxes,”
under ltem 8 for additional information.

Accounting Standards to be Adopted in Future Years

In September 2006, the FASB issued Statement of
Financial Accounting Standards, (“SFAS”) No. 157, “Fair
Value Measurements,” which defines fair value,
establishes a framework in generally accepted accounting
principles for measuring fair value, and expands
disclosures about fair value measurements. This standard
only applies when other standards require or permit the
fair value measurement of assets and liabilities. It does not
increase the use of fair value measurement. SFAS No. 157
is effective for fiscal years beginning after November 15,
2007, except as it relates to nonrecurring fair value
measurements of nonfinancial assets and liabilities, for
which SFAS No. 157 is effective for fiscal years beginning
after November 15, 2008. The Company evaluated the
impact of adopting this statement, and concluded it wilt
not have a significant effect on PPG’s consolidated results
of operations or financial position.

In February 2007, the FASB issued SFAS No. 159,
“The Fair Value Option for Financial Assets and Financial
Liabilities — Including an Amendment of FASB Statement
No. 115.” SFAS No. 159 permits entities to choose to
measure eligible items at fair value at specified election
dates and report unrealized gains and losses on items for
which the fair value option has been elected in earnings at
each subsequent reporting date. SFAS No. 159 is effective
for fiscal years beginning after November 15, 2007. The
Company evaluated the impact of adopting this Statement,
and concluded it will not have an effect on PPG’s
consolidated results of operations or financtal position.

In December 2007, the FASB issued SFAS No. 141
(revised 2007}, “Business Combinations” (SFAS
No.141(R)}, which replaces SFAS No. 141, “Business
Combinations.” SFAS No. 141(R} retains the underlying
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concepts of SFAS No. 141 in that all business
combinations are still required to be accounted for at fair
value under the acquisition method of accounting, but
SFAS No. 141(R) changes the method of applying the
acquisition method in a number of significant aspects.
Acquisition costs will generally be expensed as incurred;
noncontrolling interests will be valued at fair value at the
acquisition date; in-process research and development
will be recorded at [air value as an indefinite-lived
intangible asset at the acquisition date; restructuring costs
associated with a business combination will generally be
expensed subsequent to the acquisition date; and changes
in deferred tax asset valuation allowances and income tax
uncertainties after the acquisition date generally will
affect income tax expense. SFAS No. 141(R) is elfective
on a prospective basis for all business combinations for
which the acquisition date is on or alter the beginning of
the first annual period subsequent to December 15, 2008,
with an exception related to the accounting for valuation
allowances on delerred taxes and acquired contingencies
reldted (o acquisitions completed before the effective date.
SFAS No. 141{R) amends SFAS No. 109 to require
adjustments, made after the effective date of this
statement, to valuation allowances for acquired deferred
tax assets and income tax positions to be recognized as
income tax expense. Beginning January 1, 2009, PPG will
apply the provisions of SFAS No. 141(R) to its accounting
for applicable business combinations.

In December 2007, the FASB issued SFAS No. 160,
“Noncontrolling Interests in Consolidated Financial
Stalemenis—an amendment of ARB No. 51.” This
statement is effective for fiscal years, and interim periods
within those fiscal years, beginning on or after
December 15, 2008. SFAS No. 160 requires the
recognition of a noncontrolling interest {minority
interest) as equily in the consolidated financial statements
and separate from the parent’s equity. The amount of net
income attributable to the noncontrolling interest will be
included in consolidated net income on the face of the
income statement. SFAS No. 160 amends certain of ARB
No. 51's consolidation procedures for consistency with
the requirements of SFAS No. 141(R). This statement
requires changes in the parent's ownership interest of
consolidated subsidiaries 1o be accounted for as equity
transactions. This statement also includes expanded
disclosure requirements regarding the interests of the
parent and its noncontrolling interest. We are currently
evaluating the effects that SFAS No. 160 may have on our
consolidated financial statements.

In November 2007, the Emerging Issues Task Force
(“EITF”) issued EITF Issue No. 07-1, “Accounting for
Collaborative Arrangements,” which defines collaborative
arrangements and establishes reporting and disclosure
requirements for such arrangements. EITF 07-1 is
effective for fiscal years beginning after December 15,

2008. The Company is continuing to evaluate the impact
of adopting the provisions EITF 07-1; however, it does
not anticipate that adoption will have a material effect on
PPG's consolidated resulis of operations or financial
position.

In March 2007, EITF Issue No. 06-10, “Accounting
for Collateral Assignment Split-Dollar Life Insurance
Arrangements,” was issued. Under the provisions of EI'TF
06-10, an employer is required to recognize a liability for
the postretirement benefit related to a collateral
assignment split-dollar life insurance arrangement in
accordance with either SFAS No. 106, “Employers’
Accounting [or Postretirement Benefits Other Than
Pensions,” or Accounting Principles Board Opinion
No. 12, “Omnibus Opinion — 1967," if the employer has
agreed to maintain a life insurance policy during the
employee’s retirement or provide the employee with a
death benefit based on the substantive arrangement with
the employee. The provisions of EITF 06-10 also require
an employer to recognize and measure the asset in a
collateral assignment split-dollar life insurance
arrangement based on the nature and substance of the
arrangement. EITF 06-10 is effective as of January 1,
2008. PPG has collateral assignment split-dollar life
insurance arrangements within the scope of EITF 06-10.
The Company will adopt the provisions of EITF 06-10 as
of January 1, 2008, and does not expect it to have a
material effect on PPG’s consolidated results of operations
or financial position.

Performance in 2006 Compared with 2005
Performance Overview

Qur sales increased 9% to $9.9 billion in 2006 compared
to $9.0 billion in 2005. Sales increased 4% due 1o the
impact of acquisitions, 2% due to increased volumes, 2%
due 10 increased selling prices and 1% due to the positive
effects of foreign currency translation.

Cost ol sales as a percentage of sales increased
slightly to 62.4% compared o 62.0% in 2005 due to the
adverse impact of inflation net of selling price changes.
Selling, general and administrative expense increased
slightly as a percentage of sales to 18.6% compared to
18.0% in 2005. These costs increased primarily due to
higher expenses related to expansion of the company-
owned store network in our architectural coatings
business and increased advertising 1o promote sales
growth in our optical products business.

Business restructuring expense increased $35 million
in 2006, as the Company finalized plans for certain
actions to reduce its workforce and consolidate facilities
and recorded a related charge.

Other charges decreased $56 million in 2006. Other
charges in 2006 included pretax charges of $185 million
for estimated environmental remediation costs at sites in
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New Jersey and $42 million for legal settlements
offset in part by pretax earnings of $44 millien for
insurance recoveries related to the Marvin legal settdement
and to Hurricane Rita. Other charge’s in 2005 included
pretax charges of $132 million related to the Marvin legal
settlement net of related insurance recoveries of $18
million, $61 million for the federal glass class action
antitrust legal settlement, $34 million of direct costs
related 1o the impact of hurricanes Rita and Katrina and
$19 million for debt refinancing costs.

Other earnings increased $24 million in 2006 due to
higher equitly earnings, primarily from our Asian [iber
glass joint ventures, and higher royalty income.

Net income and earnings per share — assuming
dilution for 2006 and 2005 are summarized below:

(3 in Millions, except per share amounts)

Twelve Months ended
December 31, 2006

Continuing  Discontinued
Operations  Operations Total

$ EPS § EPS $ EPS
3653 § 392 $58 $0.35 $711 5 4.27

Net income

Net income includes:

Charges related to:

Environmental

remediation® 106 0.64 — — 106 0.64
Legal scttiements 26 015 — — 26 015
Business restructuring 22 013 1 0.01 23 0.14
Asbestos settlement—net? 17 010 — — 17 0.10
Earnings from insurance |
recoveries (24) (0.14) — —  (24) (0.19)

(3 in Millions, except per share amounts)

Twelve Months ended Continuing  Discontinued
December 31, 2005 Operations  Operations Total

' $ FEPS $§ EPS $  EDPS
$558 $3.27 $38 $0.22 $596 $3.49

Net income

Net income includes:

Charges related 10:

Legal settlements, net of

insurance 117 068 — — 117 0.68
Direct hurricane cosis 1 012 — — 21 0.12
Debt refinancing costs 12 007 — — 12 0.07
Asbestos settlement — net 13 008 — — 13 008
Assel impairment® — — 17 010 17 0.1¢

(1} Charge for estimated environmental remediation costs at our former
chromium manufacturing plant in jersey City, N.j. and at the Calcasieu
River estuary near our Lake Charles, La. facility.

(2) Net increase in the current value of the Company’s obligation relating
to asbestos claims under the PPG Settlement Arrangement.

(3) Asset impairment charge related to the firie chemicals business.

Results of Reportable Business Segments

Net sales Segment income
(Millions) 2006 2005 2006 2003
Performance Coatings $3.088 $2.668 $514  $464
Industrial Coatings 3,236 2,921 349 284

Optical and Specialty
Materials 904 791 217 199

1,483 1,531 285 313
1,150 1,117 99 60

Commodity Chemicals

Glass

Performance Coatings sales increased $420 million or
16% in 2006. Sales increased 8% due to acquisitions, 4%
due to higher selling prices in the refinish, aerospace and
architectural coatings businesses, 3% due to increased
volumes in our aerospace and architectural coatings
businesses and 1% due to the positive effects of foreign
currency translation. Segment income increased $50
million in 2006. The increase in segment income was
primarily due to the impact of increased sales volume and
higher selling prices, which more than offset the impact of
inflation. Segment income was reduced by increased
overhead costs to support growth in our architectural
coatings business.

Industrial Coatings sales increased $315 million or
11% in 2006. Sales increased 4% due 10 acquisitions, 4%
due 1o increased volumes in the automotive, industrial
and packaging coatings businesses, 2% due to higher
selling prices, particularly in the industrial and packaging
coatings businesses, and 1% due to the positive effecis of
foreign currency translation. Segment income increased
$65 million in 2006. The increase in segment income was
primarily due to the impact of increased sales volume,
lower overhead and manufacturing costs, and the impact
of acquisitions. Segment income was reduced by the
adverse impact of inflation, which was substantially offset
by higher selling prices.

Optical and Specialty Materials sales increased $113
million or 14% in 2006. Sales increased 8% due to higher
volumes, particularly in optical products, 5% due to
acquisitions in our optical products business and 1% due
to higher selling prices. Segment income increased $18
million in 2006. The increase in segment income was
primarily due to increased volumes, lower manufacturing
cosls and the absence of the 2005 hurricane costs of $3
million, net of 2006 insurance recoveries, which were
only partially offset by increased overhead costs in cur
optical products business to support growth and the
negative impact of inflation.

Commodity Chemicals sales decreased $48 million or
3% in 2006. Sales decreased 4% due to lower chlor-alkali
volumes and increased 1% due to higher selling prices.
Segment income decreased $28 million in 2006. The year-
over-year decline in segment income was due primarily to
lower sales volumes and higher manufacturing costs
associated with reduced production levels. The absence of
the 2005 charges for direct costs related to hurricanes
increased segment income by $29 million. The impact of
higher selling prices; lower inflation, primarily natural gas
costs; and an insurance recovery of $10 million related to
the 2005 hurricane losses also increased segment income i
in 2006, ‘

Our fourth-quarter chlor-alkali sales volumes and
earnings were negatively impacted by production outages ‘
at several customers over the last two months of 2006.

Glass sales increased $33 million or 3% in 2006. Sales
increased 2% due to improved volumes in our
performance glazings business and 1% due to higher
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selling prices in performance glazings. Segment income
increased $39 million in 2006. This increase in segment
income was primarily the result of higher selling prices,
higher equity earnings from our Asian fiber glass joint
ventures, higher other income and lower manufacturing
and natural gas costs, which more than offset the negative
impacts of higher inflation and lower margin mix of sales.

Our fiber glass business made progress during 2006
in achieving our multi-year plan 1o improve profitability
and cash flow. A transformation of our supply chain,
which includes production of a more focused product mix
at each manufacturing plant, manufacturing cost
reduction initiatives and improved equity earnings from
our Asian joint ventures are the primary focus and
represent the critical success factors in this plan. During
2006, our new joint venture in China started producing
high labor content fiber glass reinforcement products,
which allows us to refocus our U.S. production capacity
on higher margin, direct process products. The 2006
earnings improvement by our fiber glass business
accounted for the bulk of the 2006 improvement in the
Glass reportable business segment income.

See Note 24, “Reportable Business Segment
Information,” under Item 8 of this Form 10-K for further
information related to our operating segments and
reportable business segments.

Other Significant Factors

The effective tax rate on pretax earnings [rom continuing
operations in 2006 was 25.1% compared to 29.0% in
2005. The effective tax rate on earnings from continuing
operations in 2006 included the benefit of a tax refund
from Canada resulting from the favorable resolution of a
tax dispute dating back to 1998 and a 1ax benefit related
10 the settlement with the Internal Revenue Service of our
tax returns for the years 2001-2003. In the aggregate,
these benefits reduced 2006 income tax expense by $39
million. The 2006 effective tax rate also included a tax
benefit of 36% on the charge for business restructuring
and a tax benefit of 39% on the third quarter
environmental remediation charge for sites in New Jersey
and Louisiana, on the charges for legal settlements, and
on the adjustment 1o increase the current value of the
Company’s obligation relating to asbestos claims under
the PPG Settlement Arrangement, as discussed in Note 15,
“Commitments and Contingent Liabitities” under Item 8
of this Form 10-K. Income tax expense of 39% was
recognized on certain insurance recoveries, and income
tax expense of 31.0% was recognized on the remaining
pretax earnings from continuing operations in 2006. The
effective tax rate on earnings from continuing operations
in 2005 included a tax benefit of 39% on the charge for
the Marvin legal settlernent net of insurance recaveries,
the settlement of the federal glass class action antitrust
case, the charge for debt refinancing costs and the
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adjusiment to increase the current value of the Company's
obligation relating to asbestos claims under the PPG
Settlement Arrangement. The 2005 effective tax rate also
included tax expense of $9 million related to dividends
repatriated under the American Jobs Creation Act of 2004
and tax expense of 30.3% on the remaining pretax earnings.

The effective 1ax rate on pretax earnings from
discontinued operations in 2006 was 37.8% compared to
39.4% in 2005.

Commitments and Contingent Liabilities, including
Environmental Matters

PPG is involved in a number of lawsuits and claims, both
actual and potential, including some that it has asserted
against others, in which substantial monetary damages are
sought. See Item 3, “Legal Proceedings” and Note 15,
“Commitments and Contingent Liabilities,” under Item 8
of this Form 10-K for a description of certain of these
lawsuits, including a description of the proposed PPG
Settlement Arrangement for asbestos claims announced on
May 14, 2002 and a description of the antitrust suits
against PPG related to the flat glass and automotive refinish
industries. As discussed in ltem 3 and Note 15, although
the result of any future litigation of such lawsuits and
claims is inherently unpredictable, management believes
that, in the aggregate, the outcome of all lawsuits and
claims involving PPG, including asbestos-related claims in
the event the PPG Settlement Arrangement described in
Note 15 does not become effective, will not have a material
effect on PPG’s consolidated financial position or liguidity;
however, any such outcome may be material to the results
of operations of any particular period in which costs, if any,
are recognized.

It is PPG's policy to accrue expenses for
environmental contingencies when it is probable that a
liability has been incurred and the amount of loss can be
reasonably estimated. Reserves for environmental
contingencies are exclusive of claims against third parties
and are generally not discounted. Management anticipates
that the resclution of the Company's environmental
contingencies will occur over an extended period of time.
As of December 31, 2007 and 2006, PPG had reserves for
environmental contingencies totaling $276 million and
$282 million, respectively, of which $57 million and $65
million, respectively, were classified as current liabilities.
Pretax charges against income for environmental
remediation costs in 2007, 2006 and 2005 totaled $12
million, $207 million and $27 million, respectively, and
are included in “Qther charges” in the consolidated
statement of income. Cash outlays related to such
environmental remediation aggregated $19 million, $22
million and $14 million, in 2007, 2006 and 2005,
respectively.

In addition to the amounts currently reserved for
environmental remediation, the Company may be subject
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|
to loss contingencies related to environmental matters
estimated to be as much as $200 million to $300 million,
which range is unchanged since Dedember 31, 2006. Such
unreserved losses are reasonably possible but are not
currently considered to be probable of occurrence.

Charges for estimated environmental remediation
costs in 2006 were significantly higher than our historical
range. Our continuing efforts to analyze and assess the
environmental issues associated with a former chromium
manufacturing plant site located in Jersey City, NJ and at
the Calcasieu River Estuary located near our Lake
Charles, LA chlor-alkali plant resulted in a pre-tax charge
of $173 million in the third quarter of 2006 for the
estimated costs of remediating these sites. Excluding
2006, pretax charges against income have ranged between
$10 million and $49 million per year for the past 15 years.
We anticipate that charges against income in 2008 for
environmental remediation costs will be within this
historical range. '

Management expects cash outlays for environmental
remediation costs to be approximately $45 million in
2008 and to range from $35 millionito $60 million
annually through 2012. It is possible that technological,
regulatory and enforcement developments, the results of
environmental studies and other factors could alter our
expectations with respect to charges against income and
future cash outlays. Specifically, the level of expected cash
outlays is highly dependent upon activity related to the
former chromium manufacturing plant site in New Jersey,
as PPG awaits approval of workplans that have been
submitted to the applicable regulatory agencies.

Impact of Inflation [

In 2007, the increase in our costs due to the negative
effects of inflation, including the impact of higher raw
material costs in our Industrial Coatings reportable
segment, was not offset by higher sellmg prices. Higher
selling prices did offset the neganve impact of inflation in
our Performance Coatings and Opncal and Specialty
Materials reportable segments. However, in our Industrial
Coatings, Commodity Chemicals and Glass reportable
segments, the negative impact of inflation was not offset
by higher selling prices. ‘

In 2006, the increase in our costs due to the negative
effects of inflation, including the impact of higher raw
material costs in our coatings businesses, was offset by
higher selling prices in our Industrial Coatings,
Performance Coatings and Commodity Chemicals
reportable segments and by reduced manufacturing costs
in our Glass and Optical and Spec1a1ty Materials
reportable segments.

In 2005, the increase in our costs due to the negative
effects of inflation, including the impact of higher
coatings raw material costs and higher energy costs in our
Glass and Commodity Chemicals businesses were offset

by higher selling prices in our Commodity Chemicals and
Performance Coatings reportable segments but were not
offset by the combination of higher selling prices and
lower manufacturing costs in our Industrial Coatings,
Optical and Specialty Materials and Glass reportable
segments.

In 2008, we expect the negative impact of inflation on
raw materials, energy and employee benefit costs to
slightly exceed the combined impacts of productivity
improvements, lower manufacturing costs and higher
selling prices. Lower manufacturing costs and
productivity improvements are not expected to offset the
negative impacts of lower selling prices and inflation,
primarily in the cost of raw materials and energy, in our
Industrial Coatings and Commodity Chemicals reporting
segments. In our remaining reportable segments, the
combination of higher selling prices, lower manufacturing
costs and productivity improvements s expected to more
than offset negative inflationary impacts.

Liquidity and Capital Resources

During the past three years, we had sufficient financial
resources 10 meet our operating requirements, to fund our
capital spending, share repurchases and pension plans
and to pay increasing dividends to our shareholders.

Cash from operating activities was $996 million,
$1,115 million and $1,071 million in 2007, 2006 and
2005, respectively. Capital spending was $584 millton,
$738 million and $352 million in 2007, 2006 and 2005,
respectively. This spending related to modernization and
productivity improvements, expansion of existing
businesses, environmental control projects and business
acquisitions, which amounted to $231 million, $387
million and $91 million in 2007, 2006 and 2003,
respectively. We also assumed $80 million in debt in
connection with acquisitions in 2006. Capital spending,
excluding acquisitions, is expected to be approximately
$470 million during 2008.

Total current assets less total current liabilities (net
working capital) increased $436 miltion to $2,475 million
at December 31, 2007 from $2,039 million at
December 31, 2006. The increase in net working capital is
principally related to the $374 million increase in sales in
the fourth quarter of 2007 as compared 1o 2006, the
impact of foreign currency translation, the impact of 2007
acquisitions and an increase in the business outside the
U.S. where the working capital intensity is greater.
Accounts receivable as a percent of annual net sales for
2007 increased to 21.4 percent from 20.4 percent in 200€.
Days sales outstanding increased to 72 days in 2007 from
69 days in 2006. Inventories as a percent of annual net
sales remained stable at 12.2 percent in 2007 and 2006.
Inventery turnover decreased to 5.5 times in 2007
compared to 5.8 times in 2006,
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On January 2, 2008, PPG completed the acquisition
of SigmaKalon Group (“SigmaKalon™), a worldwide
coatings producer based in Uithoorn, Netherlands, from
global private investment firm Bain Capital (“the seller™).
SigmaKalon produces architectural, protective and marine
and industrial coatings and is a leading coatings supplier
in Europe and other key markets across the globe, with an
increasing presence in Africa and Asia.

The total transaction value was approximately $3.2
billion, consisting of cash paid to the seller of $1,673
million and debt assumed of $1,517 million. The cash
paid to the seller consisted of €717 million ($1,056
million) and $617 million.

In order to provide financing for the Slgma}(alon
acquisition, in December 2007, PPG and certain of its
subsidiaries entered into a three year €650 million
revolving credit facility with several banks and financial
institutions and Societe Generale, as facility agent for the
lenders. In addition, PPG and a subsidiary entered into
two bridge loan agreements, one in an amount of €1
billion with multiple lenders and Credit Suisse as
administrative agent for those lenders and the other in the
amount of $500 million with Credit Suisse as the lender.
Each bridge loan has a term of 364 days.

In December 2007, PPG issued $617 million of
commercial paper and borrowed $1,056 million (€717
million) under the €1 billion bridge loan agreement. The
proceeds from these borrowings were deposited into
escrow in December 2007. Upon closing of the
acquisition on January 2, 2008, these amounts were
released from escrow and paid to the seller. Also in
January 2008, PPG borrowed $1,143 million, representing
the remaining $417 million (€283 million) available
under the €1 billion bridge loan agreement and $726
million (€493 million) under the €650 million revolving
credit facility. The proceeds from these borrowings and
cash on hand of $116 million were used to repay $1,259
million of the SigmaKalon debt assumed in the
acquisition, No amounts have been borrowed under the
$500 million bridge loan agreement.

Dividends paid to shareholders totaled $335 million,
$316 million and $316 million in 2007, 2006 and 2003,
respectively. PPG has paid uninterrupled dividends since
1899, and 2007 marked the 36th consecutive year of
increased dividend payments to shareholders. Over time,
our goal is to sustain our dividends at approximately one-
third of our earnings per share.

During 2007, the Company repurchased 3.7 million
shares of PPG common stock at & cost of $274 million
under a previously authorized share repurchase program.
During 2006, the Company repurchased 2.3 million
shares of PPG common stock at a cost of $153 million and
during 2005, the Company repurchased 9.4 million shares
of PPG common stock at a cost of $607 million.
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Cash contributions to our employee stock ownership
plan ("ESOP"} and related expense were reduced by $30
million in 2007 by the appreciation on old PPG shares
purchased prior to December 31, 1992 allocated to
participant accounts during 2007. All such shares have
been allocated to participants accounts as of December 31,
2007. As such, there will be no corresponding reduction in
cash contributions to the ESOP or expense in 2008.

On August 17, 2006, the Pension Protection Act of
2006 (the “PPA”") was signed into law, changing the
funding requirements for our U.S. defined benefit pension
plans beginning in 2008. Under current funding
requirements, PPG did not have to make a mandatory
contribution to our U.S. plans in 2007, and we do not
expect to have a mandatory contribution to these plans in
2008. We are currently evaluating the impact that PPA
will have on our funding requirements for 2009 and
beyond. In 2007, 2006 and 2005 we made voluntary
contributions to our U.S. defined benefit pension plans of
$100 million, $100 million and $4 million, respectively,
and contributions to our non-U.5. defined benefit pension
plans of $49 million, $24 million and $26 million,
respectively, some of which were required by local
funding requirements. We expect to make mandatory
contributions to our non-U.5. plans in 2008 of
approximately $62 million and we may make voluntary
contributions to our U.S. plans.

The ratio of total debt, including capital leases, to total
debt and equity was 42% at December 31, 2007 and 28% at
December 31, 2006. The increase in 2007 is primarily due
to the additional debt borrowed in December to finance the
acquisition of SigmaKalon on January 2, 2008,

Cash from operations and the Company’s debt
capacily are expected to continue to be sulficient to fund
capital spending, including acquisitions, share
repurchases, dividend payments, contributions to pension
plans, amounts due under the proposed PPG Settlement
Arrangement and operating requirements, including
PPG’s significant contractual obligations, which are
presented in the following table along with amounts due
under the proposed PPG Settlement Arrangement:

Obligations Due In:

2009-  2011-
(Millions) Total 2008 2010 2012 Thereafter
Contractual Obligations
Long-term debt $1,200 $ — $116 % 71 $1,014
Short-term debt 1,818 1,818 — — _
Capital lease obligations 1 1 — — —
Operating leases 320 91 121 64 44
Intevest payments' 751 165 140 127 319
Pension contributions® 62 62 — — —
Unrecognized tax
benefits™ 12 12 — — —
Unconditional
purchase obligations 791 210 167 93 321
. Total $4.956 $2,359 $544 $355 $1,698
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Obligations Due In:

2009-  2011-
{Millions)} Total 2008 2010 2012 Thereafter
Asbestos Settlement
Aggregate cash payments ~ $ 998 $450 $64  $30 $454
PPG stock and other 143 143 — — —
Total $1,141 $593 $64 $30  $454

(1) Includes interest on all outstanding debt. Interest for variable-rate debt
instruments is based on effective rates at December 31, 2007 Interest
for fixed-rate debt instruments have been adjusted for the impact of
interest rate swaps using the effective rate at December 31, 2007.
Includes the estimated pension contribution for 2008 only, as PPG is
unable to estimate the pension contributions beyond 2008.

Excludes $98 million of accrued lability for unrecognized tax benefits
as we cannot reasonably estimate the timing of settlement.

We have recorded an obligation equal to the net present value of the
aggregate cash payments, along with the PPG stock and other assets to
be contributed to the Asbestos Settlement Trust. However, PPG has no
obligation to pay any amounts under this settlement until the Effective
Date, as more fully discussed in Note 15, “Commitments and
Contingent Liabilities,” under Item 8 of this Form 10-K.

)
3)
(4)

The unconditional purchase commitments are principally
take-or-pay obligations related to the purchase of certain
materials, including industrial gases, natural gas, coal and
electricity, consistent with customary industry practice.
These also include PPG’s commitment to purchase
electricity and steam from the RS Cogen joint venture
discussed in Note 6, “Investments,” under Item 8 of this
Form 10-K.

See Note 9, “Debt and Bank Credit Agreements and
Leases,” under Item 8 of this Form 10-K for details
regarding the use and availability of committed and
uncommitted lines of credit, letters of credit, guarantees
and debt covenants.

In addition to the amounts available under the lines
of credit, the Company has an automatic shelf registration
on file with the SEC pursuant to which it may issue, offer
and sell from time to time on a continuous or delayed
basis any combination of securities in one or more
offerings. '

Off-Balance Sheet Arrangements

The Company's off-balance sheet arrangements include
the operating leases and unconditional purchase
obligations disclosed in the “Liquidity and Capital
Resources” section in the contractual obligations table as
well as letters of credit and guarantees as discussed in
Note 9, “Debt and Bank Credit Arrangements and Leases,”
under Item 8 of this Form 10-K. '

Critical Accounting Estimates
Management has evaluated the accounting policies used in
the preparation of the financial statements and related
notes presented under ltem 8 of this Form 10-K and
believes those policies to be reasonable and appropriate.
We believe that the most critical accounting estimates used
in the preparation of cur financial statements relate 1o
accounting for contingencies, under which we accrue a loss
|

when it is probable that a liability has been incurred and
the amount can be reasonably estimated, and to accounting
for pensions, other postretirement benefits, goodwill and
other identifiable intangible assets with indefinite lives
because of the importance of management judgment in
making the estimates necessary 1o apply these policies.

