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Acceerating Sustainable Buiding Trends

The Hunt Oil Building in Dallas gains high energy efficiency

from TREMCO glazing systems It was named one of the best

of the best in construction and design excellence for 2008 by

Engineering News Record The building also received LEED

Silver certification by meeting stringent criteria for sustainability

energy efficiency water efficiency and air quality among others
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after RPMs founding by my grandfather 1947 the company proved its

resilience by producing record growth every year With business model thot focused

on balance between consumer ond industoal buslnesses hetwcen nternal growth

and acquisition growth and more recently between domestIc and international markets

r7 RPM weathered just about every economic storm imaginable during this time
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RPMs businesses serve diverse markets with

products and services that often share common

technologies chemistries and channels of distribution

While customers of these businesses vary widely

the macroeconomic factors that drive their revenue

growth include
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Managements Discussion and Analysis

of Results of Operations and Financial Condition

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our Consolidated Financial Statements include the accounts of

RPM International Inc and its majority-owned subsidiaries

Preparation of our financial statements requires the use of estimates

and assumptions that affect the reported amounts of our assets and

liabilities at the date of the Financial statements and the reported

amounts of revenues and expenses during the reporting period

We continually evaluate these estimates including those related to

our asbestos liability allowances for doubtful accounts inventories

allowances for recoverable taxes useful lives of property plant and

equipment goodwill and other intangible assets environmental

warranties and other contingent liabilities income tax valuation

allowances pension plans and the fair value of financial instruments

We base our estimates on historical experience our most recent facts

and other assumptions that we believe to be reasonable under the

circumstances These estimates form the basis for making judgments

about the carrying values of our assets and liabilities Actual results

which are shaped by actual market conditions including legal

settlements may differ materially from our estimates

We have identified below the accounting policies and estimates that

are the mast critical to our financial statements

Revenue Recognition

Revenues are recognized when realized or realizable and when

earned In general this is when title and risk of lass pass to the

customer Further revenues are realizable when we have persuasive

evidence of sales arrangement the product has been shipped or the

services have been provided to the customer the sales price is fixed

or determinable and collectibilily is reasonably assured We reduce

our revenues for estimated customer returns and allowances certain

rebates sales incentives and promotions in the same period the

related sales are recorded

We also record revenues generated under lang-term construction

contracts mainly in connection with the installation of specialized

roofing and flooring systems and related services In general we

account for long-term construction contracts under the percentage-

of-completion method and therefore record contract revenues and

related casts as our contracts progress This method recognizes the

economic results of contract performance on timelier basis than

does the completed-contract method however application of this

method requires reasonably dependable estimates of progress toward

completion as well as other dependable estimates When reasonably

dependable estimates cannot be made or if other factors make

estimates doubtful the completed-contract method is applied Under

the completed-contract method billings
and costs are accumulated

on the balance sheet as the contract progresses but no revenue is

recognized until the contract is complete or substantially complete

Translation of Foreign Currency Financial Statements and Foreign

Currency Transactions

Our reporting currency is the U.S dollar However the functional

currency for each of our foreign subsidiaries is its local currency

We translate the amounts included in our Consolidated Statements

of Income from our foreign subsidiaries into U.S dollars at weighted-

average exchange rates which we believe are representative of the

actual exchange rates on the dates of the transactions Our foreign

subsidiaries assets and liabilities are translated into U.S dollars

from local currency at the actual exchange rates as of the end of

each reporting date and we record the
resulting foreign exchange

translation adjustments in our Consolidated Balance Sheets as

component of accumulated other comprehensive income loss If the

U.S dollar continues to strengthen we will continue to reflect the

resulting
losses as component of accumulated other comprehensive

income Conversely if the U.S dollar were to weaken foreign

exchange translation gains could result which would favorably impact

accumulated other comprehensive income Translation adjustments will

be included in net earnings in the event of sale or liquidation of any

of our underlying foreign investments or in the event that we distribute

the accumulated earnings of consolidated foreign subsidiaries If

we determined that the functional currency of any of our foreign

subsidiaries should be the U.S dollar our financial statements would

be affected Should this occur we would adjust our reporting to

appropriately account for
any

such changes

As appropriate we use permanently invested intercompany loans as

source of capital to reduce exposure to foreign currency fluctuations

at our foreign subsidiaries These loans on consolidated basis

are treated as being analogous to equity for accounting purposes

Therefore foreign exchange gains or losses on these intercompany

loans are recorded in accumulated other comprehensive income

loss If we were to determine that the functional currency of any of

our subsidiaries should be the U.S dollar we would no longer record

foreign exchange gains or losses on such intercompany loans

Goodwill

We apply the provisions of SFAS No 141 SFAS No 141
Business Combinations which addresses the initial recognition

and measurement of goodwill and intangible assets acquired in

business combination We also apply the provisions of SFAS No
142 SFAS No 142 Goodwill and Other Intangible Assets

which requires that goodwill be tested at least on an annual basis

or more frequently as impairment indicators arise using fair-value

approach at the reporting unit level Our reporting units have been

identified at the component level or one level below our operating

segments The provisions of SFAS No 142 require us to perform

two-step impairment test In the first step we compare the fair value

of each of our reporting units to its carrying value We have elected

to perform our annual required impairment tests which involve the

use of estimates related to the fair market values of the reporting units

with which goodwill is associated during our fourth fiscal quarter

Calculating the fair market values of reporting units requires our use of

estimates and assumptions

We use significant judgment in determining the most appropriate

method to establish the fair values of each of our reporting units We

estimate the Fair values of our reporting units by employing various

valuation techniques depending on the availability and reliability

of comparable market value indicators and employ methods and

assumptions which include the application of third-party market value

indicators and the computation of discounted future cash flows far each

of our reporting units annual projected earnings before interest taxes

depreciation and amortization EBITDA For each of our reporting

units we calculate break-even multiple based on its carrying value

as of the
testing

date We then compare each reporting units break

even EBITDA market multiple to guideline EBITDA market multiples

applicable to our industry and peer group the data for which we

develop internally
and through third-party sources The result of this
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analysis provides us with
insight

and
sensitivity as to which reporting

units if any may have higher risk for potential impairment

We then supplement this analysis with an evaluation of discounted

future cash flows for each reporting units prolected EBITDA Under

this approach we calculate the fair value of each reporting unit based

on the present value of estimated future cash flows If the fair value of

the reporting unit exceeds the carrying value of the net assets of the

reporting unit goodwill is not impaired An indication that goodwill

may be impaired results when the carrying value of the net assets of

reporting unit exceeds the fair value of the reporting unit At that point

the second step of the impairment test is performed which requires

fair value estimate of each tangible and intangible asset in order to

determine the implied fair value of the reporting units goodwill If the

carrying value of reporting units goodwill exceeds its implied fair

value then we record an impairment loss equal to the difference

In applying the discounted cash flow methodology we rely on

number of factors including future business plans actual and

forecasted operating results and market data The significant

assumptions employed under this method include discount rates

revenue growth rates including assumed terminal growth rates and

operating margins used to project future cash flows for each reporting

unit The discount rates utilized reflect market-based estimates

of capital costs and discount rates adjusted for managements

assessment of market participants view with respect to other risks

associated with the projected cash flows of the individual reporting

units Our estimates are based upon assumptions we believe to be

reasonable but which by nature are uncertain and unpredictable We
believe we incorporate ample sensitivity ranges into our analysis of

goodwill impairment testing for each reporting unit such that actual

experience would need to be materially out of the range of expected

assumptions in order for on impairment to remain undetected

Our annual goodwill impairment analysis which we performed during

the fourth quarter of fiscal 2009 resulted in an impairment charge

related to reduction in the carrying value of goodwill in the amount

of $14.9 million relating to one of our reporting units See Note A10
for additional details regarding this impairment loss The excess of fair

value over carrying value for our other reporting units as of March

2009 ranged from approximately $1.3 million to $249.8 million

In order to evaluate the
sensitivity of the fair value calculations of our

goodwill impairment test we applied hypothetical 5% decrease to

the fair values of each reporting unit This hypothetical 5% decrease

would result in excess fair value over carrying value ranging from

approximately $1.0 million to $231.8 million for our reporting units

Further we compare the sum of the fair values of our reporting units

resulting
from our discounted cash flow calculations to our market

capitalization as of our valuation date We use this comparison to

further assess the reasonableness of the assumptions employed in our

valuation calculations As of the valuation date the sum of the fair

values we calculated for our reporting units was approximately 15%

above our market capitalization

Other Long-Lived Assets

We assess identifiable non-goodwill intangibles and other long-

lived assets for impairment whenever events or changes in facts and

circumstances indicate the possibility that the carrying values of these

assets may not be recoverable over their estimated remaining useful

lives Factors considered important in our assessment which might

trigger an impairment evaluation include the following

significant under-performance relative to historical or projected

future operating results

significant changes in the manner of our use of the acquired assets

significant changes in the strategy for our overall business and

significant negative industry or economic trends

Additionally we test all indefinite-lived intangible assets for

impairment at least annually during our fiscal fourth quarter

Measuring potential impairment of non-goodwill intangibles and

other long-lived assets requires the use of various estimates and

assumptions including the determination of which cash flows are

directly
related to the assets being evaluated the respective useful

lives over which those cash flows will occur and potential residual

values if any If we determine that the carrying values of these assets

may not be recoverable based upon the existence of one or more

of the above-described indicators or other factors any impairment

amounts would be measured based on the projected net cash flows

expected from these assets including any net cash Flows related to

eventual disposition activities The determination of
any impairment

losses would be based on the best information available including

internal estimates of discounted cash flows quoted market prices

when available and independent appraisals as appropriate to

determine fair values Cash Flow estimates would be based on our

historical experience and our internal business plans with appropriate

discount rates applied Our annual impairment tests of each of our

indefinite-lived intangible assets resulted in an impairment loss of

$0.5 million related to the reduction in carrying value of one of our

tradenames This loss was primarily the result of continued declines

in sales and projected sales in one of our business which operates

primarily in the residential housing market Please refer to Note A10
Goodwill and Other Intangible Assets for further information

We also performed recoverability test with respect to the assets

of both of our entities that incurred goodwill or other intangible

asset impairments during the current fiscal
year The tests included

the comparison of our estimation of undiscounted future cash flows

associated with these businesses to their respective book value as of

the date of our annual impairment tests No impairment losses were

required as result of either of these tests for recoverability

Deferred Income Taxes

Our provision for income taxes is calculated in accordance with

SFAS No 109 Accounting for Income Taxes which requires

the recognition of deferred income taxes using the
liability method

Deferred income taxes reflect the net tax effect of temporary

differences between the carrying amounts of assets and liabilities

for financial reporting purposes and the amounts used for income

tax purposes and certain changes in valuation allowances We
provide valuation allowances against deferred tax assets if based on

available evidence it is more likely than not that some portion or all of

the deferred tax assets will not be realized

In determining the adequacy of valuation allowances we consider

cumulative and anticipated amounts of domestic and international

earnings or losses anticipated amounts of foreign source income as

well as the anticipated taxable income resulting from the reversal of

future taxable temporary differences

We intend to maintain any recorded valuation allowances until

sufficient positive evidence For example cumulative positive foreign

earnings or additional foreign source income exists to support

reversal of the tax valuation allowances

Contingencies

We ore party to claims and lawsuits arising in the normal course

of business including the various asbestos-related suits discussed in

Note Ito our Consolidated Financial Statements Although we cannot

precisely predict the amount of
any liability that may ultimately arise
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with respect to any of these matters we record provisions when

we consider the liability probable and reasonably estimable Our

provisions are based on historical experience and legal advice

reviewed quarterly and adjusted according to developments

Estimating probable losses requires the analysis of multiple forecasted

factors that often depend on judgments about potential actions

by third parties such as regulators courts and state and federal

legislatures Changes in the amounts of our loss provisions which can

be material affect our Consolidated Statements of Income Due to the

inherent uncertainties in the process undertaken to estimate potential

losses we are unable to estimate an additional range of loss in excess

of our accruals While it is reasonably possible that such excess

liabilities if they were to occur could be material to operating results

in any given quarter or year
of their recognition we do not believe

that it is reasonably possible that such excess liabilities would have

material adverse effect on our long-term results of operations liquidity

or consolidated financial position

Our environmental-related accruals are similarly established and/or

adjusted as more information becomes available upon which costs

can be reasonably estimated Here again actual costs may vary

from these estimates because of the inherent uncertainties involved

including the identification of new sites and the development of

new inFormation about contamination Certain sites are still being

investigated and therefore we have been unable to
fully

evaluate

the ultimate costs for those sites As result accruals have not

been estimated for certain of these sites and costs may ultimately

exceed existing estimatedaccruals for other sites We have received

indemnities for potential environmental issues from purchasers of

certain of our properties and businesses and from sellers of some

of the properties or businesses we have acquired We have also

purchased insurance to cover potential environmental liabilities at

certain sites If the indemnifying or insuring party fails to or becomes

unable to fulfill its obligations under those agreements or policies we

may incur environmental costs in addition to any amounts accrued

which may have material adverse effect on our financial condition

results of operations or cash flows

Several of our industrial businesses offer extended warranty terms

and related programs
and thus have established corresponding

warranty liability Warranty expense is impacted by variations in local

construction practices and installation conditions including geographic

and climate differences

Additionally our operations are subject to various federal state local

and foreign tax laws and regulations which govern among other

things taxes on worldwide income The calculation of our income tax

expense is based on the best information available and involves our

significant judgment The actual income tax liability
for each

jurisdiction

in any year can be in some instances determined ultimately several

years after the financial statements have been published

We maintain accruals for estimated income tax exposures for many

different jurisdictions Tax exposures are settled primarily through the

resolution of audits within each tax jurisdiction or the closing of

statute of limitation Tax exposures can also be affected by changes in

applicable tax laws or other factors which may cause us to believe

revision of past estimates is appropriate We believe that appropriate

liabilities have been established for income tax exposures however

actual results may differ materially from our estimates

Allowance for Doubtful Accounts Receivable

An allowance for anticipated uncollectible trade receivable amounts

is established using combination of specifically identified accounts

to be reserved and reserve covering trends in collectibility These

20 RPM Inteno1onoJ Inc nd Subidiories

estimates are based on an analysis of trends in collectibilily past

experience and individual account balances identified as doubtful

based an specific facts and conditions Receivable losses are

charged against the allowance when we confirm uncollectibility

Actual collections of trade receivables could differ from our estimates

due to changes in future economic or industry conditions or specific

customers financial conditions

Inventories

Inventories are stated at the lower of cost or market cost being

determined on first-in first-out FIFO basis and market being

determined on the basis of replacement cost or net realizable value

Inventory costs include raw materials labor and manufacturing

overhead We review the net realizable value of our inventory in

detail on an on-going basis with consideration given to various

factors which include our estimated reserves for excess obsolete

slow moving or distressed inventories If actual market conditions

differ from our projections and our estimates prove to be inaccurate

write-downs of inventory values and adjustments to cost of sales may

be required Historically our inventory reserves have approximated

actual experience

Marketable Securities

Marketable securities included in other current and long-term assets

are composed of available for sale securities and are reported

at fair value Realized gains and losses on sales of investments

are recognized in net income on the specific identification basis

Changes in fair values of securities that are considered temporary are

recorded as unrealized gains and losses net of applicable taxes in

accumulated other comprehensive income loss within stockholders

equity Other-than-temporary declines in market value from original

cost are reflected in operating income in the period in which the

unrealized losses are deemed other than temporary In order to

determine whether an other-than-temporary decline in market value

has occurred the duration of the decline in value and our ability to

hold the iniestment to recovery are considered in conlunction with an

evaluation of the strength of the underlying collateral and the extent to

which the investments amortized cost or cost as appropriate exceeds

its related market value

Pension and Postretirement Plans

We sponsor qualified defined benefit pension plans and various

other nonqualified postretirement plans The qualified defined benefit

pension plans are funded with trust assets invested in diversified

portfolio of debt and equity securities and other investments Among

other factors changes in interest rates investment returns and the

market value of plan assets can affect the level of plan funding

ii cause volatility in the net periodic pension cost and iii increase

our future contribution requirements significant decrease in

investment returns or the market value of plan assets or significant

decrease in interest rates could increase our net periodic pension costs

and adversely affect our results of operations significant increase

in our contribution requirements with respect to our qualified defined

benefit pension plans could have an adverse impact on our cash flow

Changes in our key plan assumptions would impact net periodic

benefit expense and the projected benefit obligation for our defined

benefit and various postretirement benefit plans Based upon May

31 2009 information the following tables reflect the impact of 1%

change in the key assumptions applied to our defined benefit pension

plans in the U.S and internationally



Based upon May 31 2009 informatian the following tables reflect the impact of 1% change in the key assumptions applied to our various

