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Disclaimer

» The information in this presentation is for educational purposes only and is
not intended to be a recommendation to purchase or sell any of the stocks,
mutual funds, or other securities that may be referenced. The securities of
companies referenced or featured in the seminar materials are for
illustrative purposes only and are not to be considered endorsed or
recommended for purchase or sale by BetterInvesting™ National
Association of Investors Corporation (“Bl”). The views expressed are those
of the instructors, commentators, guests and participants, as the case may
be, and do not necessarily represent those of Betterinvesting™. Investors
should conduct their own review and analysis of any company of interest
before making an investment decision.

» Securities discussed may be held by the instructors in their own personal
portfolios or in those of their clients. Bl presenters and volunteers are held
to a strict code of conduct that precludes benefiting financially from
educational presentations or public activities via any Betterlnvesting
programs, events and/or educational sessions in which they participate.
Any violation is strictly prohibited and should be reported to the CEO of
BetterInvesting or the Director of Chapter Relations.
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Disclaimer

» This presentation may contain images of websites and
products or services not endorsed by BetterInvesting.
The presenter is not endorsing or promoting the use of
these websites, products or services.

» This presentation uses older examples prepared using
various software. Older examples are used in order to
prevent the examples from being used for current
investment decisions without proper updating and

/ study. The instructors makes no representation that
the software used for the examples is still being used
for their own stock studies.

» This session is being recorded for future use.
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Objectives

»= Review the relationship between the Income
Statement, Preferred Procedure, and the Stock
Selection Guide (SSG)

» Understand the relationships on the SSG
and what you need to research

= Case Study applying what we
learned

4
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Preferred Procedure

Preferred Procedure Is also known as:
“The Business Model”

It Is based on a
“SIMPLIFIED” Income Statement.

5
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The Income Statement

Provides information on:

= How a company performed, where it is
heading, and what future cash flow or
profitability might be.

= Ability of managers to make Sales, control
expenses, and thereby earn a profit.

= Growth trends In Sales and Net Income
which are particularly important to watch.
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Green Mountain Coffee Roasters, Inc.

Consolidated Statements of Operations
(Dollars in thousands except per share data)

Fifty-two weeks ended  Fifty-two weeks ended  Fifty-two weeks ended

September 24, September 25, September 26,
2011 2010 209
Netsales ........oiiiiiiiiiiiiiieieiieinniinnennnn... .o . . . . $ 2,650,899 $ 1.356,775 3 786,135
Cost OFSAIEE i s s S G RS R Be eete s siee o ive. 1,746,274 931,017 540,744

Grossprofit . . ....oiiiiii e 904,625 425758 245,391
Selling and operatingexpenses ................... 348,696 186,418 121,350
General and administrative expenses .............. A - - . - - 187,016 100,568 47,655

Patent litigation settlement

................................. — — (17,000)
COPETAtinE THCOEE o o e o/os 6/ s o a'a so's o a/a SR W lae slal s aln s on 368913 138,772 93,386
Oher INCome (EXPENNE). TEE - v cvicmmimin mm s o8 8 878 ¢ s 0 s wos s s mamssseannssess 648 85 (662)
Loss:on financial INStruments; ML a5 38 sine sieis sas sies o os s sinesisssnesssns (6,245) (354) —
Eorson Torel BRICHITERCNIIEY .o ccammasmms 506 6o a0 S 4o Sese e oe e (2.912) — —
INEETESEERPEIIEE, | 00 i s o wmmoninnin acpn e ¥ 5000 #/a0s 4's % 5758 464 » % Sl < =0 573 (57,657) (5,294) (4,693)
Income before INCOME taXES v v vv e iecen e neeeeneeannnn N 302,747 133,209 88,031
THEBME LR ERPERE .o pommmmmsmsm e v o soe soce sl N . ... ... .. (101,699) (53,703) (33,592)
NetIncome: uaswws s es et yEeii e sniasnivisissns - (NS . . . . ... . $ 201,048 $ 79.506 kS 54,439
Net income attributable to noncontrolling interests ....... ... ... .. . ... ..o, 1,547 — —
Net income attributable to GMCR . ... ................. $ 199,501 $ 79,506 S 54,439
Basic income per share:
Basic weighted average shares outstanding .............. 146,214,860 131,529,412 113,979,588
Net income per common share—basic ................. $ 1.36 $ 0.60 S 0.48
Diluted income per share: .
Diluted weighted average shares outstanding ......... i A 152,142,434 137,834,123 120,370,659
Net income per common share—diluted ........... .. ... ... =T . ol $ 1.31 $ 0.58 $ 0.45

The accompanying Notes to Consolidated Financial Slalcmenlre an integral part of these financial statements.
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Consolidated Statements of Operations

Fifty-two weeks ended
September 24,

2011

NELSAIES « v v v vt e e e et e ee e eae e, $ 2.650.809 <@ 1
Costofsales ...t ieenne e 1,746,274

Giross profit - .o s cseararis ces s, 904,625
Selling and operating expenses ............. 348,696
General and administrative expenses .. ...... .. 187,016
Patent litigation settlement .. ... ........00.n

Operating income . ............. ... ... 368,913
Other income (expense),net . . .............. 648
Loss on financial instruments, net ........... (6,245)
Loss on foreign currency, net ............... (2,912)

HRISTEst EXPROBE. wownwm svsmm s b amm s, (57.65T)
Income before income taxes . .....ov.u.. 302,747 9

INeone L EXPETINE e smmes: s a ras TS, (101,699 e
Net Income b 201,048

Net income attributable to noncontrolling intere:, 1,547

Net income attributable to Co ....... $ 199,501 < 5
Basic income per share:

Basic weighted average shares outstanding 146,214,860

Net income per common share—basic . . . .. b3 1.36

Net income per common share—diluted . ., 1.314

9

Diluted income per share:
Diluted weighted average shares outstandir, 152,142,434
$ @
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The Simplified Income
Statement

Net Sales
- EXpenses

1
2
3 Earnings Before Provision for Income Taxes
4 - Taxes

5  Net Earnings
6 <+ Diluted Weighted Average Common Shares

7 Diluted Earnings Per Share (EPS)
10

10
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The Simplified Income

Statement
-PLUS

M_Sales (1)

Minus Expenses (2)

= Pre-tax
Profits (3)

Mlnus taxes (4)
= Net Income (5)
D|V|ded by shrs.(6)
= EPS (7)
Note: Earlier versions of Toolkit
d|d not show Net Income (5)

06 07

11
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Why Use Preferred Procedure?

= Often EPS iIs not as well behaved as Sales

= EPS Is affected by:
— Sales
— Profit Margins,
— Tax Rates, and
— Shares Outstanding

12

12
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13
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Gross profit - oo cusnesvas s cuea.
Selling and operating expenses
General and administrative expenses .. ...... .
Patent litigation settlement .................

Operating income .. ........o.iuannnnn,
Other income (expense),net.........covuvunn,
Loss on financial instruments, net ...........
Loss on foreign currency. net . ............0,
THETERE EXPEIIRG. oo s s i i a1 m e

Income before income taxes . ...........
Income tax expense

Netlncome ......oovivviniiinnnnnnnn
Net income attributable to noncontrolling intere:,

Net income attributable to GMCR .. .....

Basic income per share:
Basic weighted average shares outstanding
Net income per common share—basic . . . .,

Diluted income per share:
Diluted weighted average shares outstandir,
Net income per common share—diluted . ..

Avi Horwitz

Fiftyv-two weeks ended
September 24,
2011

12650899 D~
¥ 9 5
904,625
348,696
187.016

368,913

648
(6,245)
(2.912)
(57.657)

302,747
(101,699)

$ 201,048
1,547

$ 199,501

146,214,860
$ 1.36

152,142,434
$ 1.31

14
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Fifty-two weeks ended

Sl_"pti_‘n]herzq_ FESREERRRERRRERERRERERERRERRRRRRRERRRRERE]
2011 &
BEIRBIT . . oo oo Mo P R R R $ 2,650,899 : 1st Step down the

Costof sales .. ....oooonee e 1746274 ) Income Statement
@ _____________________________ T 004625
o T348606 5,

Selling and operating expenses .....................
General and administrative expenses .................

Patent litigation settlement

*
‘0

.

187,016

.
.
*
.

*

Operating income . ..... _‘ 368,913 -
Other income (expense), net . . GrOSS PrOflt 648 COSt Of
Loss on financial instruments, et~ o (6,245)
Loss on foreigncurrency, net . .....oooviviiiin . (2,912) Sales
TETERE EXPICIIRG. wouow i o m w8810 i (37,657)
Income before INCOME 1AXES . . . . oo v i ianennenn 302,747
Income A eXPeRSe: . iy faiies 4 il LA a2 (101,699)
NetIncome ........oiiiniimmnniiiinnnnnannn. $ 201,048
Net income attributable to noncontrolling interests ... ... 1,547
Net income attributable tioGMCR ... ............ $ 199,501
Basic income per share:
Basic weighted average shares outstanding ........ 146,214,860
Net income per common share—basic ............ $ 1.36
Diluted income per share:
Diluted weighted average shares outstanding ... ... 152,142,434
Net income per common share—diluted . ... ...... $ 1.31

15

15
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Fifty-two weeks ended

Sl.‘]]ti.'n]h{‘l’z-‘. :lllllllIIlIIllllllllllllllllllllllllllll:

— : Next step down the

RIS . o i T AR AT BT R s : $ 2,650,899 - .
COSLOFSAIES v vv et e e e e e ieeeenen . 1746274  : |ncome Statement

G088 PEOBIE - comsmnis s iy o S S R R S :
Selling and operating expenses . ............co0ou... :
General and administrative expenses ................ :

Patent litigation settlement . . . .ovnevvvenimmmineana- . A
......................... |
Other income (ex . auet®” - K
Loss on financial Operatlng Income (6,245) '\
Loss on foreign ¢ (2.912) *
Interest expense (57.657) Expenses to Operate
Income before income taxes ........covviuennnn . 302,747 h b .
INCOME tAE: CXPENSC: s i mmdian o aris fabiasmies & . (101,699) t € DUSINesSS —
Net INCOME ...\ ovtee e e e e aeane s . $ 201,048 Operating Expenses_
Net income attributable to noncontrolling interests . . . . .| 1,547
Net income attributable to GMCR .............. : $ 199,501
Basic income per share:
Basic weighted average shares outstanding .. ... .. . 146,214,860
Net income per common share—basic . .......... : $ 1.36

Diluted income per share:
Diluted weighted average shares outstanding .. ... . 152,142,434
Net income per common share—diluted .. ....... : $ 1.31

16
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It’'s Simple

Net Sales
- Cost of Sales
= Gross Profit

- Selling Expenses
- General and Administrative EXp.
Operating Income

17

17
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The Non-Operating Section

* This section frequently consists primarily of
Interest (or Other) Income and Interest Expense.