Contingencies, by their nature, relate to uncertainties
that require management o exercise judgment both in
assessing the likelihood that a liability has been incurred
as well as in estimating the amount of potential loss. The
most important contingencies impacting our finrancial
statements are those related to the collectibility of
accountis receivable, to environmenital remediation, to
pending, impending or overtly threatened litigation against
the Company and to the resolution of matters related to
open 1ax years. For more information on these matters, see
Note 4, “Working Capital Detail,” Note 13, “Income
Taxes” and Note 15, “Commitments and Contingent
Liabilities” under ltem 8 of this Form 10-K.

Accounting for pensions and other postretirement
benefits involves estimating the cost of benefits to be
provided well into the future and attributing that cost
over the time period each employee works. To accomplish
this, extensive use is made of assumptions about inflation,
investment returns, mortality, turnover, medical costs and
discount rates. These assumptions are reviewed annually,
See Note 14, “Pensions and Other Postretirement
Benefits,” under ltem 8 for information on these plans and
the assumptions used.

The discount rate used in accounting for pensions
and other postretirement benefits is determined by
reference 10 a current yield curve and by considering the
timing and amount of projected future benefit payments.
The discount rate assumption for 2008 is 6.45% for our
U.S. defined benefit pension and other postretirement
benefit plans. A reduction in the discount rate of 50 basis
points, with all other assumptions held constant, would
increase 2008 net periodic benefit expense for our defined
benefit pension and other postretirement benefit plans by
approximately $10 million and $5 million, respectively.

The expected return on plan assets assumption used
in accounting for our pension plans is determined by
evaluating the mix of investments that comprise plan
assets and external forecasts of future lang-term
investment returns. For 2007, the return on plan assets
assumption for our U.S. defined benefit pension plans was
8.5%. We will use the same assumption for 2008. A
reduction in the rate of return of 50 basis points, with

. other assumptions held constant, would increase 2008 net

periodic pension expense by approximately $13 million.

Net periodic benefit cost for our U.5. defined benefit
pension and other postretirement benefit plans for the
year ended December 31, 2005 was calculated using the
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GAM 83 mortality table, a commonly used mortality
table. In 2006, we began 10 use RP 2000, a newer and
more relevant mortality table to calculate net periodic
benefit costs for these plans. This change in the mortality
assumption in 2006 increased net periodic benefit costs
by approximately $13 million and $4 million for our
defined benefit pension and other postretirement benefit
plans, respectively.

As discussed in Note 1, “Summary of Significant
Accounting Policies,” under Item 8 of this Form 10-K, the
Company tests goodwill and identifiable intangible assets
with indefinite lives for impairment at least annuaily by
comparing the [air value of the reporting units to their
carrying values. Fair values are estimated using discounted
cash flow methodologies that are based on projections of
the amounts and timing of future revenues and cash flows.
Based on this testing, none of our goodwill or identifiable
intangible assets with indefinite lives was impaired as of
December 31, 2007.

As part of our ongoing financial reporting process, a
collaborative effort is undertaken involving PPG managers
with functional responsibility for financial, credit,
environmental, legal, tax and benefit matters. The results of
this effort provide management with the necessary
infermation on which to base their judgments on these
contingencies and to develop the estimates and
assumptions used to prepare the financial statements.

‘We believe that the amounts recorded in the financial
statements under Item 8 of this Form 10-K related 10
these contingencies, pensions, other postretirement
benefits, goodwill and other identifiable intangible assets
with indefinite lives are based on the best estimates and
judgments of the appropriate PPG management, although
actual outcomes could differ from our estimates.

Currency

During 2007, the U.S. dollar weakened against certain of
the currencies in the countries in which PPG operates,
most notably against the euro, the Canadian dollar and
the Brazilian real. The effects of translating the net assets
of PPG’s operations denominated in non-U.S. currencies
to the U.S. dollar increased consclidated net assels at
December 31, 2007 by $260 million compared to
December 31, 2006. In addition, the weaker U.S. dollar
had a favorable impact on 2007 pretax earnings of $47
million.

During 2006, the U.S. dollar weakened against the
currencies of most of the countries in which PPG operates,
most notably against the euro, the British pound sterling
and the Australian dollar. The effects of translating the net
assets of PPG’s operations denominated in non-U.5.
currencies to the U.S. dollar increased cansolidated net
assets by $179 million for the year ended December 31,
2006. In addition, the weaker U.S. dollar had a favorable
impact on 2006 pretax earnings of $9 million.
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The U.S. dollar was weaker than the euro and the
British pound sterling for most of the first eight months of
2005 when compared with currency rates of 2004. The
U.S. dollar strengthened against these currencies during
the last four months of 2005. The effects of translating the
net assets of PPG’s operations denominated in non-U.S.
currencies to the U.S. dollar decreased consolidated net
assets by $215 million for the year ended December 31,
2005. The effect of currency rate changes over the course
of the year had a net favorable eflect on 2005 pretax
earnings of $8 million.

Forward-Looking Statements

The Private Securities Litigation Reform Act of 1995
provides a safe harbor for forward-looking statements
made by or on behalf of the Company. Management’s
Discussion and Analysis and other sections of this Annual
Report contain forward-looking statements that reflect the
Company’s current views with respect to future events
and financial performance,

Forward-looking statements are identified by the use of
the words “aim,” “believe,” “expect,” “anticipate,” “intend,”
“estimate” and other expressions that indicate future events
and trends. Any forward-looking statement speaks only as
of the date on which such statement is made and the
Company undertakes no obligation to update any forward-
looking statement, whether as a result of new information,
future events or otherwise. You are advised, however, to
consult any further disclosures we make on related subjects
in our reporis to the Securities and Exchange Commission.
Also, note the following cautionary statements.

» oy

Many factors could cause actual results to differ
materially from the Company's forward-looking
statements. Such factors include increasing price and
product competition by foreign and domestic competitors,
fluctuations in cost and availability of raw materials, the
ability to maintain [avorable supplier relationships and
arrangements, difficulties in integrating acquired
businesses and achieving expected synergies therefrom,
economic and political conditions in international
markets, the ability to penetrate existing, developing and
emerging foreign and domestic markets, which also
depends on economic and political conditions, foreign
exchange rates and fluctuations in such rates, the impact
of environmental regulations, unexpected business
disruptions and the unpredictability of existing and
possible future litigation, including litigation that could
result if PPG’s Settlement Agreement for asbestos claims
does not become effective. However, it is not possible to
predict or identify all such factors. Consequently, while
the list of factors presented here is considered
representative, no such list should be considered to be a
complete statement of all potential risks and
uncertainties. Unlisted factors may present significant
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additional obstacles to the realization of forward-looking
statements.

Consequences of material differences in the results
compared with those anticipated in the forward-looking
statements could include, among other things, business
disruption, operational problems, financial loss, legal
liability to third parties, other factors set forth in ltem 1a
of this Form 10-K and similar risks, any of which could
have a material adverse effect on the Company’s
consolidated financial condition, results of operations or
liquidity. -

Item 7a. Quantitative and Qualitative Disclosures
About Market Risk

PPG is exposed to market risks related to changes in foreign
currency exchange rates, interest rates, and natural gas prices
and to changes in PPG's stock price. The Company may
enter into derivative financial instrument transactions in
order to manage or reduce these market risks. A detailed
description of these exposures and the Company’s risk
management policies are provided in Note 11, “Derivative
Financial Instruments and Hedge Activities,” under Item 8 of
this Form 10-K.

The following disclosures summarize PPG’s exposure
to market risks and information regarding the use of and
fair value of derivatives employed 10 manage its exposure
to such risks. Quantitative sensitivity analyses have been
provided to reflect how reasonably possible, unfavorable
changes in market rates can impact PPG’s consolidated
results of operations, cash flows and financial position.

Foreign currency forward and option contracts
outstanding during 2007 and 2006 were used to hedge
PPG’s exposure to foreign currency transaction risk. The
fair value of these contracts as of December 31, 2007 and
2006 were assets of $0.4 million and $2 million,
respectively. The potential reduction in PPG’s earnings
resulting from the impact of adverse changes in exchange
rates on the fair value of its outstanding foreign currency
hedge contracts of 10% for European currencies and 20%
for Asian and South American currencies for the years
ended December 31, 2007 and 2006 would have been
$0.3 miltion and $2 million, respectively.

In December 2007, PPG borrowed €717 million
under the €1 billion bridge loan agreement established in
December 2007 to finance a portion.of the anticipated
acquisition of SigmaKalon. The euro proceeds were
converted to $1,056 million and deposited into escrow
until the closing of the transaction on January 2, 2008. On
the same day the $1,056 million was placed into escrow,
the Company entered into a foreign currency forward
contract to convert the U.S. dollars back to €717 million.

A 10% decline in the value of the euro would have
resulted in a decline in the fair value of this forward
contract by $106 million, which would have been
substantially offset by a gain on the €717 million loan.

PPG had non-U.5. dollar denominated debt of $1,636
million as of December 31, 2007 and $472 million as of
December 31, 2006. A weakening of the U.S. dollar by
10% against European currencies and by 20% against
Asian and South American currencies would have resulted
in unrealized transtation losses of approximately $203
million and $63 million as of December 31, 2007 and
2006, respectively.

Interest rate swaps are used to manage a portion of
PPG’s interest rate risk. The fair value of the interest rate
swaps was an asset of $6 million as of December 31, 2007
and a liability of $7 million as of December 31, 2006. The
fair value of these swaps would have decreased by $8
million and $2 million as of December 31, 2007 and 2006,
respectively, il variable interest rates increased by 10%. A
10% increase in interest rates in the U.S., Canada, Mexico
and Europe and a 20% increase in interest rates in Asia
and South America would have affected PPG’s variable
rate debt obligations by increasing interest expense by
approximately $10 million as of December 31, 2007 and
$2 million as of December 31, 2006. Further, a 10%
reduction in interest rates would have increased the
present value of the Company’s fixed rate debt by
approximately $48 million and $51 million as of
December 31, 2007 and 2006, respectively; however, such
changes would not have had an effect on PPG'’s annual
earnings or cash flows.

The fair value of natural gas swap contracts in place
as of December 31, 2007 and 2006 was a liabitity of $8
million and $25 million, respectively. These contracts
were entered into to reduce PPG’s exposure to higher
prices of natural gas. A 10% reduction in the price of
natural gas would result in a loss in the fair value of the
underlying natural gas swap contracts outstanding as of
December 31, 2007 and 2006 of approximately $26
million and $23 million, respectively.

An equity forward arrangement was entered into to
hedge the Company's exposure to changes in fair value of
its future obligation to contribute PPG stock into an
asbestos settlement trust (see Note 11 “Derivative Financial
Instruments and Hedge Activities” and Note 13,
“Commitments and Contingent Liabilities,” under liem 8
of this Form 10-K}. The fair value of this instrument as of
December 31, 2007 and 2006 was an asset of $18 million
and $14 million, respectively. A 10% decrease in PPG's
stock price would have reduced the value of this
instrument by $6 million as of December 31, 2007 and
2006.
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Item 8. Financial Statements and Supplementary Data

Internal Controls - Report of Independent Registered Public Accounting Firm
To the Board of Directors and Shareholders of PPG Industries, Inc.

We have audited the internal control over financial reporting of PPG Industries, Inc. and subsidiaries (the “Company™)
as of December 31, 2007, based on criteria established in Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission. The Company’s management is responsible for
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting, included in the accompanying Management Report. Our responsibility is to express an
opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Qur audit included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists,
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and
performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the
company's principal executive and principal financial officers, or persons performing similar functions, and effected by
the company's board of directors, management, and other personnel o provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary 10 permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3} provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a matertal effect on the
financial statements,

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion
or improper management override of controls, material misstatements due to error or raud may not be prevented or
detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over financial
reporting to future periods are subject to the risk that the controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting
as of December 31, 2007, based on the criteria established in Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission,

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated financial statements and financial statement schedute as of and for the year ended December 31,
2007 of the Company and our report dated February 21, 2008 expressed an unqualified opinion on those financial
statements and financial statement schedule and included an explanatory paragraph relating to the Company’s adoption
of FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes, an interpretation of FASB Statement No.
109" and, Statemnent of Financial Accounting Standards No. 158, “Employers’ Accounting [or Delined Benefit Pension
and Other Postretirement Plans, an amendment of FASB Statements No. 87, 88, 106, and 132(R).”

Dbt  Toucke i.0r

Deloitte & Touche LLP
Pittsburgh, Pennsylvania
February 21, 2008
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Management Report

Responsibility for Preparation of the Financial Statements and Establishing and Maintaining Adequate Internal Control Over Financial
Reporting

We are tesponsible for the preparation of the financial statements included in this Annual Report. The financial statements were
prepared in accordance with accounting principles generally accepted in the United States of America and include amounts that are
based on the best estimates and judgments of management.

We are also responsible for establishing and maintaining adequate internal control over financial reporting. Our internal control
system is designed to provide reasonable assurance concerning the reliability of the financial data used in the preparation of PPG's
financial statements, as well as 1o safeguard the Company’s assets from unauthorized use or disposition.

All internal control systems, no matter how well designed, have inherent limitations. Therelore, a system of internal control over
financial reporting can provide only reasonable assurance and may not prevent or detect misstatements. In addition, because of
changing conditions, there is risk in projecting any evaluation of internal controls to future periods.

We conducted an evaluation of the effectiveness of the Company's internal control over financial reperting as of December 31,
2007. In making this evaluation, we used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) in Internal Control - Integrated Framework. Qur evaluation included reviewing the documentation of our
controls, evaluating the design effectiveness of our controls and testing their operating effectiveness. Based on this evaluation we
believe that, as of December 31, 2007, the Company's internal controls over financial reporting were effective and provide reasonable
assurance that the accompanying financial statements do not contain any material misstatement.

Deloitte & Touche LLP, an independent registered public accounting firm, has issued their report, included on page 32 of this
Form 10-K, regarding the Company’s internal control over financial reporting.

Clrce 2 et A et

Charles E. Bunch William H. Hernandez
Chairman of the Board Senior Vice President, Finance and
and Chief Executive Officer Chief Financial Officer

February 21, 2008

Consolidated Financial Statements - Report of Independent Registered Public Accounting Firm

To the Board of Directors and Sharehelders of PPG Industries, Inc.

We have audited the accompanying consolidated balance sheets of PPG Industries, Inc. and subsidiaries (the “Company™) as of
December 31, 2007 and 2006, and the related consolidated statements of income, shareholders’ equity, comprehensive income and
cash flows for each of the three years in the period ended December 31, 2007. Our audits also included the financial schedule listed in
Item 15(b). These financial statements and the financial statement schedule are the responsibility of the Company's management. Qur
responsibility is to express an opinion on these financial statements and the financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion. '

In our opinicen, such consolidated financial statements present fairly, in all material respects, the financial position of PPG
Industries, Inc. and subsidiaries as of December 31, 2007 and 2006, and the results of their operations and their cash flows for each of
the three years in the period ended December 31, 2007, in conformity with accounting principles generally accepted in the United
States of America. Also, in our opinion, such financial statement schedule, when considered in relation to the basic consolidated
financial statements taken as a whole, presents fairly, in all material respects, the information set forth therein.

As discussed in Note 1 to the consolidated financial statements, on January 1, 2007 the Company adopted the provisions of FASB
Interpretation No. 48, “Accounting for Uncertainty in Income Taxes, an interpretation of FASB Statement No. 109.” Also, on
December 31, 2006, the Company changed its method of accounting for pensions and other postretirement benefits by adopling
Statement of Financial Accounting Standards No. 158, “Empldyers' Accounting for Defined Benefit Pension and Other Postretirement
Plans, an amendment of FASB Statemenis No, 87, 88, 106, and 132(R).”

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
Company’s internal control over financial reporting as of December 31, 2007, based on the criteria established in lnternal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated
February 21, 2008 expressed an unqualified opinion on the Company's internal control over financial reporting,

HM V"?C;—a{a.— N

Deloitte & Touche LLP
Pittsburgh, Pennsylvania
February 21, 2008
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Consolidated Statement of Income

For the Year
(Miltions, except per share amounts) 2007 2006 2005
Net sales $11,206  $9.861 $9,028
Cost of sales, exclusive of depreciation and amortizaticn 7,087 6,153 5,597
Selling, general and administrative 2,136 1833 1628
Depreciation 322 298 293
Research and development — net (See Note 22) 339 305 204
Interest 93 83 81
Amortization (See Note 7) 58 43 32
Asbestos settlement — net (See Notes 11 and 15) 24 28 22
Business restructuring (See Note 8) — 35 —
Other charges (See Notes 8, 9 and 15) 59 252 308
Other earnings (See Note 19) (155} (131} (107)
Income from continuing operations before income taxes and minority interest 1,243 962 880
Income tax expense (See Note 13) 355 241 255
Minority interest ) 73 68 67
Income [rom continuing operations, net of tax 815 653 558
Income from discontinued operations, net of tax (Note 3) 19 58 38
Net income $ 834 3 711 3% 596
Earnings per common share (See Note 12)
Income from continuing operations 495 % 394 $ 3.29
Income from discontinued operations (See Note 3) 012 $ 035 § 022
Net income 507 § 429 $ 351
Eamings per common share — assuming dilution (See Note 12)
Income from continuing operations $§ 491 $ 392 §$ 327
Income from discontinued operations (See Note 3) $ 012 $ 035 % 022
Net Income $ 503 $ 427 $ 349

The accompanying notes to the consolidated financial statements are an integral part of this consolidated statement.
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Consolidated Balance Sheet

December 31
(Restated, Sce
Note 1)
(Millions) 2007 2006
Assets

Current assets
Cash and cash equivalents

$ 526 $ 443

Cash held in escrow (See Note 2) 1,706 —
Receivables (See Note 4) ’ 2,398 2,016
Inventories (See Note 4) 1,368 1,203
Deferred income taxes (See Note 13) 418 392
Other ! 232 180
Assets held for sale (See Note 3) 488 621
Total current assets 7,136 4,855
Property {See Note 5) 7,833 7,391
Less accumulated depreciation 5,407 5,084
Property — net 2,426 2,307
Invesiments (See Note 6) ' 360 343
Goodwill (See Note 7) ) 1,476 1,337
Identifiable intangible assets — net {See Note 7) 612 582
Other assets {See Notes 13 and 14) 619 643

Total

$12,629 $10,067

Liabilities and Shareholders’ Equity
Current liabilities

Short-term debt and current portion of long-term debt (See Notes 2 and 9)

$ 1,819 $. 140

Asbestos settlement (See Note 15) 593 557
Accounts payable and accrued liabilities (See Note 4) 2,150 1,991
Liabilities of businesses held for sale (See Note 3) 99 128
Total current liabilities 4,661 2,816
Long-term debt (See Note 9) 1,201 1,155
Asbestos settlement (See Note 15). 324 332
Deferred income taxes (See Note 13) 164 136
Accrued pensions (See Notes 1 and 14) 3906 628
Other postretirement benefits (See Notes 1 and 14) 997 1,028
Other liabilities (See Note 14) 602 571
Total liabilities 8,345 6,666
Commitments and contingent liabilities {See Note 15)
Minority interest 133 121
Shareholders’ equity (See Note 16)
Common stock 484 184
Additional paid-in capital 553 408
Retained earnings 7,963 7,453
Treasury stock, at cost (4,267) (4,101)
Unearned compensation (See Note 1) _ (25)
Accumulated other comprehensive loss (See Note 17) (582) (939)
Total shareholders’ equity 4,151 3,280

Total

$12,629 $10,067

Shares outstanding were 163,800,668 and 164,081,753 as of December 31, 2007 and 2006, respectively.

The accompanying notes to the consolidated financial statements are an integral part of this consolidated statement.
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Consolidated Statement of Shareholders’ Equity

Accumulated

Additional Unearned Com;cn)::ff;nsivc

Common  Paid-In  Retained Treasury Compensation (Loss) Income
(Millions) Stock Capital  Earnings  Stoch (See Note 1) (See Note 17) Total
Balance, January 1, 2005 $484 $249 $6,776 $(3,455) $(47) $(435) $3,572
Net income — — 596 — — — 596
Other comprehensive loss, net of tax - — — — — — (384) (384)
Cash dividends — — (316) — — —  (316)
Purchase of treasury stock — — — {607) — —  (607)
Issuance of treasury stock — 75 — 78 — — 133
Stock option activity — 28 — — — — 28
Repayment of loans by ESQOP — — — — 10 — 10
Other — — 1 — — — 1
Balance, December 31, 2005 $484 $352 $7,057 $(3,984) $(37) $(819) $3,053
Net income — — 711 — — — 711
Other comprehensive income, net of tax (restated,

See Note 1) — — — — — 339 339
Transition adjustment for adoption of SFAS No.

158 (restated, See Note 1) -— —_ — — — {(459) (459)
Cash dividends — —  (316) — — -— (316
Purchase of treasury stock —_ — — (153) — — (153}
Issuance of treasury stock — 25 — 36 — e 61
Stock option activity — 31 — — — — 31
Repayment of loans by ESOP — — — — 12 — 12
Other . _ — 1 _— — — 1
Balance, December 31, 2006 (restated, See Note 1) $484 $408 %7453 %(4,101) $(25) $(939) $3,280
Net income — — 834 — — —_ 834
Other comprehensive income, net of tax — _ — — — 357 357
Cash dividends — — (335) — — — {335)
Purchase of treasury stock — — — (274) — — {279
Issuance of treasury stock . — 102 — 108 — — 210
Stock option activity — 43 — — — — 43
Repayment of loans by ESOP — — — — 25 — 25
Transition adjustment for adoption of FASB

Interpretation No. 48 (See Note 1) — — 11 — — —_ 11
Balance, December 31, 2007 $484  $553 $7,963 $(4,267) $ — $(582) $4.151

Consolidated Statement of Comprehensive Income

For the Year
(Restated, See

Note 1)

(Millions) 2007 2006 2005
Net income $ 834 $ 711 $ 596
Other comprehensive income (loss), net of tax (See Note 17)

Unrealized currency translation adjustment 260 179 (215)

Defined benefit pension and other postretirement benefit adjustments

(See Notes 1 and 14) 90 170 (173)

Unrealized gains on marketable equity securities — 3 1

Net change - derivatives {See Note 11) 7 (13) 3
Other comprehensive income (loss), net of tax 357 339 (384)
Comprehensive income $1,191 $1,050 $ 212

The accompanying notes to the consolidated financial statements are an integral part of these consolidated statements.
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Consolidated Statement of Cash Flows

| For the Ycar
(Millions} . 2007 2006 2005
Operating activities
Nel income $§ 834 % 71l § 596
Less: Income from discontinued operations, net of tax (19) (58) 38)
Income from continuing operations, net of tax 815 653 558
Adjusiments to reconcile to cash [rom operations
Depreciation and amortization 380 341 315
Asbestos settlement, net of tax 15 17 13
Business restructuring — 35 —
Restructuring cash spending (15) 1) (4)
Bad debt expense., 14 13 22
Equity affiliate (¢arnings) loss ne’of dividends (9) (1" 6
{Decrease) increase in net accrued pension benelit costs (7) 2] 72
Increase in receivables : (237) (120) (130D
Increase in inventories . (55) {113) (30)
Increase in other current assets - (24) (11} (11)
Increase in accounts payable and accrued liabilities 79 72 195
Increase in noncurrent assets {101} (101} (83)
Increase in noncurrent liabilities 4 167 7
Other 65 50 44
Cash from operating activities — continuing operations 924 976 983
Cash from operating activities — discontinued operations 72 139 88
Cash from operating activities 996 1,115 1,071
Investing activities
Purchases of short-term investments (See Note 1) . — (963) (1,990)
Proceeds from sales of short-term investments (See Note 1) T © 963 2,040
Capital spending
Additions to property and investments ] (353) (351) (261)
Business acquisitions, net of cash balances acquired (231) (387 {91)
Reductions of other property and investments 66 39 28
Deposits held in escrow ) (1,718) (3) {67)
Release of deposits held in escrow 2 67 —
Cash used for investing activities — continuing operations (2,234} (635) 341}
Cash from (used for) investing activities - discontinued operations 27 (27) (24)
Cash used for investing activities - (2,207 (662) (365}
Financing activities
Net change in borrowings with maturities of three months or less 698 (4) 9
Proceeds from other shori-term debt 1,129 143 91
Repayment of other short-term debt (83) (212) (56
Proceeds from long-term debt ‘ — — 360
Repayment of long-term debt (71} (26) {186)
Repayment of loans by employee stock ownership plan 25 12 10
Purchase of treasury stock {274) (153) (507)
Issuance of treasury stock ) 194 55 138
Dividends paid (335) (316) (316}
Cash from (used for) financing activities — continuing operations 1,283 (501) (857)
Cash from financing activities — discontinued operations — — —
Cash from (used for) financing activities 1,283 (501) (857)
Effect of currency exchange rate changes on cash and cash equivalents 11 22 (36}
Net increase (decrease) in cash and cash equivalents 83 (26) (187>
Cash and cash equivalents, beginning of year 443 469 656
Cash and cash equivalents, end of year $ 526 % 443 $ 469

The accompanying notes to the consolidated financial statements are an integral part of this consolidated statement.
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Notes to the Consolidated Financial Statements

1. Summary of Significant Accounting Policies

Principles of consolidation

The accompanying consolidated financial staternents
include the accounts of PPG Industries, Inc. (*PPG” or
the “Company™), and all subsidiaries, both U.S. and
non-U.S., that we control. We own more than 50% of the
voling stock of the subsidiaries that we control.
Investments in companies in which we own 20% to 50%
of the voting stock and have the ability to exercise
significant influence over operating and financial policies
of the investee are accounted lor using the equity method
of accounting. As a result, our share of the earnings or
losses ol such equity affiliates is included in the
accompanying consolidated statement of income and our
share of these companies’ shareholders’ equity is included
in investments in the accompanying consolidated balance
sheet. Transactions between PPG and its subsidiaries are
eliminated in consolidation.

Use of estimates in the preparation of financial statements
The preparation of financial statements in conformity
with U.S. generally accepted accounting principles
requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities
and the disclosure of contingent assets and liabilities at
the date of the [inancial statements, as well as the reported
amounts of income and expenses during the reporting
period. Actual outcomes could differ from those
estimates.

Basis of Presentation

In the third quarter of 2007, the Company entered into
separate agreements to sell both its automotive OEM glass
and automotive replacement glass and services businesses,
(“automotive glass businesses”) and its fine chemicals
business. As a result, the Company concluded that the
accounting requirements of Statement of Financial
Accounting Standards, (*SFAS”) No. 144, “Accounting for
the Impairment or Disposal of Long-Lived Assets” for
classifying these businesses as assets held for sale and
reporting their results of operations and cash flows as
discontinued operations were met. The amounts in these
notes to the consolidated financial statements related to
2006 and 2005 have been adjusted to reflect the
presentation of discontinued operations. See Note 3,
“Discontinued Operations and Assets Held for Sale” for
additional information.

Revenue recognition

Revenue from sales is recognized by all operating
segments when goods are shipped and title to inventory
and risk of loss passes to the customer or when services
have been rendered.

Shipping and handling costs
Amounts billed to customers for shipping and handling
are reported in “Net sales” in the accompanying
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consolidated statement of income. Shipping and handling
costs incurred by the Company for the delivery of goods
to customers are included in “Cost of sales, exclusive of
depreciation and amortization” in the accompanying
consolidated statement of income.