postretirement health care plans

BUSINESS SEGMENT INFORMATION

Our business is divided into two reportable segments the industrial

segment and the consumer segment Within each segment we

aggregate three operating segments that consist of individual groups

of companies and product lines which generally address common

markets share similar economic characteristics utilize similar

technologies and can share manufacturing or distribution capabilities

Our six operating segments represent components of our business for

which separate financial information is available that is utilized on

regular basis by our chief executive officer in determining how to

allocate the assets of the Company and evaluate performance These

six operating segments are each managed by an operating segment

manager who is responsible for the day-to-day operating decisions

and performance evaluation of the operating segments underlying

businesses We evaluate the profit performance of our segments

primarily based on gross profit and to lesser extent income loss

before income taxes but also look to earnings loss before interest

and taxes EBIT as performance evaluation measure because

interest expense is essentially related to corporate acquisitions as

opposed to segment operations

Our industrial segment products are sold throughout North America

and also account for the majority of our international sales Our

industrial product lines are sold
directly

to contractors distributors

and end-users such as industrial manufacturing facilities public

institutions and other commercial customers This reportable segment

comprises three separate operating segments our Tremco Group

now RPM Building Solutions Group StonCor Group now RPM

Performance Coatings Group and RPM Il/Industrial Group Products

and services within this segment include construction chemicals

roofing systems weatherproofing and other sealants flooring and

specialty chemicals

Our consumer segment manufactures and markets professional use

and
do-it-yourself DIY products for variety of mainly consumer

applications including home improvement and personal leisure

activities Our consumer segments major manufacturing and

distribution operations are located primarily in North America

Consumer segment products are sold throughout North America

directly to mass merchants home improvement centers hardware

stores paint stores craft shops and to other smaller customers through

distributors This reportable segment comprises three operating

segments our DAP Group Rust-Oleum/Zinsser Group and

RPM Il/Consumer Group Products within this segment include

specialty hobby and professional paints caulks adhesives silicone

sealants wood stains and specialty confectionary coatings and films

In addition to our two reportable segments there is category of

certain business activities and expenses referred to as corporate/

other that does not constitute an operating segment This category

includes our corporate headquarters and related administrative

expenses results of our captive insurance companies gains or

losses on the sales of certain assets and other expenses not directly

associated with either reportable segment Assets related to the

corporate/other category consist primarily of investments prepaid

expenses deferred pension assets and headquarters property and

equipment These corporate and other assets and expenses reconcile

reportable segment data to total consolidated income before income

taxes interest expense and EBIT

U.S

1% 01

/0

Decrease

International

0/
/0

IncreaseIn millions Increase

Discount Rate

Increase decrease in expense in FY 2009 2.9 2.9 .8 2.0

Increase decrease in obligation as of May 31 2009 19.5 21.2 12.4 15.8

Expected Return on Plan Assets

Increase decrease in expense in FY 2009 1.5 1.5 1.0 1.0

Increase decrease in obligation as of May 31 2009 N/A N/A N/A N/A
Compensation Increase

Increase decrease in expense in FY 2009 2.6 2.3 0.9 0.8
Increase decrease in obligation as of May 31 2009 10.1 8.9 3.3 2.9

0/

Decrease

U.S

10/ 10/ 10/ 10/
ItO

In millions Increase Decrease Increase Decrease

International

Discount Rate

Increase decrease in expense in FY 2009 0.2 0.3

Increase decrease in obligation as of May 31 2009 0.7 0.8 1.1 .4

Healthcare Cost Trend Rate

Increase decrease in expense in FY 2009 0.1 0.3
Increase decrease in obligation as of May 31 2009 0.5 0.4 .4 1.1
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The following table reflects the results of our reportable segments consistent with our management philosophy and represents the information we

utilize in conjunction with various strategic operational and other financial performance criteria in evaluating the performance of our portfolio
of

product lines For further information pertaining to our segments refer to Note Segment Information to our Consolidated Financial Statements

SEGMENT INFORMATION

In thousands

Year Ended May 2009 2008 2007

Net Sales

Industrial Segment 2265957 2367970 2102684
Consumer Segment 1022 10 1275821 1236080

Consolidated 3368167 3643791 3338764

Gross Profit

Industrial Segment 942820 999989 885999

Consumer Segment 410269 498548 474453

Consolidated 1353089 1498537 1360452

Income Loss Before Income Taxes11

Industrial Segment

Income Before Income Taxes11 1761 259630 233396

Interest Expense NetIbi 676 21 88 1931

EBIT 176792 261818 235327

Consumer Segment

Income Before Income Taxes1 10231 155600 151220

Interest Expense Netlb 4529 5451 2901

EBlT 106840 161051 154121

Corporate/Other

Expense Before Income Taxeslo 97559 3761 76ldl 77081 ld

Interest Expense Net1 55049 39325 42201

EBIT 42510 336851 34880

Consolidated

Income Loss Before Income Taxesldl 80868 39054 307535

Interest Expense Nettb 60254 46964 47033

EBITIcI 241122 86018 354568

lal The presentation includes reconciliation of Income IlossI
Before Income Taxes measure defined by Generally Accepted Accounting Principles GAAPI in the

United States to EBIT

lb Interest lexpensel net includes the combination of interest expense and investment expense lincomel net

Id EBIT is defined as earnings IlossI before interest and taxes We evaluate the
profit performance of our segments primarily

based on gross profit and to lesser

extent income IlossI before income taxes but also look to EBIT as performance evaluation measure because interest expense is essentially related to corporate

acquisitions as opposed to segment operations We believe EBIT is useful to investors for this purpose as well using
EBIT as metric in their investment decisions

EBIT should not be considered an alternative to or more meaningful than operating income as determined in accordance with GAAP since EBIT omits the impact

of interest and taxes in determining operating performance which
represent

items necessary to our continued operations given our level of indebtedness and

ongoing tax obligations Nonetheless EBIT is key measure expected by and useful to our fixed income investors rating agencies and the banking community

all of whom believe and we concur that this measure is critical to the
capital

markets analysis of our segments core operating performance We also evaluate

EBIT because it is clear that movements in EBIT impact our ability to attract financing Our underwriters and bankers
consistently require

inclusion of this measure

in offering
memoranda in

conjunction
with any debt underwriting or bank financing EBIT may not be indicative of our historical operating results nor is it meant

to be predictive of potential future results

dl The asbestos charges totaling $288.1 million in fiscal 2008 and the impact of an asbestos-related insurance settlement of $15.0 million in fiscal 2007 are

reflected in Corporate/Other and relate to our Bondex International Inc subsidiary lsee Note Ito the Consolidated Financial Statementsl

Our industrial reportable segment results for fiscal 2009 reflect the impact of impairment losses resulting from the reduction in
carrying

values of goodwill and

other
intangible assets totaling $15.5 million see Note A10 to the Consolidated Financial Statementsl

RESULTS OF OPERATIONS

Fiscal 2009 Compared with Fiscal 2008

Net Sales On consolidated basis net sales of $3.4 billion for the

year
ended May 31 2009 declined 7.6% or $275.6 million over

net sales of $3.6 billion during the comparable period last year The

organic decline in sales amounted to 10.2% or $369.8 million of the

shortfall in net sales over the prior-year result which includes volume-

related declines of 99% or $358.4 million and the impact of net

unfavorable foreign exchange rates year-over-year
which amounted

to 34% or $123.6 million offset
partially by pricing initiatives

representing 3.1% of the prior-period sales or $112.2 million These

pricing initiatives including those across both of our reportable

segments were instituted primarily during prior periods in order to

offset the
rising

costs of many of our raw materials Foreign exchange

losses resulted from the strong dollar against nearly all malor foreign

currencies with the majority of the losses resulting from the weaker

euro and Canadian dollar Eleven small acquisitions provided 2.6% of

sales growth over last year or $94.2 million The current worldwide

recession impacted nearly every product line we offer in both of our

reportable segments However despite the downturn many of our

businesses continue to either maintain their market share or gain

market shore as competitors drop out of the marketplace

Industrial segment net sales which comprised 67.3% of the current

years consolidated net sales totaled $2.27 billion decline of

4.3% from $2.37 billion last year This segments net sales decline

resulted primarily from an overall decline in organic sales which

accounted for 95% decline over prior-year sales and included

4.1% from net unfavorable foreign exchange differences and volume

declines approximating 8.2% offset
partially by 2.8% as result

of prior-period price increases Nine small acquisitions provided
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5.2% growth over the prior year The organic sales volume decline

in the industrial segment resulted primarily from declines in global

sealants and roofing products as well as exterior insulation and finish

systems products There was slow but continued growth throughout

fiscal 2009 from ongoing industrial and commercial maintenance

and improvement activities in Canada Latin America South Africa

and the Middle East Despite the impact of the continuing weak

economic environment on certain sectors of our domestic commercial

construction markets which we expect will continue at least into the

first half of our upcoming fiscal 2010 we continue to secure new

business through strong brand offerings new product innovations and

international expansion

Consumer segment net sales which comprised 32.7% of the current

years consolidated net sales totaled $1.10 billion decline of

13.6% from $1.28 billion during fiscal 2008 The decline in this

segment was primarily organic which accounted for 11 .3% of

the decline over prior-year sales and included volume declines

approximating 13.0% Net unfavorable foreign exchange rates

accounted for approximately 2.1% of the decline Prior-period price

increases had 3.8% favorable impact an this segments sales while

net divestitures represented 2.3% of the total decline The organic

sales volume decline reflects the continued weakness in the economy

including sluggish sales for retailers and distributors impacted by

the domestic housing recession Our consumer segment continues to

increase market penetration at malor retail accounts with various new

product launches combined with efforts to refocus sales of our various

repair and maintenance product lines

Gross Profit Margin Our consolidated gross profit declined to

40.2% of net sales this year from 41.1% of net sales last year or

approximately 0.9% of sales or 90 basis points bps This decline

reflects our overall lower overhead absorption resulting
from 9.9%

decline in organic sales volume as discussed above which reduced

gross profit as percent of sales by approximately 100 bps Higher

year-over-year raw material costs negatively impacted the current gross

profit margin by approximately 200 bps reflecting increases in oil

prices and energy costs which had previously put upward pressure

on many of our raw material packaging and transportation casts

Higher pricing which favorably impacted our gross profit margin

by approximately 210 bps partially offset the combination of these

year-over-year higher raw material costs and the effect of declining

sales volumes While many of our key raw material casts such as

plasticizers epoxies various solvents and resins were higher than they

were during the same period year ago we experienced some relief

in certain other raw material and transportation costs this year as

result of declines in certain energy prices

Our industrial segment gross profit for fiscal 2009 fell by 60 bps to

41.6% of net sales from last years result of 42.2% of net sales This

segments 8.2% decline in organic sales volume unfavorably impacted

this segments gross margin by approximately 90 bps during the

current period in addition to higher raw material costs which had

negative impact of approximately 140 bps Higher selling prices

approximating 170 bps slightly offset these casts

Our consumer segment gross profit
for the

year declined to 37.2%

of net sales from 39.1% of net sales last year or approximately

190 bps mainly as result of the approximate 320 bps impact of

higher raw material costs partially offset by the impact of recent price

increases approximating 280 bps The remaining 150 bps related

to this segments organic sales volume decline of 13.0% versus last

years net sales

Selling General and Administrative Expenses SGA
Our consolidated SGA increased to 32.6% of net sales for the

current year compared with 30.8% year ago The 80 bps increase

in SGA as percent of sales primarily reflects the impact of the

9.9% decline in organic sales volume as previously discussed The

increase in SGA as percent of sales also reflects the impact of

higher warranty expense during fiscal 2009 approximating 50 bps

and the combination of additional bad debt
expense unfavorable

environmental reserve increases and certain higher employment-

related benefit costs These higher expenses were offset
partially by

lower stock-based compensation expense lower distribution
expense

reductions in advertising expense and lower legal expenses totaling

approximately 40 bps There were also certain additional strategic

initiatives that were undertaken by certain of our businesses during

fiscal 2009 in order to reduce our fixed cast base in light
of the

current worldwide recession These initiatives included headcount

reductions which resulted in primarily severance costs approximating

60 bps for the year The costs of these initiatives were slightly more

than offset by the end of fiscal 2009 by the savings accumulated From

the resulting lower headcount

Our industrial segment SGA increased to 33.1% of net sales for

the current year from 31 .1% for last year reflecting the impact of the

8.2% decline in sales volume during fiscal 2009 versus fiscal 2008
Also reflected in the increase is the impact of higher warranty expense

during fiscal 2009 in this segment which began to trend higher

during the last half of the current fiscal year While we anticipate

that this trend will continue into fiscal 2010 at this time we cannot

currently estimate the extent of additional costs that may be incurred

in connection with our extended warranty program There was also

additional bad debt expense incurred this year however this was

more than offset by net favorable foreign currency adjustments

As mentioned above during fiscal 2009 certain of our businesses

incurred severance expense in an effort to bring costs down as

result of the weak economic environment This segments current-year

costs relating to these initiatives were slightly more than offset by the

favorable impact of the resulting headcount reductions by the end of

fiscal 2009

Our consumer segment SGA as percent of net sales for the current

year increased by 100 bps to 27.5% compared with 26.5% year

ago reflecting the unfavorable margin impact of the 13.0% sales

volume decline in net sales in this segment in addition to current year

unfavorable foreign exchange adjustments higher employment-related

benefit expense and unfavorable environmental reserve adjustments

The
strategic

reductions in this segments workforce which resulted in

severance and other related costs during fiscal 2009 was offset by the

benefits of the reduced headcount expense by the end of fiscal 2009

SGA expenses in our corporate/other category decreased during

fiscal 2009 by approximately $5.8 million to $42.7 million from

$48.5 million for fiscal 2008 The decrease reflects the combination

of lower compensation including stock based compensation

and lower insurance expense incurred during fiscal 2009 versus

fiscal 2008 which provided combined benefit of approximately

$10.2 million During fiscal 2009 we also recorded gain on

our partial repurchase of our 4.45% bonds at discount totaling

approximately $0.8 million and had lower year-over-year costs

relating to travel meetings and other expenses as result of tighter

cost controls implemented during the current year Partially offsetting

these items was the impact of net unfavorable foreign currency

adjustments which totaled approximately $8.0 million and other

higher employment-related benefit expenses including higher

hospitalization and workers compensation costs

License fee and
joint venture income of approximately $3.1 million

and $3.3 million for each of the years ended May 31 2009 and

2008 respectively are reflected as reductions of consolidated

SGA expenses

Ca
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We recorded total net periodic pension and postretirement benefit

costs of $22.7 million and $18.6 million for the years ended May 31
2009 and 2008 respectively This increased pension expense