* Interest and investment income is earned and
reported when a company invests in
certificates of deposits, treasury bills or notes,
or the stocks and bonds of other companies.

* |nterest Expense is a payment that the
company makes for the use of another
company’s money (for example: notes,
mortgages, and bonds).

18

18

October 26, 2020



Stock Investing Made Easy

Stock Investing Made Easy
CH-CH-CH CHANGES - PREFERRED PROCEDURE SIMPLIFIED: A CASE STUDY
Avi Horwitz

Fifty-two weeks ended

Svptt;rll;:ller 24, . .
- : Next step down the :
NEt SAlES .« o oot e e e $ 2,650,899 - p .
CoStOF SAIES ..\ o oottt 1746274 : |ncome Statement :
Grossprofil ................................. 904,625 EEEEEEEEEE S EESEEEEEESEEEEEEEEESSEEEEEEEEEESR
Selling and operating expenses ..................... 348,696
General and administrative expenses ................. 187,016
Patent litigation settlement .. ...........coiinmoann..
Operating inCome . .......ciuoininannneanns 368,913
Other income (expense), Met . ... ovvinvvniinnennnas 648
Loss on financial instruments, net ................... (6,245)
Losson foreign currency, pet coccvinsisosuivac s (2,912)
ICRLCRTEINE. v ommecmsim bt e s R AR e (57,657

ncome before income taxes

Incorne TaK-ERTRIINE L. uw i oo b o s o b aswiie & ‘.‘""‘ (101,699) )R

Net Income . i A8 201,048 .
Net income attribu ReSUltS In u““ ..... 1,547 NOﬂ-Operatlng |temS
Net income a Income before ..... $ 199,501 (May be Income or
Basic income per) [NCOME (AXES. expense items).

Basic weighy ... 146,214,860

Netincomep  |..... $ 1.36
Diluted income per share:

Diluted weighted average shares outstanding . ... .. 152,142,434

Net income per common share—diluted . ... ...... $ 1.31

19

19
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Fifty-two weeks ended
September 24,

2011
BEERAIES: ... oooivnvniinn i v s g e e g $_2.650.899
CoStOf SAlES . ...ttt e I ,746,274\
G oIl . oo a v s ina e s e R e A 904,625
Selling and operating expenses . ................o.... 348,696
General and administrative expenses ................. 187,016
Patent litigation settlement .. ....................... —
Operating income . ..........civuniiinnnnnnnnns 368,913
Other income (expense), net . .........covvuiinnnnnn. 648
Loss on financial instruments, net ................... (6,245)
W Losson foreign camency, Bet . .. .. ccsuscmncsasnmnsas (2,912)
e P e PP e T T S D D e (57.657
Income before INCOME 1AXES . . . . oo v i ianennenn 302,747 ]
Income A eXPeRSe: . iy faiies 4 il LA a2 (101,699) =
NetIncome ........oiiiniimmnniiiinnnnnannn. $ 201,048 .
Net income attributable to noncontrolling interests ... ... 1,547 1
Net income attributable tioGMCR ... ............ $ 199,501 E
Basic income per share: E.
Basic weighted average shares outstanding ........ 146,214,860
Net income per common share—basic ............ $ 1.36
Diluted income per share:
Diluted weighted average shares outstanding ... ... 152,142,434
Net income per common share—diluted . ... ...... $ 1.31

20

We are going to call
this entire section
“Expenses”

20
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Fifty-two weeks ended

What is the

] d
September 24, . .
2011 E . ) E
NEtSALES « -« v oo e e e e e e e $ 2,650,899 ; second line” :
Costofsales . ...t et e eee e 1,746,274
e 904,625
Selling and operating expenses ..................... 348,696 CrowthAnalysis o
General and administrative expenses ................. 187,016 FECENTRUARTERCYFISURES e
Patent litigation settlement . . .. .oooiovvuwimmmains s = I e »
Coerating ineemmes . oimimasiiiimsuive i 368,913 || vear ago cuareer o750 0.0z / [
Other income (EXPense), BEE .« oc v ch e o ss sinmin s ssis on 64 1| Ferceniame change L SR 7 Lz D
Loss on financial instruments, net ...........o0vn... (6,245)1 ’,¢": ( Z
Loss on foreigncurrency, net . .....oooviviiiin . (2.912) PBtag = - -
Interest e3 . (57.657) Lot ] j/ / ’
< Income before income taxes | Pre_tax Proﬁt /\ 302,747 = —7 {/I 1 w_/@f’
Income tax expense .......... (101,699 _@4/@/ 4 / //
Nt INCOME - . e e eeeeee e eeeeeeeaneeees $ 201,048 m@y/@_f /o/ j//‘*
Net income attributable to noncontrolling interests ... ... 1,547 p— L /
Net income attributable toGMCR ............... $ 199,501 o Jg ]
Basic income per share: ;”r?df’ | :)-__m/ .s [
Basic weighted average shares outstanding ........ 146,214,860 L T
Net income per common share—basic ............ $ 1.36 —
/ / _,»—"/
Diluted income per share: T L
Diluted weighted average shares outstanding . . . ... 152,142,434 _% ]

Net income per common share—diluted . ... ...... $ .31

21

2003 2004

T
2005 2006 2007 2008 2008 2010 201 2012
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What is Happening?

Growth Analysis

The distance between the Sales line " R

and the Pre-tax PrOfit |ine iS E Latest Quarter l?{r\i}si PEF:SEH::E h@)"—‘_E
changing. What might be the cause?| == — "= — . /};

Metsales ........... T T / /

Costofsales ........ """ =eund ]
LT = 199.B
GrOS,\'pr()ﬁl ............... . bk ELLEF YT
Selling and operating expenses ... | . ( 1
General and administrative expensesfll . | /w

SIS 7 {
Patent litigation settlement . . ... .. 7 (e

-,

.31

Operating income ..........
Other income (expense), net . ... ..
Loss on financial instruments, net .
Loss on foreign currency, net .. . . .
Interestexpense . .............

=
/]

Income before income taxes . .'.'.'.',"""""""">

One or more of the items — T e
in the box is changing! N
L

f’_/ ———
I
/?f,ﬁ |
T
2 2 002 2003 2004 2005 2006 2007 2008 2009 2010 2011 202

I 1 //f’_/, L 4
Expenses ! e

22
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Let’'s Look a Little Closer

2009 2010

23

20111

% A

From 2010 to 2011
Sales and Pre-tax
Profit moved
closer!

The space between
the lines —
Expenses

— got smaller

23
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Questions?

24
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Fifty-two weeks ended
Se]]'emher% LE R RN RN RRERNSNSERERRERESRNRERERESESRSESRSESSESSSNS}E}]
2011 : E
NEL SALES v v e e e e e e e e $ 2,650,899 E N eXt Step down the E
Costof sales . ... e e e 15746‘274 E | ncome Statement E
Gmssprﬂﬁt --------------------------------- 9{].4‘625 :IIIIIllllllllllllllllllllllll-II-II-III.:
Selling and operating expenses ..................... 348,696
General and administrative expenses ................. 187,016
Patent litigation settlement .. ......... ..o
Ooeratine ncoms: s T s 368,913
Other income {expense); 8ot oo vvi s vaspep s s . 648
Loss on financial instruments, net ................... (6,245)
Loss on foreign curreney, net .o sisusniiiid s (2,912) I ncome t axes
TSIt ERTIONEE o monsimmissmrs s e W R TS (57,657) -
Income before income taxes . ...............0... 302,747 ‘,""‘
INCOIE 18X ERPBIEE. sy b s Bt & S S e e [ (101,699)T
................................ $ 201,048
Net income attributable to noncontrolling interests ... ... ‘,"’ 1,547
Net income attributable o GMCR .............. ~ 8 199,501
Basic income per share: | Ragy |tS |n
Basic weighted aver . 146,214,860
Net income per com| Net |nC0me L $ 1.36
Diluted income per share
Diluted weighted ave . 152,142,434
Net income per common share—diluted . ...... ... $ 1.31

25
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Fifty-two weeks ended
September 24,
2011
FIEEREIEE. . oo ninoms wim sim b o S SR B R $ 2,650,899
Costofsales ..........0iiiiiiiiiiiiiiiiinnnn,. 1,746,274 |GrowhAnalysis
) - RECENTGQUARI%ERLYFIéUR’,ES !
Gross Peolit - oo s cusmanpot s e R SR R S 904,625 | s i’é%:s]!ﬂf%
Selling and operating expenses ..........c.c.ovnennn.. 348,696 | st _rama v.se Joi——
General and administrative expenses . ................ 187,016 [ vearaeo qwarter == — Vi
p_— . Percentage Change _ 101.4% ~ _3,200.0% é{ }p 3027
PrtcAt IiEgation Betle et . . . conmenmsmmmmosmaa s i iV
i 3 I L1
Operating inCOME . . ... .viciieeianananseera- 368,913 -4 (™
Other income (expense), met . ... c.oiviiiennnneann .. 648 //
Loss on financial instruments, net . .................. (6,245 s . f
= i Y]
Loss on foreign currency, net . ........... ... (2,912 T L T A
HDETESE BRPEIIE oo mrs s b oS BT SR (57,657 ISV@/"’ A '//
. s :{ e
Income before income taxes ...............0n... 302,747 3 s y/ﬁi /W
i A \ |
INCOMG TRE ERPENE. s i s st i R A R e - 101,699 W /}r/
@ ............................. 201,04 . G
Net income attributable to noncontrolling interests . 1,547 =] j/ /I s -
. . A R = ¢ vy
Net income attributable to GMCR ............... $ 199501 [L 2
Basic income per share: T [ T
Basic weighted average shares outstanding .. ... ... 146,214,860 e
Net income per common share—basic ............ $ 1.36 7%5—:,%/
Diluted income per share:
Diluted weighted average shares outstanding ... ... 152,142,434
Net income per common share—diluted .......... $ 1.31
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What is Happening?