Selling, general and administrative costs

Amounts presented as “Selling, general and
administrative” in the accompanying consolidated
statement of income are comprised of selling, customer
service, distribution and advertising costs, as well as the
costs of providing corporate-wide functional support in
such areas as finance, law, human resources and planning.
Distribution costs pertain to the movement and storage of
finished goods inventory at company-owned and leased
warehouses, terminals and other distribution facilities.
Certain of these costs may be included in cost of sales by
other companies, resulting in a lack of comparability with
other companies.

Legal costs
Legal costs are expensed as incurred.

Foreign currency translation

For all significant non-U.S. operations, the functional
currency is their local currency. Assets and liabilities of
those operations are translated into U.5. dollars using
year-end exchange rates; income and expenses are
translated using the average exchange rates for the
reporting period. Unrealized currency translation
adjustments are deferred in accumulated other
comprehensive (loss) income, a separate component of
shareholders’ equity.

Cash equivalents

Cash equivalents are highly liquid investmenis (valued at
cost, which approximates fair value) acquired with an
original maturity of three months or less.

Cash held in escrow

Cash held in escrow is restricted cash and consists of
amounts deposited into third-party escrow accounts to
comply with contractual stipulations or legal
requirements. Cash deposited into escrow or released
from escrow is classified as an investing activity in our
consolidated statement of cash flows.

Short-term investments

Short-term investmenis are highly liquid investments that
have stated maturities of three months to one year. The
purchases and sales of these investments are classified as
investing activities in our consolidated statement of cash
flows.

Inventories

Most U.S. inventories are stated at cost, using the last-in,
first-out {“LIFQ") method of accounting, which does not
exceed market. All other inventories are stated at cost,
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using the first-in, first-out (*FIFO™) method of
accounting, which does not exceed market. We determine
cost using either average or standard factory costs, which
approximate actual costs, excluding certain fixed costs
such as depreciation and property taxes.

In November 2004, the Financidl Accounting
Standards Board (“FASB”) issued SFAS No. 151, “Inventory
Costs, an Amendment of ARB No. 43, Chapter 4.” SFAS
No. 151 requires the exclusion of certain costs from
inventories and the allocation of fixed production
overheads to inventories to be based on the normal
capacity of the production facilities. Effective January 1,
2006, PPG adopted the provisions of SFAS No. 151. Our
adoption of this standard did not have a material effect on
PPG’s consolidated results of operanons financial position
or liquidity.

Marketable equity securities

The Company’s investment in marketable equity securities
is recorded at fair market value and reported in “Other
current assets” and “Investments” in the accompanying
consolidated balance sheet with changes in fair market
value recorded in income for those Securities designated as
trading securities and in other comprehensive (loss)
income, net of tax, for those designated as ‘available for sale
securities.

Property [

Property is recorded at cost. We compute depreciation by .

the straight-line method based on the estimated useful
lives of depreciable assets. Additional expense is recorded
when facilities or equipmeént are subject 1o abnormal
economic conditions or obsolescence. Significant
improvements that add to producuve capacity or extend
the lives of properties are capltahzed Costs for repairs
and maintenance are charged to expense as incurred.
When property is retired or otherwise disposed of, the
original cost and related accumulated depreciation
balance are removed {rom the accounts and any related
gain or loss is included in income. Amortization of the
cost of capitalized leased assets is included in depreciation
expense. Property and other long-lived assets are reviewed
for impairment whenever events or circumstances indicate
that their carrying amounts may not be recoverable.

Goodwill and identifiable intangible assets

Goodwill represents the excess of the cost over the fair
value of acquired identifiable tangible and intangible
assets less liabilities assumed from acquired businesses.
Identifiable intangible assets acquired in business
combinations are recorded based upon their fair value at
the date ol acquisition.

The Company tests goodwill of each reporting unit
for impairment at least annually in connection with our
strategic planning process in the third quarter. The
goodwill impairment test is performed by comparing the

fair value of the associated reporting unit to its carrying
value. The Company’s reporting units are its operating
segments. (See Note 24, “Reportable Business Segment
Information” for further information concerning our
operating segments.) Fair value is estimated using
discounted cash flow methodologies and market
comparable information.

The Company has determined that certain acquired
trademarks have indefinite useful lives. The Company
tests the carrying value of these trademarks for
impairment at least annually in the third quarter by
comparing the fair vilue of each trademark to its carrying
value. Fair value is estimated by using the relief from
royalty method (a discounted cash flow methodology).

Identifiable intangible assets with finite lives are
amortized on a straight-line basis over their estimated
useful lives (2 to 25 years) and are reviewed for
impairment whenever events or circumstances indicate
that their carrying amount may not be recoverable.

Stock-based compensation

In December 2004, the FASB issued a revision to SFAS
No. 123, “Share-Based Payment,” (“*SFAS No. 123R")
which became effective January 1, 2006, and now requires
that all stock-based compensation awards be expensed
based on their fair value. PPG began expensing stock
options eflective January 1, 2004, and effective January 1,
2006, we adopted SFAS No. 123R using the medified
prospective application transition method. Because the
fair value recognition provisions of SFAS No. 123,
“Accounting for Stock-Based Compensation”, and

SFAS No. 123R are essentially the same as they relate to
our equity plans, the adoption of SFAS No. 123R did not
have a material impact on PPG’s consolidated results of
operations, financial position or liquidity. Prior to our
adoption of SFAS No. 123R, the henefits of tax
deductions in excess of recognized compensation costs
were reporled as an operating cash flow. SFAS No. 123R
requires such excess tax benefits to be reported as a
financing cash inflow. The adoption of SFAS No. 123R
did not have a material impact on PPG’s operating or
financing cash flows for the years ended December 31,
2006 or 2007. See Note 20, “Stock-Based Compensation”
for additional information.

Employee Stock Ownership Plan

We accounted for our employee stock ownership plan
(“ESOP”) in accordance with Statement of Position
(“SOP™) No. 93-6 for PPG common stock purchased afier
December 31, 1992 (“new ESOP shares”). As permitted
by SOP No. 93-6, shares purchased prior to December 31,
1992 (“old ESOP shares”} were accounted for in
accordance with SOP No. 76-3. ESOP shares were
released [or future allocation to participants based on the
ratio of debt service paid during the year on loans used by
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the ESOP to purchase the shares to the remaining debt
service on these loans. These loans were a combination of
borrowings guaranteed by PPG and borrowings by the
ESOP directly from PPG. No loan balances remained
outstanding as of December 31, 2007. The ESOP’s
borrowings from third parties were included in debt in
our consolidated balance sheet as of December 31, 2006
{see Note 9, “Debt and Bank Credit Agreements and
Leases™). Unearned compensation was reflected as a
reduction of shareholders’ equity as of December 31,
2006, which principally represented the unpaid balance of
all of the ESOP’s loans. Dividends received by the ESOP
were primarily used to pay debt service.

When old ESOP shares were released, compensation
expense was equal to cash contributed to the ESOP by the
Company less the appreciation on the allocated old ESOP
shares. Cash contributions to the ESOP were reduced by
$30 million in 2007 and $18 million in 2006 and 2005,
for the appreciation on the old shares allocated to
participants’ accounts in each of those years. Dividends
paid on old ESOP shares were deducted from retained
earnings, Old ESOP shares were considered to be
outstanding in computing earnings per common share.
For new ESOP shares, compensation expense was equal to
the Company's matching contribution (see Note 18,
“Employee Stock Ownership Plan™). Dividends paid on
released new ESQP shares were deducted from retained
earnings, and dividends on unreleased shares were
reported as a reduction of debt or accrued interest. New
ESOP shares that were released were considered
outstanding in computing earnings per common share.
Unreleased new ESOP shares were not considered to be
outstanding. For 2008 and beyond, compensation
expense related to the ESOP will be equal to the
Company’s matching contribution.

Derivative financial instruments and hedge activities

The Company recognizes all derivative instruments as
either assets or liabilities at fair value on the balance
sheet. The accounting for changes in the fair value of a
derivative depends on the use of the derivative. To the
extent that a derivative is effective as a cash flow hedge of
an exposure to future changes in value, the change in fair
value of the derivative is deferred in accumulated other
comprehensive {loss) income. Any portion considered to
be ineffective is reported in earnings immediately. To the
extent that a derivative is effective as a hedge of an
exposure to future changes in fair value, the change in the
derivative’s fair value is offset in the consolidated
statement of income by the change in fair value of the
itemn being hedged. To the extent that a derivative or a
financial instrument is effective as a hedge of a net
investment in a foreign operation, the change in the
derivative’s fair value is deferred as an unrealized currency
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translation adjustment in accumulated other
comprehensive (loss) income.

Product warranties

The Company accrues for product warranties at the time
the associated products are sold based on historical claims
experience. As of December 31, 2007 and 2006, the
reserve for product warranties was $9 million and $10
million, respectively. Pretax charges against income for
product warranties in 2007, 2006 and 2005 totaled $5
million, $4 million and $5 million, respectively. Cash
outlays related to product warranties were $6 million, $5
million and $4 million in 2007, 2006 and 2005,
respectively. In addition, $7 million of warranty
obligations were assumed as part of the Company's 2006
business acquisitions.

Asset Retirement Obligations

An asset retirement obligation represents a legal obligation
associated with the retirement ol a tangible long-lived asset
that is incurred upen the acquisition, construction,
development or normal operation of that long-lived asset.
We recognize asset retirement obligations in the period in
which they are incurred, if a reasonable estimate of fair’
value can be made. The asset retirement obligation is
subsequently adjusted for changes in fair value. The
associated estimated asset relirement costs are capitalized
as part of the carrying amount of the long-lived asset and

- depreciated over its useful life. PPG’s asset rettrement

obligations are primarily associated with closure of certain
assets used in the chemicals manufacturing process.

The accrued asset retirement obligation was $11
million as of December 31, 2007 and $10 million as of
December 31, 2006 and 2005.

In March 2005, the FASB issued FASB Interpretation
(“FIN") No. 47, “Accounting for Conditional Asset
Retirement Obligations, an interpretation of FASB
Statement No. 143". FIN No. 47 clarifies the term
conditional asset retirement obligation as used in SFAS
No. 143, “Accounting for Asset Retirement Obligations”,
and provides [urther guidance as to when an entity would
have sufficient information to reasonably estimate the fair
value of an asset retirement obligation.

Effective December 31, 2005, PPG adopted the
provisions of FIN No. 47. Our only conditional asset
retirement obligation relates to the possible future
abatement of asbestos contained in certain PPG
production facilities. The asbestos in our production
facilities arises from the application of normal and
customary building practices in the past when the
facilities were constructed. This asbestos is encapsulated
in place and, as a result, there is no current legal
requirement to abate it. Inasmuch as there is no
requirement to abate, we do not have any current plans or
an intention to abate and therefore the timing, method
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and cost of future abatement, if any, are not known. In
accordance with the provisions of FIN No. 47, the
Company has not recorded an asset,retirement obligation
associated with asbestos abalement, given the uncertainty
concerning the timing of future abatement, if any.

The adoption of FIN No. 47 on December 31, 2005
has not resulted in any impact to our results of operations
or financial position, and we do not expect the adoption
1o have a maierial impact on the Company's future results
of operations, financial position or liquidity.

Other new accounting standards

In June 2006, the FASB issued FIN No. 48, “Accounting
for Uncertainty in Income Taxes, an interpretation of
FASB Statement No. 109”. FIN No. 48 clarifies the
accounting for uncertainty in income taxes recognized in
an enterprise’s financial statements and prescribes a
recognition threshold and measurement attribute for the
financial statement recognition and measurement of a tax
position taken or expected to be 1aken in a tax return. The
Company adopted the provisions of FIN No. 48 as of
January 1, 2007. As a result of the implementation of FIN
No. 48, the Company reduced its liability for unrecognized
tax benefits by $11 million, which was recorded as a direct
increase in retained earnings. Refer to Note 13, “Income
Taxes” for additional information.

In September 2006, the FASB issued SFAS No. 157,
“Fair Vaiue Measurements,” which defines fair value,
establishes a framework in generally accepted accounting
principles for measuring fair value and expands
disclosures about fair value measurements. This standard
only applies when other standards require or permit the
fair value measurement of assets and liabilities. it does not
increase the use of fair value measurement. SFAS No. 157
is effective for fiscal years beginning after November 13,
2007, except as it relates 10 nonrecurring fair value
measurements of nonfinancial assets and liabilities for
which SFAS No. 157 is effective for fiscal years beginning
after November 15, 2008. The Company evaluated the
impact of adopting this Statement, It will not have a
significant effect on PPG’s consolidated results of
operations or financial position.

In February 2007, the FASB issued SFAS No. 159,
“The Fair Value Option for Financial Assets and Financial
Liabilities - Including an Amendment of FASB Statement
No. 115." SFAS No. 159 permits entities to choose to
measure eligible items at fair value at specified election
dates and report unrealized gains and losses on items for
which the fair value option has been elected in earnings at
each subsequent reporting date. SFAS No. 159 is effective
for fiscal years beginning after November 15, 2007. The
Company evaluated the impact of adopting this
Statement. It will not have an effect on PPG's consolidated
results of operations or financial position.

In December 2007, the FASB issued SFAS No. 141
{revised 2007), “Business Combinations” (SFAS
No.141(R}), which replaces SFAS No. 141, “Business
Combinations.” SFAS No, 141(R) retains the underlying
concepts of SFAS No. 141 in that all business
combinations are still required to be accounted for at fair
value under the acquisition method of accounting, but
SFAS No. 141(R) changes the method of applying the
acquisition method in a number of significant aspects.
Acquisition costs will generally be expensed as incurred,
noncontrolling interests will be valued at fair value at the
acquisition date; in-process research and development
will be recorded at fair value as an indefinite-lived
intangible asset at the acquisition date; restructuring costs
associated with a business combination will generally be
expensed subsequent to the acquisition date; and changes
in deferred tax asset vaiuation allowances and income tax
uncertainties after the acquisition date generally will
affect income tax expense. SFAS No. 141(R) is effective
on a prospective basis for all business combinations for
which the acquisition date is on or after the beginning of
the first annual period subsequent to December 15, 2008,
with an exception related to the accounting for valuation
allowances on deferred taxes and acquired contingencies
related to acquisitions completed before the effective date.
SFAS No. 141(R) amends SFAS No. 109 to require
adjustments, made after the effective date of this
statement, to valuation allowances for acquired deferred
tax assels and income 1ax positions to be recognized as
income tax expense. Beginning January 1, 2009, PPG will
apply the provisions of SFAS No. 141(R) to its accounting
for applicable business combinations.

In December 2007, the FASB issued SFAS No. 160,
“Noncontrolling Interests in Consolidated Financial
Statements—an amendment of ARB No. 51.” This
statement is effective for fiscal years, and interim periods
within those fiscal years, beginning on or after
December 15, 2008. SFAS No. 160 requires the
recognition of a noncontrolling interest (minority
interest) as equity in the consolidated financial
statements and separate from the parent’s equity. The
amount of net income attributable to the noncontrolling
interest will be included in consolidated net income on
the face of the income statement, SFAS No. 160 amends
certain of ARB No. 51’s consolidation procedures for
consistency with the requirements of SFAS No. 141(R).
This statement requires changes in the parent’s ownership
interest of consolidated subsicliaries to be accounted for as
equity transactions. This statement also includes |
expanded disclosure requirements regarding the interests
of the parent and its noncontrolling interest, We are
currently evaluating the effects that SFAS No. 160 may
have on our consolidated financial statements.
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In November 2007, the Emerging Issues Task Force
(“EITF") issued EITF Issue Ne. 07-1, “Accounting for
Collaborative Arrangements,” which defines collaborative
arrangements and establishes reporting and disclosure
requirements for such arrangements. EITF 07-1 is
effective for [iscal years beginning after December 15,
2008. The Company is continuing to evaluate the impact
of adopting the provisions EITF 07-1; however, it does
not anticipate that adoption will have a material effect on
PPG's consolidated results of operations or financial
position.

In March 2007, EITF Issue Na. 06-10, “Accounting for
Collateral Assignment Split-Dollar Life Insurance
Arrangements,” was issued. Under the provisions of EITF
06-10, an employer is required to recognize a liability for
the postretirement benefit related to a collateral assignment
split-dollar life insurance arrangement in accordance with
either SFAS No. 106, “Employers’ Accounting for
Postretirement Benefits Other Than Pensions,” or
Accounting Principles Board Opinion No. 12, “Omnibus
Opinion — 1967,” if the employer has agreed to maintain a
life insurance policy during the employee’s retirement or
provide the employee with a death benefit based on the
substantive arrangement with the employee. The provisions
of EITF 06-10 also require an employer to recognize and
measure the asset in a collateral assignment split-dollar life
insurance arrangement based on the nature and substance
of the arrangement. EITF 06-10 is effective as of January 1,
2008. PPG has collateral assignment split-dollar life
insurance arrangements within the scope of EITF 06-10.
The Company will adopt the provisions of EITF 06-10 as of
January 1, 2008, and does not expect it to have a material
elfect on PPG’s consolidated results of operations or
financial position.

Restatement of Previously Issued Financial Statements—
Pensions and Other Postretirement Benefits

In September 2006, the FASB issued SFAS No. 138,
“Employers’ Accounting for Defined Benefit Pension and
Other Postretirement Plans, an amendment of FASB
Statements No. 87, 88, 106, and 132(R).” Under this
standard, a company must recognize a net liability or asset
to report the funded status of its defined benefit pension
and other postretirement benefit plans on its consolidated
balance sheet as well as recognize changes in that funded
status in the year in which the changes occur, through
charges or credits to comprehensive income. SFAS No,
158 does not change how pensions and other
postretirement benefits are accounted for and reported in
the income statement. In adopting the recognition and
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disclosure provisions of SFAS No. 158 as of December 31,
2006, PPG incorrectly presented the transition adjustment
as part of other comprehensive loss in its consolidated
statement of comprehensive income and consolidated
statement of shareholders’ equity for the year ended
December 31, 2006. The transition adjustment should
have been reported as a direct adjustment to the balance
of accumulated other comprehensive loss as of

December 31, 2006. The accompanying consolidated
statement of comprehensive income [or the year ended
December 31, 2006 and consolidated statement of
shareholders’ equity as of December 31, 2006 have been
restated to correct the presentation of the SFAS No. 158
transition adjustment. Comprehensive income for 2006
was incorrectly reported as $545 million. The correct
amount of comprehensive income for 2006 is $1,050
million. The “as reported” amount of other
comprehensive loss for 2006 was $166 million and the “as
revised” amount is other comprehensive income of $339
million.

Additionally, PPG included the portion of the SFAS
No. 158 transition adjustment related to previously
unrecognized accumulated actuarial gains related to the
impact of the federal subsidy provided under the Medicare
Prescription Drug, Improvement and Modernization Act
of 2003 on the accumulated projected benefit obligation
for other postretirement benefits in calculating the
deferred tax impact on the transition adjustment.
However, no deferred taxes should have been recorded
related to this portion of the wransition adjustment as the
federal subsidy is non-taxable. Due to this error, the
impact of the adoption of SFAS No. 158 on accumulated
other comprehensive loss at December 31, 2006 was
overstated by $46 million, and the net delerred tax asset
balance was understated by the same amount. The
previously reported adjustment to accumulated other
comprehensive loss from the adoption of SFAS No. 158 of
$505 million should have been $459 million, The
accompanying consolidated balance sheet as of
December 31, 2006 has been restated to increase other
assets and to reduce accumulated other comprehensive
loss by $46 million, as follows:

(Millions) As

previousl As
Balance Sheet Caption: reporte restated
Other assets $599 $643W
Accumulated other comprehensive loss $985 $939

(1) Original restated amount was $645 million. Amount was subsequently
reduced in 2007 to $643 million as a result of the reclassification of
certain assets to “Assers held for sale.”
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The following table presents the restated impact of
adopting SFAS No. 158 on individual line items in the
consolidated balance sheet as of December 31, 2006:

(Millions) Before After
Application of Application of
SFAS No. SFAS No.

Balance Sheet Caption: 158w Adjustments 158
Other assets® $ 49 $ 151 $ 643
Deferred income tax

liability (193) 57 {136)
Accrued pensions® (370) (258) (628)
Other postretirement

benefits (619) (409) (1,028)
Accumulated other

comprehensive loss 480 459 939

(1} Represenis balances that would have been recorded under accounting
standards prior to the adoption of SFAS No. 158.

(2} Original restated amount was $645 million. Amount was subsequently
reduced in 2007 to 3643 million as a resuit of the reclassification of
certain assets to “Assets held for sale.”

(3} Original restated amount was $629 million. Amount was subsequently
reduced in 2007 to $628 million as a result of the reclassification of
certain assets to “Assets held for sale.”

See Note 14, “Pensions and Other Postretirement
Benefits,” for additional information.

2. Acquisitions

The Company spetit $231 million on several acquisitions
in 2007, including purchase price adjustments related to
2006 acquisitions. The 2007 results of the acquired
businesses have been included in PPG’s consolidated
results of operations for the period since the acquisitions
were completed. Sales in 2007 increased by approximately
$575 million due to acquisitions a}nd the acquired
businesses were accretive to earnings in 2007. The largest
of the transactions completed in 2007 were the
acquisition of Barloworld Coatings Australia and the
acquisition of the architectural and industrial coatings
businesses of Renner Sayerlack, S.A.

In the third quarter of 2007, PPG acquired
Barloworld Coatings Australia, the architectural paint unit
of South African-based Barloworld, Ltd., a multinational
industrial brand management company. Barloworid
Coatings Australia, a leading Australian architectural
paint manufacturer, produces Taubmans, Bristol and
White Knight brands of architectural coatings. The
acquisition includes a production facility in Villawood,
New South Wales. Barloworld Coatings Australia
distributes products through approximately 80 company-
owned stores, a network of sole-brand distributors and
numerous independent dealers. In addition, the
company’s paints are sold through Bunnings, Australia’s
largest home-improvement retailer, and exported to New
Zealand. Barloworld Coatings Australia sales in 2006 were
approximately $150 million.

During the first quarter of 2007, the Company
acquired the architectural and industrial coatings

businesses of Renner Sayerlack, S.A., Gravatai, Brazil, to
expand its coatings businesses in Latin America. The
acquired business operales manufacturing planis in Brazil,
Chile, and Uruguay and each plant also serves as a
distribution center. The purchase price allocation resulted
in an excess ol purchase price over the fair value of net
assets acquired, which has been reflected as an addition vo
goodwill.

The following table summarizes the estimated fair
value of assets acquired and liabilities assumed as a result
of the acquisitions completed in 2007 and reflected in the
preliminary purchase price allocations and adjustments
recorded as of December 31, 2007.

(Millions)
Current assets $124
Property, plant, and equipment 38
Goodwill 59
Other non-current assets 65
Total assets 286
Current liabilities (48)
Long-term liabilities (7)
Net assets : $231

During 2006, the Company made several acquisitions,
primarily in the coatings and optical products businesses.
The total cost of these acquisitions was $467 million,
consisting of $387 million of cash and the assumption of
$80 million of debt. In addition, certain of these
acquisitions also provide for contingent payments and/or
escrowed holdbacks that could result in future
adjustments to the cost of the acquisitions,

The largest of the transactions completed during 2006
were the acquisition of the performance coatings and
finishes businesses of Ameron International Corporaticn,
the acquisitions of Sierracin Corporation and Intercast
Europe, 5.p.A., and the acquisition of the remaining 50%
share of Dongju Industrial Co., Ltd.

The following 1able summarizes the estimated [air
value of assets acquired and liabilities assumed as a result
of the acquisitions completed in 2006 and reflected in the
purchase price allocations and adjustments recorded as of
December 31, 2006.

(Millions)
Current assets § 284
Property, plant, and equipmetut 149
Goodwill 157
Qther non-curreni assets 99
Total assets 689
Short-term debt (69)
Current liabilities (152)
Long-term debi (11)
Long-term liabilities ) (70)
Net assets $ 387
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During 2005, the Company made acquisitions at a
cost totaling $91 million, primarily related to four
acquisitions. These included the atquisition of the
business of International Polarizer Holdings Trust, the
acquisition of the business of Crown Coatings Industries,
the acquisition of a network of 42 architectural coatings
service centers from lowa Paint Manufacturing, and the
acquisition of the 30% minority interest in PPG Coatings
(Hong Kong).

Adjustments were made in 2007 to the preliminary
purchase price allocations related to several acquisitions
that occurred in 2006. The preliminary purchase price
allocations related to the acquisitions made in 2007 have
been completed. No significant adjustments to the
allocations for acquisitions made in 2007 are expected.

SigmaKalon

On January 2, 2008, PPG completed the acquisition of
SigmaKalon Group, (“SigmaKalon”), a worldwide
coatings producer based in Uithoorn, Netherlands, from
global private investment firm Bain Capital (“the seller”).
SigmaKalon produces architectural, protective and marine
and industrial coatings and is a leading coatings supplier
in Europe and other key markets across the globe, with an
increasing presence in Africa and Asia. SigmaKalon sells
coatings through a combination of approximately 500
company-owned stores, home centers, paint dealers,
independent distributors, and directly to customers.

The total 1ransaction value was approximately $3.2
billion, consisting of cash paid to the seller of $1,673
million and debt assumed of $1,517 million. The cash
paid to the seller consisted of €717 million ($1,056
million) and $617 million.

In 2007, PPG issued $617 million of commercial
paper and borrowed $1,056 million (€717 million) under
the €1 billion bridge loan agreement established in
December 2007 in anticipation of completing the
SigmaKalon acquisition. The proceeds from these
borrowings were deposited into escrow in December
2007. Upon closing of the transaction on January 2, 2008,
these amounts were released from escrow and paid to the
seller. The funds held in escrow at December 31, 2007
were reported as “Cash held in escrow” in the
accompanying consolidated balance sheet and as an
investing activity in the accompanying consolidated
statement of cash flows for the year ended December 31,
2007.

The preliminary purchase price atlocation for the
SigmaKalon acquisition will be recorded in the first
quarter of 2008. Further adjustments to the purchase
price allocation are expected as the Company finalizes
estimates related to acquired assets and liabilities, which
estimates are expected to be finalized by December 31,
2008. The lollowing table summarizes the preliminary
estimated fair value of assets acquired and liabilities
assumed as a result of the acquisition:
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{Millions)
Current assets (including tash of $136) $1,416
Property, plant and equipment 779
Customer relationships . 806
Acquired technology 103
Trade names 220
Goodwill {non deductible) 1,123
Other 159
Total assets 4.606
Short-term debt (1,507)
Current liabilities (748)
Long-term debt (10}
Deferred taxes (435)
Other long-term liabilities (237)
Net assets 1,649
In process research and development 24
Total purchase price $1,673

All identifiable intangible assets (customer relationships,
acquired technology, trade names) are subject to
amortization, which will be recorded over an estimated
weighted-average amortization period of 15 years.
Estimated [uture amortization expense related to these
identifiable intangible assets is approximately $80 million
in each of the next live years. The amount allocated to in-
process research and development will be charged to
expense in the first quarter of 2008. The assignment of
goodwill to reporting units will be completed later in
2008. The results of SigmaKalon will be included in PPG's
consolidated results of operations from January 2, 2008
onward,

3. Discontinued Operations and Assets Held for Sale

During the third quarter of 2007, the Company entered
into an agreement to sell its automotive glass businesses
to Platinum Equity, (“Platinum™) for approximately $500
million. Accordingly, the assets and liabilities of these
businesses were classified as held for sale. In the fourth
quarter of 2007, PPG was notified that affiliates of
Platinum had filed suit in the Supreme Court of the State
of New York, County of New York, alleging that Platinum
is not obligated 1o consummate the agreement. Platinum
subsequently terminated the agreement. PPG has sued
Platinum and certain of its affiliates for damages,
including the $25 million breakup fee stipulated by the
terms of the agreement, based on various alleged actions
of the Plaiinum parties.