of $4.1 million was the result of higher interest costs approximating

$2.8 million net actuarial losses incurred of approximately

$0.9 million and approximately $0.ó million less in curtailment

gains than the prior year Slightly offsetting these unfavorable items

was the impact of $0.2 million in additional gains relating to the

expected return on plan assets change of .0% in the discount

rate or expected rate of return on plan assets assumptions would

result in $4.7 million and $2.5 million higher pension expense

respectively The assumptions and estimates used to determine the

discount rate and expected return on plan assets are more fully

described in Note Pension Plans and Note Postretirement

Health Care Benefits to our Consolidated Financial Statements

Further discussion and analysis of the
sensitivity surrounding our

most critical assumptions under our pension and postretirement plans

is discussed on page 20 of this report under Critical Accounting

Policies Pension and Postretirement Plans We expect that pension

expense will fluctuate on year.to-year basis depending primarily

upon the investment performance of plan assets and potential changes

in interest rates but such changes are not expected to be material to

our consolidated financial results

Asbestos Charge Income As described in Note Contingencies

and Loss Reserves to the Consolidated Financial Statements we

recorded pre-tax asbestos charges of $288.1 million during the fiscal

year ended May 31 2008 in connection with the calculation of our

liability for unasserted-potential-future-asbestos-related claims by an

independent consulting firm There was no related charge taken or

incurred during the fiscal year ended May 31 2009 For additional

information please refer to Note Contingencies and Loss Reserves

to the Consolidated Financial Statements

Goodwill and Other Intangible Asset Impairments As

described in Note A10 Goodwill and Other Intangible Assets

to the Consolidated Financial Statements we recorded impairment

charges related to reduction of the carrying value of goodwill and

other intangible assets
totaling $15.5 million for the fiscal year

ended May 31 2009 The results of our annual impairment testing

for the fiscal years ended May 31 2008 did not result in any

adjustments to the carrying value of goodwill or other intangible

assets For additional information please refer to Note A10 to the

Consolidated Financial Statements and the Critical Accounting

Policies discussed herein

Interest Expense Interest expense was $54.5 million during

fiscal 2009 versus $60.5 million year ago or decrease of

$6.0 million The combination of lower interest rates which averaged

5.19% overall for fiscal 2009 compared with 5.25% for fiscal 2008

and lower average borrowings net of additional borrowings for

acquisitions reduced interest expense this year by approximately

$8.2 million versus last
year Partially offsetting

this reduction was the

impact of additional bond financing-related costs approximating

$2.2 million

Investment Expense Income Net Net investment expense

of $5.8 million during fiscal 2009 compares to fiscal 2008 net

investment income of $13.5 million Net realized gains on the sales of

investments resulted in net gain of $1.6 million for the year ended

May 31 2009 versus net gain of $3.2 million for fiscal 2008

Additionally there were impairments recognized on securities that

management has determined are other-than-temporary declines in

value which approximated $15.1 million and $1.4 million for fiscal

2009 and 2008 respectively Additionally dividend and interest

income
totaling $7.7 million during fiscal 2009 compares with
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$11 .7 million of income last year The year-over-year changes in

these items reflect the current global economic downturn and related

declines in the U.S financial markets

Income Before Income Taxes IBT Our consolidated IBT

for fiscal 2009 of $180.9 million compares with last years IBT of

$39.0 million for margin on net sales of 5.4% versus 1.1%

year ago Reflected in the current-year figures was the impact of an

impairment loss of $15.5 million resulting from reduction in the

carrying values of goodwill and other intangible assets during this

years fourth fiscal quarter Reflected in the prior year figures was the

impact of the $288.1 million asbestos-related charge taken during last

years fourth fiscal quarter as previously discussed

Our industrial segment had IBT of $176.1 million versus last years

IBT of $259.6 million reflecting this segments 8.2% decline in organic

sales volume during fiscal 2009 as previously discussed in addition

to certain higher raw material costs the goodwill and other intangible

asset impairment loss and additional warranty expense during fiscal

2009 Our consumer segment IBT declined to $102.3 million for the

year from $155.6 million last year primarily asa result of the 13.0%

organic sales decline combined with unfavorable foreign exchange

adjustments and certain higher raw material costs

Income Tax Rate Our effective income tax expense rate of 33.9%

for the year ended May 31 2009 compared to an effective income

tax benefit rate of 22.2% for the year ended May 31 2008

For the year ended May 31 2009 and to greater extent for

the year ended May 31 2008 the effective tax rate differed from

the federal statutory rate due to decreases in the effective tax rate

principally as result of the impact of certain foreign operations

on our U.S taxes U.S tax benefits associated with the domestic

manufacturing deduction and lower effective tax rates in certain of our

foreign jurisdictions In addition for the
year

ended May 31 2009

various state taxing jurisdictions
enacted new tax laws which resulted

in one-time decrease in the state effective tax rate of $1.8 million

The year ended May 31 2008 was also impacted by decrease in

the effective tax rate as result of reversal of valuation allowances

associated with foreign tax credits

For the years ended May 31 2009 and May 31 2008 the

decreases in the effective tax rate were partially offset by valuation

allowances associated with losses incurred by certain of our foreign

businesses state and local income taxes and other non-deductible

business operating expenses In addition the decreases in the

effective tax rate for the year ended May 31 2009 were offset by

the non-deductible impairment of goodwill which impacted the tax

provision by $5.2 million and valuation allowances associated with

foreign tax credit carryforwards

As of May 31 2009 we have determined based on the available

evidence that it is uncertain whether we will be able to recognize

certain deferred tax assets Therefore in accordance with the

provisions of SFAS No 109 Accounting for Income Taxes we

intend to maintain the tax valuation allowances recorded at May 31
2009 for certain deferred tax assets until sufficient positive evidence

for example cumulative positive foreign earnings or additional

foreign source income exists to support their reversal These valuation

allowances relate to U.S foreign tax credit carryforwards certain

foreign net operating losses and net foreign deferred tax assets

recorded in purchase accounting In accordance with SFAS

No 141 any reversal of valuation allowance that was recorded

in purchase accounting has reduced goodwill

Net Income Net income of $119.6 million for the year ended

May 31 2009 compares to net income of $47.7 million for fiscal



2008 for net margin on sales of 3.6% for fiscal 2009 compared

to net margin on sales of .3% for fiscal 2008 The current-year

net income reflects the after-tax impact of the goodwill and other

intangible asset impairment losses of $15.3 million while the
prior-

year net income reflects the after-tax impact of the asbestos-related

charge of $185.1 million Excluding those items the net margin on

sales for fiscal 2009 and 2008 would have been 4.0% and 6.4%

respectively The overall decline in the net margin on sales reflects the

impact of declining organic sales volume which impacted sales by

9.9% during fiscal 2009 combined with higher raw material costs

and expenses
related to higher warranty bad debt and other-than-

temporary losses on marketable securities incurred during fiscal 2009

Diluted earnings per share of common stock of $0.93 for fiscal 2009

compares
with diluted earnings per share of $0.39 year ago

Fiscal 2008 Compared with Fiscal 2007

Net Sales On consolidated basis net sales of $3.64 billion

for fiscal 2008 grew 9.1% or $305.0 million over net sales of

$3.34 billion during fiscal 2007 Organic sales improvements

accounted for 6.9% or $230.8 million of the growth in net soles in

fiscal 2008 over fiscal 2007 including pricing initiatives representing

1.6% of the sales growth or $53.1 million and the impact of net

favorable foreign exchange rates year-over-year which provided

3.1% or $102.7 million of the sales growth Foreign exchange

gains resulted from the weak dollar against nearly all malor foreign

currencies with the majority of the gain resulting
from the stronger

euro and the Canadian dollar Fifteen small acquisitions accounted

for 3.4% of the growth in net sales over fiscal 2007 while the loss

of the revenue related to our Bondo divestiture during fiscal 2008

represented negative impact of .2% of net sales from fiscal 2007

for net acquisition impact of 2.2% of the growth in net sales over

fiscal 2007 or $74.2 million

Industrial segment net sales which comprised 64.9% of fiscal 2008

net sales totaled $2.37 billion growing 12.6% from $2.10 billion

during fiscal 2007 This segments net sales growth resulted from the

combination of 11 small acquisitions which contributed 3.7% plus

organic sales growth which accounted for 8.9% of the increase

including 2.2% from pricing and 3.9% from net favorable foreign

exchange differences The strong organic sales improvements in

the industrial segment resulted from growth in most international

businesses polymer flooring protective coatings and roofing Much

of this growth resulted from ongoing industrial and commercial

maintenance and improvement activities primarily in Europe and

North America but also in Latin America and other regions of the

world There was also slight increase in new construction in certain

of those sectors which also contributed to increased revenues in

the period In order to offset the weakness in the economy which

was beginning to impact certain sectors of our domestic construction

markets we continued to secure new business through our strong

brand offerings high level of service and technical support new

product innovations and international expansion

Consumer segment net sales which comprised 35.1% of fiscal 2008

net sales increased 3.2% to $1.28 billion from $1.24 billion during

fiscal 2007 This segments net sales growth resulted primarily from

organic sales improvements which provided 3.4% of the net sales

growth including 0.6% from pricing and .6% from net favorable

foreign exchange Despite weakening economic conditions this

segment was able to grow organic sales by launching various

new product offerings increasing market penetration at major

retail accounts and refocusing efforts on our various repair and

maintenance products Partially offsetting the organic growth in

net sales over the prior year in this segment was the impact of the

divestiture of our Bonda subsidiary during fiscal 2008 representing

negative impact of 3.2% of consumer segment net sales compared

to fiscal 2007 which was partially
offset by acquisitions for 3.0%

increase in net sales aver fiscal 2007 for net negative impact of

0.2% or $2.9 million

Gross Profit Margin Consolidated gross profit improved to 41.1%

of net sales during fiscal 2008 from 40.8% during fiscal 2007

While the cost of certain of our key raw materials remained higher

over the same period year ago such as epoxies various solvents

and resins we saw the costs of certain of our other key materials

stabilize versus the prior period such as zinc and seedlac The net

30 bps improvement in the grass profit margin during the fiscal year

primarily reflects the leverage of the 3.8% organic growth in net sales

favorable mix of product and operational improvements Higher raw

material costs which impacted the fiscal 2008 gross profit margin by

approximately 0.9% of net sales or 90 bps were offset by the impact

of selling price increases that were initiated throughout fiscal 2008

Our industrial segment gross profit for the fiscal year improved to

42.2% of net sales from 42.1% of net sales fiscal 2007 This 10bps

improvement in this segment resulted from higher selling prices

which were partially offset by certain continued higher raw material

costs during the
year

In addition productivity gains related to the

2.8% pure unit organic growth in sales and favorable mix of sales

contributed to the improved gross profit margin in fiscal 2008

Our consumer segment gross profit
for the 2008 fiscal

year improved

to 39.1% of net sales from 38.4% fiscal 2007 The leverage of the

.2% pure unit growth in organic sales in this segment combined

with favorable sales mix more than overcame certain higher raw

material costs during the year resulting in net improvement of

70 bps in the gross profit margin year-over-year

SG.A Our consolidated SGA expense levels for fiscal 2008

increased by 20 bps to 30.8% of net sales compared with 30.6%

for fiscal 2007 The increase mainly reflects additional expenditures

made to support the 3.8% organic growth in sales including certain

employee-compensation-related expenses in addition to certain higher

legal and audit-related expenditures which were partially
offset by the

combination of the gain on the sale of our Bondo subsidiary during

fiscal 2008 certain favorable environmental accrual adjustments and

reductions in distribution and certain benefit-related costs

Our industrial segment SGA increased by 20 bps to 31 .1% of net

sales in fiscal 2008 from 30.9% year ago reflecting principally

higher employment-related costs legal and foreign exchange

expense partially offset by the operating leverage related to this

segments 5.0% organic sales growth

Our consumer segment SGA as percentage of net sales for fiscal

2008 increased by 60 bps to 26.5% compared with 25.9% for

fiscal 2007 reflecting certain higher employee-compensation costs

and additional
expense

related to environmental accruals
Partially

offsetting
these costs was the combination of the $1 .1 million gain on

the sale of our Bondo subsidiary during the second quarter of fiscal

2008 reductions in certain advertising and promotional expenditures

and lower distribution expense year-over-year

SGA expenses reported in our carporate/ather category decreased

during fiscal 2008 to $48.5 million from $49.8 million during fiscal

2007 This decrease is mainly the result of favorable environmental-

related accrual adjustments foreign exchange gains certain lower

employee compensation and pension-related benefit costs Partially

offsetting these gains were higher legal and audit-related costs higher

insurance and other employment-related expenses and additional

restricted stock
activity

under our Omnibus Equity and Incentive Plan

mostly related to accelerated vesting of grants far retirees
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License fee arid
joint venture income of approximately $3.3 million and

$2.5 million for the years ended May 31 2008 and 2007 respectively

are reflected as reductions of consolidated SGA
expenses

We recorded total net periodic pension and postretirement benefit

cost of $18.6 million and $20.2 million for the years ended May 31
2008 and 2007 respectively This decreased pension expense of

$1.6 million was attributable to an improvement in the expected return

on plan assets of $3.6 million curtailment gain of $0.7 million

during the fiscal year and fewer net actuarial losses recognized

during fiscal 2008 for $1.3 million These gains were partly offset

by increased service and interest cost approximating $4.0 million

We expect that pension expense will fluctuate on year-to-year basis

depending primarily upon the investment performance of plan assets

and potential changes in interest rates but such changes are not

expected to be material to our consolidated financial results

Asbestos Charge Income As described in Note

Contingencies and Loss Reserves to the Consolidated Financial

Statements we recorded pre-tax asbestos charges of $288.1 million

and $380.0 million during the fiscal years ended May 31 2008

and 2006 respectively in connection with the calculation of our

liability
for unasserted-potential-future-asbestos-related claims by an

independent consulting firm There was no related charge taken or

incurred during the fiscal year ended May 31 2007 however our

Bondex subsidiary reached cash settlement of $15.0 million the

terms of which are confidential by agreement of the parties with

one of our former insurance carriers regarding asbestos-matters and

recorded the
resulting

settlement income during fiscal 2007 For

additional information please refer to Note Contingencies and

Loss Reserves to the Consolidated Financial Statements

Interest Expense For the
year

ended May 31 2008 interest

expense was $60.5 million versus $58.2 million during fiscal 2007

for an increase of $2.3 million This increase reflected the impact of

higher weighted-average net borrowings associated with acquisitions

approximating $102.2 million during fiscal 2008 which increased

interest expense by approximately $6.5 million along with additional

interest expense associated with increased borrowings totaling

$1.5 million However lower interest rates which averaged 5.25%

overall for fiscal 2008 compared with 5.59% for fiscal 2007

reduced year-over-year interest expense by $4.6 million Finally

during fiscal 2007 we prepaid our 6.61% Senior Notes Series

due November 15 2006 and our 7.30% Senior Notes Series

due November 15 2008 which included nonrecurring $1.1 million

make-whole payment

Investment Expense Income Net Net investment income

of $13.5 million during fiscal 2008 compares to fiscal 2007 net

investment income of $11 .2 million Interest income for fiscal 2008

amounted to $9.4 million versus $5.2 million during fiscal 2007

Additionally dividend and interest income
totaling

$2.3 million during

fiscal 2008 compares with $1 .8 million of income during fiscal 2007

Net realized gains on the sales of investments totaled $3.2 million

for the year ended May 31 2008 versus $4.2 million for fiscal

2007 Additionally there were impairments recognized on securities

that management determined to be other-than-temporary declines

in value which approximated $1.4 million for fiscal 2008 with no

corresponding charge incurred during fiscal 2007

1ST Our consolidated IBT for fiscal 2008 declined by $268.5 million

or 87.3% to $39.0 million from $307.5 million fiscal 2007 for

.1% margin on net sales versus 9.2% year ago This decline in

margin on sales results from the $288.1 million pre-tax asbestos-

related
liability increase during fiscal 2008 and the prior-year

$15.0 million pre-tax asbestos-related insurance settlement

Industrial segment IBT improved by $26.3 million to $259.5 million

from fiscal 2007s $233.1 million as result of the favorable

growth in organic sales offset
partially by higher foreign exchange

losses legal expenses and compensation-related costs Consumer

segment IBT improved by $4.3 million to $155.8 million from

$151 .5 million in fiscal 2007 as net result of the favorable impact

of acquisitions and the gain on the sale of Bondo offset
partially

by certain higher compensation-related costs and unfavorable

environmental-related accruals

For reconciliation of IBT to EBIT see the Segment Information table

located on page 25 of this Annual Report

Income Tax Rate The effective income tax benefit rate was 22.2%

for the
year

ended May 31 2008 compared to an effective income

tax expense rate of 32.3% for the year ended May 31 2007

For the year ended May 31 2008 and to lesser extent for the

year ended May 31 2007 the effective tax rate differed from

the federal statutory rate due to decreases in the effective tax rate

principally as result of the impact of certain foreign operations

on our U.S taxes U.S tax benefits associated with the domestic

manufacturing deduction and lower effective tax rates in certain of

our foreign jurisdictions In addition for the year ended May 31

2008 the effective tax rate decreased as result of the reversal of

$2.1 million of the valuation allowances associated with foreign tax

credit carryovers Furthermore during the year ended May 31 2008

various foreign taxing jurisdictions
enacted new tax laws including

income tax rate reductions which resulted in one-time decrease in

the effective tax rote of $2.8 million The year ended May 31 2007

was impacted by decrease in the effective tax rate as result of

one-time benefit relating to the resolution of prior-years tax liabilities

For the years ended May 31 2008 and May 31 2007 the decreases

in the effective tax rates were partially
offset by valuation allowances

associated with losses incurred by certain of our foreign businesses

state and local income taxes and other non-deductible business

operating expenses In addition the decreases in the effective tax rate

for the year ended May 31 2007 were further offset by valuation

allowances associated with foreign tax credit carryforwards

Net Income Net income of $47.7 million for the year ended May 31
2008 compares to $208.3 million in fiscal 2007 for net margin