Growth Analysis

The distance between the a0 O e 12/ oo

EARMINGS
. . SALES PER SHARE
Pre-tax Profit line and the | o i b e
- A a Year Ago Quarter 375.0 0.02 yAri :
Net Income line is 1t
i

changing. What might be |
the cause? ///Q/ o

Income before income taxes . ., y 3 % — =
Income tax expense .......... R SN\ >/ L/
C PL I‘N,'... Vks /

s
Nt TR s v msvsss s imis Zr LA T _of g

A%L‘e B |J-44Q5 )
. . "n._... D =
Only one thing is ) ® L

happening in between! " — =

o= —er"
e}__._fe i
Taxes ! ] P g S e

—

?/ | 7 IR B
=T
20 2003 2

004 2005 2008 2007 2008 2008 2010 20 Mz
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Let’'s Look a Little Closer

7 I 2011
(p/ :

5010 ffl From 2010 to 2011

Pre-tax Profit and net
income moved closer!

~
H""«.
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Fifty-two weeks ended
Sl.‘ptrtmherll. g NN EEEEEEEEEEEEEENENEENENEENEEENEEEEEEE,
2011 = . o
PIEERIIES . i omemwm s s R RS R AT B $ 2,650,899 E Fi nal Step down the i
Costofsales ...t it et et aannnes 1,746,274 . |ncome Statement b
Gfosspr{]fit lllllllllllllllllllllllllllllllll qm.,ﬁzﬁ NN EEEEEEEEEEEEEEEEESEEEEEEEEEEEEEEEman"
Selling and operating expenses . .........c.c.ovnenn... 348,696
General and administrative expenses ................. 187,016
PrateRt IiEgation Bete et . . . conmenmsmmmmosmaa s
Operatingincome . ..........coovimnrinneannn. 368,913
Other income (expense), et . .. ... oiviniinnannnnan 648
Loss on financial instruments, net ................... (6,245)
Loss on foreign currency, net . .. ... ... oo alLt (2,912) Shares Outstandlng
TSRSt EXPOURE. oo omwim mre im0 S e (57.657) .
Income before income taxes . ................... 302,747 0
Ineothe THE-EXPETNE rurs e s o T R A i S (101,699) :'
NetIncome . ... iiiinannnn... $ 201,048 0
< Net income attributable to noncontrolling interests ~—=>. . 1,547 o
Net income attributable to GMCR . .............. ($ 199,501 ) ::
Basic income per share: :: Results In
Basic weighted average shares outstanding . ....... 146,214,860 |+
Net income per common share—basic ............ $ 1.36 F N et | ncome
Diluted income per share: D ‘."‘
Diluted weighted average shares outstanding . .. ... 152,142,43 ‘," Per Share '
Qﬂ InCome per common sﬁab—diluied .......... $ 1.3 l"
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I RAICT i i o i e i o A T A T 8
Costofsales ...t it et eiiaannnes

G088 PROBIE - s e s s i S S R S S
Selling and operating expenses ..........c.c.ovnennn..
General and administrative expenses .................
PrtcAt IiEgation Betle et . . . conmenmsmmmmosmaa s

Operatingincome . ...........oovimnrinneannn.
Other income (expense), met . ... c.oiviiiennnneann ..
Loss on financial instruments, net ...................
Loss on foreign currency, net . ........... ...
TSRSt EXPOURE. oo omwim mre im0 S e

Income before INCOME (AXES o .o v v ervniianennens
Ineothe THE-EXPETNE rurs e s o T R A i S

Netlncome ........ ... .cooiiniiiiiiinnnn...
Net income attributable to noncontrolling interests ... ...

Net income attributable to' Co

Basic income per share:
Basic weighted average shares outstanding ........
Net income per common share—basic ............

Diluted income per share:
Dilut =l itstanding ... ...
Net income per common share—diluted .

Fifty-two weeks ended EWhat IS Our E
September 24, . . 1
211 : final line? :

$ 2,650,899 -IIIIIIIIIIIIIIIIIIIIIIIIIIIII.

] ?46 2?4 Growth Analysis
o FY 2012 01 (Ended 12/31/2011)
RECENT QUARTERLY FIGURES

904,625 g
348’696 E Latest Quarter 1,158.2 0.66 )]5}:.2_55'_@
18?’[}] ﬁ :: Year Ago Quarter 575.0 0.02 //)Ij

1| Percentage Change _ lo1.48 _3,200.08 q‘( }P 302.y

368,913 |

Eeaia
(6,245) s , L
(2,912) o e @)
(57,657) = 4 :
302,747 T»/%y/@?, | /@f
(101,699)1 /

$ 201,048 e |
150 == ] i g
§ 199501 I =T
e /
] -] r-”’/r{_’
146,214,860 e e S R
$ 136 | et — 1

002 2003 i« 2005 2008 2007 2008 2009 2010 201 2012
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What is Happening?

Growth Analysis

The distance between the Net TN R

EARNINGS

. . i %T'QAL]ES PEFE\ES]HAF‘\E »
Income Ilng an_d the Earnlngs i e
Per Share line is changing. e e

What might be the cause?

i
Net income attributable to GMCR . | I
7

P [
* -~ 7 4 \
Diluted are. ¢ s /
Diluted weighted average shares dutstandin : L~ Y
! 7 / —’
Net income per common share—diltigd . ..... s M —
*

* *s Q/@V T /@,

Only one th_ing IS _A TN
happening in between! ™., oY

Shares Outstanding !

jf—“"_;____,f” .

| ——
|

Y
\

=

3 1 2003 2004 2005 2008 2007 2008 2008 it} 201 201z
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Shares Outstanding

= Which Shares Outstanding should
we use?

» Basic Weighted Average Shares
Outstanding

» Diluted Weighted Average Shares
Outstanding

32
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Questions?
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How Do We Use This?

= We try to understand how the company has grown

historically.
= We try to understand where things have changed over
time:
= Sales = Taxes Paid
= Expenses = Net Income
= Pre-Tax Profit = Shares Outstanding

= Earnings Per share
= We use this information to help us project how the

34

Income Statement might change over the next 5 years.
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Reality Check

= We easily see what to focus on using Part 1 of the
SSG, “Growth Analysis”.

» The SSG tells you which items on the Income
Statement to focus on.

» We can isolate what is changing by looking at
each set of lines.

» This points us to the items we need to study and
understand and consider in projecting the future.

= Try looking in the Annual Report at Management’s
Discussion and Analysis (MD&A).

= We can then project our future EPS by evaluating
each component of the preferred procedure.

35
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Where Do We Go
From Here ?
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Management Discussion and
Analysis (MD&A)

 Where do we find out why things
are changing?
—MD&A!

e MD&A

—Part of a company’s annual report.

—Management provides an overview of
what has happened and why?

37
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m RPM International Inc.
A world leader in specialty coatings and sealants

Case Study

RPM INTERNATIONAL |t

=
STONHARD |
Y
-2

— . . —.
1S5 S0 NanNInn

: 11 J
ANRUE | t
KU T E 5
LU ' PR ER

October 26, 2020

MNATIOMAL ABOCMTION OF MNVISTORS COMMORATION

BETTERINVESTING

Empowering Investors Since 1951

38



Stock Investing Made Easy
CH-CH-CH CHANGES - PREFERRED PROCEDURE SIMPLIFIED: A CASE STUDY
Avi Horwitz

Stock Investing Made Easy

I I l RPM International Inc.

A world leader in specialty coatings and sealants

EXPENSES
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BETTERINVESTING

S
File Data Print Research Tools Close

-. Andm@rnllﬂllndﬂullity H Valuation and Return H Quarterly Data ‘

¢ Company: RPM International (RPM) Study not saved. Click to save.]