While the transaction with Platinum was terminated,
PPG management remains committed to a sale of the
automotive glass businesses. Accordingly, the assets and
liabilities of these businesses continue to be classified as
held for sale and are stated at depreciated cost, which is
lower than fair value less cost to sell, in the accompanying
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consolidated balance sheet as of December 31, 2007 and
2006. Further, the results of operations and cash flows of
these businesses, which had previously been included in
the Glass reportable segment, have been classified as
discontinued operations in the accompanying
consolidated statements of income and cash flows for the
three years ended December 31, 2007.

The decision to sell these businesses triggered
curtailments related to certain of PPG’s defined benefit
pension and other postretirement benefit plans. In 2007,
PPG recorded a pretax charge of $17 million ($11 million
aftertax), primarily representing curtailment losses on
certain defined benefit pension plans. The sale of these
businesses may result in additional curtailments and
possibly setilements of other PPG employee benefit plans
to be recorded upon or after the closing of a sale.

Sales anil earnings related to the automotive glass
businesses {or the three years ended December 31, 2007
were as follows:

{Millions) 2007 2006 2005

$1,014 $1,077 $1,097

Net sales

Income from discontinued operations:

Income from operations $ 8 $ 91 $ 108

Curtailment losses an — —_
Income tix expense (28) (34) 42
Minority interest 3 3 03]
Income from discontinued
operations, net of tax $ 41 % 54 % 64

In the third quarter of 2007, PPG entered into an
agreement to sell its fine chemicals business to ZaCh
System 5.p.A., a subsidiary of Zambon Company S.p.A.,
for approximately $65 million. The sale of this business
was completed in November 2007. Accordingly, the assets
and liabilities of this business have been reclassified as
held for sale in the accompanying consolidated balance
sheet as of December 31, 2006. Further, the results of
operations and cash flows of this business, which had
previously been included in the Optical and Specialty
Materials reportable segment, have been classified as
discontinued operations in the accompanying
consolidated statements of income and cash flows for the
three years ended December 31, 2007. PPG recorded a
pretax loss on sale of the {ine chemicals business of $25
million ($19 mitlion aftertax) in 2007.

Sales and earnings related to the fine chemicals
business for the three years ended Decemnber 31, 2007

were as follows: ,
(Millions) 2007 2006 2005

Net sales 379 399 $76

(Loss) income from discontinued operations:

{Loss) income from operations $(5) $7 3$(42)
Loss on sale of business . (25) — —
Income tax benefit (expense) 8 (3) 16
(Loss) income from discontinued

operations, net of tax , $(22) $ 4 $(26)

The major classes of assets and liahilities of the
automotive glass businesses classilied as held for sale in
the consolidated balance sheet at December 31, 2007 and
of the automotive glass businesses and fine chemicals
business classified as held [or sale at December 31, 2006
are as follows:

(Millions} 2007 2006
Assets:
Cash $ — $12
Receivables—net 123 152
Inventories 164 187
Other current assets 5 7
Long-term assetst"! 196 203
Total assets held for sale $488  $621
Liabilities:
Accounts payable and accrued expenses $70 $99
Minority Interest 28 16
Other 1 3
Total ligbilities of businesses held jor sale $ 99 %128

(1) Amount at December 31, 2006 included $29 million of goodwill for the
fine chemicals business.

4. Working Capital Detail

(Millions) 2007 2006
Receivables
Customers $2.244 $1.878
Equity affiliates 35 31
Other 166 152
Allowance for doubtlul accounts (47} (45)
Toial $2,398 $2016
Inventariés’”
Finished products $ 824 $ 730
Work in process 121 110
Raw materials 312 257
Supplies 111 136
Total $1,368 $1,203
Accounts payable and accrued liabilities
Trade creditors $1,139 $1,015
Accrued payroll 310 303
Other postretirement and pension benefits 90 92
Income taxes 49 34
Other 562 527
Total $2,150 $1,991

(1) Inventories valued using the LIFO method of inventory valuation
comprised 46% and 52% of total gross inventory values as of
December 31, 2007 and 2006, respectively. If the FIFQ method of
inventory valuation had been used, inventories would have been $206
million and $216 million higher as of December 31, 2007 and 2006,
respectively. During the year ended December 31, 2007, certain
inventories accounted for on the LIFQ method of accounting were
reduced, which resulted in the liquidation of certain quantities carried
at costs prevailing in prior years. The net effect on earnings was not
material.
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5. Property
Uscful
Lives
(Millions) {years) 2007 2006
Land and land improvements 5-30 % 40t $ 366
Buildings 20-40 1,272 1,182
Machinery and equipment 5-25 5,487 5,201
Other 3-20 507 435
Construction in progress 166 207
Total® $7.833 $7,391

(1} Interest capitalized in 2007, 2006 and 2005 was $11 million, $7
million and $5 million, respectively.

6. Investments .
(Millions) 2007 2006

[nvesuments in equity affiliates 5181 $182
Marketable equity securities

Trading (See Note 14) 80 77

Available for sale 9 13

Other 90 71

Total $360 $343

The Company’s investments in equity affiliates are
comprised principally of 50% ownership interests in a
number of joint ventures that manufacture and sell
coatings, glass and chemicals products, the most
significant of which produce fiber glass products and are
located in Asia.

In addition, we have a fifty-percent ownership
interest in RS Cogen, L.L.C., which toll produces
electricity and steam primarily for PPG and its joint
venture partner. The joint venture was formed with a
wholly-owned subsidiary ol Entergy Corporation in 2000
for the construction and operation of a $300 million
process steam, natural gas-fired cogeneration facility in
Lake Charles, La., the majority of which was financed by a
syndicate of banks. PPG’s fulure commitment 1o purchase
electricity and steam from the joint venture approximales
$25 million per year subject to contractually defined
inflation adjustments for the next fifteen years, The
purchases for the years ended December 31, 2007, 2006
and 2005 were $25 million, $24 million and $25 million,
respectively.

Summarized financial information of our equity
affiliates on a 100 percent basis, in the aggregate, is as
follows:

PPG’s share of undistributed net earnings of equity
affiliates was $74 million and $63 million as of December
31, 2007 and 2006, respectively. Dividends received from
equity affiliates were $20 million, $16 million and

$19 million in 2007, 2006 and 2005, respectively.

As of December 31, 2007 and 2006, there were
unrealized pretax gains of $4 million and $3 million,
respectively, and as of December 31, 2005 there were
pretax losses of $1 million recorded in “Accumuiated
other comprehensive loss” in the accompanying
consolidated balance sheet related to marketable equity
securities available for sale. During 2007, PPG sold
certain of these investments resulting in recognition of
pretax gains of $2 million and proceeds of $8 million.
During both 2006 and 2005, PPG sold certain of these
investments resulting in recognition of pretax gains of $1
million and proceeds of $3 million.

7. Goodwiill and Other Identifiable Intangible Assets

The change in the carrying amount of goodwill attributable
to each reportable business segment for the years ended
December 31, 2007 and 2006 was as follows:

Optical

and
Performance  Industrial  Specialty

(Millions) Coatings Coatings  Materials  Glass  Total
Balance,

Jan. 1, 2006 $ 8l4- $243 $ 2 $48 51,107
Goodwill from

acquisitions 84 25 48 — 157
Currency

translation 45 17 5 6 73
Balance,

Dec. 31, 2006 $ 943 $285 $55 $54 $1.337
Goodwill from

acquisitions 55 7 (3} — 59
Currency

translation 53 18 5 4 80
Balance,

Dec. 31, 2007 $1,051 $310 557 $58 S1,476

The carrying amount of acquired trademarks with
indefinite lives as of December 31, 2007 and 2006 totaled
$144 million.

The Compény’s identifiable intangible assets with

(Millions) 2007 2006

Working capital s 56 & 31 finite lives are being amortized over their estimated useful

Property, net sos 715  lives and are detailed below.

Short-term debi (75y {50 Dec. 31, 2007 Dec. 31, 2006

_ Gross Gross

Long-term debt (389)  (348) Currfying Accumulated Curr;ﬂiug Accumulated

Other, net 23 64 (Millions) Amount Amortization Net  Amount Amertization Net
Net assets $ 421 § 412 Acquired technology  $448 $(188) $260 $38% $(155) $234

(Mi]lions) 7007 2006 2005 COtherv 355 (H’?) 208 328 (124) 204

Revenues $555 $ 601§ 549 Balance $803 $(335) $468 $717 $(279) $438

$ 66 % 25

Net earnings $ 60
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Notes to the Consolidated Financial Statements

Aggregate amortization expense was $58 miilion,

$43 million and $32 million in 2007, 2006 and 2005,
respectively. The estimated future amortization expense of
identifiable intangible assets during the next five years is
(in millions) $55 in 2008, $54 in 2009, $53 in 2010, $44 in
2011 and $40 in 2012. These amounts do not include
amortization expense resulting from the SigmaKalon
acquisition, which was completed on January 2, 2008. See
Note 2, “Acquisitions” for more information.

8. Business Restructuring and Asset Impairment

During 2006, the Company finalized plans for certain
actions to reduce its workforce and consolidate facilities
and recorded a charge of $37 million for restructuring and
other related activities, including severance cosis of $35
million and loss on asset impairment of $2 million. These
amounts were net of $5 million of amounts accrued in
2006 that were reversed later that y'ear as a result of
actions not being taken or being completed at a cost that
was less than the estimated amount accrued. Of the $37
million restructuring charge recorded in 2006, $2 million
related to the automotive glass businesses has been
reclassified and is presented as discontinued operations in
the accompanying consolidated statement of income. All

was recorded. Under the terms of this social plan,
severance paymenis will be paid to these 75 individuals
through 2008,

In the fourth quarter of 2005, the Company evaluated
our fine chemicals operating segment for impairment in
accordance with SFAS No. 144, “Accounting for the
Impairment of Long-Lived Asseis”, and determined that
indicators of impairment were present lor certain long-
lived assets at our fine chemicals manufacturing plant in
the United States. In measuring the fair value of these
assets, the Company utilized an expected cash flow
methodology to determine that the carrying value of these
assets exceeded their [air value. We also wrote down the
assets of a small fine chemical facility in France to their
estimated net realizable value. The Company recorded an
asset impairment charge related to these fine chemicals
assets of $27 million pretax in 2005, which has been
reclassified and is presented as a reduction to income
from discontinued operations in the accompanying
consolidated statement of income for the year ended
December 31, 2005.

9. Debt and Bank Credit Agreements and Leases

; . {(Millions) 2007 2006
actions related to the 2006 restructuring charge were '
. 6 ¥1% notes, due 20070 $ — $ 50
substantially completed by the end of the second quarter
of 2007 7.05% notes, due 2009w 116 116
6 ¥a% notes, due 20120 7l 71
The following table summarizes the details through 3 %% notes, due 2015 (€300) 436 394
December 31, 2007. 7%:% notes, due 2016 146 146
(Millions, except no. of  Severance Agset Toial  Employees 6 %% notes, due 2017 74 T4
employees) Costs Impatrments  Charge  Covered 7.4% notes, due 2019 198 198
Industrial Coatings $ 28 $1 $29 353 9% non-callable debentures, due 2021 149 148
Performance Coatings 7 1 8 193 Impact of derivatives on debt g ')
Optical ax?d Spzcialty ESOP Notes
Materials 1 — 1 33 Fixed-rate notes, weighted average 8.5% —
Glass 4 - 4 190 Variable-rate notes, weighted average 4.7% —
Reversal {5} — (5 (112) Various other U.S. debt, weighted average 5.0% —_
Total $ 35 $2 $ 37 657 Various other non-U.S. debt, weighted average 1.6%
2006 Activity (26) @ L 28) (531) as of December 31, 2007 2 3
Capital lease obligations 1
Balance as of "
Dec.31,2006  $ 9 $— $ 9 126 Total 1202 1220
2007 Activity o) '__ (%) (126 Less payments due within one year 1 65
Balance as of Long-term debt $1,201 $1,155
Dec., 31, 2007 $ — $— 3 — —

In 2002, the Company recorded a charge of
$81 million for restructuring and other related activities.
The work{orce reductions covered by this charge have
been completed; however, as of December 31, 2007, $2
million of this reserve remained to'be spent. This reserve
relates to a group of approximately 75 employees in
Europe, whose terminations wete concluded under a
different social plan than was assumed when the reserve

(1) PPG enitered into several interest rate swaps which have the effect of
converting $275 million and $175 million as of December 31, 2007 and
2006, respectively, of these fixed rate notes to variable rates, based on
either the three-month or the six-month London interbank Offered Rate
(LIBOR). The weighted average effective interest rate for these
borrowings, including the effects of the outstanding swaps was 8.0%
and 7.8% for the years ended December 31, 2007 and 2006,
respectively. Refer to Notes | and 11 for additional information.

Aggregate maturities of long-term debt during the next
five years are {in millions} $1 in 2008, $116 in 2009, $0
in 2010, $01in 2011 and $71 in 2012.
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The Company has a $1 billion revolving credit facility
that expires in 2011. The annual facility fee payable on
the committed amount is 7 basis points. This facility is
available for general corporate purposes and also to
support PPG’s commercial paper programs in the U.S. and
Europe. As of December 31, 2007, no amounts were
outstanding under this [acility.

Our non-U.S. operations have other uncommitted
lines of credit totaling $423 million of which $153 million
was used as of December 31, 2007. These uncommitied
lines of credit are subject to cancellation at any time and
are generally not subject to any commitment fees. In
addition, our non-U.5. operations have committed lines of
credit totaling $52 million of which $1 million was used
as of December 31, 2007. These committed lines of credit
cannot be canceled until expiration and are not subject to
any commitment fees.

In order 10 provide financing for the SigmaKalon
acquisition, in December 2007, PPG and certain of its
subsidiaries entered into a three year €650 million
revolving credit facility with several banks and financial
institutions and Societe Generale, as facility agent for the
lenders. The facility has an annual fee of 7 basis points. In
addition, PPG and a subsidiary entered into two bridge
loan agreements, one in the amount of €1 billion with
multiple lenders and Credit Suisse as administrative agent
for those lenders and the other in the amount of $500
million with Credit Suisse as the lender. Each bridge loan
has a term of 364 days.

In December 2007, PPG issued $617 million of
commercial paper and borrowed $1,056 million (€717
million) under the €1 billion bridge loan agreement. The
proceeds [rom these borrowings were deposited into
escrow in December 2007. Upon closing of the
acquisition on January 2, 2008, these amounts were
released from escrow and paid 1o the seller. Also, in
January 2008, PPG borrowed $1,143 million, representing
the remaining $417 million (€283 miliion) available
under the €1 billion bridge loan agreement and $726
million (€493 million) under the €650 million revolving
credit facility. The proceeds from these borrowings and
cash on hand of $116 million were used to repay $1,259
million of the SigmaKalon debt assumed in the
acquisition. No amounts have been borrowed under the
$500 million bridge loan agreement.

Short-term debt outstanding as of December 31, 2007
and 2006, was as follows:

{Millions) 2007 2006
€1 billion bridge loan agreement, 5.2% $1.047 $—
Commercial paper, 5.6% 617 —
Other, weighted average 5.6% as of Dec. 31, 2007 154 75

Total $1,818  §75
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PPG is in compliance with the restrictive covenants under
its various credit agreements, toan agreements and
indentures. The Company's revolving credit agreements,
the €1 billion bridge loan agreement and the $500 million
bridge loan agreement include a financial ratio covenant.
The covenant requires that the amount of total
indebtedness not exceed 60% of the Company’s total
capitalization excluding the portion of accumulated other
comprehensive income (loss) related to pensions and
other postretirement benelit adjustments. As of December
31, 2007, wotal indebtedness was 37% of the Company’s
total capitalization excluding the portion of accumulated
other comprehensive income (loss) related to pensions
and other postretirement benefit adjustments.
Additionally, substantially all of our debt agreements
contain customary cross-default provisions. Those
provisions generally provide that a default on a debt
service payment of $10 million or more for longer than
the grace period provided (usuvally 10 days) under one
agreement may result in an event of default under other
agreements. None of our primary debt obligations are
secured or guaranteed by our affiliates.

In June 2005, the Company issued €300 million of
3.875% Senior Notes due 2015 (the “Euro Notes”). The
proceeds from the Euro Notes were used to repay short-
term commercial paper obligations incurred in June 2005
in connection with the purchase of $100 million of 6.5%
notes due 2007, $159 million of 7.05% notes due 2009
and $16 million of 6.875% notes due 2012, as well as for
general corporate purposes. The Company recorded a
second quarter 2005 pre-tax charge of approximately $19
million, ($12 million aftertax or 7 cents per share), for
debt refinancing costs, which is included in “Other
charges” in the accompanying consolidated statement of
income for the year ended December 31, 2005.

The fixed rate notes that were retired had been -
converied to variable rate notes using interest rate swaps.
As a result, the debt was reflected in the consolidated
balance sheet at fair value through the inclusion of the
impact of these derivatives on the debt. As a result of the
early retirement of these debt instruments, $8 million of
these fair value adjustments were recognized and included
as a net reduction in the debt refinancing costs described
above.

Interest payments in 2007, 2006 and 2005 1otaled
$102 million, $90 million and $82 million, respectively.

Rental expense for operating leases was $167 million,
$140 million and $124 million in 2007, 2006 and 2003,
respectively. Minimum lease commitments for operating
leases that have initial or remaining lease terms in excess
of one year as of December 31, 2007, are (in millions) $91
in 2008, $70 in 2009, $51 in 2010, $36 in 2011, $28 in
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2012 and %44 thereafter, which includes rent of
approximately $12 million, per year, through 2010, and
$6 million in 2011, related to the July 1999 sale-leaseback
of our Pitusburgh headquarters complex.

The Company had outstanding letters of credit of
$71 million as of December 31, 2007. The letters of credit
secure the Company'’s performance; to third parties under
certain self-insurance programs and other commitments
made in the ordinary course of business. As of
December 31, 2007 and 2006 guarantees outstanding
were $70 million and $62 million, respectively. The
guarantees relate primarily to debt of certain entities in
which PPG has an ownership interést and selected
customers of certain of our businesses. A portion of such
debt is secured by the assets of the related entities. The
carrying values of these guarantees were $3 million and
$9 million as of December 31, 2007 and 2006,
respectively, and the fair values were $17 million and
$9 million, as of December 31, 2007 and 2006,
respectively. The Company does not believe any loss
related to these letiers of credit or guarantees is likely.

10. Financial Instruments, Excluding Derivative
Financial Instruments ‘
Included in PPG’s financial instrument portfolio are cash
and cash equivalents, cash held in escrow, marketable
equity securities, company-owned life insurance and short-
and long-term debt instruments. The fair values of the
financial instruments approximated their carrying values,
in the aggregate, except for long-term debt.

Long-term debt (excluding capital lease obligations),
had carrying and fair values totaling $1,201 million and
$1,226 million, respectively, as of December 31, 2007.
The corresponding amounts as of December 31, 2006,
were $1,218 million and $1,303 million, respectively. The
fair values of the debt instruments were based
on discounted cash flows and interest rates currently
available to the Company for instruments of the same
remaining maturities.

11. Derivative Financial Instruments and Hedge
Activities
PPG’s policies do not permit speculative use of derivative
financial instruments. PPG uses derivative instruments to
manage its exposure to fluctuating natural gas prices
through the use of natural gas swap contracts, PPG also
uses [orward currency and optionicontracts as hedges
against its exposure to variability in exchange rates on
short-lerm intercompany borrowings and cash flows
denominatad in foreign currencies and to translation risk.
PPG uses foreign denominated debt to hedge investments
in foreign operations. Interest rate swaps are used to
manage the Company’s exposure to changing interest
rates. We also use an equity forward arrangement to
hedge a portion of our exposure to changes in the fair

value of PPG stock that is to be contributed to the
asbestos settlement trust as discussed in Note 15,
“Commitments and Contingent Liabilities™.

PPG enters into derivative financial instruments with
high credit quality counterparties and diversifies iis
positions among such counterparties in order to reduce its
exposure to credit losses. The Company has not
experienced any credit losses on derivatives during the
three-year period ended December 31, 2007.

PPG manages its foreign currency transaction risk to
minimize the volatility in cash flows caused by currency
{luctuattons by periodically forecasting foreign currency-
denominated cash flows of each subsidiary for a rolling
12-month period and aggregating these cash inflows and
outflows in each currency to determine the overall net
transaction exposures. Decisions on whether o use
derivative financial instruments to hedge the net
transaction exposures are made based on the amount of
those exposures, by currency, and an assessment of the
near-term outlook lor each currency. The Company’s
policy permits the use of [oreign currency forward and
option contracts to hedge up to 70% of its anticipated net
foreign currency cash flows over the next 12-month
period. These contracts do not qualify lor hedge
accounting under the provisions of SFAS No. 133;
therefore, the change in the fair value of these instruments
is recorded in “Other charges™ in the accompanying
consolidated statement of income in the period of change.
The amounts recorded in earnings related to this hedging
activity for the years ended December 31, 2007, 2006 and
2005 were a loss of $2 million, loss of $1 million and
income of $4 million, respectively. The [air value of these
contracts as of December 31, 2007 and 2006 were assets
of $0.4 million and $2 million, respectively.

In December 2007, PPG borrowed €717 million
under the €1 billion bridge loan agreement established in
December 2007 to finance a portion of the SigmaKalon
acquisition. The Euro proceeds were converted to $1,056
million and deposited into escrow unti! the closing of the
transaction on January 2, 2008. On the same day the
$1,056 million was placed into escrow, the Company
entered into a foreign currency forward contract to
convert the U.S. dollars back te €717 million on
January 2, 2008. A loss on the forward contract was
recognized as of December 31, 2007 of $9 million, which
was substantially offset by an $8 million gain on the Euro
borrowing over the same time period.

The sales, costs, assets and liabilities of our non-U.S.
operations must be reported in U.S. dollars in order to
prepare consolidated financial statements which gives rise
to translation risk. The Company monitors its exposure to
translation risk and may enter into derivative foreign
currency contracts to hedge its exposure, as deemed
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appropriate. This risk management strategy does not
qualify for hedge accounting under the provisions of SFAS
No. 133; therefore, changes in the fair value of these
instruments would be recorded in “Other charges” in the
accompanying consolidated statement of income in the
period of change. No derivative instrumenis were acquired
to hedge translation risk during 2007, 2006 or 2005.

The €300 million Euro Notes due in 2015 are
designated as a hedge of a portion of our net investment in
our European operations. As a result, the change in book
value from adjusting these foreign denominated notes to
current spot rates at each balance sheet date is deferred in
accumulated other comprehensive (loss) income. As of
December 31, 2007 and 2006, the amount recorded in
accumulated other comprehensive (loss) income from this
hedge of our net investment was an unrealized loss of $76
million and $34 million, respectively.

PPG designates forward currency contracts as hedges
against the Company’s exposure to variability in exchange
rates on short-term intercompany borrowings
denominated in foreign currencies. To the extent
effective, changes in the fair value of these instruments
are delerred in accumulated other comprehensive (loss)
income and subsequently reclassified to “Other charges”
in the accompanying consolidated statement of income as
foreign exchange gains and losses are recognized on the
related intercompany borrowings. The portion of the
change in fair value considered to be ineffective is
recognized in “Other charges” in the accompanying
consolidated statement of income. The amounts recorded
in earnings for the years ended December 31, 2007, 2006
and 2005, were losses of $9 million, $5 million and $6
million, respectively. The [air vaiue of these contracts was
an asset of $5 million and a liability of $1 million as of
December 31, 2007 and 2006, respectively.

The Company manages its interest rate risk by
balancing its exposure o fixed and variable rates while
attempting to minimize its interest costs. Generally, the
Company maintains variable interest rate debt at a level of
approximately 25% to 50% of total borrowings. PPG
principally manages its fixed and variable interest rate risk
by retiring and issuing debt from time to time and through
the use of interest rate swaps. As of Decemnber 31, 2007 and
2006, these swaps converted $275 million and $175 million,
respectively, of fixed rate debt to variable rate debt. These
swaps are designated as [air value hedges. As such, the
swaps are carried at fair value. Changes in the fair value of
these swaps and that of the related debt are recorded in
“Interest expense” in the accompanying consolidated
statement of income, the net of which is zero. The fair value
of these contracts was an assel of $6 million and a liability
$7 million as of December 31, 2007 and 2006, respectively.

The Company uses derivative instruments to manage
its exposure to fluctuating natural gas prices through the
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use of natural gas swap contracts. These instruments
mature over the next 37 months. To the exteni that these
instruments are effective in hedging PPG's exposure to
price changes, changes in the fair values of the hedge
contracts are deferred in accumulated other comprehensive
(loss) income and reclassified to cost of sales as the natural
gas is purchased. The amount of ineffectiveness, which is
reported in “Cost of sales, exclusive of depreciation and
amortization” in the accompanying consolidated statement
of income for the years ended December 31, 2007, 2006,
and 2005, was $0.4 million of income, $0.2 million of
income and $0.2 million of expense, respectively. The fair
value of these contracts was a liability of $8 million and
$25 million as of December 31, 2007 and 2006,
respectively, As of December 31, 2007 an after-tax loss of
$7 million was deferred in accumulated other
comprehensive {loss) income, which related to natural gas
hedge contracts that mature within the next twelve months.

In November 2002, PPG entered into a one-year
renewable equity forward arrangement with a bank in
order to partially mitigate the impact of changes in the fair
value of PPG stock that is to be contributed to the
asbestos settlement trust as discussed in Note 13,
“Commitments and Contingent Liabilities”. This
instrument, which has been renewed, is recorded at fair
value as an asset or liability and changes in the fair value
of this instrument are reflected in “Asbestos settlement —
net” in the accompanying consolidated statement of
income. As of December 31, 2007 and 2006, PPG had
recorded a current asset of $18 million and $14 million,
respectively, and recognized income of $4 million for the
year ended December 31, 2007, income of $4 million for
the year ended December 31, 2006 and expense of $9
mitlion for the year ended December 31, 2005.

In accordance with the terms of this instrument the
bank had purchased 504,900 shares of PPG stock on the
open market at a cost of $24 million through
December 31, 2002, and during the first quarter of 2003
the bank purchased an additional 400,000 shares at a cost
of $19 million, for a total principal amount of $43
million. PPG will pay to the bank interest based on the
principal amount and the bank will pay to PPG an
amount equal to the dividends paid on these shares
during the period this instrument is outstanding. The
difference between the principal amount, and any
amounts related 1o unpaid interest or dividends, and the
current market price for these shares will represent the
fair value of the instrument as well as the amount that
PPG would pay or receive if the bank chose 1o net setile
the instrument. Alternatively, the bank may, at its opticn,
require PPG to purchase the shares covered by the
arrangement at the market price on the date of settlement.

No derivative instrument initially designated as a
hedge instrument was undesignated or discontinued as a
hedging instrument during 2007 or 2006.
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For the year ended December 31, 2007, other
comprehensive (loss} income included a net gain due to
derivatives of $7 million, net of tax. This income was
comprised of realized losses of $20 miillion and unrealized
losses of $13 million. The realized losses related 10 the
settlement during the period of nauu'-al gas contracts,
foreign currency contracts and interest rate swaps that were
owned by one of the Company's investees accounted for
under the equity method of accounting, The unrealized
losses related to the change in fair value of the natural gas
contracts, foreign currency contracts and on interest rate
swaps that are owned by one of the Company’s invesiees
accounted for under the equity method of accounting.

For the year ended December 31, 2006, other
comprehensive (loss) income included a net loss due to
derivatives of $13 million, net of tax. This loss was
comprised of realized losses of $22 million and unrealized
losses of $35 million. The realized losses related to the
settiement of natural gas swap contracts and Lo interest
rate swaps owned by one of the Company’s investees
accounted for under the equity method of accounting.
These losses were offset in part by realized gains related to
the seitlement of foreign currency contracts. The
unrealized losses related primarily to the change in fair
value of the natural gas swap contracts. These unrealized
losses were partially offset by unrealized gains on the
Company’s foreign currency contracts and on interest rate
swaps owned by one of the Company’s investees
accounted for under the equity method of accounting.