on sales of .3% and 6.2% for fiscal 2008 and 2007 respectively

The decline from the prior year reflects the $185.1 million after-tax

asbestos-related liability adjustment taken during the fourth fiscal

quarter of 2008 Also the prior-year figures reflect the combination

of one-time gain of $2.1 million relating to the settlement of
prior-

years tax liabilities and income of $9.7 million after-tax related to the

impact of an asbestos-related cash settlement received from one of the

defendant insurers during fiscal 2007 as previously discussed

Reflected in net income for fiscal 2008 is the combination of the

operating leverage related to our 3.8% organic sales growth the

impact of favorable acquisitions throughout the year and the net

impact of higher selling prices offsetting certain increased raw

material costs Diluted earnings per share of common stock for fiscal

2008 declined by 76.2% to $0.39 from $1.64 for fiscal 2007

LIQUIDITY AND CAPITAL RESOURCES

Operating Activities

Operating activities provided cash flow of $267.0 million during

fiscal 2009 compared with $234.7 million of cash flow provided

during fiscal 2008 an increase of approximately 13.8%
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Net income adjusted for non-cash expenses and income decreased

by approximately $117.3 million versus last year but was more than

offset by cash generated from decreases primarily in working capital

lower trade accounts receivable balance at the end of fiscal 2009

resulting from additional cash collections provided $181.6 million in

cash versus last years $55.1 million use of cash or approximately

$236.7 million more cash year-over-year Inventory reductions

provided $75.0 million of cash this year compared with use of cash

of $28.4 million last
year or $103.4 million more cash year-over-

year With regard to accounts payable we used $1 30.0 million more

during fiscal 2009 compared to last year as result of change in

the timing of certain payments Accrued compensation and benefits

used an additional $44.8 million versus the prior year while other

accruals including those for other short-term and long-term items

used an additional $26.1 million due to changes in the timing of

such payments

Cash provided from operations along with the use of available credit

lines as required remain our primary sources of liquidity

Investing Activities

Capital expenditures other than for ordinary repairs and

replacements are made to accommodate our continued growth to

achieve production and distribution efficiencies to expand capacity

and to enhance our administration capabilities Capital expenditures

of $55.0 million during fiscal 2009 compare with current-year

depreciation of $62.4 million Capital spending is expected to decline

to level which will trail depreciation expense at least through fiscal

2010 Due to additional capacity which has been brought on-line

over the lost several years we believe there is adequate production

capacity to meet our needs based on anticipated growth rates Any

additional capital expenditures made over the next few
years

will

likely relate primarily to new products and technology

Our captive insurance companies invest their excess cash in

marketable securities in the ordinary course of conducting their

operations and this
activity

will continue Differences in the amounts

related to these activities on year-over-year basis are primarily

attributable to differences in the timing and performance of their

investments balanced against amounts required to satisfy claims

At May 31 2009 the fair value of our investments in marketable

securities totaled $83.3 million of which investments with fair

value of $43.6 million were in an unrealized loss position At

May 31 2008 the fair value of our investments in marketable

securities totaled $110.4 million of which investments with fair

value of $25.8 million were in an unrealized loss position Total

pre.tax unrealized losses recorded in accumulated other comprehensive

income at May 31 2009 and May 31 2008 were $3.8 million

and $1.7 million respectively

We regularly review our marketable securities in unrealized loss

positions in order to determine whether or not we have the ability and

intent to hold these investments That determination is based upon

the severity and duration of the decline in addition to our evaluation

of the cash flow requirements of our businesses Unrealized losses

at May 31 2009 were generally caused by the recent decline

in valuations in the financial sector and the volatility in the global

economy specifically over the last nine months If general economic

conditions were to continue to deteriorate including continued

uncertainties surrounding the
volatility

in financial markets and the

viability of banks and other financial institutions and if we were to

experience continuing or significant additional unrealized losses

within our portfolio of investments in marketable securities we may

recognize additional other-than-temporary impairment losses in future

periods Such potential losses could have material impact on our

results of operations As such we continue to closely evaluate the

status of our investments and our ability
and intent to hold these

investments until their cost can be recovered

Financing Activities

On April 2009 we replaced our existing $1 25.0 million

accounts receivable securitization program under which we had

no outstanding balance at February 28 2009 and which was set

to expire on May 2009 with new three-year $150.0 million

accounts receivable securitization program the AR program The

AR
program

which was established with two banks for certain of

our subsidiaries originating subsidiaries contemplates that the

originating subsidiaries will sell certain of their accounts receivable

to RPM Funding Corporation wholly-owned special purpose

entity SPE which will then transfer undivided interests in such

receivables to the participating banks Once transferred to the SPE

such receivables are owned in their entirety by the SPE and are

not available to
satisfy

claims of our creditors or creditors of the

originating subsidiaries until the obligations owing to the participating

banks have been paid in full The transactions contemplated by the

new program do not constitute form of off-balance sheet financing

and will be fully reflected in our financial statements Entry into the

new program increased our liquidity by $25.0 million but also

increased our Financing costs due to higher market rates The amounts

available under the program are subject to changes in the credit

ratings of our customers customer concentration levels or certain

characteristics of the underlying accounts receivable and therefore at

certain times we may not be able to fully access the $150.0 million

of funding available under the AR
program At May 31 2009

approximately $147.9 million was available under this AR
program

On February 20 2008 we issued and sold $250.0 million of 6.50%

Notes due February 15 2018 The proceeds were used to repay

our $100.0 million Senior Unsecured Notes due March 2008 the

outstanding principal under our $125.0 million accounts receivable

securitization program and $19.0 million in short-term borrowings

under our revolving credit facility This financing strengthened our

credit profile and liquidity position as well as lengthened the average

maturity of our outstanding debt obligations

On December 29 2006 we replaced our $330.0 million revolving

credit facility with $400.0 million five-year credit
facility the

Credit Facility The Credit Facility is used for working capital needs

and general corporate purposes including acquisitions The Credit

Facility provides For borrowings in U.S dollars and several foreign

currencies and provides sublimits for the issuance of letters of credit

in an aggregate amount of up to $35.0 million and swing-line of

up to $20.0 million for short-term borrowings of less than 15 days

In addition the size of the Credit Facility may be expanded subject

to lender approval upon our request by up to an additional

$175.0 million thus potentially expanding the Credit
Facility to

$575.0 million

On May 29 2009 we entered into an amendment to our Credit

Facility agreement with our lenders Under the amendment we are

required to comply with various customary affirmative and negative

covenants These include financial covenants requiring us to maintain

certain leverage and interest coverage ratios The definition of

EBITDA has been amended to add back the sum of all non-cash

charges relating to the writedown or impairment of goodwill and other

intangibles during the applicable period ii other non-cash charges

up to an aggregate of $25.0 million during such applicable period

and iii one-time cash charges incurred during the period from June

2008 through May 31 2010 but only up to an aggregate of not

more than $25.0 million during such applicable period The interest
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coverage ratio is calculated at the end of each fiscal quarter for the

four fiscal quarters then ended The minimum required consolidated

interest coverage ratio EBITDA to interest expense remains 3.50

to under the amendment but allowance of the add-backs referred

to above has the effect of making this convenant less restrictive

Under the terms of the leverage covenant we may not permit our

consolidated indebtedness at any date to exceed 55% of the sum

of such indebtedness and our consolidated shareholders equity on

such date and may not permit the indebtedness of our domestic

subsidiaries determined on combined basis and excluding

indebtedness to us and indebtedness incurred pursuant to permitted

receivables securitizations to exceed 15% of our consolidated

shareholders equity This amendment also added fixed charge

coverage covenant beginning with our fiscal quarter ending

August 31 2009 Under the fixed charge coverage covenant the

ratio of our consolidated EBITDA for any four-fiscal-quarter-period to

the sum of our consolidated interest expense income taxes paid in

cash other than taxes on non-recurring gains capital expenditures

scheduled principal payments on our amortizing indebtedness

other than indebtedness scheduled to be repaid at maturity and

dividends paid in cash or for
testing periods ending on or before

May 31 2010 70% of dividends paid in cash in each case for

such
four-fiscal-quarter period may not be less than .00 to This

amendment also includes temporary one-year restriction on certain

mergers asset dispositions and acquisitions and contains customary

representations and warranties

We are subject to the same leverage interest coverage and fixed

charge coverage covenants under the AR program as those contained

in our Credit Facility On May 29 2009 we also entered into an

amendment to our AR program Included in the amendment were the

same amendments to the definition of EBITDA an identical reduction

in the maximum consolidated leverage ratio and the same fixed

charge coverage covenants as were included in our Credit Facility

amendment as outlined above

Our failure to comply with these and other covenants contained in the

Credit
Facility may result in an event of default under that agreement

entitling
the lenders to among other things declare the entire amount

outstanding under the Credit
Facility

to be due and payable The

instruments governing our other outstanding indebtedness generally

include cross-default provisions that provide that under certain

circumstances an event of default that results in acceleration of our

indebtedness under the Credit
Facility will entitle the holders of such

other indebtedness to declare amounts outstanding immediately due

and payable

As of May 31 2009 we were in compliance with all covenants

contained in our Credit Facility including the leverage and interest

Contractual Obligations

coverage ratio covenants At that date our leverage ratio was

44.9% and our interest coverage ratio was 5.661 Additionally in

accordance with these covenants at May 31 2009 our domestic

subsidiaries indebtedness did not exceed 15% of consolidated

shareholders equity as of that date

Our access to funds under our Credit
Facility

is dependent on the

ability of the financial institutions that are parties to the facility to meet

their funding commitments Those financial institutions may not be

able to meet their funding commitments if they experience shortages

of capital and
liquidity or if they experience excessive volumes of

borrowing requests within short period of time Moreover the

obligations of the financial institutions under our Credit
Facility are

several and not joint and as result funding default by one or

more institutions does not need to be made up by the others

We are exposed to market risk associated with interest rates We
do not use financial derivative instruments for trading purposes

nor do we engage in foreign currency commodity or interest rate

speculation Concurrent with the issuance of our 6.7% Senior

Unsecured Notes RPM United Kingdom G.P entered into cross

currency swap which fixed the interest and principal payments in

euras for the life of the 6.7% Senior Unsecured Notes and resulted

in an effective euro fixed rate borrowing of 5.31% In addition to

hedging the risk associated with our 6.7% Senior Unsecured Notes

our only other hedged risks are associated with certain fixed debt

whereby we have $163.7 million notional amount interest rate

swap contract designated as fair value hedge to pay floating rates

of interest based on six-month LIBOR that matures in our fiscal year

ending May 31 2010 Because critical terms of the debt and interest

rate swap match the hedge is considered perfectly effective against

changes in fair value of debt and therefore there is no need to

periodically reassess the effectiveness during the term of the hedge

Our available liquidity including our cash and cash equivalents

and amounts available under our committed credit facilities stood

at $620.7 million at May 31 2009 Our debt-to-capital ratio was

44.9% at May 31 2009 compared with 48.6% at May 31 2008

During fiscal 2009 we called for redemption all of our outstanding

Senior Convertible Notes due May 2033 Prior to the redemption

virtually all of the holders converted their Senior Convertible Notes

into shares of our common stock For additional information refer to

Note Borrowings to the Consolidated Financial Statements

The following table summarizes our financial obligations and their

expected maturities at May 31 2009 and the effect such obligations

are expected to have on our liquidity
and cash flow in the periods

indicated

2010 2011-12 2013-14 After2Ol4

Total Contractual

Payment Stream

Payments Due In

In thousands

Long-term debt obligations 930842 168547 160888 201508 399899
Capital lease obligations 3186 559 990 879 758

Operating lease obligations 166862 38738 49773 25984 52367
Other long-term liabilitieslh

Interest payments on long-term debt obligations 258665 39502 76287 63787 79089
Contributions to pension and postretirement plans21 340400 20500 61400 81500 177000