Projection Starting Point

-_—__—-:‘:__ﬂ _________________ ’
M @ ponial @ quamer: @ s
Recent Quarterly Figures

l I I T —® ‘ FY2016 QuarterEnding (08/16)

Sales EPS
ot Latest Quarter 1,252 083
i G e i * Year Ago Quarter 1243 074
[ Percentage Change 0.8% 12.2%

Analyst Consensus Estimates

Sales 2 Year Estimate: 3.58%
EPS Long Term Estimate: 13.0%

— Pre-Tax Profit

Legend

— Sales
— Pre-Tax Profit
— Prices Hi/Lo

— EPS

— EPS

11.1%|

— Netincome
06 07 08 09 10 11 12 13 14 _ _

2015

| Fundamental Company Datal|
asrowth({%)

2( 2008 2009
3,368i 3413

2010 2011 2012 2013 2014
| 3,352i 3,?7?i 4079 4376
|

Historical Sales | | i I
0_93| 1.39[ 145/ 165 074 218 178 E
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ompanve BEM Intarnational (RPM) Study Name: Jan Stock Up RPM 12/26/16
BETTERIMNVESTING

SSG’F’LUS e ;

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20
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SSG-PLUS

Evaluate Management

” N\
2006

2007 2008 2009 2010

PERCENTAGE INCREASE

New Value (2015) 10.000  Change
Old Value (2006) - 9.200 0ld Value ({2015) f 9.200
Change = 0.800  Percentage Increase
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Management’s Discussion and Analysis Gross Profit Margin S
i i - _ Selling, General and Administrative
of Financial Condition and Results of Operations Expenses (“SG&A”)

Gross Profit Margin Our consolidated gross profit margin
improved Lo 41.7% of net sales for fiscal 2013 from 40.8% of
net sales for the same period last year, reflecting our 8.0%
growth in sales and moderating raw material costs during Fing
fiscal 2013. Slightly offsatting these favorable impacts was the
combination of unfavorable foreign exchange and the current
year unfavorable mix of sales duea to the higher growth in our
consumer segmant. Additionally, the gross profit margin for
1 fiscal 2013 was negatively impacted by approximataly 10 basis
Connections 2 points (“bps”) as a resull of one-time charges taken by the
: S roofing division of RPM's Buillding Solutions Group. The nhargaq

Creating Value

2013 Annual Report - Selling, General and Administrative Expenses {“SG&A") Our
consolidated SG&A increased to 32.1% of net sales for fiscal

2013 compared with 30.6% of net sales for fiscal 2012. The 150

bps increase in SG&A as a parcent of net sales versus the prior

recorded during fiscal 2013 in rnlaﬂnn to tha remaining balance
on our original $15.0 million loan to Kemrock, and higher bad
debt axpense during the year in relation to our trade accounts,
as wall. Also, the increase in SG&A expense includes the

R e impact of increased employee compensation-related axpenseas,

ooy Including pension and postrelirement benell expense, INcrease
intangible amortization and other acguisition expanse, higher
legal sattlement expansa, increasad advertising expanse and
outside professional sarvices expenss.
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irmproved tod42 4% of net sales for fiscal 2076 from a

consolidated gross profit margin of 42,295 for the comparable
period a wear ago. The current-period improwaement reflects a
fawvarable jrpact from selling price increases of approxirnataly
0.4% and lower roanutacturing costs of approximately 1.7%
during fiscal 2006 vwersus fiscal 2075, Unfaworable foreign
exchange impacted current-period gross profit margin by
approxirmately 0.4%. Foreign exchange has had a significant
impact recently upon the costs of sales, since several of our
foreign operations pay their suppliers in U5, dollars, which has
strengthened recently against many other foreign currencies,
Additionally, although certain petroleurt-based raw materials
have eased lately the costs of the raw mmaterals we use are
under generally upward pressure, and ower the longer term we
ERpect raw materials coss 1o ncrease, dueto escalating energy

Andrelated Teedstock costs, increased levels of global dernand,
and improved levals of supplier pricing discipline.

Gross Profif Adangie Our consolidated gross profit margin n Mada Facwu

Saffirrg. Gamaral and Admiinsirativa Expansas {“"SGEA ! Our
consolidate exXpense INcreased by approximately
F32.0 million during fiscal 2016 wersus fiscal 2016, and increased |
1o 21.6% of net zales from 21.0%: of net zales for the priu:ur—*,fT
WG&A for fiscal 2016 reflects overall added expenses
recorded by our recently acquired businesses, mainly our
recent reconsolidation of SPHC and its subsidiaries, all of
which are included in our specialty segrnent. SGEA expense
for fiscal 2076 and 2015 was favorably immpacted by the reversal
of certain comtingent consideration abligations relating to
recant acquisitions, and totaled £14.6 million and £29.7 million,
respectively. During fizcal 2006, there was alsa higher employea
compensation expense, including commmissions on higher sales,
a5 well a3 increases in advartizing, prornotional and professional
services expense. Warranty expense for fiszal 2016 decreased
by £3.8 million from the armount recardad a year ago, and

it is typical that warranty expense will fluctuate from period 45
toperiod.
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To Recap

» |f Taxes and Shares Outstanding
remain the same going forward,
what will happen If Profit Margins
decrease”?

= Sales will grow faster than Earnings
Per Share

46
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M
SSGPLUS

2012

Fundamental Company Data

2007

Historical Sales 4 3%

Historical Earnings | 11.1%

Pre-Tax Profit i 15.9%
a7
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EEEPLUS

T ]

@~

Fundamental Company Data

2006 2007 Growth(%)

Historical Sales 3,339 /}6@ 489%

Historical Earnings 1.64 /6‘{& 7 59

06 & 09 10 | Pre-TaxProfit 308 /ﬁ; 8.7%
48
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Questions?
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I I l RPM International Inc.

A world leader in specialty coatings and sealants

TAXES
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2015

innume Tax Rate The effective income fax rate was 26.1% for
fiscal 2016 compared to an effective income tax rate of 49.6% for
fiscal 2015, The decreasa in tha effective tax rate from fiscal 2015

VALUE

LINE

to fiscal 2016 was primarily attributable to a fiscal 2015 deferred "z'ﬁﬂl'é 2017 | ©VALUE LINE PUB. LLC 1=9_21
income tax chargn of $106.2 million for the estimated tax cost a :
associated with unremitted foreign earmings not considered to Sgéé 3;‘;3 EEIEShPFT :fh, h 4i5250
ba permanently rainvested. The comparable provision amount 2I53 2.30 E asnrio Pﬁl‘iﬂ 250
in fiscal 2016 is a banefit of $3.7 million. | 1m D::'::%igf;ier e o
. . m .
201 4 a2 1.00 |Cap’l Spending per sh 05
1032 | 11.80 |Book Valuepersh D 17.60
ircoma Tax Rafa The effective incore tax rate was 49, 8% for 13294 | 132.50 |Common Shs Outst'g £ | 132.00
Tracal 2015 compared to an effective incorme tax rate of 27 9% : . ; . :
for fizcal 20704, The increase in the effective income tax rate is 17.3 AVQ %"nl PIE Rfitlo 18.5
prirmarily due to a deferred incorne tax charge of $108.2 mmillion 93 Relative P/E Ratio 1.15
recorded infiscal 2015 for the estinnated tax cost associgted with 2 40 Avg Ann'l Div'd Yield 2.2%
unrermitted fareign earnings not considered to be permnanently -
reinvested. The comnparable provision amount infiscal 2014 48136 | 4950 |Sales ($mill) » 5700
was 2.5 million: please see Mote A{18) far further discussion 14.1% | 14.5% |QOperating Margin 15.0%
regarding the change inforeign unrermitted earnings not 1110 115 Depre-:iation {$mi|l} 130
considered to be parmanently reinwvestad. The increasze in 375 |Net Profit ($mill
tha effactive tax rata from fiscal 2014 to fiscal 20715 was also . . I ': mi :l >
attributable to a decrease in the benefit from the domestic 26.1 f( 2?'?)’5 !r_m_ojne:!-.aiRate 30.0%

rmanufacturing deduction. The abowve increases tathe effactive
tax rate were partially offset by increases in the benefit from the
irmpact of foreign operations and valuation allowance reversals.

Additionally, 2 non-recurring net tax benefit was recorded

in fizcal 2004 that weas prirnarily comprised of the benefit

azsociated with recognition of a foreign deferred income tax

aszset resulting frorn the rerger of certainforeign subsidiaries,

partially offset by the impact of the enactrent of 3 Canadian tax

lawy change, Canada Bill C-48 Tachnical Tax Amendrients Act,

2012, enacted a5 of June 26, 20132, 52
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To Recap

* |[f Pre-Tax Profit Margins and
Shares Outstanding remain the
same going forward, what will
happen If Tax Rates increase?

= Sales will grow faster than Earnings

Per Share

53
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HLIII RPM International Inc.
A world leader in specialty coatings and sealants

SHARES OUTSTANDING
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. . Year
File @ Print Research Tools Close

2006

gg&ﬂus 2007

m Print Research Tools | 2008
Company Basic Data 2009 127.7
{ Annual Data 2010 128.1
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Refresh Study Data h 2012 129.8
2013 132.3
2014 134.9

|
cq 2015

October 26, 2020

58



Stock Investing Made Easy

CH-CH-CH CHANGES - PREFERRED PROCEDURE SIMPLIFIED: A CASE STUDY
Avi Horwitz

— r._ __._1! ™
’- :igj f

Stock Investing Made Easy
Notes to Consolidated Financial Statements

NOTE G — COMMON STOCK

On January 8, 2008, we announced our autharization of a stock
repurchase program underwhich we may repurchase shares

of HPM International Inc. commoaon stock at management's
discretion for general corporate purposes, Qur currentintant

iz to limit our repurchases to approximately one to two million
shares peryear, which would include amounts required to offset
dilution created by stock issued in connection with our equity-
based compensation plans and other repurchases, As a result of
this authorization, we may repurchase shares from time to time
inthe open market or in private transactions at various times
and in amounts and for prices that our management deems
appropriate, subject to insider trading rules and other securities
lawy restrictions. The timing of our purchases will depend upon
prevailing market conditions, alternative uses of capital and
other factors, We may limit or terminate the repurchase program
atamy time. During the fiscal year ended May 21, 2016, we
repurchased 800,000 shares of our common stock at a cost of
approximately $35.7 million, or an average cost of $42.88 per
share, under thiz program. During the fizcal yvear ended May 21,
2015, we repurchased 595,106 shares of our common stock at a
cost of approximately $27.6 million, or an average cost of $46.26
per share, under this program. During the fiscal year ended

May 21, 2014, we did not repurchase any shares of our commaon
stock under this program.