The fair values of outstanding derivative instruments,
excluding inserest rate swaps, were determined using
quoted market prices. The fair value of interest rate swaps
was determined using discounted cash {lows and current
interest rates. '

12. Earnings Per Common Share

The earnings per common share calculations for the three
years ended December 31, 2007, are as {ollows:

{(Millions, except per share amounts) 2007 2006 2005

Eamings per common share

$ 815 $ 653 $ 558
$ 19% 58¢% 38

$ 834 § 711 § 596

Income from continuing operations
Income from discontinued operations

Net Income

Weighted average commen shares

outstanding 1645 165.7 169.6

Eamings per common share:
Income from continuing operations __ $ 4.95 $ 3.94 $ 3.29
Income from discontinued operations $ (.12 $ 035 $ 0.22

$ 507 $ 429 5 351

Net Income

Eamings per common share -
assuming dilution
Income {rom continuing operations $ 815 % 653 § 558

Income from discontinued operations $ 19% 58% 38
$ 834 % 711 $ 566

Net Income

Weighted average common shares

outstanding 1645 1657 169.6
Effect of dilutive securities:
Stock options 0.9 0.6 0.6
Other stock compensation plans 05 0.2 07
Potentially dilutive common shares 1.4 0.8 13

Adjusted weighted average common
shares oulstanding 1659 1665 1709

Earmings per common share -
assuming dilution;
Income from continuing operations  $ 4.91 § 3.92 § 3.27

Income from discontinued operations $ 0.12 $ 0.35 $ 0.22

$ 503 5427 % 349

Net Income

There were 1.1 million, 4.0 million and 3.9 million
outstanding stock options excluded in 2007, 2006 and-
2005, respectively, from the computation of diluted
earnings per common share due o their anti-dilutive
effect.

13. Income Taxes

The following table presents a reconciliation of the
statutory U.S. corporate federal income tax rate to our
effective income tax rate:

(Percent of Pretax Income) 2007 2006 2005
35.00% 35.00% 35.00%

U.S. federal income tax rate

Changes in rate due to:
State and local taxes — 1.5, 1.18 047 0.4

(5.20) (3.10) (3.63)

Taxes on non-U.5. earnings
ESOP dividends (0.81) (1.14) (1.27)
1.5, Federal Audit Settlement — (223} -
Other {1.61} (3.95}) (2.06)
Effective income tax rate 28.56% 25.05% 28.98%
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The 2007 effective income tax rate includes the tax
benefit of $15 million for the reversal of a valuation
allowance previously recorded against the benefit of a tax
net operating loss carryforward of a non-U.5. subsidiary
and the tax benefit associated with an enacted reduction
in the Canadian federal corporate income tax rate. The
impact of these items is presented as “Taxes on non-U.S.
earnings” in the above rate reconciliation and accounted
for most of the increase in the benefit that taxes on non-
U.S. earnings had on the 2007 effective income tax rate.

The 2006 elfective income tax rate included the tax
benefit related to the settlement with the IRS of our tax
returns for the years 2001-2003. The 2005 effective
income tax rate included the one-time U.S. tax cost that
was incurred in 2005 related to dividends that were
repatriated under the provisions of the American Jobs
Creation Act of 2004 (“AJCA 2004™). The impact of this
item is presented as “Other” in the above rate
reconciliation.

Income before income taxes of our non-U.S.
operations for 2007, 2006 and 2005 was $508 million,
$343 million and $320 million, respectively.

The following table gives details of income tax
expense reported in the accompanying consolidated
statement of income.

(Millions) 2007 2006 2005
Current income taxes
U.S. lederal $ 261 % 190 % 221
Non-U.5. 160 113 117
State and local ~ U.S. 32 30 32
Total current 453 333 370
Deferred income taxes
1.S. federal (66) (82) (85)
Nan-1.5. (25) — (213
State and local - U.S. {7 (10) €
Total deferred (98)  (92) (115)
Total $ 355 % 241 §$ 255

" Income tax payments in 2007, 2006 and 2005 totaled

$475 million, $360 miilion and $377 million,
respectively.
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Net deferred income tax assets and liabilities as of
December 31, 2007 and 2006, were as follows:

(Millions) 2007 2006
Deferred income tax assets related to
Employee benefits $ 644 S5 799
Contingent and accrued liabilities 507 490
Operating loss and other carryforwards 109 101
Inventories 25 21
Property 3 5
Other 66 54
Valuation allowance (64) (65)
Toial 1,290 1,405
Deferred income tax liabilities related to
Property 381 382
Intangibles 257 242
Employee benefits 42 40
Other 26 23
Total 706 087
Deferred income tax assets - net % 584 % 718

As of December 31, 2007, subsidiaries of the Company
had available net operating loss carrylorwards of
approximately $329 million for income tax purposes, of
which approximately $277 million has an indefinite
expiration. The remaining $52 million expires between
the years 2008 and 2021. A valuation allowance has been
established for carry-forwards where the ability to utilize
them is not likely.

No deferred U.S. income taxes have been provided on
certain undistributed earnings of non-U.S. subsidiaries,
which amounted to $2,661 million as of December 31,
2007 and $2,116 million as of December 31, 2006. These
earnings are considered to be reinvested for an indefinite
period of time or will be repatriated when it is tax
effective to do so. It is not practicable to determine the
deferred tax liability on these undistributed earnings. In
October 2004, the A]JCA 2004 was signed into law.
Among its many provisions, the AJCA 2004 provided a
limited opportunity through 2005 to repatriate the
undistributed earnings of non-U.5. subsidiaries at a U.S.
tax cost that could be lower than the normal tax cost on
such distributions. During 2005, we repatriated $114
million of dividends under the provisions of AJCA 2004
resulting in income tax expense of $9 million. In the
absence of AJCA 2004, the Company estimates the tax
cost to repatriate these dividends would have been $23
million higher in 2005.

The Company files federal, state and local income tax
returns in numerous domestic and foreign jurisdictions.
In most tax jurisdictions, returns are subject to
examination by the relevant tax authorities for a number
of years after the returns have been filed. The Company is
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no longer subject to examinations by tax authorities in
any major tax jurisdiction for years before 2001.
Additionally, the Internal Revenue Service (“IRS") has
completed its examination of the Company’s U.S. federal
income tax returns filed for years through 2003. The IRS
has commenced an examination of the Company’s 2004
anrd 2005 federal income tax returns, which we currently
believe will be completed in 2008. The Company does not
expect a material impact on resulis of operations to result
from the resclution of this examination.

The activity in the accrued liability for unrecognized
tax benefits for the year ended December 31, 2007 was as
follows:

(Millions)

Balance at January 1, 2007 $ 77
Additions based on tax positions related to the current year 21
Additions for tax positions of prior years 19
Reductions for tix positions of prior years (5)
Reduciions for expiration of the applicable statute of limitations (5)
Settlements (1)
Currency 4
Balance at December 31, 2007 $110

As of December 31, 2007, the amount of unrecognized 1ax
benefits was $110 million, of which $88 million would
impact the effective tax rate, if recognized. The Company
recognizes accrued interest and penaliies related to
unrecognized tax benefits in income tax expense. As of
December 31, 2007, the Company had $9 million accrued
for estimated interest and penalties on unrecognized tax
benefits. During the year ended December 31, 2007, the
Company recognized $3 million of expensc for estimated
interest and penalties. !

While it is expected that the amount of unrecognized
tax benefits will change in the next 12 months,
quantification of an estimated range cannot be made at
this time. The Company does not expect this change to
have a significant impact on the results of operations or
financial position of the Company, however, actual
settiements may differ {rom amounts accrued.

14. Pensions and Other Postretirement Benefits

Defined Benefit Plans

We have defined benefit pension plans that cover certain
employees worldwide. PPG also sponsors welfare benelit
plans that provide postretirement medical and lile
insurance beneluts for certain U.S. and Canadian
employees and their dependents. These programs require
retiree contributions based on retiree-selected coverage
levels for certain retirees and their dependents and

provide for sharing of future benefit cost increases
between PPG and participants based on management
discretion. The Company has the right to modify or
terminate certain of these benefit plans in the future.
Salaried and certain hourly employees hired on or after
October 1, 2004, are not eligible {or postretirement
medical benefits. Salaried employees hired, rehired or
transferred 1o salaried status on or after January 1, 2006,
and certain hourly employees hired in 2006 or thereafter
are eligible 1o participate in a defined contribution
retirement plan. These employees are not eligible for
defined benefit pension plan benefits.

The Medicare Act of 2003 introduced a prescription
drug benefit under Medicare (“Medicare Part D) that
provides several options for Medicare eligible participanis
and employers, including a federal subsidy payable to
companies thal elect to provide a retiree prescription drug
benelit which is at least actuarially equivalent to Medicare
Part D. During the third quarter of 2004, PPG concluded
its evaluation of the provisions of the Medicare Act and
decided to maintain its retiree prescription drug program
and to take the subsidy available under the Medicare Act.
The impact of the Medicare Act was accounted for in
accordance with FASB Staff Position No. 106-2,
“Accounting and Disclosure Requirements Related to the
Medicare Prescription Drug, Improvement and
Modernization Act of 2003 effective January 1, 2004. In
addition, the plan was amended September 1, 2004, to
provide that PPG management will determine the extent
to which future increases in the cost of its retiree medical
and prescription drug programs will be shared by certain
retirees. The federal subsidy related to providing a retiree
prescription drug benefit is not subject to U.S, federal
income tax and was recorded as a reduction in cur annual
net periodic benefit cost of other postretirement benefits.

In August 2007, the Company's U.S. other
postretirement benefit plan was amended to consolidate
the number of retiree health care options available for
cerlain retirees and their dependents. The plan
amendment is effective January 1, 2008. The amended
plan also offers a fully-insured Medicare Part D
prescription drug plan for certain retirees and their
dependents. As such, beginning in 2008 PPG will no
longer be eligible to receive the subsidy provided under
the Medicare Act of 2003 for these retirees and their
dependents. The impact of the plan amendment was to
reduce the accumulated plan benefit obligation by
$57 million.

The following table sets forth the changes in projected
benefit obligations (*PBO”) (as calculated as of
December 31), plan assets, the funded status and the
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amounts recognized in our consolidated balance sheet for
our defined benefit pension and other postretirement
benefit plans:

Other
Postretirement
Pensions Benefits
(Millions) 2007 2006 2007 2006

Projected benefit

obligaticn, Jan. 1 $3,790 $3,635 $ 1,107 § 1,119

were $3,080 and $2,675, respectively, as of December 31,
2007, and $3,642 and $3,008, respectively, as of
December 31, 2006. The aggregate accumulated benefit
obligation and fair value of plan assets (in millions) for
the pension plans with accumulated benelit obligations in
excess ol plan assets were $961 and $647, respectively, as
of December 31, 2007, and $3,181 and $2,814,
respectively, as of December 31, 2006.

Amounts not yet reflected in net periodic benefit cost

Service cost 69 74 24 27 X )

Imrerest coot 14 197 o o2 and mclvjded in accurnulatt?d other comprehensive loss

— B 3 BN (10) (pretax} include the following:

Actuarial (gains) losses (207) 9 16 (M postgi?rfzngm

Benefits paid (203) (202) {84) (84) (Millions) Pensions Bengfits

Foreign currency translation 2007 2006 2007 2006

adjustments 83 75 14 — Accumulated net actuarial losses $1,102 51313 $ 431 § 460

Curtailment and special termination Accumulated prior service cost

benefits (N — {12) — {credit} 21 37 (96) (51)

Other 3 {1) — — Total $1,123 81350 § 335 § 409
Projected benefit

obligation, Dec. 31 $3.744 $3790 $ 1072 $ 1,107

Market value of plan

assets, Jan. 1 $3.161 $2.812

Actual return on plan assets 211 363
Company contributions 149 124
Participant contributions 3 3
Benefits paid (190) {187
Plan expenses and other-net 2) {6)
Foreign currency translation .

adjustments 71 52

Market value of plan

assets, Dec. 31 $3.403 $3,161
$ (34108 (629) $(1,072) $(1,107)

Amounts recognized in the Consolidated
Balance Sheet:

Funded Status

Other assets (long-term) 64

Accounts payable and accrued
liabilities a4 (13 @ 9

(391) (622) — —
Other postretirement benefits — — {997} (1,028)
$ (341) % (629) $(1,072)$(1,107)

Accrued pensions

Net liability recognized

The PBO is the actuarial present value of benefits
attributable to employee service rendered to date,
including the effects of estimated [uture pay increases.
The accumulated benefit obligation (“ABQO") is the
actuarial present value of benefits attributable to
employee service rendered to date, but does not include
the effects of estimated future pay increases. The ABO for
all defined benefit pension plans as of December 31, 2007
and 2006 was $3,509 million and $3,511 million,
respectively.

The aggregate projected benefit obligation and fair
value of plan assets (in millions) for the pension plans
with projected benefit obligations in excess of plan assets

The accumulated net actuarial losses for pensions relate
primarily to the actual return on plan assets being less
than the expected return on plan assets in 2000, 2001 and
2002 and a decline in the discount rate since 1999, The
accumulated net actuarial losses for other postretirement
benefits relate primarily to actual healthcare costs
increasing at a higher rate than assumed during the
2001-2003 period and the decline in the discount rate.
Since the accumulated net actuarial losses exceed 10% of
the higher of the market value of plan assets or the PBO at
the beginning of the year, amortization of such excess
over the average remaining service period of active
employees expected to receive benefits has been inciuded
in net periodic benefit costs for pension and other
postretirement benefits in each of the last three years.
Accumulated prior service cost (credit)} is amortized over
the future service periods of those employees who are
active at the dates of the plan amendments and who are
expected to receive benefits.

The increase (decrease) in accumulated other
comprehensive loss (pretax) in 2007 relating to defined
benefit pension and other postretirement benefits consists of: .

Other
Postretirement

(Milligns) Pensions Benefits
Net actuarial (gain) loss arising during the
year $(148) $ 16
New prior service cost {credit) 2 (57
Amortization of actuarial loss (77) (33)
Amortization of prior service (cost) credit {14) 12
Impact of curtailment (20) (16)
Foreign currency translation adjustmenis
and other 30 4

Net change $(227) $(74)

The net actuarial gain arising during 2007 related to our
pension plans was primarily due to an increase in the
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discount rate partially offset by lower than expected plan
asset returns for our non-U.S. plans,

The estimated amounts of accuimulated net actuarial
loss and pricr service cost for the defined benefit pension
plans that will be amortized from accumulated other
. comprehensive (loss) income into net periodic benefit cost
in 2008 are $61 million and $11 million, respectively. The
estimated amounts of accumnulated net actuarial loss and
prior service (credit) for the other postretirement benefit
plans that will be amortized from accumulated other
comprehensive (loss) income into net periodic benefit cost
in 2008 are $25 million and $(19) million, respectively.

Net periodic benefit cost for the three years ended
December 31, 2007, includes the following;

Other
Postretirement
Pensions Benefits
(Millions) 2007 2006 2005 2007 2006 2003
Service cost 3 69 % 74 § 645 24 % 27 $ 24
Interest cost 214 197 189 64 62 63
Expected retum
on plan assets (267)  (232) (229 — — —
Amortization of
prior service
cost {credit) 14 15 19 (12) (15) (15}
Amortization of ’
actuarial losses 77 105 78 33 38 35
Curtailments and
special termination
benefits 12 — — 5 — —
Net periodic
benefit cost $ 119 $ 159 $ 126 & 114 3 112 $ 107

Net periodic benefit cost is included in “Cost of sales,
exclusive ol depreciation and amortization,” “Selling,
general and administrative™ and “Research and
development” in the accompanying consolidated
statement of income.

Assumptions

The following weighted average assumptions were used to
determine the benefit obligation for our defined benefit
pension and other postretirement plans as of December
31, 2007 and 2006:

2007 2006
Discount rate 6.2% 5.7%
Rate of compersation increase 4.1%  4.0%

The following weighted average assumptions were used to
determine the net periodic benefit cost for our defined
benefit pension and other postretirement benefit plans for
the three years ended December 31, 2007:

2007 2006 2005
Discounl rate 5.7% 5.5%  59%
Expected return on assels 83% 84% B4%
Rate of compensation increase 4.0% 4.1% 4.0%

These assumpiions are reviewed on an annual basis. In
determining the expected return on plan asset
assumption, the Company evaluates the mix of
investments that comprise plan assets and external
forecasts of future long-term investment returns. The
expected return on plan assets assumption to be used in
determining 2008 net periodic pension expense will be
B.5% for the U.S. plans, which is the same rate used for
2007.

As of December 31, 2005, the Company began to us:
a newer and more relevant mortality table known as RP
2000, in order to calculate its U.S. defined benefit pension
and other postretirement liabilities. Previously, the
Company had used the GAM 83 mor1ality table to
calculate these liabilities. This change in the mortality
assumption increased net periodic benefit costs in 2006
by approximately $13 million and $4 million for our
defined benefit pension and other postretirement benefit
plans, respectively.

The weighted-average healthcare cost trend rate used
was 8.0% for 2007 declining to 5.0% in the year 2011. For
2008, the weighted-average healthcare cost trend rate used
will be 8.0% declining to 5.0% in the year 2014. These
assumnptions are reviewed on an annual basis. In selecting
rates for current and long-term health care assumptions,
the Company takes into consideration a number of factors
including the Company’s actual health care cost increases,
the design of the Company’s benefit programs, the
demographics of the Company’s active and retiree
populations and expectations of future medical cost
inflation rates. If these 2008 trend rates were increased or
decreased by one percentage point per year, such increase
or decrease would have the {ollowing effects:

One-Percentage Point

(Millions} Increase  Decrease
Increase {decrease} in the aggregate of service

and interest cost components $ 10 $ (&)
Increase (decrease) in the benefit obligation $103 $(86)

Contributions

On August 17, 2006, the Pension Protection Act of 2006
(“PPA") was signed into law, changing the funding
requirements for our U.5. defined benefit pension plans
beginning in 2008. Under current funding requirements,
PPG did not have to make a mandatory conuribution to
our U.S, plans in 2007, and, while we are currently
awaiting final guidance on the PPA, we do not expect to
have a mandatory contribution to these plans in 2008 or
2009.

In both 2007 and 2006, we made voluntary
contributions to our U.S. defined benefit pension plans of
$100 million. We also made in 2007 and 2006
contributions to our non-U.5. defined benefit pension
plans of $48 million and $24 million, respectively, some
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of which were required by local funding requirements.
We expect to make mandatory contributions to our non-
U.S. plans in 2008 of approximately $62 million and we
may make voluntary contributions to our U.S. plans in
2008.

Benefit Payments

The estimated pension benefits to be paid under our
defined benefit pension plans during the next five years
are (in millions) $214 in 2008, $215 in 2009, $216 in
2010, $222 in 2011 and $227 in 2012 and are expected to
aggregate $1,238 million for the five years thereafter. The
estimated other postretirement benefits 1o be paid during
the next five years are (in millions) $78 in 2008, $80 in
2009, $81 in 2010, $82 in 2011 and $82 in 2012 and are
expected to aggregate $421 million for the five years
thereafter. The Company expecis to receive $2 million of
subsidy under the Medicare Act of 2003 during each of
the next five years and an aggregate amount of $6 million
for the five years thereafter. The 2007 subsidy under the
Medicare Act of 2003 was $6 million, of which $5 million
was received as of December 31, 2007. ’

Plan Assets

The following summarizes the target pension plan asset
allocation as of December 31, 2007, and the actual
pension plan asset allocations as of December 31, 2007
and 2006:

Target Assct Percentage of
Allocation as of  Plan Assets

Asset Calegory Dec. 31,2007 2007 2006

Equity securities 50-75% 60%  70%
Debt securities 25-50% 36%  26%
Real estate 0-10% 4% 4%
Other 0-10% 0% 0%

The pension plan assets are invested to generate
investmeni earnings over an extended time horizon to
help fund the cost of benefits promised under the plans
while controlling investment risk. In 2007, the shift in the
allocation of pension plan assets toward debt securities
was accompanied by an increase in the active
management of the portfolio in order to maintain the level
of expected return on plan assets.

Other Plans

The Company incurred costs for multi-employer pension
plans of $1 million in each of the years 2007, 2006 and
2005, The Company’s termination liability with respect to
these plans is estimated to be $6 million as of

December 31, 2007. Multi-etployer healthcare costs
totaled $1 million in each of the years 2007, 2006 and
2005.

The Company recognized expense for defined
contribution pension plans in 2007, 2006 and 2005 of $17
million, $11 million and $10 million, respectively. As of
December 31, 2007 and 2006, the Company’s liability
related to defined contribution pension plans was $6
million and $7 million, respectively.
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The Company has a deferred compensation plan for
certain key managers which allows them 1o defera
portion of their compensaticn in a phantom PPG stock
account or other phantom investment accounts. The
amount deferred earns a return based on the investment
options selected by the participant. The amount owed to
participants is an unfunded and unsecured general
obligation of the Company. Upon retirement, death,
disability or termination of employment, the
compensation deferred and related accumulated earnings
are distributed in accordance with the participant's
election in cash or in PPG stock, based on the accounis
selected by the participant.

The plan provides participants with investment
alternatives and the ability to transfer amounts between
the phantom non-PPG stock investment accounts. To
mitigate the impact on compensation expense of changes
in the market value of the liability, the Company has
purchased a porifolio of marketable securities that mirror
the phantom non-PPG stock investment accounts selected
by the participants except the money market accounts.
The changes in market value of these securities are also
included in earnings. Trading will occur in this portfolio
to align the securities held with the participant’s phantom
non-PPG stock investment accounts except the money
market accounts.

The cost of the deferred compensation plan, comprised
of dividend equivalents accrued on the phantom PPG stock
account, investment income and the change in market
value of the liability, was expense in 2007, 2006 and 2005
of $12 million, $9 million and $7 million, respectively.
These amounts are included in “Selling, general and
administrative” in the accompanying consolidated
statement of income, The change in market value of the
investment portfolio in 2007, 2006 and 2005 was income
of $9 millicn, $8 million and $6 million, respectively, of
which $2 million, $4 million and $1 million was realized
gains, respectively, and is also included in “Selling, general
and administrative.”

The Company's obligations under this plan, which
are included in “Accounts payable and accrued liabilities”
and “Other liabilities” in the accompanying consolidated
balance sheet, totaled $119 million and $113 million as of
December 31, 2007 and 2006, respectively, and the
investments in marketable securities, which are included
in “Investments” and “Other current assets” in the
accompanying consolidated balance sheet, were $84
mitlion and $77 million as of December 31, 2007 and
2006, respectively.

15. Commitments and Contingent Liabilities

PPG is involved in a number of lawsuits and claims, both
actual and potential, including some that it has asserted
against others, in which substantial monetary damages are
sought. These lawsuits and claims, the most significant of
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which are described betow, relate to contract, patent,
environmental, product liability, antitrust and other
matters arising out of the conduct of PPG’s current and
past business activities. To the extent that these lawsuits
and claims involve personal injury and property damage,
PPG believes it has adequale insurance; however, certain
of PPG's insurers are contesting coverage with respect to
some of these claims, and other insurers, as they had prior
to the asbestos settlement described below, may contest
coverage with respect to some of the asbestos claims if the
settlement is not implemented. PPG’s lawsuits and claims
against others include claims against insurers and other
third parties with respect to actual and contingent losses
related to environmental, asbestos and other matters.

The result of any future litigation of such lawsuits
and claims is inherently unpredictable. However,
managemenl believes that, in the aggregate, the outcome
of all lawsuits and claims involving PPG, including
asbestos-related claims in the event the settlement
described below does not become effective, will not have a
material effect on PPG's consolidated financial position or
liquidity; however, such outcome may be material to the
results of operations of any particular period in which

costs, if any, are recognized. |

Legacy Antitrust Matters

The Company has been named as a defendant, along with
various other co-defendants, in a number of antitrust
lawsuits filed in federal and state courts. These suits allege
that PPG acted with competitors 1o fix prices and allocate
markets in the flat glass and automotive refinish
industries. The plaintiffs in these cases are seeking
economic and, in cerlain cases, treble damages and
injunctive relief. As described below, we have either
settled or agreed 10 settle the most significant of these
cases.

Twenty-nine glass antitrust cases were filed in federal
courts, all of which were consolidated as a class action in
the 1.5, District Court for the Western District of
Pennsylvania located in Pitisburgh, Pa. By 2003, all of the
other defendants in the glass class action antitrust case
settled with the plaintiffs and were dismissed from the
case. On May 29, 2003, the Court granted PPG’s motion
for summary judgment dismissing the claims against PPG
in the glass class action antitrust case. The plaintiffs in
that case appealed that order to the U.S. Third Circuit
Court of Appeals. On September 30, 2004, the U.S. Third
Circuit Coust of Appeals affirmed in part and reversed in
part the dismissal of PPG and remanded the case for
further proceedings. PPG petitioned the U.S. Supreme
Court for permission to appeal the decision of the U.S.
Third Circuit Court of Appeals, however, the U.S.
Supreme Court rejected PPG's petition for review,

On October 19, 2003, PPG entered into a settlement
agreement to settle the federal glass class action antitrust

case in order to avoid the ongoing expense of this
protracied case, as well as the risks and uncertainties
associated with complex litigation involving jury trials.
Pursuant to the settlement agreement, PPG agreed to pay
$60 million and to bear up 1o $500,000 in settlement
administration costs. PPG recorded a charge for $61
million which is included in “Other charges” in the
accompanying consolidated statement of income for the
year ended December 31, 2005. These amounts were held
in escrow until the U.S. District Court entered an order on
February 7, 2006, approving the settlement. This order is
no longer appealable. As a result of the settlement, PPG
also paid $900,000 pursuant to a pre-existing contractual
obligation to a plaintiff that did not participate in the
federal glass class action antitrust case. Separately, on
November 8, 2006, PPG entered into a class-wide
settlement agreement to resolve all claims of indirect
purchasers of flat glass in California. PPG agreed to make
a payment of $2.5 million, inclusive of attorneys’ fees and
costs. On January 30, 2007, the Court granted preliminary
approval of the settlement. The Court has also approved
the form of notice to the settlement class. A hearing on
final approval of the settlement was cancelled and has not
been rescheduled. Independent state court cases remain
pending in Tennessee involving claims that are not
included in the settlement of the federal and California
glass class action antitrust cases. Notwithstanding that
PPG has agreed to settle the federal and California glass
class action antitrust cases, and is considering settlement,
of the Tennessee cases, PPG continues to believe that
there was no wrongdoing on the part of the Company and
also believes that PPG has meritorious defenses to the
independent state court cases.

Approximately 60 cases alleging antitrust violations
in the automotive refinish industry were filed in various
state and federal jurisdictions. The approximately 55
federal cases were consolidated as a class action in the
U.S. District Court lor the Eastern District of
Pennsylvania located in Philadelphia, Pa. Certain of the
defendants in the federal automotive refinish case settled
prior to PPG. Neither PPG’s investigation conducted
through its counsel of the allegations in these cases nor
the discovery conducted in the case has identified a basis
for the plaintiffs’ allegations that PPG participated in a
price-fixing conspiracy in the U.S. automotive refinish
industry. PPG’s management continues to believe that
there was no wrongdoing on the part of the Company and
that it has meritorious defenses in the federal automotive
refinish case. Nonetheless, it remained uncertain whether
the federal court ultimately would dismiss PPG, or
whether the case would go to trial. On September 14,
2006, PPG agreed to settle the federal class action for $23
million to avoid the ongoing expense of this protracted
case, as well as the risks and uncertainties associated with
complex litigation involving jury trials. PPG recorded a
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charge for $23 million. This amount was included in
“Other charges” in the accompanying consolidated
statement of income for the year ended December 31,
2006. This amount was held in escrow and, on December
28, 2007, the federal court approved the class action
settlement agreement. In January 2008, the $23 million
was released from escrow.