Total $1699955 267846 $349338 373658 $709113

Ill Excluded from other long-term liobilities is our liability for unrecognized tax benefits which totaled $4.7 million at May 2009 Currently we cannot predict

with reasonable reliability the timing of cash settlements to the
respective taxing

authorities

These amounts represent our estimated cash contributions to be made in the periods indicated for our pension and
postretirement plans assuming no actuarial gains

or losses assumption changes or plan changes occur in any period The
projection

results assume $10.8 million will be contributed to the U.S plans in fiscal 2009
all other plans and years assume the required minimum contribution will be contributed
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The condition of the U.S dollar fluctuated throughout the year and

was moderately stronger against other major currencies where

we conduct operations at the fiscal year end versus the previous

year end causing an unfavorable change in the accumulated

other comprehensive income loss refer to Note component of

stockholders equity of $99.5 million this year versus favorable

change of $55.9 million last year The change in fiscal 2009 was

in addition to net changes of $16.o million $4.6 million and

$12.1 million related to adlustments required for minimum pension

and other postretirement liabilities unrealized gains on derivatives

and unrealized gains on securities respectively

Off-Balance Sheet Arrangements

We do not have any
off-balance sheet financings other than the

minimum leasing commitments described in Note Leases to the

Consolidated Financial Statements We have no subsidiaries that are

not included in our financial statements nor do we have any interests

in or relationships with any special purpose entities that are not

reflected in our financial statements

QUALITATIVE AND QUANTITATIVE DISCLOSURES

ABOUT MARKET RISK

We are exposed to market risk from changes in interest rates and

foreign currency exchange rates because we fund our operations

through long- and short-term borrowings and denominate our

business transactions in variety of foreign currencies We utilize

sensitivity analysis to measure the potential loss in earnings based

on hypothetical 1% increase in interest rates and 10% change

in foreign currency rates summory of our primary market risk

exposures follows

Interest Rate Risk

Our primary interest rate risk exposure results from our floating rate

debt including various revolving and other lines of credit refer to

Note Borrowings At May 31 2009 approximately 35.7% of

our debt was sublect to floating interest rates

If interest rates were to increase 100 bps from May 31 2008 and

assuming no changes in debt from the May 31 2009 levels the

additional annual interest expense would amount to approximately

$3.3 million on pre-tax basis similar increase in interest rates

in fiscal 2008 would have resulted in approximately $3.3 million in

additional interest expense

Our hedged risks are associated with certain Fixed-rate debt whereby

we have $163.7 million notional amount interest rate swap contract

designated as foir value hedge to pay floating rates of interest

based on six-month LIBOR that matures in fiscal 2010 Because

critical terms of the debt and interest rate swap match the hedge

is considered perfectly effective against changes in the fair value

of debt and therefore there is no need to periodically reassess the

effectiveness during the term of the hedge

All derivative instruments are recognized on the balance sheet and

measured at fair value Changes in the fair values of derivative

instruments that do not qualify as hedges and/or any ineffective

portion of hedges are recognized as gain or loss in our

Consolidated Statement of Income in the current period Changes in

the fair value of derivative instruments used effectively as fair value

hedges are recognized in earnings losses along with the change

in the value of the hedged item Such derivative transactions are

accounted for under SFAS No 33 Accounting for Derivative

Instruments and Hedging Activities as amended and interpreted We

do not hold or issue derivative instruments for speculative purposes

Foreign Currency Risk

Our foreign sales and results of operations are sublect to the impact of

foreign currency fluctuations refer to Note Summary of Significant

Accounting Policies As most of our foreign operations are in

countries with Fairly stable currencies such as Belgium Canada

France Germany the Netherlands and the United Kingdom this

effect has not generally been material In addition foreign debt is

denominated in the respective foreign currency thereby eliminating

any related translation impact on earnings

If the U.S dollar continues to weaken our foreign results of operations

will be positively impacted but the effect is not expected to be

material 10% change in foreign currency exchange rates would not

have resulted in material impact to net income for the
years

ended

May 31 2009 and 2008 We do not currently hedge against the risk

of exchange rate fluctuations

FORWARD-LOOKING STATEMENTS

The foregoing discussion Mr Sullivans letter and certain other

sections of this report contain forward-looking statements relating

to our business These forward-looking statements or other statements

made by us are made based on our expectations and beliefs

concerning future events impacting us and are subject to uncertainties

and factors including those specified below which are difficult to

predict and in many instances are beyond our control As result

our actual results could differ materially from those expressed in or

implied by any such forward-looking statements These uncertainties

and factors include global markets and general economic

conditions the price supply and capacity of raw materials

including assorted pigments resins solvents and other natural gas-

and oil-based materials packaging including plastic containers and

transportation services including fuel surcharges continued growth

in demand for our products legal environmental and
litigation

risks inherent in our construction and chemicals businesses and risks

related to the adequacy of our insurance coverage for such matters

the effect of changes in interest rates the effect of fluctuations in

currency exchange rates upon our foreign operations the effect of

non-currency risks of investing in and conducting operations in foreign

countries including those relating to domestic and international

political social economic and regulatory factors risks and

uncertainties associated with our ongoing acquisition and divestiture

activities risks related to the adequacy of our contingent liabilities

including for asbestos-related claims and warranty obligations and

other risks detailed in our filings
with the Securities and Exchange

Commission including the risk factors set forth in our Annual Report

on Form 10-K for the year ended May 31 2009 as the same may

be updated from time to time We do not undertake any obligation

to publicly update or revise any forward-looking statements to reflect

future events information or circumstances that arise after the date of

the filing
of the report containing such statements

CD
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Consolidated Financial Statements

CONSOLIDATED BALANCE SHEETS

In thousands except per share amounts

May31 2009 2008

Assets

Current Assets

Cash and cash equivalents 253387 231251

Trade accounts receivable less allowances of $22934 in 2009

and $24554 in 2008 638659 817241

Inventories 4061 75 476149
Deferred income taxes 44540 37644

Prepaid expenses
and other current assets 210155 221 690

Total current assets 5529 16 783975

Property Plant and Equipment at Cost

Land 33836 33299

Buildings and leasehold improvements 305927 302375

Machinery and equipment 716792 719045

1056555 1054719
Less allowance for depreciation and amortization 586452 556998

Property plant and equipment net 470103 497721

Other Assets

Goodwill 856166 908358
Other intangible assets net of amortization 358097 384370
Deferred income taxes non-current 92500 88754
Other 80139 100389

Total other assets 1386902 1481871

Total Assets 3409921 3763567

Liabilities and Stockholders Equity

Current Liabilities

Accounts payable 294814 411448
Current portion of long-term debt 168547 6934
Accrued compensation and benefits 124138 151 493
Accrued loss reserves 77393 71981
Asbestos-related liabilities 65000 65000
Other accrued liabilities 19270 139505

Total current liabilities 849162 846361

Long-Term Liabilities

long-term debt less current maturities 762295 066687
Asbestos-related liabilities 425328 494745
Other long-term liabilities 205650 192412
Deferred income taxes 23815 26806

Total
long-term_liabilities 1417088 1780650

Total liabilities 2266250 262701

Stockholders Equity

Preferred stock par value $0.01 authorized 50000 shares none issued

Common stock par value $0.01 authorized 300000 shares

issued and outstanding 128501 as of May 2009
issued and outstanding 122189 as of May 2008 1285 1222

Paid-in capital 780967 612441

Treasury stock at cost 50453 6057
Accumulated other comprehensive income loss 31557 101162
Retained earnings 443429 427788

Total stockholders equity 1143671 1136556

Total Liabilities and Stockholders Equity 3409921 3763567

The accompanying Notes to Consolidated Financial Statements are an integral part
of these financial statements
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Year End6d May31

Net Scdes

Cost of Sales

Income Befort Income taxes

Provision Benefit for Income raxes

2009 2008

$3 36816/ $3643/91

c015078 214325

1353089 498537

1096505 124419

288100

15462

54 460

5794

2007

$3 338/64

10/8312

1360452

1020884

15000

5823/

11 204

307535
99 246

208289

11 179

128711

176

164

0685

CONSOLJDATED STATEMENTS OF INCOME
fhowands except per 3ra amotnts

Gross Profit

SoIling General and Administrative Expenses

Asbestos Charges Settlement Income

Goodwill and Other Intangible Asset Impairments

lnterest Expense

Investment Expense lncomc Net

80 868

61252

604/6

13512

39054

18655

Net Income 119 616 47/09

Averrge Numbol of Shores of Cmmon Stoct Ouktancling

Basic 126 3/3 120151

Diluted 128255 130539

Earnings per
Share of Common Stock

Basic 95 0.40

Diluted 0.93 39

Cash Dividends Declared per Share of Common Stock 0/90 0.745



CONSOUDATED STATIMSNTS OF CASH FLOWS

In tF usands

Year Fned May31

Cash Fows From Operating Achvtiest

Net ncome

Adjustments to roncrle net rncome to et

cash provrded by operating adwrtres

Deprocration

Amortr itr

doodwrll and other rntanqrble asset rmparrments

Oths than temporary mpa rments on ma ketaf Ic sec xrtres

Provrsron for asbestos related liabrlrtres

Deferred rneome taxes

Other

Changes in assets and Iiabilitres net of effect

from purchases
and ales of busrrrnssr

Increase decreasr rn receivables

Increase decrease rn wer tory

Incrase decrease repard expor
and 00 or

cunent and long rm assets

Increase decrease in cour ts payahk

Increase decrease rn crued conpensatran and benohts

Incrr use decrease rn accrued Ic rrse yes

Incrrase decrease in other aecrucd liabrlities

Payments made for asbestosrelated clarms

Other

Lash rm Operating trvrties

Cash Hows From Investing Activities

aprtal expe rditures

Acqursrtron of busrnesses net of cash acqurrod

Purchase of marketable sm ur itres

Proceeds om sales of marketable secuntres

Proceeds from sale of asset and bus nesses

Other

Cash Used For nvestrng Actrvtros

Cash Flows From Financing Activities

Additor ang term ad shetterm kt

Reductions of long term an short term debt

Cash drvidends

Repurchase of stock

ax benef from cx rcrse of stark opti ns

Fxer sr of stark optrons

Cash Frc Used For Financrng Actrvitres

Effect of Exchange Rate Changes on Cash and

Cash Eqwvalents

Net Change in Cash and Cash Equivalents

Cash and Cash Equivalents at Begmn ng of Year

Cash and Cash Equivalents at End of Year

Supplemental Disclosures of Cash Flows Information

sh paid durrng the
year

Interest

Income taxes

Supplemental Schedule of Non Cash Investing

and Financing Activhes

Stock based compensat on trvrty

Debt from business cc mbinc trons

Issuance cf stock for onvertrblebond edemptron

10509

/88

4/j09

62 238

23128

409

288 100

/3 888
11 751

55056
28 361

5858
10654
15810

382

14426

82 623
10 65/

2007

08289

59256
351

32/40

/5 185

23864

7/
3/ 656

435
301

54879

6/01/
30784

rr9oro

62

22165
13462

1506

136

692

81 SI

/5014

18024

11932/
29 39

516

11 C5
o9417
26 461

54 986

16 669

/5 410
65 862

82
126

81 54/

m5 815

514
01 836

45 360
31

05/

203c

71 840

123130
110225

92383

46/44

2946

169214

251 76

j181 0/3

90638
05/
/92

10689

10 393

124134
96 695

530

1516

2945

08 251

153 516

33 560

82 106

549

23833

45 232

Il 114

50400
108 616

138604 11 523

24/08 18258

136 /2235
159016

233 37 231 51

58650 3/99
599/8 51 /1

51 316

62930

8008

20

150612

13396

4314



Balance at June 2006

Comprehensive income

Net income

Jranslation
gain

and other

Comprehensive income

Impact of adoption of SFAS

No 158 net of taxes of $22468
Dividends paid

Stock option exercises net

Stock ased compensation expense

Restrk2ed sto awards net

Balance at May 31 2007

Impact of adoption of measurement

date provsions of SFAS No 158
Net periodic beneht cost for the penod

March 200/ May 200/

net of taxes of $1 722

Change in fair value and benefit

obligation from March 2007

May 31 200 net of tOACS of $6203

Impact of adoption of FIN No 48

Begmning Balance as adjusted

Comptehonsive income

Net income

franslation gain nd other

co prehensivo income

Dividends paid

tock
option exerises net

Stock based
compensation expense

Restricted stock awards not

Balance at May 31 2008

Impact of adoption of FITF 064

Beginnng Balance as adjusted

Comprehensive income

Net income

Translation
gain and other

Comprefensivr income loss

Dividends paid

Issuane of stock for convertible bond

redemption including deferred

tax henefitc $7 174

Shares repurchascd

Stc ek
option exercises net

Stock based compensation expense

Re ti icted stock awards net

Balance at May 31 2009

120906 209 584845

10665

239

692

612 441

43 345
3041 82

CONSOUDATED STATEMENTS OF STOCKHOLDEBS EQWTY
tfouscrndr

Accumulotcdommol Stock
Other

NumbEr Por/ ornprehe Nc

of Stoted Po4Ir lreoury In ome Reioured

Shoie Vcilu Copi al Stock
IlossI rrinpc

bk

118743 $1187 $545422 29839 $3494Q3 925941

208289 208289
37580 37580

245869

42279 422/9
82106 82106

1798 18 25815 25823

5862 862

363 7746 7750

120906 1209 584845 25140 4/5676 1086870

3270 32/0

11638 ôt3

1689 1689
36/98 4/071/ 1093569

47709 47709
64364 64364

112073

90638 90638
/50 10673

239

533 6057 640

122189 1222 6057 101162 42/788 136556

213 2139
122 189 222 2441 605/ 101 162 42564 1134 41/

119616 119616

1i2/19 1327191

3103

101836 101 836

8030 80 15/Oo 15/786

355 24 43 369
254 2961

2743 2/43
383 036 969 4072

128501 $1 283 $780967 $50453 $31 557 $443429 11436/1
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NOTE SUMMAY OF UGNUICANT

AC OUN INS POUCIES

ur hr ancial statements consolidate all of ow affiliates We accou it

for our owe tments in kss than maority owned
joint

ventures under the

equity
method Effects of transactions between related companies are

clirninated consolidation

Our business is dependent on oxterral weather factors Historically

we have experienced strorg sale aid net income in our First second

and fourth fiscal quarters comprised of the three mo ith periods ending

August 31 Navembc 30 and May 31 respectively with weaker

pnlarrrenca in aui tf rd fiscal
quart December through Fcbruaryl

Certain rerjas ifications have been made to prior year amounts

cnform to this years presentation

Ih preparation
of financial statements in conformity with Generally

Accepted Accountirg Principles GAAP in the United States requires

us to make estimates and assumptiois that affect rep irted amounts cf

assets and liabilities disclosure of cant ngent assets and liabilities at

the date of tEe financial statements and reported amounts of revenues

eperses duig the rpo hng perierl
Aetnal mcnlt auld d1fh

fron those timates

Wergf ted Averags

Intangible Asset

Amc rtizatic Lift

in rhousandsl Ii Years

Current assets

Property plant and equipment

Coodwill

Tradenams indefinite iives

Other intangible assets

Other long term assets

Tota Assets Acquired

Liab lit es assumed

During fiscal 2008 we completO the sle of our Bondo subcidiaiy

formerly one of our consumer segme it product lines ti an outsid

third pa ty
Sale proceeds of $45 million generated one time

net ga/ of $1 ncllion wF ich va ncluded

expense for fiscal 2008 The ieportcd amount of the gain
is net of

approximately $4 million of tians ction related cost including

$1 million for involuntary employee terminations and related casts

approximately $1 mllian in adlustments foi product returns and

product liability acc rua and approximately $1 .0 million for closing

cost and other fees

Our Consolidated financial Statements reflect the results of operations

of acquired busines es as of their respective dates of acquisition

Pro forma results of operations for tie years
ended May 31 2009

and May 31 2008 were not mate ially different from reported results

and conequently are not presented

We account for business comE inations using the pu hose method

of accounting and accordingly ths assets and liabilities of the

acquired entities are iecordsd at their estimated fair val re it the

acquisition date

During the fisco year
ended May 2009 we completed four

acquisitions all which report through our ndustria repo
table

segment
The acquired product lines and assets included thc

following distributoi of flaonng and joint
sealants bascd in

Switzerland contractor for insulation and air leokaje ntrel based

in Canada an ir dustrial and ommercial flooring pradu company

based in South Afr ca and voriou tangible aid ntangibli assets

related to car stru tion type metecin equipment During the fiscal

year ended May 31 2008 we completed nine oc quisitior
th

majority of which report through our industrial rep rtable segment

The acquired piaduct lines and osets included specialty coatings

provider for industrial and marine applications in ondii avia

manufacturer of concrete admixture products in Chil corative

concrete system manufacturer based in the southern scalant

supplier foi window assembly mark ts in southern ard eastern furope

and nranufacturei of high performance flooring system in Enqland

Ihe purchase pric for each acquisition has beer allocated to the

preliminary estimato fair values of the assets acquired id liabilities

assuned as of the date of acqui itian These acqu sitmons hove been

aggregated by year purchase in the following table

fiscal 2008 Acquisitions

Weight Average

Intangible Asset

Amortizatior life

In Years

6806 /0921

N/A 6191/

N/A 10061

14826

10 088

$204 450

69 985

The functional curren for each of our foreign subsidiaries is it local

currency Accordingly for the periods presented assets and liabilities

have been tran lated
usirrg exchange rates at year eno while income

and expense far tfme periods have been translated ing ci weighted

average
exchar go rate

The resulting translation adlustments have been recorded mn

aeci mulated other comprehensive income less come panent

stockholders equity and will be included in net arnings only upon

the sale or liquidation of the underlying foreign in vestme it ne them

which contemplated at this time ronsaction gains and ssc ave

been immaterial durinq the past three fiscal years

fiscal 2009 Acquisitions

N/A

13

68/

dn3i

183

296

0225

659

Net Assets Acqured 26C $133 465
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an exchange of the notional amounts at maturity
The rates induded