NOTE H — STOCK-BASED COMPENSATION

Ztock-based compensation represents the cost related to stock-
based awards granted to our employees and directors; these
awards include restricted stock, restricted stock units and SARs,
We grant stock-hased incentive awards to our employess and/
or our directors under various share-based compensation plans.
Plans that are active or provide for stock option grants or share-
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To Recap

* |[f Pre-Tax Profit Margins and Taxes
remain the same going forward,
what will happen If Shares
Outstanding continues to increase?

= Sales will grow faster than Earnings
Per Share
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Preferred Procedure Calculation

Restore Defaulis

Defaults Judgments Result

Projected 5 Year Sales Growth Rate (Your Forecast): 5.0% [_E 6,144
Less Expenses (5 Yr Avg % Pre-Tax Profit Margin): 8.5% | | -5,621
Less Taxes (Last Yr. Tax Rate): 26.1% P =136

Less Preferred Dividends (Current Pref'd Div): 0.0 [_00 0
Projected 5 Yr Total Earnings: 386

Divided by Shares Outs. (Current Dil. Shares(M): 1352 [ 1352 85

BETTERINVESTING
s S GPLlﬁ 5 Year Compound Annual EPS Growth Rate:

Preferred Procedure Calculation
Defaults Judgments Result
Projected 5 Year Sales Growth Rate (Your Forecast): 5.0% '_g 6,144
Less Expenses (5 Yr Avg % Pre-Tax Profit Margin): 8.5% | 9 -5,529
Less Taxes (Last Yr. Tax Rate): 26.1% | B, =160
Less Preferred Dividends (Current Pref'd Div): 0.0 [—DU 0
Projected 5 Yr Total Earnings: 454
Divided by Shares Outs. (Current Dil. Shares(M): 1352 [ 1352 3.36
5 Year Compound Annual EPS Growth Rate:
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What Do You Do with
Preferred Dividends ?

» Preferred dividends must be paid to preferred
shareholders before common shareholders get
paid.

* To common shareholders, it is the equivalent of
an expense.

= Estimate the preferred dividends five years In
the future and subtract them from earnings
before dividing by shares outstanding.
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Questions?

—
——
—
9
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How We Use This

BETTERIM

SSGPLUS

Historical Sales

Historical Earnings

 Fundamental Company Data
—

43%, | 5]

n1% [ 03] G
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BETTERINVESTING

SSG™YS How We Use This

¢ Determine EPS 5 Year Forecast

—Select 5 Year Forecast EPS Growth Rate:

Projection Starting Point: ANNUAL [EPS = 2.63, Sales = 4,814]

' Your EPS Growth Rate Forecast:l 0.5 % 5 Year Estimate: 2.70

' Analyst Estimate:| 13.0% |

® Preferred Procedure Growth Calculation:( 0.5% | 5 Year Estimate: 2.7

Preferred Procedure Calculation
Defaults Judgments Result

Projected 5 Year Sales Growth Rate (Your Forecast): 5.0% 6,144

Less Expenses (5 Yr Avg % Pre-Tax Profit Margin): 8.5%

l,_
Less Taxes (Last Yr. Tax Rate): 26.1% ' =157
[_
[ 135.2

5,621

Less Preferred Dividends (Current Pref'd Div): 0
366
2.7

Projected 5 Yr Total Earnings:
Divided by Shares Outs. (Current Dil. Shares(M): 135.2
5 Year Compound Annual EPS Growth Rate: 0.5%

Historical Data

2016 Q1

¥ Taxes

» Diluted Shares Outs
» Sales Growth Trend
6 5 » EPS Growth Trend
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BETTERIM

SSG™“S How We Use This

Preferred Procedure Calculation

Defaults Judgments Result

Projected 5 Year Sales Growth Rate (Your Forecast): 5.0% 6,144
Less Expenses (5 Yr Avg % Pre-Tax Profit Margin): 8.5% -5,621
Less Taxes (Last Yr. Tax Rate): 26.1% =157

Less Preferred Dividends (Current Pref'd Div): 0.0 | 0.0 0
Projected 5 Yr Total Earnings: 366

Divided by Shares Outs. (Current Dil. Shares(M): 1352 ﬂ @ 2.67

5 Year Compound Annual EPS Growth Rate:

66
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How We Use This
GSGPLUS e T

What are we
trying to
accomplish
by using the
SSG? %

06 07 08 8}7 10 11 12 13 14 15
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SSGPLUS

How We Use ThIS

M dsssssst B ER NS A Lo oo bbb bl Il-»

We are projecting Sales and Earnings
Per Share 5 years into the future!

o o7 o8 oo 10 1 11 Thetop of our Income Statement (Sales)
and the bottom (Earnings Per Share )

68
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BETTERIMN

SSG-PLUS

— We want to determine what we expect
our Income Statement to look like 5
years from now!!

USING PREFERRED PROCEDURE — WE CAN !
69
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SgGrusHow We Use This

5 years from now !

Our expected Income Statement

Projected 5 Year Sales Growth Rate (Your Forecast): 5.0%

Les Yr Avg % Pre-Tax Profit Margin): 8.5% 8.5 -
Lest Yr. Tax Rate): 26.1% 3 -

Less Preferred Dividends (Current Pref'd Div): 0.0 0.0

Ja.

Projected 5 Yr Total Earnings: -

-
(3]
oy
-.‘J

5 Year Compound Annual EPS Growth Rate:

Defaults Judgments Resi

aw
-5,621
=157

0
366

Divided ts. (Current Dil. Shares(M): 135.2 | — :

0.3%
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Why Use Preferred Procedure

* By looking at each component
we get a better picture of what
future EPS might reasonably
be.

* For a less consistent EPS
history, Preferred Procedure
\ can help focus a future EPS
estimate.
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www.betterinvesting.org/

El MY ACCOUNT -]

My Account

Personal
Information

Website
Password

Magazine App
Password

El Email and
Product

Subscription
Information

El local Chapter News and Events

Occasional communications from your local BetterInvesting chapter about news and events taking
place in your area.
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BETTERINVESTING

www.betterinvesting.org/

3] Login € Not Logged in /

MEET OUR
COMMUNITY .

MEMBER STORIES

¢+ OURLOCALCHAPTERS

Non-Member

E Learn More
Your Email Address* '

First Name

Local Events

Last Name

Contacts
Postal/Zip Code
Model

Investment Club
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Logged in =

[1]

MY ACCOUNT —]

COMMUNITY '@

GET STARTED

CHAPTER BASICS

MY CHAPTER

74

BETTERINVESTING

www.betterinvesting.org/

Local Events

|§| Contacts «

Model
Investment Club

Visit-A-Club

Investment Club
Support

News & Articles

El Volunteering
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Summary

In this session we've touched on:

« What preferred procedure is.

* The relationship of the Income Statement,
the SSG and preferred procedure.

 Why we should use preferred procedure.

e Understanding the relationship between
the lines on the SSG graph.

« Working with preferred dividends.

75
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Special Thanks

Ron Bruyn, Director, Orange County Chapter
Linda Glein, Director, Puget Sound Chapter
Claire Struthers, Director, Heartland Chapter
Joe Smith, New Jersey

These are all special people whose work
contributed to this session and who passed their
knowledge of Betterlnvesting methodology to me.
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Make A Difference In

Someone’s Life

If you have benefited from

BETTERINVESTING, ..

—— ok weekly

s S’(\E p ease plC Up Some 2 'm';!',dk
-2 % BETTERINVESTING ( Ticker |

A\ materials -

and introduce others to this dynamic

Investment education opportunity!
Pay it forward !
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m
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Questions or Comments?

ah cpabe.com

ah@cpabe.com

Avi Horwitz
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Ch-Ch-Ch-Changes
Preferred Procedure Simplified:
Case Study — Part 1

Stock Investing Made Easy

Avi Horwitz
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Disclaimer

« The information in this presentation is for educational purposes only and is
not intended to be a recommendation to purchase or sell any of the stocks,
mutual funds, or other securities that may be referenced. The securities of
companies referenced or featured in the seminar materials are for
illustrative purposes only and are not to be considered endorsed or
recommended for purchase or sale by Betterlnvesting™ National
Association of Investors Corporation (“Bl”). The views expressed are those
of the instructors, commentators, guests and participants, as the case may
be, and do not necessarily represent those of Betterinvesting™. Investors
should conduct their own review and analysis of any company of interest
before making an investment decision.

« Securities discussed may be held by the instructors in their own personal
portfolios or in those of their clients. BI presenters and volunteers are held
to a strict code of conduct that precludes benefiting financially from
educational presentations or public activities via any Betterinvesting
programs, events and/or educational sessions in which they participate.
Any violation is strictly prohibited and should be reported to the CEO of
Betterinvesting or the Director of Chapter Relations.

2
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Disclaimer

* This presentation may contain images of websites and
products or services not endorsed by Betterlnvesting.
The presenter is not endorsing or promoting the use of
these websites, products or services.

e This presentation uses older examples prepared using
various software. Older examples are used in order to
prevent the examples from being used for current
investment decisions without proper updating and
study. The instructors makes no representation that
the software used for the examples is still being used
for their own stock studies.

* This session is being recorded for future use.

Stock Investing Made Easy

Objectives

Review the relationship between the Income
Statement, Preferred Procedure, and the Stock
Selection Guide (SSG)

Understand the relationships on the SSG
and what you need to research

Case Study applying what we
learned
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Preferred Procedure The Income Statement

Preferred Procedure is also known as: Provides information on:

“The Business Model” = How a company performed, where it is
heading, and what future cash flow or
profitability might be.

= Ability of managers to make Sales, control
expenses, and thereby earn a profit.