Class action lawsuits that mimic the {ederal class
action have been filed in five states (California, Maine,
Massachusetts, Tennessee and Vermont) pursuant to state
statutes on behalf of indirect purchasers of automotive
refinish products. A similar suit brought in a federal court
in New York City was dismissed on May 8, 2007. In the
fourth quarter of 2007, the case in Tennessee was
dismissed. PPG believes that there was no wrongdoing on
its part, and believes it has meritorious defenses to the
independent state court cases. Notwithstanding the
foregoing, to avoid the ongoing expense of protracted
litigation, as well as the risks and uncertainties associated
with complex litigation, PPG has agreed to settle the cases
in California, Maine and Massachusetts and is considering
potential settlement of the case in Vermont.

Other Legacy Matter

Beginning in April 1994, the Company was a defendant in
a suit filed by Marvin Windows and Doors (“Marvin”)
alleging numerous claims, including breach of warranty.
All of the plaintiff's claims, other than breach of warranty,
were dismissed. However, on February 14, 2002, a federal
jury awarded Marvin $136 million on the remaining
claim. Subsequently, the court added $20 million for
interest bringing the total judgment to $156 miilion. PPG
appealed that judgment and the appeals court heard the
parties’ arguments on June 9, 2003. On March 23, 2003,
the appeals court ruled against PPG. Subsequent to the
ruling by the court, PPG and Marvin agreed to settle this
matter for $150 million and PPG recorded a charge for
that amount in the [irst quarter of 2003, which is included
in “Other charges” in the accompanying consolidated
statement of income for the year ended December 31,
2005. PPG paid the settlement on April 28, 2005. PPG
subsequently received $51 million in insurance recoveries
related to this settlement; of which $33 million is
included in “Other charges” for the year ended

December 31, 2006, and the remainder was received in
the third quarter of 2005.

New Antitrust Matters

Early in 2008, five purported antitvust class actions
naming PPG and other flat glass producers were filed in
three different federal courts. The complaints allege that
the defendants conspired to {ix, raise, maintain and
stabilize the price and the terms and conditions of sale of
flat glass in the United States in violation of federal
antitrust laws. These cases and additional similar cases
that may follow will most likely be consolidated into one
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Federal Court class action. Many allegations in the
complaints are similar to those raised in recently
concluded proceedings in Europe in which fines were
levied against other flat glass producers arising out of
alleged antitrust violations. PPG was not involved in any
of the proceedings in Europe. PPG divested its European
flat glass business in 1998. PPG is aware of no
wrongdoing or conduct on its part that violated any
antitrust laws and it intends to vigorously defend its
position.

Asbestos Matters

For over 30 years, PPG has been a defendant in lawsuits
involving claims alleging personal injury from exposure
to asbestos. As of December 31, 2007, PPG was one of
many defendants in numerous asbestos-related lawsuits
involving approximately 114,000 open claims served on
PPG. Most of PPG’s potential exposure relates to
allegations by plaintiffs that PPG should be liable for
injuries involving asbestos-containing thermal insulation
products manufactured and distributed by Pittsburgh
Corning Corporation (“PC”). PPG and Corning
Incorporated are each 50% shareholders of PC, PPG has
denied responsibility for, and has defended, all claims for
any injuries caused by PC products.

On April 16, 2000, PC filed for Chapter 11 -
Bankruptcy in the U.S. Bankruptcy Court for the Western
District of Pennsylvania located in Pittsburgh, Pa.
Accordingly, in the first quarter of 2000, PPG recorded an
after-tax charge of $35 million for the write-off of all of its
investment in PC. As a consequence of the bankruptcy
filing and various motions and orders in that proceeding,
the asbestos litigation against PPG (as well as against PC)
has been stayed and the filing of additional asbestos suits
against them has been enjoined, until 30 days after the
effective date of a confirmed plan of recrganization for PC
substantially in accordance with the settlement
arrangement among PPG and several other parties
discussed below. The stay may be terminated if the
Bankruptcy Court determines that such a plan will not be
confirmed, or the settlement arrangement set forth below
is not likely to be consummated.

On May 14, 2002, PPG announced that it had agreed
with several other parties, including certain of its
insurance carriers, the official committee representing
asbestos claimants in the PC bankruptcy, and the legal
representatives of future ashestos claimants appointed in
the PC bankruptcy, on the terms of a settlement
arrangement relating to asbestos claims against PPG and
PC {(the “PPG Settlement Arrangement”).

On March 28, 2003, Corning Incorporated
announced that it had separately reached its own
arrangement with the representatives of asbestos
claimants for the settlement of certain ashestos claims that
might arise from PC products or operations (the “Corning
Settlement Arrangement”).
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The terms of the PPG Settlement Arrangement and
the Corning Settlement Arrangement have been
incorporated into a bankruptcy reorganization plan for PC
along with a disclosure statement deltscribing the plan,
which PC filed with the Bankruptey Court on April 30,
2003, Amendments to the plan and disclosure statement
were filed on August 18 and November 20, 2003.
Creditors and other parties with an interest in the
bankruptcy proceeding were entitled 1o file objections to
the disclosure statement and the plan of reorganization,
and a few parties filed objections. On November 26, 2003,
after considering objections to the second amended
disclosure statement and plan of reorganization, the
Bankruptcy Court entered an order approving such
disclosure statement and directing that it be sent to
creditors, including asbestos claimants, for voting. The
Bankruptcy Court established March 2, 2004 as the
deadline for receipt of votes. In order to approve the plan,
at least two thirds in amount and more than one-half in
number of the allowed creditors in a given class must vote
in favor of the plan, and for a plan to contain a channeling
injunction for present and future asbestos claims under
§524{(g) of the Bankruptcy Code, as described below, 75
percent of the asbestos claimants voting must vote in
favor of the plan. On March 16, 2004, notice was received
that the plan of reorganization received the required votes
to approve the plan with a channeling injunction. From
May 3-7, 2004, the Bankrupicy Court judge conducted a
hearing regarding the fairness of the settlement, including
whether the plan would be fair with respect 1o present
and future claimants, whether such claimants would be
treated in substantially the same manner, and whether the
protection provided to PPG and its participating insurers
would be fair in view of the assets they would convey to
the asbestos settlement trust (the “Trust™} to be
established as part of the plan. At that hearing, creditors
and other parties in interest raised objections to the PC
plan of reorganization. Following that hearing, the
Bankruptey Court set deadlines for the parties to develop
agreed-upon and contested Findings of Fact and
Conclusions of Law and scheduled oral argument for
contested items.

The Bankruptcy Court heard oral arguments on the
contested items on November 17-18, 2004. At the
conclusion of the hearing, the Bankruptcy Court agreed 1o
consider certain post-hearing written submissions. In a
further development, on February 2, 2005, the
Bankruptcy Court established a briefing schedule to
address whether certain aspects of a decision of the U.S.
Third Circuit Court of Appeals in an unrelated case have
any applicability to the PC plan of reorganization. Oral
arguments on the briefs were held on March 16, 2005.
During an omnibus hearing on February 28, 2006, the
Bankruptcy Judge stated that she was prepared to rule on
the PC plan of reorganization in the near future, provided
certain amendments were made to the plan. Those

amendments were filed, as directed, on March 17, 2006.
After further conferences and supplemental briefings, the
Court held final oral arguments on july 21, 2006 during
an omnibus hearing.

On December 21, 2006, the Bankruptcy Court issued
a ruling denying confirmation of the second amended PC
plan of reorganization. Several parties in interest,
including PPG, filed motions for reconsideration and/or to
alter or amend the December 21, 2006 ruling. Final
written submissions were filed on January 26, 2007. Oral
argument on the motions was held on March 5, 2007.
Upon reconsideration, the Bankruptcy Court may adhere
to its December 21, 2006 decision, may alter that decision
and confirm the plan or may amend the decision in a
manner that may provide further guidance on how the
plan could be modified and become conlirmable in the
Bankruptcy Court's view. During a January 10, 2008
hearing before the Bankruptcy Court, certain parties in
interest, including PPG, reported progress toward a third
amended plan of reorganization. It was reported that
those parties in interest anticipate that a third amended
plan of reorganization, il finally approved by the parties,
would address issues raised in the Court’s December 21,
2006 ruling. During a hearing on February 15, 2008, the
parties reported continued progress toward a third
amended plan, and the Bankruptcy Court ordered that a
further update be provided at an omnibus hearing later in
the first quarter of 2008.

_ However, if the Bankruptcy Court reconsiders its
decision and determines that the second amended plan is
confirmable, or if the Bankruptey Court's ruling is
reversed on appeal and the case remanded, the
Bankruptcy Court may enter a confirmation order. That
order may be appealed to or otherwise reviewed by the
U.S. District Court for the Western District of
Pennsylvania, located in Pittsburgh, Pa. Assuming that the
District Court approves a confirmation order following
any such appeal, interested parties could further appeal
the District Court’s order to the U.S. Third Circuit Court
of Appeals and subsequently seek review of any decision
of the Third Circuit Court of Appeals by the U. S.
Supreme Court. The PPG Settlement Arrangement will
not become effective until 30 days after the PC plan of
reorganization is finally approved by an appropriate court
otder that is no longer subject to appellate review (the
“Effective Date”).

If the PC plan of reorganization incorporating the
terms of the PPG Settlement Arrangement and the
Corning Settlement Arrangement is approved by the
Bankruptcy Court, the Court would enter a channeling
injunction under §524{(g) and other provisions of the
Bankruptcy Code, prohibiting present and future
claimants from asserting bodily injury claims after the
Effective Date against PPG or its subsidiaries or PC
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relating to the manufacture, distribution or sale of
ashestos-containing products by PC or PPG or its
subsidiaries. The injunction would also prohibit
codefendants in those cases from asserting claims against
PPG for contribution, indemnification or other recovery.
All such claims would be filed with the Trust and only
paid from the assets of the Trust.

The channeling injunction would not extend to
claims against PPG alleging injury caused by asbestos on
premises owned, leased or occupied by PPG (so called
“premises claims”), or claims alleging property damage
resulting from asbestos. There are no property damage
claims pending against PPG or its subsidiaries.
Historically, a small proportion of the claims against PPG
and its subsidiaries have been premises claims. As a result
of the settlements described below, and based upon recent
review and analysis, PPG believes that the number of
premises claims currently comprises less than 2% of the
total asbestos-related claims against PPG. PPG believes
that it has adequate insurance for the ashestos claims that
would not be covered by any channeling injunction and
thal any financial exposure resulting from such claims
will not have a material effect on PPG’s consolidated
financial position, liquidity or results of operations.

Beginning in late 2006, the Bankruptcy Court lifted
the stay with respect to certain premises claims against
PPG. As a result, PPG and its primary insurers have
settled approximately 450 premises claims and are
evaluating the voluminous factual, medical, and other
relevant information pertaining to an additional 350
claims that are being considered for potential settlernent.
PPG’s insurers agreed to provide insurance coverage for a
major portion of the payments made in connection with
the settled claitns. PPG accrued the portion of the
settlement amounts not covered by insurance. Other
asbestos-related claims remain subject to the stay, as
outlined above, although certain claimants have requested
the Court to lift the stay with respect to these claims.

PPG has no obligation to pay any amounts under the
PPG Settlement Arrangement entered into in 2002 until
the Effective Date. PPG and certain of its insurers (along
with PC) would then make payments to the Trust, which
would provide the sole source of payment for all present
and future asbestos bodily injury claims against PPG, its
subsidiaries or PC alleged to be caused by the
manufacture, distribution or sale of asbestos products by
these companies. PPG would convey the following assets
to the Trust. First, PPG would convey the stock it owns in
PC and Pittsburgh Corning Europe. Second, PPG would -
transfer 1,388,889 shares of PPG’s common stock. Third,
PPG would make aggregate cash payments to the Trust of
approximately $998 million, payable according to a fixed
payment schedule over 21 years, beginning on June 30,
2003, or, if later, the Effective Date. PPG would have the
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right, in its sole discretion, to prepay these cash paymenis
to the Trust at any time at a discount rate of 5.5% per
annum as of the prepayment date. Under the payment
schedule, the amount due June 30, 2003 was $75 million.
In addition to the conveyance of these assets, PPG would
pay $30 million in legal fees and expenses on behalf of the
Trust to recover proceeds from certain historical
insurance assets, including policies issued by certain
insurance carriers that are not participating in the
settlement, the rights to which would be assigned to the
Trust by PPG.

PPG’s participating historical insurance carriers
would make cash payments to the Trust of approximately
$1.7 billion between the Effective Date and 2023. These
payments could also be prepaid to the Trust at any time at
a discount rate of 5.5% per annum as of the prepayment
date. In addition, as referenced above, PPG would assign
to the Trust its rights, insofar as they relate 1o the asbestos
claims to be resolved by the Trust, to the proceeds of
policies issued by certain insurance carriers that are not
participating in the PPG Settlement Arrangement and
from the estates of insolvent insurers and state insurance
guaranty funds.

PPG would grant asbestos releases to all participating
insurers, subject to a coverage-in-place agreement with
certain insurers for the continuing coverage of premises
claims (discussed above). PPG would grant certain
participating insurers full policy releases on primary
policies and full product liability releases on excess
coverage policies. PPG would also grant certain other
participating excess insurers credit against their product
liability coverage limits.

In the second quarter of 2002, an initial charge of
$772 million was recorded for the estimated cost of the
PPG Settlement Arrangement which included the net
present value as of December 31, 2002, using a discount
rate of 5.5% of the aggregate cash payments of
approximately $998 million to be made by PPG 1o the
Trust. That amount also included the carrying value of
PPG’s stock in Pittsburgh Corning Europe, the fair value
as of june 30, 2002 of 1,388,889 shares of PPG common
stock and $30 million in legal fees of the Trust to he paid
by PPG, which together with the first payment originally
scheduled 1o be made to the Trust on June 30, 2003, were
reflected in the current liability for PPG’s asbestos
settlement in the consolidated balance sheet as of June 30,
2002. The net present value at that date of the remaining
payments of $566 million was recorded in the noncurrent
liability for ashestos settlement. The following table
summarizes the impact on our financial statements for the
three years ended December 31, 2007 resulting from the
PPG Settlement Arrangement including the change in fair
value of the stock to be transferred to the asbestos
settlement trust and the equity forward instrument (see
Note 11, “Derivative Financial Instruments and Hedge
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Activities”) and the increase in the net present value of
the future payments 1o be made to the Trust.
Consolidated Balance Sheet

Equity
Asbestos Settlement Liability goo0q
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The fair value of the equity forward instrument is
included as an other current asset as of December 31,
2007 and 2006 in the accompanying consolidated balance
sheet. Payments under the fixed payment schedule
require anmial payments that are due each June. The
current poriion of the asbestos settdement liability
included in the accompanying consolidated balance sheet
as of December 31, 2007, consists of all such payments
required through June 2008, the fair value of PPG'’s
common stock and legal fees and expenses. The amount
due June 30, 2009, of $38 million and the net present
value of the remaining payments is included in the long-
term asbestos settlement liability in the accompanying
consolidated balance sheet. For 2008, accretion expense
associated with the asbestos liability will be approximately
$5 million per quarter.

Because the [iling of asbestos clzlaims against the
Company has been enjoined since April 2000, a
significant number of additional claims may be filed
against the Company if the Bankruptcy Court stay were 10
expire. If the PPG Settlement Arrangement (or any
potential modification of that arrangement) is not
implemented, for any reason, and the Bankruptcy Court

stay expires, the Company intends to vigorously defend
the pending and any future asbestos claims against it and
its subsidiaries. The Company believes that it is not
responsible for any injuries caused by PC products, which
represent the preponderance of the pending bodily injury
claims against it. Prior to 2000, PPG had never been
found liable for any such claims, in numerous cases PPG
had been dismissed on motions prior to trial, and
aggregate settlements by PPG to date have been -
immaterial. In January 2000, in a trial in a state court in
Texas involving six plaintiffs, the jury found PPG not
liable. However, a week later in a separate trial also in a
state court in Texas, another jury found PPG, for the first
time, partly responsible far injuries to five plaimiffs
alleged to be caused by PC products. PPG intends to
appeal the adverse verdict in the event the settlement does
not become effective, or the stay is lifted as to these
claims, which are the subject ol a motion to lift the stay as
described above. Although PPG has successfully defended
asbestos claims brought against it in the past, in view of
the number of claims, and the questionable verdicts and
awards that other companies have experienced in asbestos
litigation, the result of any future litigation of such claims
is inherently unpredictable.

Environmental Maiters

It is PPG's policy to accrue expenses for environmental
contingencies when it is probable that a liability has been
incurred and the amount of loss can be reasonably
estimated. Reserves for environmental contingencies are
exclusive of claims against third parties and are generally
not discounted. In management’s opinion, the Company
operates in an environmentally sound manner and the
outcome of the Company’s environmental contingencies
will not have a material effect on PPG’s financial position
or liquidity; however, any such outcome may be material
to the results of operation of any particular period in
which cosis, if any, are recognized. Management
anticipates that the resolution of the Company’s
environmental contingencies will occur over an extended
period of time.

As of December 31, 2007 and 2006, PPG had reserves
for environmental contingencies totaling $276 million
and $282 mitlion, respectively, of which $37 million and
$65 million, respectively, were classified as current
liabilities. Pretax charges against income for
environmental remediation costs in 2007, 2006 and 2005
totaled $12 million, $207 million and $27 million,
respectively, and are included in “Other charges” in the
accompanying consolidated statement of income. Cash
outlays related to such environmental remediation
aggregated $19 million, $22 million and $14 million in
2007, 2006 and 2005, respectively.

Charges for estimated environmental remediation costs
in 2006 were significandy higher than our historical range.
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Our continuing efforts to analyze and assess the
environmental issues associated with a former chromium
manufacturing plant site located in Jersey City, NJ and at
the Calcasieu River Estuary located near our Lake Charles,
LA chlor-alkali plant resulted in a pre-tax charge of $173
million in the third quarter of 2006 for the estimated costs
of remediating these sites. Excluding 2006, pretax charges
against income have ranged between $10 million and $49
million per year for the past 15 years. We anticipate that
charges against income in 2008 for environmental
remediation costs will be within this historical range.

We expect cash outlays for environmental
remediation costs to be approximately $45 million in
2008 and to range from $35 million to $60 million
annually through 2012. It is possible that technological,
regulatory and enforcement developmenits, the results of
environmental studies and other factors could alier our
expectations with respect to charges against income and
future cash outlays. Specifically, the level of expected cash
outlays is highly dependent upon activity related to the
former chromium manufacturing plant site in New Jersey,
as PPG awaits approval of workplans that have been
submitted to the applicable regulatory agencies.

In New Jersey, PPG continues to perform its
obligations under an Administrative Consent Order
{(*ACO") with the New Jersey Department of
Environmental Protection (*NJDEP™). Since 1990, PPG has
remediated 47 of 61 residential and nonresidental sites
under the ACO. The most significant of the 14 remaining
sites is the former chromium manufacturing location in
Jersey City. The principal contaminant of concern is
hexavalent chromium. Based on current estimates, at least
500,000 tons of soil may be potentially impacted for all
remaining sites. As of December 31, 2007 and 2006 PPG
had reserves of $195 million and $198 million,
respectively, for environmental contingencies associated
with all New Jersey sites. The Company submitted a
[easibility study work plan to the NJDEP in October 2006
that includes review of the available remediation
technology alternatives [or the former chromium
manufacturing location. Under the feasibility study work
plan, remedial aliernatives which will be assessed include,
but are not limited to, soil excavation and offsite disposal in
a licensed disposal facility, in situ chemical stabilization of
soil and groundwater, and in situ solidification of soils. A
feasibility study is expected to be completed in 2009. In
addition, PPG is planning to conduct Interim Remedial
Measures (“IRMs”) at the site during 2008. Implementation
of these IRMs will assist in the evaluation of remedial
technologies required in the feasibility study. PPG has
submitted a Remedial Action Work Plan for one other of
the remaining sites under the ACO. This proposal has been
submitted to the NJDEP for approval. In addition,
investigation activities are ongoing for an additional six
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sites covered by the ACO adjacent to the former
manufacturing site with completion expected in 2008.
Investigation activities have not yet begun for the
remaining six sites covered by the ACO, but we believe the
results of the study at the former chromium manufacturing
location will also provide us with relevant information
concerning remediation alternatives at these sites.

As a result of the extensive analysis undertaken in
connection with the preparation and submission of the
feasibility study work plan for the former chromium
manufacturing location described above, the Company
recorded a pretax charge of $165 million in the third
quarter of 2006. The charge included estimated costs for
remediation at the 14 remaining ACO sites, including the
former manufacturing site, and for the resolution of
litigation [iled by NJDEP in May 2005 as discussed below.
The principal estimated cost elements of the third quarter
2006 charge and of the remaining reserve at December 31,
2007 were based on competitively derived or readily
available remediation industry cost data for representative
remedial options e.g., excavation and in situ stabilization/
solidification. The major cost components are (i} in place
soil treatment and transportation and disposal of
excavated soil and (ii) construction services (related to
soil excavation, groundwater management and site
security), which account for approximately 50% and 30%
of the reserve, respectively, as of December 31, 2007. The
reserve also includes estimated costs for remedial
investigation, interim remedial measures, engincering and
project management. The most significant assumptions
underlying the reserve are those related to the extent and
concentration of chromium impacts in the soil, as these
will determine the quantity of soil that must be treated in
place, the quantity that will have to be excavated and
transported for offsite disposal, and the nature of disposal
required. The charges are exclusive of any third party
indemnification, as management believes the likelihood of
receiving any such amounts to be remote.

Multiple future events, including completion of
feasibility studies, remedy selection, remedy design and
remedy implementation involving governmental agency
action or approvals will he required, and considerable
unceriainty exists regarding the timing of these future
events for the remaining 14 sites covered by the ACO.
Final resolution of these events is expected 1o occur over
an extended period of time. However, based on current
information, it is expected that feasibility study approval
and remedy selection could occur during 2009 for the
former chromium plant and six adjacent sites, while
remedy design and approval could occur during 2009 to
2010, and remedy implementation could occur during
2010 to 2014, with some period of long-term monitoring
for remedy effectiveness to follow related to these seven
sites. One other site is expected to be remediated during
2008 to 2009. Activities at the six other sites have not yet
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begun and the timing of future events related to these
sites cannot be predicted at this time. As these events
occur and to the extent that the cost estimates of the
environmenial remediation remedies change, the existing
reserve for this environmental remediation will be
adjusted. Based on current information, we expect cash
outlays relatzd to remediation efforts in New Jersey to
range from $15 million to $20 millicn in 2008 and $30
million to $45 million annually from 2009 through 2012.

In May 2005, the NJDEP filed a complaint against
PPG and two other former chromium producers seeking
to hold the parties responsible for a further 53 sites where
the source of chromium contamination is not known and
1o recover costs incurred by the agency in connection
with its response activities at certain of those sites. This
case is in discovery with ongoing mediation to resolve the
allocation of these additional sites among the three
companies.

In Lake Charles, the U.S. Environmental Protection
Agency ("USEPA™) has completed investigation of
contamination levels in the Calcasieu River estuary and
issued a Final Remedial Investigation Report in September
2003, which incorporates the Human Health and
Ecological Risk Assessments, indicating that elevated
levels of risk exist in the estuary. PPG and other
potentially responsible parties are performing a feasibility
study under the authority of the Louisiana Department of
Environmental Quality (“LDEQ"). PPG’s exposure with
respect to the Calcasieu Estuary is focused on the lower
few miles of Bayou d'Inde, a small tributary to the
Calcasieu Estuary near PPG’s Lake Charles facility, and
about 150 to 200 acres of adjacent marshes. The
Company and three other potentially responsible parties
submitted a draft remediation feasibility study report o
the LDEQ in October 2006. The proposed remedial
alternatives include sediment dredging, sediment capping,
and biomonitoring of fish and shellfish. Principal
contaminants of concern which may require remediation
include various metals, dioxins and furans, and
polychlorinated biphenyls. In response to agency
comments cn the draft study, the companies are
undertaking additional investigation and will updaie the
study. As a result of the analysis undertaken in
cannection with the preparation and submission of the
draft feasibility study, PPG recorded a pretax charge of $8
million in the third quarter of 2006 for its estimated share
of the remediation costs at this site.

Multiple future events, such as feasibility studies,
remedy selection, remedy design and remedy
implementation involving agency action or approvals will
be required and considerable uncertainty exists regarding
the timing of these future events. Final resolution of these
events is expected to occur over an extended period of
time. However, based on currently available information it

is expected that feasibility study approval and remedy
selection could occur in 2008, remedy design and
approval could occur during 2008 or 2009, and remedy
implementation could occur during 2009 to 2012 with
some period of long-term monitoring for remedy
effectiveness to follow.

In addition to the amounts currently reserved for
environmental remediation, the Company may be subject
to loss contingencies related to environmental matters
estimated to be as much as $200 million to $300 million,
which range is unchanged since December 31, 2006. Such
unreserved losses are reasonably possible but are not
currently considered to be probable of occurrence. This
range of reasonably possible unreserved loss relates to
environmenizal matters at a number of sites; however,
about 40% of this range relates 10 additional costs at the
former chromium manufacturing plant site and related
sites in Jersey City, NJ, and about 30% relates to three
operating PPG plant sites in our chemicals businesses.
The loss contingencies related to these sites include
significant unresolved issues such as the nature and
extent of contamination at these sites and the methods
that may have to be employed to remediate them.

The status of the remediation activity at the sites in
New Jersey and at the Calcasieu River estuary in
Louisiana and the factors that could result in the need for
additional environmental remediation reserves at those
sites are described above. Initial remedial actions are
occurring at the three operating plant sites in our
chemicals businesses. These three operating plant sites
include our Barberton, OH, Lake Charles, LA and
Natrium, WV locations. At Barberton, we have completed
a Facility Investigation and Corrective Measure Study
(“CMS5") under USEPA’s Resource Conservation and
Recycling Act ("RCRA™) Corrective Action Program.
Currently, we are implementing the remediation
alternatives recommended in the CMS using a
performance-based approach with USEPA Region V
oversight. Similarly, we have completed a Facility
Investigation and CMS lor our Lake Charles facility under
the oversight of the LDEQ. The LDEQ has accepted our
proposed remedial alternatives which are expected to be
incorporated into the facility’s RCRA operating permit
during 2008. Planning for or implementation of these
proposed alternatives is in progress. At our Natrium
facility, a Facility Investigation has been completed, initial
interim remedial measures have been implemented to
mitigate soil impacts but additional investigation is
required to more fully define the nature and extent of
groundwater contamination and to identify appropriate,
additional remedial actions.

With respect to certain waste sites, the financial
condition of any other potentially responsible parties also
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contributes to the uncertainty of estimating PPG’s final
costs. Although contributors of waste to sites involving
other potentially responsible parties may face
governmenial agency assertions of joint and several
liability, in general, final allocations of costs are made
based on the relative contributions of wastes to such sites.
PPG is generally not a major contributor to such sites.

The impact of evolving programs, such as natural
resource damage claims, industrial site reuse initiatives
and state remediation programs, also adds to the present

uncertainties with regard to the ultimate resolution of this

unreserved .exposure to future loss. The Company’s
assessment of the potential impact of these environmental
contingencies is subject to considerable uncertainty due
to the complex, ongoing and evolving process of
investigation and remediation, if necessary, of such
environmental contingencies, and the potential for
technological and regulatory developments.