ii

this swap are based upon observabl market data but are not quoted

market
pricc

and therefore the cross currency swap is considered

level
liability on the fai value hierarchy

Inventanes are stated at the lowei of ost or market cost being

determined on IFO basis and market being determined on the

basis of replacement cost or net reali able value Inventory costs

include raw materials labor and ma iufacturing overhead Inventories

were composed of the following ma classes

2009 2008

We account for goodwill and other intongible assets in accordance

with the provsions of SPAS No 142 Goodwill ond Other Intangible

Assets and account for business combination us ny the purchase

method of accounting and accordingly the assets and liabilities of

the entities acquired are recorded at their estimated fair values at the

acquisition date Goodwill represents the excess of the pur
hose price

paid ovr the fair value net assets acquired including thc amount

ssigned to denlifiahln intanghle accct

We perforr the mequird annual impairmert assessments as of the

first day of our fourth fiscal quartei using
faiovalue ppmoach at

the reporting unit level Our reporting units have been identified at

the component level or one level below our operating segments

The am nual goodwill impa rment assessment involves estimating the

fair value of each reporting unit and comparing it with its carrying

arm ount If the arrying amount of the reporting unit exceeds its fair

value additional steps are followed to determine and recognize

appropriate an impairment loss akulating the fair value of

the reporting units rquires our significant use of est motes and

assumptions We estimate the fa values of our reporting units
cry

applying combination of third pary mark value indicators whe

observable market data was available and discountei future cash

flows to each of our reporting units prolectrd EBITDA In applying this

methodology we rely on number of factors includ ng actual and

foiecasted operating
results and market data

Far the fiscal year ended May 31 2009 our fair value determinations

indicatd potential goodwill impairment
far one of oui reporting

units lherofoie fair value estimate of eacf tangible and intangible

asset was established This
piocess required our esti cation of the

discounted cash flaws expected to be generated by each asset in

addition to ndependent asset appraisals as deemed appropriate

Our cash flow estimates were based on our historical exp or ence

and our internal busine plans and appropriate discount rates

were applied lhis
testing

resulted in an npairment chargn ielated

to reduction of the amiying valuc of goodwill in the am .nt of

$14 million at this reporting unit foi the fiscal
year

ended May 31

209 Ihe goodwill imoairment resulted primarily fiom soft domestic

commercial construction sales coupled with continued kw ash flow

pmOlections for this reporting unit

Additionally we to all indefinite lived intangible asset foi

impairment annually The results of our annual impair cc nt test for

the fiscal year ended May 31 2009 resulted in ieduction in the

carrying value of certain indefiniteIived tradenames of $0 million

The impairment
ulted from continued slow sales assami std with

the ongoing declines in residential housing construiion

SF ould te future earnings
and cash flows at our reporting units

decline and/o discount mate increase future imparment chog

to goodwill and other intangible assets may be rem uirod

The results of our snual impairment tests for the fiscal
yr

ars

ci ded May 31 2008 and 200/ did not re ult in any ad1ustment

to the carrying
value of goodwill or indefinitelived intangible

asset impairments

The changes in the carrying amount of goodwill by ieportable

segment for thc years
ended May 31 2009 and 2008 are

as follows

Industrial Consummi

In housands Seg cent Segment

Balance as of

june 200/

quisitions net

of divestitures

Purchas acm ountinc

adjustments1

Translation adjustments

Balance as of

May 31 200A

quisitions

Purchase acour tiny

adjustments

Goodwill rrpairmc

cha gcd to operations

anslotian adjust cents

Bak nce at

May31 2009 $464988 $391 178 $856166

Ill Reluimis
primai ily to oth accruals and fircili cition certa ii ioperty plart

and equipment and intangibles
valuations

May 31

In thousands

Raw moterials and supplies

Fnished goc ds

$133708 151400

27246/ 324749

$406175 $476149

$423172 $407005 $830177

60 953 378 53 575

547

3626

/4
24680

621
21 054

504558

68/

816

14242
34 31

403800 908358

68/

816

14942

12622 46753
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cal year ended May 2008 we cafed for redemption ciii of our

outstanding Senioi oiivertibk sees due May i033 However

the transitioi guidance of the TSP requir rctrospecttve oppik ation

oil years preented Wa are curiently evaluating the import that

the adoption of this TSP nay hay on or finoncial sta ements upon

retrospective application

in June 2008 the FASB issued TSP HiF 03 Determ ning
WhetTer

instrurr ents Granted in $harwBose Payment ansactic is Are

Particpatrng Securities The TSP quires all shares that qualify as

NOfl BORROWNG

description of long term aobt follows

part cipating securities prior to vstinp to be includ ri the earnings

allocation in computing arnurgs per share under the two.class

method Upon adopt is the provisions of this SP are required to be

retrospectively ap lied to all earni igs er hare data presented The

TSP is effective beginning with our first interim piiod for fiscal 2010

We are currently evaluating the impact this pronouncement may hove

on our financial statem rits

In thuusc ads

Unsecured 45% senior notes due Octocer 2009

Unsecsred 625 nio notes due Deccmb 15 2013

Unseurcd 650% senioi notes due February 14 2018

Unsecured $297000 face value at siaturity
/5% nor ior convertibl notes due May 13 2033

Unsecured 670% senor notes due Ncve.inbrcr 2015

Revolving credit agreement for $400 000 with syndicate of banks through December 29 2011

Interest which is tied to 1180k av iged 50% for dollar denominated debt and 80% for

Sterling Poe nd denominated debt at May 2009

Accounts receivable ecurit zation prog is for $150 000 with two banks through April 201

Other obligations including apital lea and unsecur notes pa3able at various ates of interet

due in installments through 2011

lecs urrent
pciitron

168 54/

Tota Long4erm Debt Lesrs Current Matudfles
______

/62 293 $1066687

11 We entered inta an interrot rare swap wh cli has the ffect ofc.
veiting

iRis fix rote rote to variable rate med on the six month london lntcrbank ffe.rcd

Rate ILIBORI The weng sted average en cc ye iate wa /4 as of May 31 2009

121 TEe 2500 mill in face anrouni of the notes du 2018 md1usted for the amartzstion of the original rsue discount which appioximated lion and

$3 mnllron at May 31 2009 and 2008 rep hvely the ig nal issue discount ef Ct vedy
reduced he ultimate

proc
eOn fran the financing Re Ifcctivr

nnteest rate on the note irrluding tie au ortrzaiion of ho dscount se .04% for beth years pre ented

131 We tered rro
cnuss.cuire.ncy swap wh ch xcd the itcrcst and princif

ul payments in curos result
ig

in on effective fixed rate bornownc of 31

The aggregate maturit es of brig tern debt for the five year subsequer

to May 31 2009 crc as follows 2010 $1683 millbn 1011

$1.2 million 2012 $139.7 nnrllion 2013 $08 million 2014

$200 million and thereafter $399 million Additionally at

May 31 2009 we had unused lines credit totaling $367 milli in

On September 30 2004 we issued and sold $200 million of

4.45% Seni is Unsecured Notes due 2009 which concurrently

swapped back to floating interest rate debt As of May 31 2009

and 2008 the fair value of this interest ate swap which an

asset position for both years presented was $2 nrillion an

$0 mi lior respectively

In December 2003 we issued and sold $200.0 million of 25%

Senior Notes due 2013 as means of refinancing

On February 20 2008 we issued arid said $230.0 mibbic of 650%

Senior Notes due February 15 20 The net pro
eeds the sale

approximating $2447 million wer ed to repay $1000 million

of our Unsecured Snior Notes due March 12008 $1 5.0 mllron

outstanding principal under our accounts receivable secur tization

program
arid $190 million in shortterm borrowings under our

revolving credit
facility

The 2.75% Convertible Notes due May 13 2033 wers convertible

into 8034355 shares of our comm stock at cc rf

$18 68 per shar suhiect to adiustnnent during any riscal quarter

in whir 1r the closing price of the rommon tack was grcato thor

$22 41 per share for at least 20 trading days within th 30

rerirtive trading Oy 1serrad on tEe last trading day of tho calendar

quarter The ts wore also convertible during any period

whrcfr the credit rating of the Notes was belcw pecifid level if

May31 20C9 2008
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NOTE COMMON STOCK

On April 21 2009 our board of directors adopted new

Stoekh 2der Rights Plan to ropksce the rigf ts plan that was onqinally

adopted in 1999 and expued in May 2009 The nec plan is

substant voly similar to its predecessor inder the ew plan our board

declared dividend dotribution of one right
for ca tstanding

share of our omrnon stock payable May 11 2009 The rights
will

initialiy
trade together with shares of ju Co irrnon stk und will

not be exercisable TH ghts genrally will become exrc sable

and allow the holder to acquire shares of our common stock at

discounted price if person or grc up acquires
15% mo of our

outstanding shares Rights held by pcrsons
who exceed tie applicable

threshold will be void Under certain circumstances thr rights
will

ent tIe the holder to buy shares in an acquiring entity at di counted

price Our bc ard may at option redeem all
rights

for $0 001 pe

right generally at any time prior to the rights becoming xercisable

Ihe rights
will expire May 11 2019 unless earlier redemed

exchanged arsended by the board he new plan specifically

provids thot our hoc rd will review the statu of the new an at thc

end of ye years to determino if ai such action should be taken

Or January 2008 we announ od our authorization of ci tock

repurchase program under vhich we may repurchase sh ires of

our common stock it our discretios for general corporate purposes

Our intc ntron with req ft this program to limit our rc ases

only to amounts required to offset dilution created by tock issuei

in onneetion th our equity based compensation plans or

approximately one to wo million sha es per year As result of this

authc nizatian we may repurchase shares frons time to timc in th

open market or in private trans set or at various nec and in

amounts and for prrce that we deem appropriate subje to insider

trading rules arid otfier sac untie law restrictions The timir at ur

purcha es has deponded upon an will co itinue to depend upon

prevailing market conditior alternative uses of capital and othc

fact irs We mc ay
limit or terniinate the repurchare progr scsi at any

time During the fiscal year ended May 31 2009 we repurchased

approximately million shares our common stock cost of

approximately $43 million ran verage cost of $1841 per

share under this ogram ihere wa no activity
under thi

prc grc

during fiscal 2008

Year ended May

fr/au onds

Selling general and administrative oxpense

orre tax benefit

Total stock based compensatrc expense

lotal unrocognrized compensation cost ielated to non vstcd awards at

May 31 2009 was $3 rOll on and is expected ti be recognized

over weighted avwage period of approximately thrc years

We ort tock-bascd incentise ac rds 1c or scmpkynes rind/or

ou directors under variou sI are based compensation plans Plans

that provide for stock option gro its or share based ayment
awards

include the 1996 Key Employees Stock Option Plan the 1996 Plan

and the 2004 Omnibus fquity and Incentive Plan the Omnibus

Plan wh ch includes provi ions for rants of restricted cock

restricted stock units performance stoc performar cc stock units id

SARs Other plans which provide for re trrcted stock grants only

ir elude the 2003 Restri ted Stack Plan for Directors tfre
2003 Plan

and the 200/ Restri ted Stock Plan I/c 200/ Plan lhe 200/

Plan succeeced the 199/ Restricted Stock Plan 199/ Plan whiTh

expired by its terms at May 31 2001

Stock option are awards which allow our employees to purchase

shares of ur ommcn stock at fixed rice We grant stock option

at an exercise price equal to the stock price on the Jate if the
grc

it

The fair value of stock options and SARs granted is tirrrated as

the date of grant unrig
Black Sc 2cc option-pricing

model with the

following weighted average assumotions

0fl8

8008 $13396 $10509

2622 40/4 381

386 9322 7128

2009 008 2007

463
6.1 yrs

31%

214%

Risk-frec interest rate 9% 3%

Expected life of optior yrs yrs

xpected dividend yield 3%

Expected volatility rate 284% 26 1%

The 81 ick Scholos option pricing mcodel was dew pod for cisc

in stin atrng tIe fair value trad options
that have so vusti

13

restrictions and are fully
trarisferollc The risk fre rate for per ods

within tIre contractual lif of the option is based os the Treasury

yield curve in cffect at the me of grant

the expected lif of option gnsntcd is nived from th
iiiput

of the

option pniern
model and repre ents the period of tirre fiat options

granted are oxp cted to Ic outstanding Expected v$atility nrtes are

based on hirtonical volatility
of shares of our omi ic stock

The 1996 Plan whi expired by its tennis on Augu 15 2006

provided for the qr sntinq of stock option for up to 9000000 sha es

Stock ptian wc re granted to employees and di ectons at an exercise

price equal to the far ma ket value of our cornmon ctcck at the date of

grant
These options are generally exercisc ble cumulatively in uqual

annual mnstallrn its cc mrneneirrg one year from th grant date and

have expiration dat ranging am October 2009 Octob 2014

onrpensatron cost for those awards is recognizM on straight line

basis over tfie related vesting period The ttal fair vol cf shares

NOTE STOCK$$ASED COMPENSAUON

Effective June 2006 we adopted ths provisions
of Sf AS No 123R Share Basod Paynient utilizing the modified prospective method of

accounting Stockba ad compensation rcprcserrts
the cost related to tock based awards qranod to our employ es and directois the awards

include restricted stock tock options and SARs We measure sto kbased compen ation cost crt the date of grant based on th estrmsOd fc

value of th uwaid We recogni the cost as expense on straight line basis net of estimated forfeitures over the related yr sting period

The followirmg
table represents

total stock-based compensotion expc included in our Consolidated Statements of Income