= Growth trends in Sales and Net Income ,
which are particularly important to watch.

it is based on a

“SIMPLIFIED” Income Statement.

5 6

Stock Investing Made Easy Stock Investing Made Easy

e Carre

0o |Stock . [miu

election=:
g e

$ 1356775 $ 786,135
931,017 540,744
425,758 245,391
186,418 121,350
187,016 100,568 47,655 T
— — (17.000)
368,913 138,772 93,386
« 648 85 662)
L (6.245) (354)
L 2912) - -
Interest expense T (57.657) (5.294) (4,693)
Income before income taxes ... .. 302,747 133,209 88,031
Income tax expense (101,699) (53,703) (33,592)
Net Income ...... 3

e - 201,048 s 79506 S 54439
Net income attributable to noncontrolling interests ... .......... - -

ne attributable o GMCR ...................

LoV 1,547
. \.. s S 199501 S 79506 S 54439 A
Basic share: 2
ghted average shares outstanding .. ... ... L 146,214,860 131,529,412 113,979,588 /
Net in nmon share—basic ... ...o.oiaa.. ) e H 1.36 H S 4

Diluted inc

0.60 s 048 y /
Dilute e shares outstanding ...l J e 152,142,434 137,834,123 120,370,659
Net incor n share—diluted . . S . 3 1.31 s 0.58 s 045
N

The accompanying Notes to Consolidated Financial m.r.,.;...zm an integral part of thesc financial stalements. 8
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Consolidated Statements of Operations

Fifty- s ended
S 24,
2011 p—
Netsales ..oooveiiinieinneiineiiienen 8 2,650,899 '
Costofsales ....ouuruniiiiniinnininnnnnn 1,746,274
Gross profit . . 904,625
Selling and operating expenses . ............ . 348,696
General and administrative expenses .. ........ 187,016
Patent litigation settlement .. ........ ... .., — =
- &
368,913 -
648 —
(6,245)
Loss on foreign currency, net ... ............ (2912)
Interest expense (57,657) (

Income before ince 302,747 3 —
Income tax expense (101,699) < 4 '
NetIncome ........ S 201,048 -—

Net income attributable to noncont 1,547

)
Net income attributable !u “““““ . S

199,501«

Basic income per share:
Basic weighted average shares outstanding ,
Net income per common share—basic . .. ., s

146,214,860
1.36

Diluted income per share:
Diluted weighted average shares outstandin,
Net income per common share—diluted . ., S

152,142,434 € =

131 g
<

9

The Simplified Income
Statement

o Ol

\]

Net Sales
- Expenses

Earnings Before Provision for Income Taxes
- Taxes

Net Earnings
+ Diluted Weighted Average Common Shares

Diluted Earnings Per Share (EPS)

10

10
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The Simplified Income

Statement
e S 2lES (1)

Minus Expenses (2)

g“SGPLus

™ = Pre-tax

Profits (3)
Minus taxes (4)
= Net Income (5)
Divided by shrs.(6)

\\: i

Note: Earlier versions of Toolkit
did not show Net Income (5)

Why Use Preferred Procedure?

= Often EPS is not as well behaved as Sales

» EPS is affected by:
— Sales
— Profit Margins,
— Tax Rates, and
— Shares Outstanding

06 07 08 09 10 1 12 13 14

11

12

11

12
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13

Fif;

What is our first

» weeks ended
ber

Cost ol

Gross profit

Selling and opera 348,696
General and administrative expen: 187,016
Patent litigation settlement .. ............ -— ] 8 Sso
_ | wraow  _vames
Operating income .. .................. . 368,913 Ve Ago Cater A’@

Other income (expense), net
Loss on financial instruments, net
Loss on foreign currency, net

648 | percentage change —lse | o 27
(6,245) S /
(2912) 1 Sy

Interest expense . .. (57,657) Vi I
Income before i 302,747 - -
Income tax expense . (101,699) /
Net Income . $ 201,048 ’
Net income attributable to noncontrolling interes, 1,547
Net income attributable to GMCR ... ... . $
Basic income per share:
Basic weighted average shares outstanding 146,214,860
Net income per common share—basic . . . ., $ 1.36

Diluted income per sha
Diluted weighted average shares outstandin, 152,142,434
Net income per common share—diluted . .. s 1.31

14

13

14
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Fifty-two weeks ended

September 24, FEEEEEsEsEsEssssEsEsEEEEsEEEEsEEEEaany,
201

i 1st step down the
Income Statement

Netsales ....ccocncinninnriaceecctcnccccncnnnons $ 2,650,899
CostoFSaleS . ucvvsvrssuasissnnssnssnssnsanss

0
istrative expenses 187,016
ionsettlement .......... —_ "‘
E—— >
Operating income .. .. .. N 368,913
Other income (expense), net . . GI‘OSS PI‘OfIt . 648 COSt Of
Loss on financial i L IRT — (6,245)
Loss on foreign currency, net . Sales

Interest expense

Income
s 201,048
1.547
$
Basic income per share:
Basic weighted average shares outstanding . . 146,214,860
Net income per common share—basic s 1.36
Diluted income per share:
Diluted weighted average shares outstanding ... 152,142,434
Net income per common share—diluted . . . s 1.31

15

Next step down the

Net sales $ 2,650,809 i

Cost of sales . 1746274 i lncome Statement
Gross pro 904,625 T

Selling and oper: Ceean

General and adm trative expenses e 187,016

3y 368913

Patent litigation settlement . .

. FPrrL 58

Loss on financiall Operatlng |n00me (6,245)

Loss on foreign (2.912)
Interest expense (57.657) Expenses to Operate

Income before income taxes ... .........iian.. 302,747

..... (101,699) the business —
s 10| Operating Expenses.

Income tax expense

Net Income .

Net income attributable to noncontrolling interests ... .. 1,547
Net income attributable o GMCR .............. s 199.501
Basic income per share:
B ghted average shares outstanding . 146,214,860
Net income per common share—basic . .......... s 1.36
Diluted income per share:
Diluted weighted average shares outstanding ... .. 142,434
Net income per common share—diluted ......... 1.31

16

15

16

October 26, 2020



Stock Investing Made Easy

CH-CH-CH CHANGES - PREFERRED PROCEDURE SIMPLIFIED: A CASE STUDY

Avi Horwitz

Stock Investing Made Easy

Stock Investing Made Easy

It's Simple

Net Sales
- Cost of Sales
= Gross Profit

- Selling Expenses
- General and Administrative Exp.
= Operating Income

The Non-Operating Section

= This section frequently consists primarily of
Interest (or Other) Income and Interest Expense.

= Interest and investment income is earned and
reported when a company invests in
certificates of deposits, treasury bills or notes,
or the stocks and bonds of other companies.

= Interest Expense is a payment that the
company makes for the use of another
company’s money (for example: notes,
mortgages, and bonds).

17

18

17

18
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Fifty-two weeks ended

e o O,
—>=__{Next step down the
Netsales . ..ovuuiiniiiiiiie i aaaannns $ 2,650,899 H

17146274 I[ncome Statement

Cost of sales ..

904,625
e 348,696
administrative expenses 187,016
gation settlement .. ......... ...l —
Operaling income .. ......cooveiennns Cerenaeas 368,913

Other i

Loss on foreign currency, net

INPERCSL EXPOIIIE . . ocuvviuveiscsssssssnsssssssines

ncome before income taxes . . ......... "'.,
Income tax ¢ =R (101,699)
Net Income ; . s 201,048 R
Net e ) RESUNES N o™ 21| Non-Operating ltems
ot income g 9,5 H
Netincone o [NCOME before | ... s sl (May be income or
Basic income per{ |NCOMeE taxes. .
Basic weight . usause | €XpENse items).
Net income f P s 1.36
Diluted income per share:
Diluted weighted average shares outstanding ...... 152,142,434
Net income per common share—diluted .......... s 1.31

19

Fifty-two weeks ended
September 24,
2011

Netsales . ...ooeeeeeee e eeeeeeieee e oo S 2.650.899
Costof sales ....... e . . 1,746,274

Grossprofit ................ e 904,625
g and ope expenses . ... 348,696
al and administrative expenses e 187,016
Patent litigation settlement ........ ceresnses —
Operating income . 368,913 .,
Other income (expense), net . . . . ... 648 o,
nancial instruments, net .. B (6,245) .,
Loss on foreign currency, net ... ... s (2,912) '~..
lerestexpense .. (57,657 '~,.
- .
Income before income taxes ... .......covvin.. 302,747 .”’-x __________________
Income tax eXpense .........iuiiniaiiiiatiiaiia.n (101,699) 1 W . t ”
NetIncome ................ . e $ 201,048 E e are gO|ng 0 ca
Net income attributable to noncontrolling interests . . . ... 1547 ithis entire section
Net income attributable to GMCR s 8199501 % “Expenses”
Basic income per share: :\. p
Basic weighted average shares outstanding . ... . ... 146,214,860 ~ “ThUnTRRRmnnnmnnaannmmmamansmnsasansnees
Net income per common share—basic . ........... S 1.36
Diluted income per share:
Diluted weighted average shares outstanding ... ... 152,142,434
Net income per common share—diluted e s 1.31

19

20

20
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Fifty-two weeks ended
September 24,

1
Netsales ...t nnas $ 2,650,899
Costofsales ...... ... ... ... ... ... 1,746,274
Gross profit 904,625
Selling and operating expenses 348,696 comamiris

General and administrative expe

187,016
Patent litigation settlement 1

Operaling income .. ......oovviveninnns A
Other income (expense), net . . .
Loss on financial instruments, nef
Loss on foreign currency, net . .