Other Matters

In June 2003, our partners in a fiber glass joint venture in
Venezuela filed for bankrupicy. These proceedings have
been in progress since 2003 and remain unresolved,
which has created uncertainty concerning the future of
the joint venture. After an extensive evaluation of a
variety of options concerning the path forward, we have
concluded that we will not be able to recover the carrying
atmount of our investment in and receivables from this
joint venture and have written those assets off in the [irst
quarter of 2007 by taking a pre-tax charge against
carnings of $10 million which is included in “Other
charges” in the accompanying consolidated statement of
income.

16. Shareholders’ Equity

A class of 10 million shares of preferred stock, without
par value, is authorized but unissued. Common stock has
a par value of $1.66%3 per share; 600 million shares are
authorized.

The following table summarizes the shares
outstanding for the three years ended December 31, 2007:

Common Treasury ESOP Shares

Stock Stock Shares  Outstanding
Balance,
January 1, 2005 290,573,068 (118,438,561) (132,712) 172,001,795
Purchases — {9,401,300) — (9,401,300}
Issuances/releases — 1,669,955 6,840 2,676,795
Balance,
Decémber 31, 2005 290,573,068 (125,169,906} (125,872) 165,277,290
Purchases — (2,343.215) —  (2,343.215)
{ssuancesfreleases — 1,139,214 8,464 1,147,678
Balance,
December 31,2006 290,573,068 (126,373,907) (117,408) 164,081,753
Purchases — (3,682,791} — (3,682,791)
Issuances/releases — 3,284,208 117,408 3,401,706
Balance,
December 31, 2007 290,573,068 (126,772,400) — 163,800,668
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ESOP shares represent the unreleased new shares held by
the ESOP that are not considered outstanding under

SOP 93-6 (see Note 1, “Summary of Significant Accounting
Policies” and Note 18, “Employee Stock Ownership Plan”).
The number of ESOP shares changes as a result of the
purchases of new shares and releases of shares 1o
participant accounts by the ESOP.

PPG has a Shareholders’ Rights Plan, under which
each share of the Company’s outstanding commeon stock
has an associated preferred share purchase right. The
rights are exercisable only under certain circumstances
and allow holders of such rights to purchase common
stock of PPG or an acquiring compaiy at a discounted
price, which would generally be 50% of the respective
stocks’ then current fair market value. The Shareholders’
Rights Plan expires April 30, 2008.

Per share cash dividends paid were $2.04 in 2007,
$1.91 in 2006 and $1.86 in 2005.

17. Accumulated Other Comprehensive Loss

Accum-

Pension and ulated

Other Unrealized Other

Unrealized Posireti-  Gain (Loss) Unrealized Compre-

Currency  rement on Gain (Loss)  kensive
Translation  Bencfit  Marketable on (Loss)
{Millions} Adjustment Adjustments  Sccurities  Derivatives  Income
Balance,
January 1, 2005 5 168 $ (595) $ (1 $ (7} 5(435)
Net change (215) (173) 1 3 (384)
Balance,
December 31, 2005 47) (768) —_ (4) {819)
Net change 179 (289) 3 (E3) (120)
Balance,
December 31, 2006. 132 (1,057) 3 a7 (939)
Ner Change 260 90 - 7 357
Balance,
December 31, 2007 5 392 $ (967) $ 3 $(10) $(582)

Unrealized currency translation adjustments exclude
income tax expense (benefit) given that the earnings of
non-U.S, subsidiaries are deemed to be reinvested for an
indefinite period of time. The tax (cost} benefit related to
the adjustment for pension and other postretirement
benefits for the years ended December 31, 2007, 2006 and
2005 was $(211) million, $243 million and $107 million,
respectively. The cumulative tax benefit related to the
adjustment for pension and other postretirement benefits
at December 31, 2007 and 2006 was $491 million and
$702 million, respectively. The tax (cost) related to the
change in the unrealized gain (loss) on marketable
securities for the years ended December 31, 2007, 2006
and 2005 was $(0.3) million, $(2) million and $(0.4)
million, respectively. The tax {cost) benefit related to the
change in the unrealized gain (loss) on derivatives lor the
years ended December 31, 2007, 2006 and 2005 was $(5)
million, $9 million and $(2) million, respectively.

18. Employee Stock Ownership Plan

Qur ESQP covers substantially all U.S. employees. The
Company makes matching contributions to the ESOP
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based upon participants’ savings, subject to certain
limitations. For most participants not covered by a
collective bargaining agreement, Company-matching
contributions for the two-year period ended December 31,
2006, were computed by multiplying each participant's
monthly contribution or portion thereof, as defined by the
ESOP's plan document, by a percentage based on the
Company’s return on capital of the prior year. Effective
January 1, 2007, the ESOP’s plan document was amended
to state that the Company match rate established each
year will be at the discretion of the Company with the
match being 100% in 2007, applied to a maximum of 6%
of eligible participant compensation. For those
participants whose employment is covered by a collective
bargaining agreement, the level of Company-matching
contributions, if any, is determined by the collective
bargaining agreement.

Compensation expense related to the ESOP for 2007,
2006 and 2005 totaled $16 million, $15 million and
$17 million, respectively. Cash contributions to the ESOP
for 2007, 2006 and 2005 wotaled $14 million, $16 million
and $19 million, respectively. Interest expense totaled
$1 million for 2007, $2 million for 2006 and $3 million =
for 20053, respectively. The tax deductible dividends on
PPG shares held by the ESOP were $29 million, $33
million and $34 million for 2007, 2006 and 2005,
respectively.

Shares held by the ESOP as of December 31, 2007
and 2006, are as follows:

2007 2006
Old New old New
Shares Shares Shares Shares
Allocated shares 13,400,334 3,974,446 12,823,689 3 857,038
Unreleased shates —_ — 576,645 117,408

Total 13,400,334 3,974,446 13,400,334 3,974,446

The fair value of unreleased new ESOP shares was
$8 million as of December 31, 2006.

19. Other Earnings

1 2007

(Millions) 2006 2005

Interest income $ 20 $ 14 $ 13

Royalty income "ag 43 35

Share of net eamings of equity affiliates

(See Note 6} 30 33 13

Other 57 41 46
Total $ 131 $ 107

3 155

20. Stock-Based Compensation

The Company's stock-based compensation includes stock
options, restricted stock units (“RSUs™) and annual grants
of contingent shares that are earned based on achieving
targeted levels of total shareholderreturn. On April 20,
2006, the PPG Industries, Inc. Omnibus Incentive Plan
(“PPG Omnibus Plan™) was appro{red by shareholders of

the Company. The PPG Omnibus Plan consolidated into
one plan several of the Company’s previously existing
compensatory plans providing for equity-based and cash
incentive awards to certain of the Company’s employees
and directors. Effective April 20, 2006, all grants of stock.
options, RSUs and contingent shares are made under the
PPG Omnibus Plan. The provisions of the PPG Omnibus
Plan do not modify the terms of awards that were granted
under the Company's previously existing compensatory
plans. Shares available for future grants under the PPG
Omnibus Plan were 8.7 million as of December 31, 2007.

Total stock-based compensation cost was $46 million,
%34 million and $75 million in 2007, 2006 and 2005,
respectively. Stock-based compensation cost for 2005
includes $50 million for amounts paid under the
Company’s incentive compensation and management
award plans, which allowed for payment partially in PPG
common stock in 2005. These plans no longer allow for
payment in PPG common stock, and therefore are not
included in the amount of total stock-based compensation
cost in 2007 and 2006. The total income tax benefit
recognized in the income statement related to the stock-
based compensation was $17 million, $12 million and
$29 million in 2007, 2006 and 2005, respectively.

Stock Options

PPG has outstanding stock option awards that have been
granted under three stock option plans: the PPG
Industries, Inc. Stock Plan (*PPG Stock Plan™}, the PPG
Industries, Inc. Challenge 2000 Stock Plan (“PPG
Challenge 2000 Stock Plan™) and the PPG Omnibus Plan.
Under the PPG Omnibus Plan and the PPG Stock Plan,
certain employees of the Company have been granted
options to purchase shares of common stock at prices
equal to the fair market value of the shares on the date the
options were granted. The options are generally
exercisable beginning from six to 48 months after being
granted and have a maximum term of 10 years. Upon
exercise of a stock option, shares of Company stock are
issued from treasury stock. The PPG Stock Plan includes a
restored option provision for options originally granted
prior to January 1, 2003 that allows an optionee to
exercise options and satisfy the option price by certifying
ownership of mature shares of PPG common stock with
equivalent market value.

On July 1, 1998, under the PPG Challenge 2000
Stock Plan, the Company granted to substantially all
active employees of the Company and its majority owned
subsidiaries the option 10 purchase 100 shares of common
stock at its then fair market value of $70 per share. The
options became exercisable on July 1, 2003 and expire on
June 30, 2008.

The fair value of stock options issued 1o employees is
measured on the date of grant and is recognized as expernse
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over the requisite service period. PPG estimates the fair
value of stock options using the Black-Scholes option
pricing model. The risk-free interest rate is determined by
using the U.S. Treasury yield curve at the date of the grant
and using a maturity equal to the expected life of the
option. The expected life of options is calculated using the
average of the vesting term and the maximum term, as
prescribed by SEC Staff Accounting Bulletin No. 107,
“Share-Based Payment”. The expected dividend yield and
volatility are based on historical stock prices and dividend
amounts over past time periods equal in length to the
expected life of the options. The fair value of each grant
was calculated with the following weighted average
assumptions:

2007 2006 2005

Risk free interest rate 43% 47% 3.8%
Expected life of option in years 5.5 5.3 43
Expected dividend yield 31%  31%  31%

Expected volatility 22.6% 24.1%

26.3%

The weighted average fair value of options granted was
$14.08 per share, $12.91 per share, and $12.57 per share
for the years ended December 31, 2007, 2006, and 2005,
respectively.

A summary of stock options outstanding and
exercisable and activity for the year ended December 31,
2007 is presented below:

Weighted
Average
Weighted  Remaining
Average  Contractual Intrinsic
Number of  Exercise Life Value
Shares Price (in years)  {in millions)
Ouistanding,
Jan. 1,2007 10,961,249  $60.57 4.4 $62
Granted 1,261,261 $70.69 -
Exercised (3.687,153) $61.58
Forfeited/
Expired (235,774)  $69.90
Outstanding,
Dec. 31, 2007 8,299,583 $61.40 4.6 $76
Vested or expected
1o vest,
Dec. 31, 2007 8,265,815 $61.59 4.5 $74
Exercisable, )
Dec. 31, 2007 5,950,939  $59.09 3.3 $68

At December 31, 2007, there was $10 million of total
unrecognized compensation cost related to outstanding
stock options that have not yet vested. This cost is
expected to be recognized as expense over a weighted
average period of 1.4 years.
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The following table presents stock option activity for
the years ended December 31, 2007, 2006 and 2005:

(Millions) 2007 2006 2005
Total intrinsic value of stock options exercised $47 %16 % 42
Cash received from stock option exercises 194 53 138
Income tax benefit from the exercise of stock

options 17 6 16
Total fair value of stock options vested 29 4 11

Restricted Stock Units

Long-term incentive value is delivered to selecied key
management employees by granting RSUs, which have
either time or performance-based vesting {eatures. The
fair value of an RSU is equal to the market value of a share
of stock on the date of grant. Time-based RSUs vest over
the three-year period following the date of grant, unless
forfeited, and will be paid out in the form of stock, cash or
a combination of both at the Company's discretion at the
end of the three-year vesting period. Performance-based
RSUs vest based on achieving specific annual performance
targets for earnings per share growth and cash flow return
on capital over the three-year period following the date of
grant. Unless forfeited, the performance-based RSUs will
be paid out in the form of stock, cash or a combination of
both at the Company’s discretion at the end of the three-
year vesting period if PPG meets the performance targets.
The actual award for performance-based vesting may
range from 0% to 150% of the original grant, as 50% of
the grant vests in each year that targets are met during the
three-year period. If the designated performance targets
are not met in any of the three years in an award period,
no payout will be made on the performance-based RSUs.
The performance-based RSUs granted in 2005 will vest at
the 150% level. For the purposes of expense recognition
we have assumed that performance-based RSUs granted in
2006 and 2007 will vest at the 100% level. The
performance targets for 2005, 2006, and 2007 were
achieved.

The following table summarizes RSU activity for the
year ended December 31, 2007:

Weighted Intrinsic
Numberof  Average Value
Shares Fair Value  (in millions)
Quistanding, Jan. 1, 2007 475,388 $59.95 $31
Granted 259,135 $63.09
Additional Shares Vested 87,880 $66.33
Forfeited (13,990} $63.11
Outstanding, Dec. 31, 2007 808,413 $61.60 $57
Vested or expected to vest,
Dec. 31, 2007 789,706 $61.64 $55

There was $11 million of total unrecognized compensation
cost related to nonvested RSUs outstanding as of
December 31, 2007. This cost is expected to be recognized
as expense over a weighted average period of 1.5 years.
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Contingent Share Grants

The Company also provides grants of contingent shares 10
selected key e¢xecutives that may be earned based on PPG
total shareholder return over the three-year period
following the date of grant. Contingent share grants
(*TSR™) are made annually and are paid out at the end of
each three-year period based on the Company's
performance. For awards granted in 2006 and 2007,
performance is measured by determining the percentile
rank of the total shareholder return of PPG Common
Stock (stock price plus accumulated dividends) in relation
to the total shareholder return of the S&P 500 and, the
S&P 500 Materials sector. {For awards prior to 2006,
performance was measured against only the S&P 500
Materials sector.) The payment of awards following the
three-year award period will be based on performance
achieved in accordance with the scale set forth in the plan
agreement and may range from 0% to 220% of the initial
grant. A payout of 100% is earned if the target
performance is achieved. Contingent share awards earn
dividend equivalents during the three-year award period,
which are credited to participants in the form of common
stock equivalents. Any payments made at the end of the
award period may be in the form of stock, cash or a
combination of both. The TSR awards qualify as liability
awards, and compensation expense is recognized over the
three-year award period based on the fair value of the
awards (giving consideration to the Company’s percentile
rank of total shareholder return) remeasured in each
reporting period until settlement of ;the awards,

As of December 31, 2007, there was $4 million of
total unrecognized compensation cost related to
outstanding TSR awards based on the current estimate of
fair value. This cost is expected to be recognized as
expense over a weighted average period of 1.7 years.

21. Advertising Costs '

Advertising costs are expensed in the year incurred and
totaled $156 million, $121 million and $103 million in
2007, 2006 and 2005, respectively.

22. Research and Development

23. Quarterly Financial Information (unaudited)

2007 Quarter Ended

(Millions) 2007 2006 2005
Research and development — total $ 354  § 321 $ 310
Less depreciation on research facilities 15 16 16
Research and development — net $339  §$305 $ 204

Millions
{except per shdre ameunts) March 31 June 30 Sepe. 30 Dec. 31 Total
Nel sales' $2632 $2.877 $2823 32,874 $11,206
Cost of Salestm 1677 1802 1,762 1846 7,087
Income from .
continuing operations 176 231 215 193 815
Income from
discontinued operations 18 18 (24) 7 19
Net income $ 194 $ 249 % 191 § 200 $ 8B3%
Larnings Per Conmmon Share:
income from
continuing operations $ 107 $ 140 %130 %1.18% 495
Income from
discontinued operations 0.11 01! {0.14) 0.04 0.12
MNet income $ 118 $ 151 % 1.16 $ 122§ 507

Earnings Per Common Share —
Assuming Dilution:
Income from
continuing operations $ L.06 5139 51,290 %117 § 491

Income from
discontinued operations 0.11 0.11 {0.14) 0.04 0.12
Net income $ 117 %150 § 1.15 5121 % 5.03
2006 Quarter Ended
Millions
(except per share amounts) March 31 June 30 Sept. 30 Dec. 31 Total
Net salest $2351 $2506 $2504 $2500 $9.861
Cost of Salestxn 1470 1,512 1575 1,596 6,153
[ncome from
continuing operations® 172 261 70 150 633
Income [rom !
discontinued operations 12 19 20 7 55
Net income $ 184 5 280 %5 90 % 157 5 Tl
Earnings Per Common Share:
Income from
continuing operations § 104 $ 157 5042 § 091 § 354
Income from -
discontinued operations 0,07 0,12 0.12 004 Q.35
Net income $ 111 $ 169 054 $ 095 § 429
Farnings Per Common Share —
Assuming Dilution:
Income from
continuing operations $ 104 $ 156 %042 $ 0.0 § 3.92
Income from
discontinued operations 0.07 0.12 0412 004 035
Net income $ 111 %168 $ 054 $ 094 § 4.27

(1) Amounts exclude the operating results related to the Company’s
automotive glass businesses and fine chemicals businesses, which were
reclassified to discontinued operations beginning in the third quarter of
2007. 5ee Note 3, “Discontinued Operations an§ Assets Held?or Sale.”

(2} Exclusive of depreciation and amortization.

24. Reportable Business Segment Information

Segment Organization and Products

PPG is a multinational manufacturer with 11 operating
segments that are organized based on our major products
lines. These operating segments are also our reporting
units for purposes of testing goodwill for impairment (see
Note 1, “Summary of Significant Accounting Policies™).
The operating segments have been aggregated based on
economic similarities, the nature of their products,
production processes, end-use markets and methods of
distribution into five reportable business segments.
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The Performance Coatings reportable segment is
comprised of the refinish, aerospace and architectural
coatings operating segments. This reportable segment
primarily supplies a variety of protective and decorative
coatings, sealants and finishes along with paint strippers,
transparent armor, transparencies, stains and related
chemicals that are used by customers in addition to our
coatings, sealants and finishes.

The Industrial Coatings reportable segment is
comprised of the automotive, industrial and packaging
coatings operating segments. This reportable segment
primarily supplies a variety of protective and decorative
coatings and finishes along with adhesives, sealants, inks
and metal pretreatment products.

The Optical and Specialty Materials reportable
segment is comprised of the optical products and silica
operating segments. The primary Optical and Specialty
Materials products are Transitions® lenses, sunlenses,
optical materials, polarized film and amorphous
precipitated silica products. Transitions® lenses are
processed and distributed by PPG’s 51%-owned joint
venture with Essilor International.

The Commodity Chemicals reportable segment is
comprised of the chlor-alkali and derivatives operating
segment. The primary chlor-alkali and derivative products
are chlorine, caustic soda, vinyl chloride monomer,
chlorinated solvents, chlorinated benzenes, calcium
hypochlorite, ethylene dichloride and phosgene derivatives.

The Glass reportable segment is comprised of the
performance glazings and fiber glass operating segments.
This reportable segment primarily supplies flat glass and
continuous-strand fiber glass products.

Production facilities and markets for Performance
Coatings, Industrial Coatings, Optical and Specialty
Materials, Commodity Chemicals and Glass are
predominantly in North America and Europe. Our
reportable segments continue to pursue opportunities to
further develop markets in Asia, Eastern Europe and Latin
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America. Fach of the reportable segments in which PPG is
engaged is highly competitive. However, the
diversification of product lines and worldwide markets
served tends to minimize the impact on PPG’s total sales
and earnings from changes in demand in a particular
market or in a particular geographic area.

The accounting policies of the operating segments are
the same as those described in the summary of significant
accounting policies. The Company allocates resources to
operating segments and evaluates the performance of
operating segments hased upon segment income, which is
earnings before interest expense — net, income taxes and
minority interest and which may exclude certain charges
which are considered to be unusual or non-recurring.
Legacy costs include current costs related to former
operations of the Company, including certain
environmental remediation, pension and other
postretirement benefit costs, and certain charges for legal
and other matters which are considered to be unusual or
non-recurring, These legacy costs are excluded from the
segment income that is used to evaluate the performance
of the operating segmenis. A substantial portion of
corporate administrative expenses is allocated to the
operating segments. The portion not allocated to the
operating segments primarily represents the cost of
corporate legal cases, net of related insurance recoveries, a
business process redesign project in Europe and certain
insurance and employee benefit programs and is included
in the amount presented as Corporate unallocated loss.
Net periodic pension expense is allocated to the operating
segments. :

For Optical and Specialty Materials, Commodity
Chemicals and Glass, intersegment sales and transfers are
recorded at selling prices that approximate market prices.
Product movement between Performance Coatings and
Industrial Coatings is very limited, is accounted for as an
inventory transfer and is recorded at cost plus a mark-up,
the impact of which is not significant to the segment
income of the two coatings reportable segments.
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Optical
and

(Millions) Performance Industrial Specialty Commodity Corporate /  Consolidated
Reportable Business Segments Coatings  Coatings Materials Chemicals®?  Glass  Eliminations® Totals
2007
Net sales 1o external customers ! $3,811 $3.046 $1,029 $1530 §1,181 $ — $11,206
Intersegment net sales ' — - 4 8 1 (13) —

Total net sales $3.811 $3.646  $1,033 $1,547 $1,182 $(13) $11,206
Segment income (loss} $ 563 $ 370 $ 235 % 243 § Q0 $ — $ 1,501
Corporate unallocated (67)
Legacy costs® (39)
Acquisition related costs )]
Asbestos settlement — net (see Note 153) 24
Interest — Net ' (73)
Unallocated stork based compensation {See Note 20)« {40)

Income before income taxes and minority interest $ 1,243
Depreciation and amortization (see Note 1) $ 108 $ B7 & 38 $§ 46 $ 73 $ 28 $ 380
Share of net earnings (loss) of equity affiliates 1 2 — 2 25 — 30
Segment assets™ 3,848 2,508 630 650 1,033 3,960 12,629
Investment in equity affiliates 3 15 — 4 144 i5 181
Expenditures for property ‘ 119 89 46 61 39 21 375

T

2006
Net sales to exiernal customers $3,088 $3,236 % 904  $1.483 $1,150 $— $ 9.861
Intersegment net sales 3 — 4 8 1 (16) —_

Total net sales $3,091 $3,236 $ 908 $1,491 $1,151 ${16) $ 9,861
Segment income (loss) : $ S5l4  $ 349 217 $ 285 § 99 $ — § 1464
Corporate unallocated ' (103
Restructuring {see Note 8) i (33)
Legacy costs® (233)
Asbestos settlement — net (see Note 15) (28)
Interest — Net I (6
Unallocated stock based compensation (Seé Note 20)® 34)

Income before income taxes and minority interest 962
Depreciation and amortization {see Note 1) $ B4 $ 87 % 35 $ 43 $ 71 $21 343
Share of net earnings of equity affiliates — 9 — — 24 — 33
Segment assetst® 3,297 2,216 548 609 1,073 2,324 10,067
Investment in equity affiliates — 16 — 5 146 15 182
Expenditures for property 128 116 59 63 49 29 444

I

2005 .
Net sales to external customers 52,668 $2021 % 791 $1,531 §1,117 $ — $ 9,028
intersegment net sales i 3 — 3 6 2 {14) —_

Total net sales 0 $2.671 $2921 § 794 $1,537 51,119 $(14) $ 9,028
Segment income (loss) $ 464 $ 284 % 199 $ 313 § 60 $ — $ 1,320
Corporate unallocated (69
Legacy costs® (256)
Asbestos settlement - net (see Note 15) 22
Interest — Net (68)
Unallocated stock based compensation (See Note 20) (25)

Income before income taxes and minority interest % B80
Depreciation and amortization (see Note 1) $ 76 $ 82 % 28 $ 44 % 72 $23 $ 325
Share of net earnings {loss) of equity affiliates — g —_ (8) 12 — 12
Segment assets® I 2,649 1,906 403 580 971 2,172 8,681
Investment in equity affiliates 1 38 — 6 108 15 168
Expenditures for property 51 52 29 32 70 19 255

(continued on nex: page} !
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{continued)
{Millions}
Geographic Information 2007 2006 2005
Net sales
The Americas
United States $ 6,236 $5,956 $5,648
Other Americas 1,013 801 757
Europe ' 2,728 2,275 2,023
Asia 1,229 829 600
Total $11,206 $9,861 $9,028

Segment income
The Americas

United States? $ 966 $1,036 $ 965
Other Americas 71 59 33
Europe 276 224 205
Asia , ' 188 145 115
Total $ 1,501 $1,464 $1,320
Property —net
The Americas
United Stales $ 1.340 $1,325 $1,299
Other Americas 181 153 160
Europe 575 556 487
Asia . 330 273 151
Total $ 2,426 $2,307 $2,097

(1) Commodity Chemicals segment income includes pretax earnings of $10 million from an insurance recovery in 2006 and pretax charges of $29 million due
to direct costs of hurricanes in 2005.

(2) Corporate intersegment net sales represent intersegment net sales eliminations, Corporate unallocated income (loss) represents unallocated corporate
income and expenses. Corporate loss for 2007 decreased as compared to 2006 largely due to lower employee benefit costs in 2007, including pension costs.
Corporate loss for 2006 increased as compared to 2005 in part due to higher compensation, medical, pension and legal costs and a reduction in the amount
of insurance recoveries.

(3) Legacy costs include current costs related to former operations of the Company, including certain environmental remediation, pension and other
posiretirement benefit costs and certain charges which are considered to be unusual or non-recurring. In 2006, these costs include environmental
remediation costs at sites related to our former chromium manufacturing facility and related sites in jersey City, NJ of $185 million, a charge for the
seitlentent of the federal refinish antitrust case of $23 million, and insurance recoveries related to the Marvin litigation settlement of $33 million. In 2005,
these costs included charges of $132 million for the Marvin litigation settlement, net of insurance recoveries, and $61 million for the settlement of the
federal glass class action antitrust case.

(4) “Unallocated stock based compensation includes the cost of stock options, restricted stock units and contingent share grants which are not allocated to the
operating segments.

{5) Segment assets are the total assets used in the operation of each segment. Corporate assets are principally cash and cash equivalents, cash held in escrow, deferred
tax assets and assets held for sale.

{6) Net sales to external customers are attributed to geographic regions based upon the location of the operating unit shipping the product.

(7) Includes pretax earnings of $11 million for insurance recoveries in 2006 and pretax charges of $34 million due to direct costs of hurricanes.
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Item 9. Changes in and Disagreements With
Accountants on Accounting and Financial
Disclosure

None.

Item 9a. Controls and Procedures

(a) Evaluation of disclosure controls and procedures.

Based on their evaluation as of the end of the period
covered by this Form 10-K, the Company’s principal
executive officer and principal financial officer have
concluded that the Company’s disclosure controls and
procedures (as defined in Rules 13::1.-15(9,) and 15d-15(e)
under the Securities Exchange Act of 1934 (the
“Exchange Act™)) are effective to ensure that information
required to be disclosed by the Company in reports that it
files or submits under the Exchange Act is recorded,
processed, summarized and reported within the time
periods specified in Securities and Exchange Commission
rules and forms and to ensure that information required
to be disclosed by the Company in the reporis that it files
or submits under the Exchange Act is accumulated and
communicated to the Company’s management, including
its principal executive and principal financial officers, as
appropriate, to allow timely decisions regarding required
disclosure. '

(b) Changes in internal control.

There were no changes in the Company’s internal control
over financial reporting that occurred during the
Company’s most recent fiscal quarter that have materially
affected, or are reasonably likely to materially affect, the
Company's internal control over financial reporting.

See Marnagement Report on page 33 for management's
annual report on internal control over financial reporting.
See Report of Independent Registered Public Accounting
Firm on page 32 for Deloitte & Touche LLP's attestation
report on the Company’s internal control over financial
reporting.

Item 9b. Other Information i

None,

Part 111

{tem 10. Directors, Executive Officers and
Corporate Governance

The information required by Item 10 and not otherwise
set forth below is contained under the caption “Proposal
1: To Elect Three Directors” in our definitive Proxy
Statement for our 2008 Annual Meeting of Shareholders
(the “Proxy Statement™) which we anticipate filing with
the Securities and Exchange Commission, pursuant to
Regulation 14A, not later than 120 days after the end of
the Company’s fiscal year, and is incorporated herein by
reference.