Year Ended May 31



in 31 00 milh un th mmbu Plan ny numb that main ii bi

Sb mm to un Ii divid uD lii aw rds or rant up ma mum
ym nt un il th 000 000 ha ma in th im AR rant or th

ty

rd th than full lu id tn

he mnibu P1 ov by Id
rd no tn nit rd rforman rd

004 in th pam toc rd no
rfo unit AR fair valu at th

for mpl wi riety and to
yr nt hay to rm dv in rrn ov

rd II II mm form rd four Corn ion fo nd
ni

tray ran und th mnibu 000000
tr iqh un is th lat

tiny iod Cu nIl II

of our omm may sub1 ow un th
ut nd

ng ar to with tack 009
Omnibu Plo the 000 00 rnmon

re 000000 AR ou tandi

Th followin bI uinm ri ti nd ym nt
ti ity ludin AR und th du in thr fi al nd

My

009 008 007

ight Nurnb
ight Num or ht Numb

Av
rag of Av ra

Excr Uiid Und Und

Pri
pti Pri Opti tion

In thou ox pt ha mount

al Jun $15 47 146 49 6414
ption gran $140 00 $1880 80

d/ xpir $181 $1 $14 43
pti

ri 1204 261 $14 84 $14 1801
$1570 46 $1571 14 49
$1 90 /19 $1409 48 $1 /3

At 00 nt lu rniUion an milli Ii for th
tions orn

rn mm nti tu Ilif of ptions uttandin wa option ofth payrn ntfor Ii

million an cliv ly whil th
aggr intnin 31 009 00 and liv ly

lu nd ighted mainin nti tual if
ption

bl million liv
Th ir lu of all nonv ym nt

tio nt dunn th ais 00 008 nd ul in th rn rk lu th th dat

00 nt at ui nt to th pa an rip th pro mat ly million hat to
th nt ndh dw ht yr ntdat iv lu ht

pu $1811 andaw ht ra

40 liv mm nit ctuul im of will ultima
ly un

th

Th intrin lu Ii during th nd

009 00 nd 00 wa $1 million Ilion nd

$1 milli cti Tb Fit $03 ill

ummary th tu out nonv ym nt rd Ma 2009 and th during th th nd
incro flIw

ban at th utands
ight Nun ht Av

Avr Sb Rm mm

nt Und ontr tual

lu Option

Jun 00 $4 1194
ntd

td 46
orfit

pir $5

$393 12 46



th nt in th 00 108

shar wa ri tow iqht

it ck award hi lb

ru th yo 08 at

fo to tn it if

or 00 to gh
nd form st nit lb Ii ibt

rio 31
dir ntitt lb td

it bt tu tan

th Tb at rmin

un rti cI omp ti
mit on

nd fi on th ri lb of
iptio

tin to th Jditi nat $0.4 iI1i oninq
ur in sto It

th tan ng am rti hE
ppti

tn

ni with nt

Un th nib Pt iou ty

000000 un In be rd

th wing bi ma lb clivi tt nv ii

ft 0000 mmo su bt

sh du nd May 009
Ui Pt up to 000 futt tu

rd un tn in Unit ma

and an took it Dun lb ye

en May 00 nt 14 ha if

in thou an hi

am tn und ih Au tan avi

gr nt $14 lb Ii tiff ft or

an Oat Num of

re tn bar of mm ok ui ibu

ir hai

or ti At vid nd rn it In Jut 00

ntin nh tnict Jun 008 163

ow rd de ur ant to th mU Ptan an nti nt Gr 14

on th Ott im nI Ip ri at IF hi $17

ni fr Jun ndi 10 ri th
it

My31 00 ard lany
$1

rd in Ii end nt

ring 00 ht day

$18 sh Up an mm lb man Ii ia tu rm non

ii ubt rd th nibU Pt bar
iy

00 am ri ov

hi lb ir th id witt qni whi his

Tn OOs Pt wa ved tO by ann
ro im lhn ir vatu tn

kh td andw stabtih pim rityf rth purp hr hay utat ingth mark Iv tu

UI nd ni
Ii lb in or di cI it

lb bar th

with the mt of our khotd ii our
009 08 00 Iti

ig av nt tu

mpt gAt to
parti

nd 200 Pt to

for In nt 16 rd

00000 of oui Comm aw with
tiv lb ir tu lb du lb

iffy tin yr thr yar ridE thyear id My 009 nd0 nnittin

000 ha wer gr nt ht

ittion mitti liv ho

lb 400 bt futu nt

mat mitti bar ht do ia tda

or the nd May bar ant
ir tu of 09 an ight mai ing tuat

ight pri
of Fo

rm tt uttim ly
ha nib uniq

May 7000 wer nt at av
nd

puili pu it uuIi
pI xn iul ly

ri Un lion

lr/ at Jun with 0309 stri

latin took nI hr mitti

sI 200 at inlri vat of

at 00 in morti thr in
rI dunn th 009

rio nv ri bar of to und lb 00
00 nd 200 0.0 itti mi nm $1 milk

Ian Ii ibt Ia vid nI

no ly

In lb 149 rn and
Tm tat nr ni nn tin nonv rd

hI ni tho Ii nd
lii am on $1 iIIi of

00 Tb Plan its rms
00 hat Ii

by the Pta md 00 PIai 000
gb av no ni of an did not ny

Ia 0111 nor IIy

In mpl ult rnpt ye in ai

rt itur ib sh up Inc Ii ii mm
lb dod

lb Iiflh ann of lb May 31t dial
ly pr ng lb da

it



We rt in ty pl nt and
quipm und long rm or al pl mploy in lu ing ur

ti nt am of whi vid for in prin plan th ii nt P1 wh cant ibutory

ntal ym nt
ii in th of win in Th fit

pl ri ub nti Ily II dam ti

II wingtabl illutr urfutur minimum mmitm nt und nuni lay fit vid dfar in

II bI as th fiv me ti union mpla thi
pl EmpI of our

nd in th
gr May 009 Far ub idi ri iv ni rag ta th xt nt

prapriat thrau
pl

that re av al tt
ry

My31 rquirmnt

th nd
Th fir P1 pravid fi

upon
010

rvi mp ns with fit stin

01
fi ar fit on mpl nor Ily

01 20
up rvi mbn tian ar vi

013 15
av rag am ur fundin oh ntribut

2014 11 amount annu si th an Fr ral in am
Th 12

pur ing iff nt tuari th nd diff nt

$1 00 um ti
Fr th for finan in th

endi May 010 xp ct ntribut

$10 milE th tir nt in th and im ly

to II op ting unt $40 milli $8 ulli ur pl

in fi 009 million in 200 and milE in

00

ri di ion con th II

wing or th ai nd May

In NnU PIn

In hoiand 200 008 200/ 009 008 200

$14/21 $1 $303 $31
Int at 1190 10

urna plan 12893 II 11 8/ 047
marti ati

Pri vi at 42 40 19

to tu ri Ia gni 265 243 09 80

ur ilm nt/ nt in las
1119 169

$1 $44



ehang nb htobhgati and p1 II th fund tu our pI atMay 31 OO9and 00

foil

Plan Non Plo

filth usind
2009 00 2009 008

fit bli Pa at inning or 183 20 5/1 123

rvi 14721 30 3282

nt stcot 190/ 43

rvi nd nt st dunn nod 100

fit 110 1498 607 493

Parti ip nt ntnbuti 81

qui iti
and plans

64 084

P1 namnmnts 08

tuari in
09 210 20 608 88/

nt urn 88

mum ai
58

Curr xcii ng chang 344 /1

19 639 $1 56 106 3/4 $1

lu pl at qinnin of or $1 38 $1 11 424 43
tu tu non pl no 49/6 12 153 91

mploy ontributi ns 10 23 10 483 027 112

rti nt contribution

Acqui ti

029

ii iid 046 14983 0/2

Pr mium id

un xch rat bang /04 129

$1 126 $1 7884 29 $11 5424

Ii it plan ben fit bliga ion nd 9961 68 80/5 147

9961 80/5 /1

31 6423 $14 40 9/237 $11

Adju tm nt ulting
from th nor or ption No nt pr

lb fair valu th is ii Id by ur pl
ha dined at May 00 inc prcvi rn nt dat May 008

du pnimarilyt th ntsignifi
Ii nih tckm kt.A sub in dourr and dli hilityforth ntind rfund

tu of ou pl
nd xp ion xp fi 20 to in am cal 00 ny unthe lin the lu of ur

nsio plan uldr gum ustofurh rin ourr cdedli bmlutyforth netuid rfund totu ui on Ion nd uld

gui an Ii cc butio oun plan

Amount rogni dinth nolidtdb In Ii nih ycars nd May OOQ nd2008 Ilow

Plam Non P11

In or
009 00 009 200

urr nt et
74 94

uir nt Im iliti 97 104 41 44

Non ur nil abili /9864 915 11901 18

/9961 68 80/ 514/

50



Tb II in amman th ti hip 1w an plan fit obli nd

Li Plan

200 00

Bnft P1 nfjt PIn

In th and Oblig hon Is blig As

Hi pr fit bh hon in of plan 192639 1126 41
with amal fi obli in plan 156421 11 6/8 64 05

Plan wit in
rol

fit bhg lion

ns tb in amulat fit Ii ns 140 44 146

NonUS Ian

009 00

fit Plan fi P1

In th ad bh ation ot li ti

Plo fit Ii lion in of Ian 0052 3//31 110 168
P1 wi Ii amul fit obli ti in

pI 438/8 3/ 08

P1 with in of it bli ti 32 68

P1 wi in umal fit ii lion 79 60 68 96

Tb fall wi nt th tu Ia ior rvic Ic
and

ti /1 bli Ii amul

It in om Ia if tin in rain

Plon NnU PItt

In thou ad 009 00 009 008

nial los
11 4316 20

ast 725 /1 1821

ni in umul oth mpr It iv in at

taif tin it in 016 23 0/ /1 $1

It foil win in lad th ng ni in th am It iv in am

Ian NnU PIn

In thou 2009 2008 00 00

han in pI fit obli ti ni in

Hit mrhaiv in

Prior 08 62

tI in an dunn th 38 7/4 111 6/1

if of chan mount naIad in 063 16
Am ant ni at nodic fit

orti Ii art ilm nt niti nor it 40 141

rh lion ttl nt nition of gain lo 10

all ni in Hi
mpr It iv Io in 780 10 10 6181 48

lii lud urt la in not ni at di ian

II win th ant in amulat th mpr It iv in May 00 th ha not

ri di bat will ni in at on lid nt In da in th in May 31 010

lath ad NonU

naIl 08 41
in vi

In ing It fit
1i lion

ni
di at ili tuari lao ion lIt luati in Ia

ifi inf mtiap tin indivdual In rti pan aba Iry and vi alan withantin amti nib mat

ai at ion ph in lad di ant at tarn plan ad rat mp ation in Ia th

amp minima annual It
ppli

abl In in out rm to tarn

an plan tIt Ca at tall Ii as th par oh II hi aIr tarn

fatar ti urn ri ni



The foflowing weighted average assumpt ens were ed to 3etermi re our arend benefit obligations and net periodic pension cost under the plans

Year End Be reht Obligations

Di co nt rate

Rate of compensaton ncrease

Net Per odli Pension Cost

Discount rate

Expected return on plan assets

Rate of compensation ii crease

Eho following tables illustrate the weightod avcrage actual and target

allocation of plan assets

ash

operty and othc

tual Asset

Allocation

Target Allocation

acof May31 2009 2009 2008

Tots assets 00/ 00 100%

2008 2007

600% 51%
875% 8/5

/9% /3%

89%

68%

39O

participation in
rising

market while allow ng for adequate

piotoctian in falling
market Our Invstment Comrsittee osersees

thc ivestmet allatic0ir process wE inoludes tt ide ton an

evaluation of investment managers the determination of irrvestm snt

ob1ectives and risk gui Thlines and the monitoring
if actual investment

performance In order to manage investment risk prop only
Plan policy

prohibits short
soiling securities lending finaricial futures options

and other speciali ed investments except for certain alternat ye

investments specifically pprovsd by the Investment Committee The

lnvestmnt Committee reviews on quarterly basis is ports of actual

Plan investment porformarice provided Ey independert third paties in

addition to its review of the Plan investment policy or an nnual basis

The investment obirsetivos are similar for our plans outside cf the

subtect to local requlations In general inivesterento for all plans are

managed by private investment managers reporti ig to our lnveotment

ammittee air regular basis

In addition to the defined benefit pension plans discussed above

we also
sponsor employee savings plans under Section 401k sf

the Internal Revenue Code which cover most of ou employees in

the US We rccord expense
for defined contribution plan for ny

employer matching contributions made in canlunctian with services

rendered by empl yecs
Ihe majority of our lans pravi

is for

matching contributions node is conjunction with se rvices is ndered

by onnplsyees Matching contributions are invested in the same

4% manner rhat the
pr tcpunt nvost then awn butro Matchrrj

contributions charged to income were $10 isillior $10 million

and $9 million hr the years ending May31 20n 208 and

200/ respectively

We expect to pay the hlowing iii ated pension benefit payments

in the next five years in milli ns $1 irs 2010 $17.9 in 2011

$19.8 in 2012 $21 in 2013 and $23 in 014 In tIre five years

thereafter 201S 2019 we expect to pay $139 million

We sponsor several unfunaedAoalthcare bnefrt
plorrs

for certuin of our t00d ureplayecs So well as postretrenent life in5urme ertar

key employees Eligibility
for these benefits is based upon various requirements Tfre foils wing

table illustrates the effect on operations
of those

plans for the three year ended May 31 2009

Plans Non Plans

Service cost Benefits earned during this period

Intere cost an the accumulated obligction

Amortization of prior ervice cost

Amortization of unrecognized losses

Net Periodic Postretirement xpense

2008 2007 2008 200/

Plans Non Plans

2008

690 650%

328 3/81

Plans

2009 2008

96 88%

3/6 39/o

NentI Fl sirs

2009 2008 20072009

50

/e
/8

5880 5235

628 638%

9% 3.88%

Equi se unities

fixed iris ems securities

Cash

Other

/0% 68% /0%

25% 21%

so
0050

Intel ae 0r53 100 1000

NonU Plans

tual Asset

Ailocatrors

Target Allocation

asaf May 312009 2009 2008

Equity securities

Exed uses me secunrt es

42 13 465

51 48%

2%

Ihe primacy ob1cctivor
for the invetis ents of tfm Retirement Plan is to

provide for ong rm growth of capital without undue expc to

risk This ob1estive is accompirshed by utilizing tnategy of eq ities

frxd income seeunrtes and cash equivalents in mx thats conducive

NOTE POSTRtflREMENT BENEHTS

In theusunclr 2009

123

522 42

28

38
688

$456 $494 $514

531 468

/25 626

96 96

$106 $1 32 $1190
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Ii thousands
2009

1% kicrease rn trend rate

Accumulated Benetit Obliaatiors

Postrtirensc cr51

1% Decrease ki trend rate

Accumulated Bet efit Of gation

Postretiremerit ost

We expect to pay approximately $1 million ir esti noted

postratiiement beis fits in each of the next five years In thr five
years

tf ereafter 2015 2019 we expect to pay cumulative total of

$5 million

The Medicare Prescription Drug Improvement and Modernization

Act of 00d the Act wa igned iota law on Dwcurbe 2003

The Act provides for prescription drug bench under Medicare Part

and contains subsidy to plan spc nsors who provide actuarially

equivalent pre cription drug plans Our actuary has determined that

the prescription drug benefit provided by our postretire
sient plan is

considered to be actuarially equivalent to the benefits provided und

the Act tar all years
since inception

NOTE CONTtNGENcJES AND LOSS RESERVES

In cordonee with the provision
of FASB Staff Posit on fSP hAS 1062

Accounting and Disclosure Requirements Related ti the Medicare

Pres
ription Drug Improvement and Modernization Act of 003

we have included thr impact of our portion of the subsidy in the

determination of accumulated postretirement benefit obligation for the

nonrpension postretirement
benefit plan for the period ended

May 31 2009 2008 The impact
of the ubsiy reulei in

reduction in our benefit obligation of approxinrately $1 million and

$1 million at May 31 2009 arid 2008 respectively ard

$02 million and $0 million decrease in net periodic co far the yeais

ended May 31 2009 md 2008 respectively For the is al years ended

May 31 2009 and 2008 we received reimbursements from Medicare

related to this law amounting to approximately $100 000 each year

Accrusd loss rn ervos and asbestos mlated liabilities cc nsist of the fc llowrng

May

In housands

crued product liability reserves

Ae rued warranty reserves

Accrued environmerrtal reserves

Accrued loss reserves concurrent

AsbestosreIated IiabiIiti noncurrent

ertain of our wholly owned ubsidiaries principally Bondex

Internaticnal Inc collectively refer rd to ss the subsidiar es are

defendants in various asbestos related bodily inury law uirs filed is

vcrious state courts with the vast mmo ity
of current claims pending in

six states Txas Florida Mis issippr Maryland Illinois and Ohio

Ifrese asos generally seek unsp
cified damages for asbestos related

drsea es based on alleged exposures to be ton contain nq products

previously manufactuied by our subsiararies or others

As of May 31 2009 our subsidiaries had total of 10 113 activ

asbestos ase compa ed to total of 11202 cases as of May 31

2008 For th fourth quarter ended May 2009 our subsidia ies

secured dsrmrissals nd/or settleme rt of /5 cases compared to

total of 664 case dismissed and/a ettled for the quarter ended

May 31 2008 For the year ended May 31 2009 ocrr subsidiaries

secured dismissals and/oi senlements of 004 cases compared to

total of 1546 cases dismis and/or settled for the year ended

May 31 2008

5455

13973

494145

Of the 3004 cases that were dismissed during tfe yeai
mnrded

May 31 2009 420 were non malignancies or unknoss ri
disease

cases that had been maintc med on sn inactive docket in Ohio and

were administratively dismissrd by the Cuyahoga County ourt of

Common Pleas during our second fiscal quarter
ended November 30

2008 These claim were dismissed without preludice and may be

mfiled should the claimants involved be able to demonstrate di ease in

accordance with medical criteria laws established in the State of Ohio

fc th fourth quartr ended May 2009 our subsidiaries made

total payments
of $1/ million relating to asbesos case which

included defense related payments paid during the quartcr of

$6 nimillron mpared to total payments
of $15 million relating

to asbestos ca us during the quarter
ended May 31 2008 wfiich

includs defense related payments paid during the quarter of

million For the year
ended May 31 2009 our suLsidiarie

made total payments of $694 million relating
to aubestc caxs

which included defenseeelated payments paid during the year of

$26 million compared to total payments
of $B26 mill on relating to

bectos roses during the year
ended May 31 2008 which included

defenseoelated payments paid during the year
of $39 million

Increasing or decreasing cuirent healthcar cost trend rates by would affect our accumulated postretrnement benefit obligation and net

postretirement expense by the follow ng amounts for the years
ended May 2009 and 2008