(6,245)"
(2912)

Net income attributable to GMCR ............... $ 199,501 |
Basic income per share: C
Basic weighted average shares outstanding ........
Net income per common share—basic ............ s 1.36 l [

Diluted income per share:
Diluted weighted average shares outstanding ...... 152,142,434
Net income per common share—diluted .......... s 1.31

pe
Interestexpense ... (57.657) -
31,637, " )

Income tax expense ........... (101,699) | /
NetIncome . ..............oocoiiiiioiii.. $ 201048
Net income attributable to noncontrolling interests . . ... 1.547 ‘/1/‘

;‘_‘l'/‘[‘ !/I

146,214,860 [_;/.I“”;i““*

21
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)

(s

Let's Look a Little Closer

4/ L]

The

2009 2010 2011

From 2010 to 2011
Sales and Pre-tax
Profit moved
closer!

the lines —
Expenses
— got smaller

space between

23
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What is Happening?

Growth Analysis
FY 2012 Q1 (Ended 12/31/2011)
RECENT QUARTERLY FIGURES

The distance between the Sales line

and the Pre-tax Profit line is —— 1y B

Percentage Change — 1044 _3.300.00

changing. What might be the Cause?i Ve qarer  _T0__ver

Net s:

Cost b

Selli operating expenses
General and administrative expense:

Patent litigation settlement

Operating income . .

Other income (expense), net . .
Loss on financial instruments, net
Loss on foreign currency, net
Interest expense

Income before income taxes . .anns==ss=ssnsnsnsnes

One or more of the items
in the box is changing!

Expenses !

22
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Questions?

24

23

24
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NeUSAIS .- s 2e0sm  : Next step down the  :
Costof Sales ... vvunit i 1,746,274 H
Gross profit .. ....ovvinnnns e e 904,625 -
Selling and operating expenses ... . 348,696
General and administrative expenses . 187,016
Patent litigation settlement .. ... ... AT, R —
Operaling income .. ......oevuvnnnenenannnnns 368,913
Other income (expense), net . ....... 648
Loss on financial instruments, net .. ... (6,245)
Loss on foreign currency, net ......... (2912) Income taxes
TNLETESE EXPEIISE - . . e s vveee e eneeeeeeneeaneens (57,657
Income before income taxes

Net income attributable to noncontrolling interest:

.. 547
Net income attributable toGMCR .............. R 199,501
Basic income per share: | Ragults in
Basic weighted aver{ 146,214,860
Net income per com Net Income . . s 1.36
Diluted income per share
Diluted weighted av
Net income per common share—diluted

152,142,434
.......... s 1.31

25

25
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What is Happening?

Growth Analysis
Y 2012 1 (Bnded 12/31/2011)
RECENT QUARTERLY Fi

The distance between the
Pre-tax Profit line and the
Net Income line is

changing. What might be :
the cause?

(8w
Latest Quarter L1302 __ 0.6

Income before income taxes . . .
[ Income tax expense ..........:

Net Income . ............. . .

N
.
e,
i
L

Only one thingis
happening in between!

Taxes'!

N 26509
! vewragoquaee 220 ee2 / [/'
1| percentage change 10148 _3.200.08 LR 027
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Fifty-two weeks ended
September 24,

2011
Netsales .........oooiiiiiiinenns . e $ 2,650,899
Costof sales ... 1,746,274
Gross profit . e 904,625
Selling and oper: xpenses ... 348,696

General and administrative expenses . . .. e 187,016 ||
Patent litigation settlement

Operating income .. .. 368,913 ||
Other income (expense), net . ... 648
Loss on financial instruments, net (6,245
Loss on foreign currency, net (2,912

Interest expense ........... A e (57,657)

Income before income taxes
Income g

302,747 |3

01 699!
201,04
-’ I

®alributable to noncontrolling interests ... ... 1,

Netinco

Net income attributable to GMCR ............... N 199,501
Basic income per share:

Basic weighted average shares outstanding . ... .... 146,214,860 ||

Net income per common share—basic . .......... $ 1.36

J

Diluted income per share:
Diluted weighted average shares outstanding ... ... 152,142,434
Net income per common share—diluted .......... 4 1.31

26

26
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Let’'s Look a Little Closer

2011

From 2010 to 2011
Pre-tax Profit and net
income moved closer!

27

28

28
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Net sales

Costofsales ...t

Gross profit .
Selling and operating expenses

General and administrative expenses .
Patent litigation settlement

Operating
Other income (expense), net .
Loss on financial instruments

income

Loss on foreign currency, net
Interest expense

Income before income taxes

Income tax expense .. ..

NetIncome ...uueseeeeiiiiiiiiaiiiaiiniinna:
el income attributable to noncontrolling interests - =

Net income attnbutable to GMCR

Basic income per share:
Basic weighted average shares outstanding
Net income per common share—basic

Diluted income per share:
Diluted wei

whied average shares outstanding

Fifty-two weeks ended

i Final step down the
i Income Statement

September 24,
2011

2,650,899
1,746,274
904,625
348,696
187,016
368,913
648
(6,245)

Stock Investing Made Easy

Cost of sales

Gross profit

Patent litigation settlement .
Operating income . .
Other income (expense),

(2912)
(57.657)

Interest expense

302,747 .
(101,699)
$ 201,048 N
1,547 N

$ 199,501

Results in
Net Income
| Per Share.

146,214,860
$ 1.36

¥
152,142,434 |+
1.31

$

Income tax expense

Net Income

Net income attributable

Basic income per share:

Net income per commo

Diluted income per share:
Diluted weighted avers

Netsales .. ..c.occiierieciccnncnnnsnnanarnansan

Selling and operating eXpenses . ... .................
General and administrative expenses .. ... .

Loss on financial instruments, net ...................
Loss on foreign currency, ne

Income before income t.

Net income attributable to noncontrolli

Basic weighted average

Fifty-two weeks ended
September 24,
2011

$ 2650899
1,746,274 Growm s

904,625
348,696 |
187,016 |

368913
648
(6.245),
2912)]
(57.65T)
— OIS
302,747 7=
(101,699) ;="

........ o8 201048 |
g interests ...... 1,547 @
WG T 8199501 L
shares outstanding 146,214,860 |
n share—basic . ........... s 1.36 |t

29

L

Whatisour | |
final line?

=

Pl

30
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The distance between the Net
Income line and the Earnings
Per Share line is changing.
What might be the cause?

Net income attributable to GMCR
.

Dilugg:

What is Happ

Growth Anly:
n

enin

01 (Eaded 12
au i

g?

013)

Latest Quarter

Year Ago Quarter 32

|| peccentage change 10148

Only one thingis ™"
happening in between!

Shares Outstanding !

Stock Investing Made Easy

Shares Outstanding

» Which Shares Outstanding should
we use?

» Basic Weighted Average Shares
Outstanding

» Diluted Weighted Average Shares
Outstanding

31

32

32
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Questions?

Stock Investing Made Easy

33

How Do We Use This?

= We try to understand how the company has grown
historically.

= We try to understand where things have changed over
time:

= Sales = Taxes Paid
= Expenses = Net Income
= Pre-Tax Profit = Shares Outstanding

= Earnings Per share

= We use this information to help us project how the
Income Statement might change over the next 5 years.

33

34

34

Stock Investing Made Easy

Reality Check

= We easily see what to focus on using Part 1 of the
SSG, “Growth Analysis”.

= The SSG tells you which items on the Income
Statement to focus on.

= We can isolate what is changing by looking at
each set of lines.

= This points us to the items we need to study and
understand and consider in projecting the future.

= Try looking in the Annual Report at Management'’s
Discussion and Analysis (MD&A).

= We can then project our future EPS by evaluating
each component of the preferred procedure.

Stock Investing Made Easy

35

Where Do We Go
From Here ?

35

36
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Management Discussion and
Analysis (MD&A)

» Where do we find out why things
are changing?
—MD&A!

* MD&A
—Part of a company’s annual report.

—Management provides an overview of
what has happened and why?

Stock Investing Made Easy

37

RPM International Inc.
A world leader in specialty coatings and sealants

RPM
Case Study
RPM INTERNATIONAL
BRUSTOLEUM @ DayGlo

(arboline

NATIONAL ASIOCMTION OF INVESTORS CORPORATIC

BETTERINVESTING

Empowering Investors Since 1951

o ROCKSOLID

= ‘lowcrete ==

e

37
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Rm RPM International Inc.
A world leader in specialty coatings and sealants
39
39
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§"SGPLUS

[ b | Valuation and Retum | Quarterty Data

File Data Print Research Tools Close [EEECCl

Study not saved. Click to save. ] [Z7

Projection Starting Point
Mr’“’ * sl G e

FY2016 QuarterEnding (08116)

» Company: RPM International (RPM)

Sales EPS
Latest Quarter 1252 083
Year Ago Guarte 123 074
Percentage Change 0% 122%

[ Analyst Consensus Estimates |
Sales 2 Year Estimate: 9%
Sales EPS Long Term Estimate:

— Pre-Tax Profit

— EPS
43%

11.1%

— Net Income @

06 07 08 09 1 12 13 14

Fundamental Company Data

Historical Sales

Historical Earnings
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SSGPLUS

ISP EnE

=========================== | A

Stock Investing Made Easy

[—06 o7 08 09 10 1 12 13 14 15 16 17 18 19 20 21
06 07 08 09 10 11 12 13 14 15
a1 42|
41 42
Stock Investing Made Easy Management’s Discussion and Analysis » Gross Profit Margin
. . . . Selling, General and Administrative
of Financial Condition and Results of Operations Expenses {(“SG&A”)

T

§“§GPLUS

Evaluate Management

Gross Profit Margin Our consolidated gross profit margin
Tmproved to 41.7% of net sales for fiscal 2013 from 40.8% of
net sales for the same period last year, reflecting our 8.0%
growth in sales and moderating raw material costs during
fiscal 2013. Slightly offsetting these favorable impacts was the
combination of unfavorable foreign exchange and the current
year unfavorable mix of sales due to the higher growth in our
consumer segment. Additionally, the gross profit margin for
fiscal 2013 was negatively impacted by approximately 10 basis
points (“bps”) as a result of one-time charges taken by the
roofing division of RPM's Building Solutions Group. The chargef