The executive officers of the Company are elected by
the Board of Directors. The information required by this
item concerning our executive officers is incorporated by
reference herein from Part 1 of this report under the
caption “Executive Officers of the Company.”

The information required by ltem 405 of Regulation
5-K is included in the Proxy Statement under the caption
“Other Information — Section 16(a) Beneficial Qwnership
Reporting Compliance™ and is incorporated herein by
reference.

Information regarding the Company’s Audit
Committee is included in the Proxy Statement under the
caption “Corporate Governance — Audit Committee” and
is incorporated herein by reference.

Information regarding the Company’s codes of ethics
is inciuded in the Proxy Statement under the caption
“Corporate Governance — Codes of Ethics” and is
incorporated herein by reference.

Item 11. Executive Compensation

The information required by item 11 is contained in the
Proxy Statement under the captions “Compensation
Discussion and Analysis,” “Compensation of Executive
Officers,” “Corporate Governance — Compensation
Committee Interlocks and Insider Participation,” and
“Corporate Governance — Officers-Directors
Compensation Committee Report to Shareholders™ and is
incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial
Owners and Management and Related
Stockholder Matters

The information required by ltem 12 is contained in the
Proxy Statement under the caption “Other Information -
Beneficial Ownership Table” and in Part 11, ltem 5 of this
report under the caption “Equity Plan Compensation
Information” and is incorporated herein by reference.

Item 13. Certain Relationships and Related
Transactions, and Director Independence

The information required by Item 13 is contained in the
Proxy Statement under the captions “Corporate
Governance - Director Independence,” “Corporate
Governance — Review and Approval or Ratification of
Transactions with Related Persons” and “Corporate
Governance — Certain Relationships and Related
Transactions” and is incorporated herein by reference.

Item 14. Principal Accounting Fees and Services

The information required by Item 14 is contained in the
Proxy Statement under the caption “Proposal 2: To
Endorse Deloitte & Touche LLP as our independent
Registered Public Accounting Firm for 2008” and is
incorporated herein by reference.
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Part IV

Item 15. Exhibits, Financial Statement Schedules

(a) Consolidated Financial Statements and Reports of
Independent Registered Public Accounting Firm
(see Part 11, Item 8 of this Form 10-K).

The following information is filed as part of this
Form 10-K:

Page
Internal Controls — Report of Independent

Registered Public Accounting Firm . ........... .. 32
Management Report ........... ... ... ... ..., 33
Consolidated Financial Statements — Report of
Independent Registered Public Accounting Firm ... 33
Consolidated Statement of Income for the Years

Ended December 31, 2007, 2006 and 2005 ....... 34
Consolidated Balance Sheet as of December 31,

2007and 2006 ... ... 35
Consolidated Statement of Shareholders’ Equity for

the Years Ended December 31, 2007, 2006 and

2005 .. 36
Consolidated Statement of Comprehensive Income

for the Years Ended December 31, 2007, 2006 and

2005 . 36
Consolidated Statement of Cash Flows for the Years
Ended Decernber 31, 2007, 2006 and 2005 ....... 37
Notes 1o the Consolidated Financial Statements ... 38

(b) Consolidated Financial Statement Schedule for years
ended December 31, 2007, 2006 and 2005.

The following should be read in conjunction with the

previously referenced financial statements:

Schedule Il - Valuation and Qualifying Accounts

For the Years Ended December 31, 2007, 2006 and
2005

Balance at

End of

Balance at Charged to

Beginning Costsand  Other

(Millions) of Year  Expenses Additions(1) Deductions(2)  Year
Allowance for doubtful accounts:
2007 $45 $14 $2 $(14) $47
2006 $36 $13 37 $(11) $45
2005 $34 $22 $— $(20) 336
(1) Allowance for doubtful notes and accounts receivable relating to
acquisitions.

{2) Notes and accounts receivable written off as uncollectible, net of
recoveries, and changes attributable to foreign currency translation.

All other schedules are omitted because they are not
applicable.
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(c)  Exhibits. The following exhibits are filed as a part of, or
incorporated by reference into, this Form 10-K.

3

3.1

32

33

4.1

4.2

4.3

44

4.5

*10

*10.1

t*10.2

*10.3

*10.4

*10.5

*10.6

PPG Industries, Inc. Restated Articles of
Incorporation, as amended, were filed as Exhibit 3
to the Registrant’s Quarterly Report on Form 10-Q
for the period ended March 31, 1995.

Statement with Respect to Shares, amending the
Restated Articles of Incorporation effective

April 21, 1998, was filed as Exhibit 3.1 to the
Registrant's Annual Report on Form 10-X for the
period ended Dec. 31, 1998.

Amendment to Restated Articles of Incorporation
of PPG Industries, Inc. as amended, effective April
27,2007, was filed as Exhibit 3.1b to the
Registrant’s Quarterly Repoert on Form 10-Q} for
the period ended March 31, 2007.

PPG Industries, Inc. Bylaws, as amended and
restated on April 19, 2007, were filed as Exhibit
3.2 to the Registrant’s Quarterly Report on Form
10-Q for the period ended March 31, 2007.
Rights Agreement, dated as of Feb. 19, 1998, was
filed as Exhibit 4 to the Registrant’s Current
Report on Form 8-K dated Feb. 19, 1998,
Indenture, dated as of Aug. 1, 1982, was filed as
Exhibit 4.1 1o the Registrant’s Registration
Statement on Form S$-3 (No. 333-44397) dated
Jan. 16, 1998.

First Supplemenial Indenture, dated as of April 1,
1986, was filed as Exhibit 4.2 to the Registrant’s
Registration Statement on Form 5-3 (No. 333-
44397) dated Jan. 16, 1998.

Second Supplemental Indenture, dated as of

Qct. 1, 1989, was filed as Exhibit 4.3 to the
Registrant's Registration Statement on Form -3
(No. 333-44397) dated Jan. 16, 1998,

Third Supplemental Indenture, dated as of

Nov, 1, 1995, was [iled as Exhibit 4.4 1o the
Registrant's Registration Statement on Form 5-3
(No. 333-44397) dated Jan. 16, 1998.

Indenture, dated as of June 24, 2005, was filed as
Exhibit 4:1 to the Registrant’s Current Report on
Form 8-K dated June 20, 2005,

PPG Industries, Inc. Nongualified Retirement
Plan, as amended and restated December 13,
2006.

PPG Industries, Inc. Supplemental Executive
Retirement Plan 11, as amended, was filed as
Exhibit 10.2 to the Registrant’s Quarterly Report
on Form 10-Q for the period ended Sept. 30,
1995.

Form of Change in Control Employment
Agreement entered into with executives prior to
January 1, 2008, as amended.

PPG Industries, Inc. Directors’ Common Stock
Plan, as amended Feb. 20, 2002, was filed as
Exhibit 10.1 10 the Registrant’s Quarterly Report
on Form 10-Q for the period ended March 31,
2003.

PPG Industries, Inc. Deferred Compensation Plan
for Directors, as amended Feb. 15, 2006 was filed
as Exhibit 10.4 to the Registrant's Quarterly
Report on Form 10-Q for the period ended March
31, 2006.

PPG Industries, Inc. Deferred Compensation Plan,
as amended and restated December 13, 2006.
PPG Industries, Inc. Executive Officers’ Long
Term Incentive Plan was filed as Exhibit 10.1 to
the Registrant’s Current Report on Form 8-K
dated Feb. 16, 2005.




*10.7

*10.8

*10.9

*10.10

*10.11

*10.12

*10.13

*10.14

*10.15

*10.16

*10.17

*10.18

'

PPG Industries, inc. Long Term Incentive Plan for
Key Employees was filed as Exhibit 10.2 to the
Registrant’s Current Report on Form 8-K dated
Feb. 16, 2005. ,

Form of TSR Share Award Agreement was filed as
Exhibit 10.3 to the Registrant’s Current Report on
Form 8-K dated Feb, 16, 2005.

Form of Restricted Stock Unit Award Agreement
was filed as Exhibit 10.2 to the Registrant’s
Current Report on Form 8-K dated Feb. 15, 2005.
PPG Industries, Inc. Executive Officers’ Annual
Incentive Compensation Plan, as amended
effective Feb. 18, 2004, was filed as Exhibit 10.1
to the Registrant’s Annual Report on Form 10-K
for the period ended Dec. 31, 2003.

PPG Industries, Inc. Incentive Compensation and
Deferred Income Plan for Key Employees, as
amended Feb. 15, 2006, was filed as Exhibit 10.11
to the Registrant’s Annual Report on Form 10-K
for the period ended December 31, 2005.

PPG Industries, Inc. Management Award and
Deferred Income Plan was filed as Exhibit 10.1 to
the Registrant's Annual Report on Form 10-K for
the period ended Dec, 31, 2002.

PPG Industries, Inc. Stock Plan, dated as of April
17, 1997, as amended July 20, 2005, was filed as
Exhibit 10.13 to the Registrant’s Quarterly Report
on Form 10-Q for the period ended Sept. 30, 2005.
Form of Non-Qualified Option Agreement was
filed as Exhibit 10.3 to the Registrant’s Current
Report on Form 8-K dated Feb. 15, 2005.

Form of Non-Qualified Option Agreement for
Directors was filed as Exhibit 10.4 to the
Registrant’s Current Report on Form 8-K dated
Feb. 15, 2005.

Summary of Non-Employee Director
Compensation and Benelits was filed as Exhibit
10.16 to the Registrant’s Annual Report on Form
10-K for the period ended December 31, 2005.
PPG Industries, Inc. Challenge 2000 Stock Plan
was filed as Exhibit 10.2 te the Registrant’s
Quarterly Report on Form 10-Q for the period
ended March 31, 2003.

PPG Industries, Inc. Omnibus Incentive Plan was
filed as Exhibit 10.18 to the Registrant’s Quarterly
Report on Form 10-Q for the period ended March
31, 2006.

110.19

7*10.20

110.21

110.22

110.23

1*10.24

T12
T13.1
t13.2

121
T23

124
131.1

131.2

132.1

1322

Amended and Restated Agreement for the Sale
and Purchase of SigmaKalon (BC) HoldCo B.V.
dated December 4, 2007.

Form of letter to certain executives regarding
2008 deferred compensation plan elections.

€1 billion bridge loan dated as of December 7,
2007 and entered into among PPG Industries, Inc.
and a subsidiary with multiple lenders and Credit
Suisse as administrative ager for those lenders.
$500 million bridge loan dated as of December 7,
2007 among PPG Industries, Inc. and a subsidiary
with Credit Suisse as lender.

€650 million credit facility dated December 3,
2007 and entered into among PPG Industries, Inc.
and certain of its subsidiaries with multiple banks
and financial institutions and Societe Generale, as
facility agent for the lenders.

Form of Change in Control Employment
Agreement to be entered into with executives on
or after January 1, 2008.

Computation of Ratio of Earnings to Fixed Charges
for the Five Years Ended December 31, 2007.
Market Information, Dividends and Holders of
Common Stock.

Selected Financial Data for the Five Years Ended
December 31, 2007.

Subsidiaries of the Registrant,

Consent of Independent Registered Public
Accounting Firm.

Powers of Attorney.

Certification of Principal Executive Officer
Pursuant to Rule 13a-14(a} or 15d-14(a) of the
Exchange Act, as Adopted Pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.
Certification of Principal Financial Officer
Pursuant to Rule 13a-14(a) or 15d-14(a) of the
Exchange Act, as Adopted Pursuant to Section
302 of the Sarbanes-Oxley Act of 2002,
Certification of Chief Executive Officer Pursuant
to 18 U.S.C. Section 1350, as Adopted Pursuant 1o
Section 906 of the Sarbanes-Oxley Act of 2002.
Certification of Chiel Financial Officer Pursuant
to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

t Filed herewith.

* Management contracts, compensatory plans or
arrangements required to be filed as an exhibit hereto
pursuant to liem 601 of Regulation S-K.
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Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned thereunto duly authorized on February 21, 2008.

PPG INDUSTRIES, INC.
{Registrant)

By ) witomes & /‘é‘ﬁ

W. H. Hernandez, Senior Vice President, Finance
and Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following
persons on behalf of the Registrant and in the capacities indicated on February 21, 2008.

Signature,

Clmece

C. E. Bunch

W. H. Hernandez

J.G. Berges
H. Grant
V. F. Haynes
M. J. Hooper
R. Mehrabian
M.H. Richenhagen
R. Ripp
T.J. Usher
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Capacity

Director, Chairman of the Board and Chief Executive
Officer

Senior Vice President, Finance and Chief Financial Officer
(Principal Financial and Accounting Officer)

~

Director

Director

Director
Director f By

W. H. Hernandez, Attorney-in-Fact
Director

Director

Director

Director )



Certifications

PRINCIPAL EXECUTIVE OFFICER CERTIFICATION

I, Charles E. Bunch, certify that:

1. 1 have reviewed this annual report on Form 10-K of PPG Industries, Inc. (“PPG");

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state
a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this annual report,
fairly present in all material respects the financial condition, results of operations and cash flows of PPG as of, and
for, the periods presented in this annual report;

4. PPG's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for PPG and have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to PPG, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this
annual report is being prepared;

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c} evaluated the effectiveness of PPG’s disclosure controls and procedures and presented in this annual report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this annual report based on such evaluation; and

{d) disclosed in this annual report any change in PPG's internal control over financial reporting that occurred
during PPG’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect,
PPG’s internal control over financial reporting; and

5. PPG’s other certifying officer and 1 have disclosed, based on our most recent evaluation of internal control over
financial reporting, to PPG’s auditors and the audit committee of PPG's Board of Directors:

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect PPG’s ability to record, process, summarize and report
financial information; and ‘

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in
PPG's internal control over financial reporting.

Cloree

Charles E. Eunch
Chairman of the Board and Chief Executive Officer
February 21, 2008

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 Of THE
SARBANES-OXLEY ACT OF 2002

In connection with the annual report on Form 10-K of PPG Industries, Inc. for the period ended December 31, 2007 as

filed with the Securities and Exchange Commission on the date hereof (the “Report™), 1, Charles E. Bunch, Chief

Executive Officer of PPG Industries, Inc., certify to the best of my knowledge, pursuant to 18 U.S.C. §1350, as adopted

pursuant to 3906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results
of operations of PPG Industries, Inc.

Cllmce

Charles E. Bunch
Chairman ol the Board and Chief Executive Officer
February 21, 2008
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Certifications

PRINCIPAL FINANCIAL OFFICER CERTIFICATION

I, William H. Hernandez, certify thac

1. T have reviewed this annual report on Form 10-K of PPG Industries, Inc. (“PPG™);

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to stale
a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this annual report,
fairly present in all material respects the financial condition, results of operations and cash flows of PPG as of, and
for, the periods presented in this annual report;

4. PPG's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)} and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(])) for PPG and have:

{a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to PPG, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this
annual report is being prepared;

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting
to be-designed under our supervision, to provide reasonable assurance regarding the retiability of financial
reporting and the preparation of financial statements for external purposes in accordance with generaily
accepted accounting principles;

(c) evaluated the effectiveness of PPG's disclosure controls and procedures and presented in this annual report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this annual report based on such evaluation; and

(d) disclosed in this annual report any change in PPG's internal control over financial reporting that occurred
during PPG’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect,
PPG’s internal control over financial reporting; and

5. PPG’s other certifying officer and [ have disclosed, based on our most recent evaluation of internal control over
financial reporting, to PPG’s auditors and the audit committee of PPG's Board of Directors:

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect PPG’s ability to record, process, summarize and report
financial information; and

(b} any fraud, whether or not material, that involves management or other employees who have a significant role in
PPG's internal control over financial reporting.

William H. Hernandez
Senior Vice President, Finance and Chief Financial Officer (Principal Financial and Accounting Officer)
February 21, 2008

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 806 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the annual repert on Form 10-K of PPG Industries, Inc, for the period ended December 31, 2007 as

filed with the Securities and Exchange Commission on the date hereof (the “Report”}, I, William H. Hernandez, Chief

Financial Officer of PPG Industries, Inc., certify to the best of my knowledge, pursuant 10 18 U.S.C. §1350, as adopted

pursuant to §906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report [ully complies with the requirements of section 13(a) or 15(d} of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results
of operations of PPG Industries, Inc.

T s

William H. Hernandez
Senior Vice President, Finance and Chiel Financial Officer (Principal Financial and Accounting Officer)
February 21, 2008
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Stock Exchange Certifications

Pursuant to the listing requirements of the New York and
Philadelphta Stock Exchanges, each listed company’s chief
executive officer must annually certify that they are not
aware of any violation by the company of the applicable
stock exchange’s corporate governance listing standards.
These certifications are presented below.

NEW YORK STOCK EXCHANGE ANNUAL CEO
CERTIFICATION (Section 303A.12{a))

As the Chief Executive Officer of PPG Industries, Inc. (PPG),
and as required by Section 303A.12(a) of the New York
Stock Exchange Listed Company Manual, 1 hereby certify
that as of the date hereof 1 am not aware of any violation by
the Company of NYSE's corporate governance listing
standards, other than has been notified to the Exchange
pursuant to Section 303A.12(b) and disclosed as Exhibit B
to the Company’s Section 303A Annual Written Affirmation.

Cloee

Charles E. Bunch
Chairman and Chiel Executive Officer
May 14, 2007

PHILADELPHIA STOCK EXCHANGE ANNUAL CEO
CERTIFICATION PURSUANT TO PHLX RULE
867.12(a)

As the Chiel Executive Officer of PPG Industries, Inc.
{PPG), and as required by Philadelphia Stock Exchange
(“Phix") Rule 867.12(a), I hereby certify that as ol the
date hereof [ am not aware of any violation by the
Company of Phlx's corporate governance listing
standards.

Cloee

Charles E. Bunch
Chairman and Chief Executive Officer
May 1, 2007

Officer Changes
The following are officer changes since March 2007:

Effective March 15, 2007, Susan M. Kreh, treasurer,
resigned.

Effective April 19, 2007, William H. Hernandez,
senior vice president, finance, and chief financial officer,
was appointed to the position of sénior vice president,
finance, chief financial officer and treasurer.

Effective August 1, 2007, Barry N. Gillespie was
named vice president, aerospace products, and David P.
Morris, vice president, aerospace, was appointed to the
position of vice president, aerospace coatings and
sealants.

Effective October 1, 2007, Vincent J. Morales,
director, investor relations, was appointed vice president,
investor relations, and Charles F. Kahle 11, director,
coatings research and development, was appointed vice
president, research and development, coalings.

Effective December 1, 2007, John R, Outcalt, director
of sales and marketing, automotive refinish, North
America, was appointed to the position ol vice president,
automotive refinish-Americas, and Thomas S. Mauck,
general manager, protective and marine coalings, was
appointed to the position of vice president, protective and
marine coatings.

Effective January 2, 2008, Pierre-Marie De Leener,
former chief executive officer of SigmaKalon Group, was
named PPG senior vice president, architectural coatings
EMEA (Europe, Middle East and Africa).

Effective January 7, 2008, Aziz 5. Giga, vice
president, strategic ptanning, was appointed to the
position of vice president, strategic planning and
treasurer, and William H. Hernandez resigned as treasurer
and remained senior vice president, finance, and chief
financial officer.

Trademarks

These trademarks of PPG are used in this report:
Bristol, CertifiedFirst, CR-39, Duranar, Nexa Autocolor,
Olympic, Pittsburgh, Porter, PPG HPC, PPG logo, PPG
TrueFinish, Pure Performance, Solarban, Solarphire,
Taubmans, Teslin, Trivex, White Knight, Zircobond.

Transitions is a trademark of Transitions Optical, Inc.

These trademarks of SigmaKalon are used in this report:
Dekoral, Gauthier, Guittet, Histor, Johnstone’s, Leyland,
Primalex, Prominent, Ripolin, Seigneurie, Sigma, Trilak.

Copyright ©2008 PPG Industries, Inc,

2007 PPG ANNUAL REPORT AND FORM 10-K

T




78

Five-Year Digest

2007 20060 2005" 2004 2003w

Consoclidated Statement of Income
Net sales 11,206 9861 9028 8,325 7,514
Income before income taxes 1,170 894 813 878 657
Income tax expense 355 241 255 274 242
Income from continning operations, net of tax 815 653 358 604 413
Income from discontinued operations, net of tax 19 58 38 79 85
Cumulative effect of accounting change — — — — {6)
Net income® ' , 834 711 596 683 494
Return on average capital (%)% ' 164 166 138 157 129/13.0
Return on average equity (%) 224 21.6 17.6 21.6 20.2720.4
Earnings per common share: ]

Income from continuing operations 4.95 3.94 3.29 3.52 2.44

Income from discontinued operations 0.12 0.35 0.22 0.46 0.50

Cumulative effect of accounting change® — — — — (0.03)

Net income . 5.07 4.29 3.51 3.08 2.91
Average number of common shares 1645 1657 1696 171.7 169.9
Earnings per common share — assuming dilution:

Income from continuing operations - 4.91 3.92 3.27 349 242

Income from discontinued operations 0.12 0.35 0.22 0.46 0.50

Cumulative effect of accounting change® — — — — (0.03)

Net income 5.03 4.27 3.49 3.95 2.89
Dividends 335 316 316 307 294

Per share 2.04 1.91 1.86 1.79 1.73
Consolidated Balance Sheet
Current assets™ 7,136 4,855 4,295 4,392 3,887
Current liabilitiest™ 4661 2816 2375 2244 2,163
Working capital 2475 2,039 1920 2,148 1,724
Property (net) 2426 2307 2,097 2210 2,291
Total assels 12,629 10,067 8681 8,932 8,424
Long-term debt 1,201 1,155 1,169 1,184 1,339
Shareholders’ equity 4,151 3,280 3,053 3,572 2911

Per share 2534 1999 1847  20.77 17.03
Other Data
Capital spending'® . 584 738 352 279 191
Depreciation expense 322 298 293 306 313
Quoted market price

High 8242 6980 7473 6879 64.42

Low 64.01 56.33 55.64 54.81 '42.61

Year end 7023 64.21 5790 68.16 64.02
Price/earnings ratio™ '

High 16 16 21 17 22

Low 13 13 16 14 14
Average number of employees 34,900 32,200 30,800 31,800 32,900

All amounts are in millions of dollars except per share data and number of employees.

(1) The financial information for all prior periods presented has been adjusted to reflect the reclassification of the automotive glass businesses and fine

chemicals business as discontinued operations.

(2) The 2003 change in the method of accounting relates to the adoption of SFAS No. 143, “Accounting for Asset Retirement Obligations”.
(3) Return on average capital and return on average equity for 2003 was calculated and presented inclusive and exclusive of the cumulative effect of the

dccounting change.
(4) Return on average capital is calculated using pre-interest, aftertax earnings and average debt and equity during the year.

(5} Includes $1,673 million that was borrowed late in the fourth quarter 2007 to finance the SigmaKalon acquisition and was held in escrow until the

transaction closed on January 2, 2008.
(6) Includes the cost of businesses acquired.

(7) Price/earnings ratios were calculated based on high and low market prices during the year and the respective year’s earnings per common share. The 2003

ratios were calculated and presented exclusive of the cumulative effect of the accounting change.
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World Headquarters Publications Available to Shareholders: PPGC’s Environment, Health and Safety Policy —
One PPG Place Copies of the following publications will be a statement describing the company’s commitment,
Pittsburgh, P4 15272, USA furnished without charge upon written request to worldwide, to manufacturing, selling and distributing
(417) 4343131 Corporate Communications, PPG Industries, Inc., products in a manner that is safe and healthful fo:
WWw.ppg.Com One PPG Place, 78, Pittsburgh, PA 15272. All are also  its employees, neighbors and customers, and that

Trangfer Agent & Registrar

BNY Mellon Shareowner Senvices

480 Washington Bhvd.

Jersey City, NJ 07310-1900
PPGdedicated phone: (800) 4468140
www.bnymellon. corn /shareowner /isd

Annual Meeting of Shareholders
Thursdoy, Apdl 17, 2008, 11 o.m.
Spirit of Pittsburgh Bottroo B

David L. Lowrence Convention Cenfer

available on the Internet at www.ppg.com, Investor
Center, Shareholder Services.

PPG Industries Blueprint — a booklet summarizing
PPC’s vision, values, strategies and outcomes.
PPG’s Global Code of Ethics — an employee
guide to corporate conduct policies, including
those concerning personal and business conduct;
relationships with customers, suppliers and
competitors; pmtection of corporate assets;
responsibilities to the public; and PPC asa

global organization.

PPG’s Code of Ethics for Seniot Financial
Officers — a supplement to PPG’s Global Code of

proects the environment.

Facts About PPG - a brochure covering PPG's
businesses, markets served, history, financtals and
manufacturing and rescarch locations,

Dividend Information

PPG has paid uninterrupted dividends since 18gy.

The latest quarterly dividend of 52 cenis per share was
approved by the board of directors on Jan. 17, 2008.

Direct Purchase Plan with Dividend
Reinvestment Option

Allows purchase of shares of PP stock directly,
as well as dividend reinvestment, direct deposit
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1000 Fort Dupuesne Bivd Lthics that is applicable to PPG's principal executive  of dividends and safekeeping of PPG stock

Pittsburgh, PA 15222 officer, principal financial officer, principal certificates. For more information, call BNY

Investor Relations accounting officer of controller, and persons Mellon Shareowner Services at (800} 648-8160.

PRG Indusnies, nc. pesforming similar functions.

Invesior Relations Quasterly Stock Market Price 2007 2006

Qe PPG Place 40 Quarter Ended High Low Clase High Low Close
Pittsburgh, PA 15272 March 31 $ 7240 § 6401 5 7031 $ 6432 5 5653 § 6335
412) 434308 June 30 78.80 69.94 76.11 £8.88 61.54 66.00
Specific inquiries regarding the transfer September 30 82.42 67.81 75.55 68.22 60.42 67.08
o eplacement of stock cedtificates, December 31 7995 493 70.23 £69.80 63.02 4.2

dividend check replacement ar dividend
tax information should be made to

BNY Meton Shareowner Services directly
at (800) 648-8160, or by logging

The iumber of holders of record of PPG common stock as of January 31, 2008, was 21,644, per the

records of the company’s transfer agent.

an to Investar Service Direet ot Dividends 2007 2006
: Amount Per Amount Per

i bymelon.com/shareouner/sd Month of Payment (Millions) Share (Miliions) Shure
Stock Exchange Listings March s §2 % 50 % 78 § 47
PPG common stack s listed on the Hew York June 53 .50 79 48
and Philadefphia Stock Exchanges September 85 52 80 48
{symbol; PPG). December 85 .52 79 48

"Tatal $ 335 $ 204 $ 36 $ 191
Shareholder Return
Performance Graph Comparison of Five-Year Cumulative Total Shareholder Return

This fing groph compares the yearly percentuge
change in the curmulative tota! shareholder return
of the company’s comman stock with the
curnutative total retyrn of the Stondard & Poar's
Compasite 500 Stock Index (“S&P 500 Index”}
and the Standard & Poor’s 500 Materials Sector
Index {“S&P 500 Materials Sector Index") for
the five-year period beginring Dec. 31, 2002,

250

= S&P 500 Materiok Sedos index
—= $&P 500 Index

200

- PG

f\/
100

ACCELERATING THE TRANSFORMATION

ond ending Dec. 31, 2007. The information 2002 2003 2004 3005 2006 5007

presented in the graph ossumes thot the

investment in the compan /' common stock PPG' 100 132 145 127 144 162

and eqch index was $100 on Dec. 31, 2002, S&P Mt 100 138 156 164 195 239

ond that of dividends wers reinvested, S&P 500 100 129 143 150 173 183 &




PPG INDUSTRIES, INC.
ONE PPG PLACE
PITTSBURGH, PA 15272
Usa

412-434.3131
WWW.PPG.COM
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