US flanrs
NcnUS Plans

2008 2008

488 540

35 46

432 477
40

1430 2901

Ida 3i1

1138 1902

260 149

2009 2008

51453

18 99

694/

56500

8055

7426

Accrued loss rese ye current
/7393 /1 981

Asbestoseelated liabilitie current
6500 65000

Total Reserves Current
$142 393 $136981

Accrued product liability reserves sncurrent
706/ 18

Ac rue environmental reserves oneurrent
846

1091

Total Reserves Noncurrent
$436 241 $508118

e25 a28
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mesothelioma incidonces result in omps nsable claims agamst us

Fe average cost of disposing of each sucf new clairr the dismissal

rates each ar and the rd sted annual defense costs furthermc re

prcdictions
with respect to these vanahlrs are sublect to greater

uriccrtainty as the protection pe iod lengthens signihcont upward

or downward trend in he number of laims filed depondmg on the

nature of the alleged injury the junsdiction
whore bled1 the average

cas of iesc1l5ui eaLh suO cloim and the quHt of ch0 vediit

dc ntif cation could change our tin ated liability as could any

substantial adverse verdict at trial federal legislative solution

further tat tort reform or structured settlement transaction could also

change the estimated liability

Sub1ect to the foregoing vanables and based on currently available

data we beheve that our urient asbestos hability is ufhcrent to cover

asbestos related expenses for our known pending and unasserted

poter tial future asbestos related claims through 2028 However given

the uncerta nties associated with prajccting matters nto the future

and nurnerc us other factors outside of cur control we beheve that

it is reasonably ssible we may incur additional matenal asbestos

liabilities in penods before 2028 Due to the uncertainty
rherent in

th process
undertaken to estimate our losses we are unablc at the

present
time to estimate an additional range of loss in excess of ow

cx sting
accruals While it is reasonably possible that uch exce

liabilities could matnal to operating results in any given quarter or

yea we do not believe that it is reasonably possible that such cxc es

liabilities would have material adverse of fcc .t on our long term iesults

perations liquidity
or consolidated financial position

During fiscal 2004 certain of ou subsidiariel third party insurers

clamcd cxhocston of overag On Inly 2003 ertain of

our subsidiaries filed the case of Bandx nternatian sl lnc ot

lartford Accident and Indemnity Company eta Case No

03 cvl 322 in the United States District Court for the Northern

District of Ohio for declaratory 1udgni nt breach of contrc ct and

bad faith again
these third party insurers cfiallenging their assertion

that their policies cverirq
asbestos related claims have been

sxhausted The coveraqo litigation
involves among other matters

insui once coverage for Jaims arising out of alleged exposure
to

asbestos contai ng prod cts manufatured by the previous owner of

the Bondex tradenanie before March 1946 On March 1966

Republic Pow ered Metals Inc as it was known then puichased

the assets and assumed the liabilities of he previou owner of the

Bondex tradnamc FFat pievious owner subsequently
dissolved an

was never subs diaiy of Republic
Powdered Metals Bonde RPM

Inc or the Company Because of the earlier assumption
cf liabilities

however Bondex has historically relporided and mist sntinue to

respond to lawsuits alleging exposure
to thcse asbs as caiiraining

products We discoveied that tho defendant insurance cosipanies in

the coverage litigation
had wrongfully ed cases alleging exposu to

these pro 1966 pr
ducts to eiodc their aggregate

limit if conduct

apparently known by the insurance industry based on di ccvery

conducted to date was in breach of the insurers policy Ic nguage

two of the defendant insurers hovc filed counterclai ns seeking

recoup
certain marie should the plaintiffs prevail on their Ia ms

During tf second fiscal quarter
ended November 30 2005

plaintiffs
and one the defendant insurers reached settl ment of

$15 million the terms of which anhdential by agr ement of

the porte The settling
defendant was dismissed from thi case

In 2001 plaintiff
had filed motions for partial summa 1udgment

against
the defendants and defendants had filed motions far

summary judgmn ogi st laintiffs ln addition
plai

itiffs ad filed

matior to dismiss tfe counterrlairs fifed by one of tEe delendants

On December 2008 tEe ccurt decided the pending motions for

ummary udgmc nt and dismissal Ilse cauit denied the plaintiffs

motions for partal summary judq isent and granted the defendants

motions for sumnary udgment agair st plaintiffs on narr ground

The couit also granted the plaintiffs
motion to dismiss or deft cdants

amended counterclaim In
light

its summaiy 1udgm nt rulings
the

count entered 1udgment as matter of law on all Imuinir claims and

counteiclaims including the counterclaim filed by another defen lant

and dismissed the action The ccuct also dismissed certain remaining

motions as moot Plaintiffs have filod notice of appeal to the United

States Sixth Circuit Court of Appeal and will con ii uc to iggressively

pursue their claims on appeal At pr sent the appellate ccurt has not

yet entered scheduling order in connection with the app sal

We ore unable at the present time to predict the
icing

or ultimate

outcome of this insurance covcra3e litigaticn
or cethei thcre will

be any further settlements Consequently we are unc.bN to predict

wh thei or to what extent any
add tianal cnsuroncc rrioy

be available

to covw poition of our subsidi srie asbestos liabilitie We have

not included any potenticl
benef ts from this

litigation
in calculating

our current asbestos liability
Our wholly owned captive insurance

caiiipuuics
riot eroedd ary insjrance cr rnincicrnn ovcrage

far any of our ubsidianie asbestos related claim

The following table illustrates the mow inent of current and long term asbestavrelated liabiliti thiaugh May 31 2809

Asbestos Lkthdity Movement Current and LongTerm

Balance at

In rfou rd Beginning of Period

As of May 31 2009 ryvit one our wholly owned subsidiaries

was defe ida it or co defendart ii various single family residential

cxtcric insulation and finish systems LIES cases the maarity of

which are pendirg thc sauthrastern region
of the country Dryv

is also defendiiig Elf lawsuits inv$ving oinmerc al structurr

tcwslcauses aid condominiums The vast majority of Dryvit stIES

law uits seek monetary relief far watcr intrusion related property

damagn although some claim in certain lawsuits allege personal

inluries
fioin exasuie tc mold

Bc lance at

Deductons En of Period

Dryvct so defendant in class action lawsuit filed on November 14

2000 in Jefferson Cou
ity

Tennessee styled Bobby IT scy et

Dryvit Systems In formerly tyled Wiiam Hurnpsrey eta

Dnyvit Systems rcCase No 1/715 IV Pc se/I which wa

fcnally
certified by court sider on September 15 2005 lie dcadlinc

for filing claims in the Posry class action ex red arc Jun 2004

and claims have been piacessd dunng the enden the ancaus

appeals As of June 30 2009 itol of 1105 laims have been

paid for total of approximately $14 million Althoc gli
additional

payments have and will continue to be made undei the terms of thc

Additions to

Asbestos Charge

Year Ended May 3L 2009 $559 745

YecrhndedMay3l 2008 354268 $288100

Seai Ended is4ay3i 200 421 85

cIsc tic cm include payments for defense re ated casts ai ai unts paid tc ettlc claims

$69 41/

82623

6/017

$490

519 /45

354268
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Net Soles

Gross Profit

Net Income Loss

Basic Earnings Loss Per Share

DiJuted Earnings Loss Per Share

Dividends Share

Quarteiv iock PrR nid Dr idend ttIorniatwn

Shares of our common stock are traded on the New York Stock Exchange under the symbol RPM he high and low ales
prics for the shares

of common stock and the cash dividends paid on the common stock for each quarter of the two most recent hsal
years ore sot forth in the

table below

Range of Sates Prices and Dividends Paid

Dividends paid Dividends paid
Fiscal 2009

High Low per share Fiscal 2008 High Low
per share

First Quarter 25.19 $19 31 190 first Quarter 25 /4 20 19 0.1

Second Quarter 2200 $1005 200 Se ond Quarter 2444 1/25 0190
Third Quarter 1432 $1058 0200 Third Quarter 2250 1877 190

Fourth Quarter 15 70 909 200 Fourth Quarter 24 74 1930 190

Source Now York Stock Exchange

Cash dividends are payable quarterly upon authorization of the Board of Directors Regular payment dates are approximately the last day of

July Qctober January and April

The number of holders of record of our common stock as of July 17 2009 was approximately 29/94 in addition to 53 848 beneficial holders



nageul Ili 101 on liii ol na Con ol 0v Finat icia Repoi ing

The management of RPM lnternatonal Inc is responsible for estobhshirg and maintaining adequate internal contrc over hnancial reporting for

the Company as such term is defined in Ruk do 15f under the Socurities Pxchange Act of 1934 RPM internal control system was designed

to provde reasonabtc assurance regarding the
reliability

of finan ial roporrinq and rhe prepararion of rhe Consolidared Firran Statements

Because cf its inhercrt limitations internal control over financial roporting may not prevent or detect misstatcments and even when determined

to be effective can cnly provide reasonable assurance with respect to financial statement preparation and presentation Also protections of any

evaluation of effectiveness to future periods are sub1ect to the risk that controls may be inadequate because of changes in conditions or that the

degrec of complia ice with the policies or procedures may deteriorate

Management assessed the effectiveness of RPMs internal control over financial reportirg as of May 31 2009 In making this assessment

management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control Integrated

Framework Based on this aswssment management concluded that as of May 2009 RPMs internal control ov financial
reportinrg

is effectve

The independent registered public accounting firm Ernst Young LIP has also audited tho Companys iriteinal control over financal report ng as

of May 31 2009 and their report thereon is included on page o2 of this report

Frank Sullivan Kelly Tompkins

Chairman and Chief Executive Ofhcer Executive Vice President Admini tration and Chief nanc ia/ Ofhcor

icily 24 2009
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TO THE BOARD OF DIRECTORS AND STOCKHOLDERS

We hove oudited the accompanying consolidated bolonce sheets of RPM Eternotionol Inc and Sabsidiones RPM or the Compony as of

May31 2009 and 2008 and the related consolidated statements of income stockholders eqwty and cash flows for eoch of the three yeo
in the period ended May 2009 Those financial statements ore the responsibility of the Componys monogement Our responsibility is to

express an opinon on these financial statements based on ow audits

We conducted our audits in ac ordonce with the standards of the Pi blic ompany Accounting Oversight Board United States Th 50

standards require thot we plan and peiform the audit to obtain reosonable assuronce obout whethei the financial statements ore free of material

misstatement An oudit includes exomining on test bosis evidenco supporting the omounts and disclosures in the finonciol statements An oudit

olso includes
assessing the

rsccruinting prinriples used and signifint estimates made b1 management as wdl as evoIuatin ho avcroll finaiciol

statement presentation We believe thot our audits provide reasonable basis for our opilion

In our opinion the consolidated financial statements referred to above present fairly in all material respe ts the consolidated financial position

of RPM at May 2009 and 2008 and the consc lidoted iesults of its operations and its ash flows for each of tfie three years in period

ended May 31 2009 in conformity with generally accepted accounting principles

As discussed in Note to the Consolidated Financial Statements effective on May 2007 and June 2007 the Compar adopted the

iecognition and measuremcnt dote provisions iespectively of SPAS No 158 Employers Accounting for Defined Benefit Pension and Other

Pc st Retirement Plans on amendment to hAS 8/ 88 Oó and 132R

We also hove audited accordance with the standards of the Public Comoony Accounting Oversight Board United States the effectiveness

of RPM intcrnal control over financial reporting as of Msy 31 2009 hosed on criteria strblished in Internal ConfroL lnterated Framessib

issur by the Comm ttee of Sponsoring Organizatior of the Ireadway Commission and our report dated
July 24 2009 exprossed an

unqualified opinion thereon

A4tt LLP

Cleveland Ohio

July
24 2009

61
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TO THE BOARD OF DIRECTORS AND STOCKHOLDERS

We have audited RPM International nc and Subsidiaries RPM or the Company inter nal control over financial reporting as of May 31

2009 based on cnteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of the

Treadway Commission the 030 criterio RPMs monagement is responsible foi mointaining effective internal control over financiol repoiting

and for its assessment of the effectiveness of interr ol control over financiol reporting included in the accomponying Monagement Report on

Internal Control Over noncal Reporting Our responsibility is to expr ss on opinion on the effectiveness of the Componys inter ral control over

financiol reporting hosed on our audit

We conducted ow oudit in accordance with the standards of the Public Company Accounting Oversight Board United States those stondards

requie thor we plan nd prfom the audit to obtain reosoroble assurance about whether effective internal control over financial reporting

was maintained in all material respects Our audit included obtaining an understanding of internal control over financial reporting evaluating

managements assessment testing
and evaluating the design and pocating effectiveness of internal control and performing such other

procedures as we considered necessary in the circumstances We believe that our audit provides reasonable basis for oui opinion

companys internal control over financial reporting is process designed to provide reasonable assurance regarding the reliability of financial

reporting id the preparation
of financial statements fcsr external

purposes in accordance with geneially accepted accounting principles

companys internal control over financial reporting includes those policies and procedures that pertain to the maintenance of records that in

reasonable detail accurately and fairly reflect the transactions and dispositions of the assets of the company provide reasonable assurance

that transactions ore recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting

principles and that rcceipts and expenditures of the company are being made only in accordance with authorizations of manogsment and

directors of the company and 31 provide reasonable assurance regarding prevention or timely detection of unauthorized arquisition use oi

disposition of the conpaiiys assets that could have material effect on the financial statements

Because of its inherent limitations internal control over financial reportng may not prevent or detect misstatements Also proections of any

evaluation of effectiveness to futuie periods are subject to the sk that controls may becoie inadequate because of changes in conditions or that

the degr of compliance with the policies or procedures may deteriorate

In our opinion
RPM maintained in jll material respects effective inter iol control over financial reporting as of May 31 2009 based the

COSO criteria

We also have audited in accordance with the standards of the Public Company Accounting Oversiqht Board United States the consolidated

balance sheet of RPM as of May 31 2009 and 2008 and the related consolidated statements of income stockholders equity
and cash flows for

ea of the three years in the period ended May 31 2009 and our repr rt dated July 24 2009 expressed an unqualified opinia thereon

Cleveland Ohio

July
24 2009
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1ronk Sullivan Ronald Rice kelly Tompkins
Chairman nd President nd Executive Vc Presda
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Che Financial Qffcer

Paul Hoogenboom Stephen lcneop Lonny DiRusso
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Russell Gordon Jcineon Kastne John Kramer
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andeH McShepard Edward Moore Matthew Ratajtzcdc
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Borty Shfstem Keith Smdey Thomas Sullivan Jr

Vice President Vice Preedent Vce President
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