2007 2008 2009

% Pre-Tax Profit on Sales w 1.1% 5.4% 7.9% 8.7%

2011 2012 2013 2014 | 2015 | 5YrAvg

8.7% 4.3% 9.7% 9.9% 10.0% 8.5% up
Selling, G | and Admini: ive E) (“SG&A") Our
1 d SG&A i d to 32.1% of net sales for fiscal
2013 compared with 30.6% of net sales for fiscal 2012. The 150
P E R E N TAQ E I N Q REAS E bps increase in SG&A as a percent of net sales versus the prior
year : - :
] _— 5 = s R~ — e A 4 W — recorded during fiscal 2013 in relation to the ining bal
on our original $15.0 million loan to Kemrock, and higher bad
New Value (2015) 10,000 Change 0.800 debt expense during the year in relation to our trade accounts,
H’E as well. Also, the increase in SG&A expense includes the
0ld Value (2006) - 9.200 0ld Value (2015) / 9.200 [ impact of increased employee compensation-related
bt o =t Tncluding pension and postretirement benent increased
Change = 0.800 Percentage Increase = 0.087 intangible amortization and other acquisition expense, higher
legal settlement expense, increased advertising expense and
oulside prolessional services expense.
43 44|
43 44
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Gross Profit Margin Our consolidated gross profit margin

1 net sales for fiscal 2016 from a
consolidated gross profit margin of 42.2% for the comparable
period 3 year ago. The current-period improvernent reflects 3
favorable impact from selling price increases of approximately
0.4% and lower manufacturing costs of approximately 1.1%
during fiscal 2018 versus fiscal 2015, Unfavorable foreign
exchange impacted current-period gross profit margin by
approxirnately 0.4%. Foreign exchange has had a significant
irnpact recently upon the costs of sales, since several of our
foreign operations pay their suppliers in U.S. dollars, which has
strengthenad recently against many other foreign currencies.

Additionally, although certain petroleun-based raw materials
have eased lately, the costs of the raw rnaterisls we use are
under generally upward pressure, and over the longer term we
mﬁﬁc—os{%ﬁruse, dueto escalating energy

oCk cOSts, Increased levels of global demand,
and improwved levels of supplier pricing discipline

Ssmn% Goneral and Administrative Eﬁrms {“SG&A"} Our
consolidate expense increased by approximately
$38.0 million during fiscal 2016 versus fiscal 2015, and increased ||
t0 31.6% of net sales from 31.0% of net salesfor the pnor—yT
Penod 5G&A for fiscal 2016 reflects overall added expenses
recorded by our recently acquired businesses, mainly our
recent reconsolidation of SPHC and its subsidiaries, all of
which are included in our specialty segment. SG&A expense
for fiscal 2016 and 2015 was favorably impacted by the reversal
of certain contingent consideration obligations relating to E | v 5-Year
recem acquisitions, and totaled $14.5 million and $29.7 million,

respectively. During fiscal 2018, there was also higher employee  §
compensation expense, including cornmissionSon Nigner sales,
as well as increases in advertising, promotional and professional
services expense. Warranty expense for fiscal 2016 decreased

5 Decades of

Leadership

Strategic Plan

Stock Investing Made Easy

by £2.2 million from the amount recorded 2 year ago, and

it is typical that warranty expense will fluctuate from period 45
to period.

To Recap

= |f Taxes and Shares Outstanding
remain the same going forward,
what will happen if Profit Margins
decrease?

= Sales will grow faster than Earnings
Per Share

45

46

46
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S— M
§SGPLUS

2007 | Fundamental Company Data

‘ Historical Sales 0 4.3%
‘ Historical Earnings 0 11.1%
‘ Pre-Tax Profit D 15.9%

06

@

B‘s’“gémus

J

Stock Investing Made Easy

o ax~l

Historical Sales 3,339 /:Hﬁ

Historical Earnings 1.64

o Pre-Tax Profit 308 /fc

Fundamental Company Data

4.8%

7.5%

8.7%

47

48]

48
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Questions?

Stock Investing Made Easy

TAXES

49

m RPM International Inc.

A world leader in specialty coatings and sealants

50

49

» Company: RPM International (RPM) Study Name: Jan Stock Up \ [ Data | Pint

50

Research

Tools

§5Grs f

| Company Basic Data

Annual Data

Quarterly Data

| Refresh Study Data

LY
-

2007
2008
2009
2010
2011
2012
2013
2014
2015

-22.2

33.9
325
311
288
379
279
496
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2015

Income Tax Rate The effective income tax rate was 26.1% for
Tiscal 2016 compared to an eff i tax rate of 49.6% for
fiscal 2015. The decrease in the effective tax rate from fiscal 2015
to fiscal 2016 was primarily attributable to a fiscal 2015 deferred
income tax charge of $106.2 million for the estimated tax cost

associated with unremitted foreign earnings not considered to
be permanently reinvested. The comparable provision amount
in fiscal 2016 is a benefit of $3.7 million.

2014

income Tax Rate The effective income tax rate was 49.6% for
Tiscal Z0TE comnpared to an effective income tax rate of 27.9%
for fiscal 2014. The increase in the effective income tax rate is
primnarily due to a deferred income tax charge of $106.2 million
recor ded in fiscal 2015 for the estirnated tax cost associated with
unremitted foreign earnings notconsidered to be permanently
reinvested. The comparable provision amount in fiscal 2014
was $2.5 million: please see Note A(18) for further discussion
regarding the change inforeign unremitted earnings not
considered to be permanently reinvested. The increase in

the effective tax rate from fiscal 2014 to fiscal 2016 was also
attributable to a decrease in the benefit from the domestic
manufacturing deduction. The above increasestothe effective
tax rate were partially offset by increases in the benefit from the
impact of foreign oparations and valuation allowance reversals.

Additionally, 3 non-recurring net tax benefit was recorded

in fiscal 2014 that was primnarily comprised of the benefit
associated with recognition of a foreign deferred incorne tax
| asset resulting fror the merger of certain foreign idiari

VALUE
LINE

2016 | 2017 | ©VALUE LINE PUB. LLC [19-21
3621 | 37.35 [Salespersh A 43.20
350 |  3.70 |“Cash Flow” persh 455
263 | 2.80 |Earnings per sh 48 2.50
1,09 | 1.20 |Div'ds Decl'd per sh Cw 144
8 | 1.00 |Cap'l Spending per sh 85
10.32 | 11.80 |Book Value per sh © 17.60
132.84 | 132.50 |Common Shs Outst'q £ | 132.00
173 Avg Ann'l PJE Ratio 8.5
<) Relative P/E Ratio 1.15
24% Avg Ann’l Div'd Yield 2.2%
48136 | 4950 |Sales (Smill) # 5700
14.1% | 14.5% |Operating Margin 15.0%
111.0| 115 | Depreciation ($mill) 130

375 |Net P rofit {$mill) A
261%)| 28.0% IIncomeTax Rate 30.0%

partially offset by the impact of the enactment of a Canadian tax
law change, Canada Bill C-48, Technical Tax Amendments Act,
2012, enacted as of June 26, 2013

52

52
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To Recap

» |f Pre-Tax Profit Margins and
Shares Outstanding remain the
same going forward, what will
happen if Tax Rates increase?

» Sales will grow faster than Earnings
Per Share

53

53

* Company: RPM International (RPM) Study Name: Jan Stock Up R asy

g“SGPLus

Avi Horwitz
Stock Investing Made Easy
m RPM International Inc.
A world leader in specialty coatings and sealants
SHARES OUTSTANDING
54
54
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SSGPLUS
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56
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ggéPLUS

Legend

— Sales
= Pre-Tax Profit

= EPS

et Income
jares Outstanding

. . Year
File Print Research Tools Close

Stock Investing Made Eas_y

Diluted

™ 2006

ggGPLUS 2007

2008
Research Tools |

Data | Print

Company Basic Data
{ Annual Data

Quarterly Data

2009 127.7

2010 128.1

2011 128.7

Refresh Study Data

2012 129.8

2013 132.3
2014 134.9

— 2015 @6D)

58

57

58

o\

5 Decadas of

Leadership
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Notes to Consolidated Financial Statements

59
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NOTE G — COMMON STOCK

On January 8, 2008, we announced our authorization of a stock
repurchase program under which we may repurchase shares
of RPM Intarmnational Inc. common Stock at managemeant’s
discretion for general corporate purposes, Qur current intent

is to limit our repurchases to ap proximately one to two million
shares per year, which would include amounts required to offset ]
dilution created by stock issued in connection with our equity-
based compensation plans and other repurchases. As a result of
this authorization, we may repurchase shares from time to time
in the open market or in private transactions at various times
and in amounts and for prices that our management deems
appropriate, subject to insider trading rules and other securities
law restrictions. The timing of our purchases will depend upon
prevailing market conditions, alternative uses of capital and
other factors. We may limitor terminate the repurchase program
atany time. During the fiscal year ended May 31, 2016, we
repurchased 800,000 shares of our common stock at a cost of
approximately $35.1 million, or an average cost of $43.28 per
share, under this program. During the fiscal year ended May 31,
2015, we repurchased 595,106 shares of our common stock at a
cost of approximately $27.6 million, or an average cost of $46.36
per share, under this program. During the fiscal year ended

May 31, 2014, we did not repurchase any shares of our common
stock under this program.
INOTE H — STOCK-BASED COMPENSATION

Stock-based compensation represents the cost related to stock-
based awards granted to our employees and directors; these
awards include restricted stock, restricted stock units and SARs.
We grant stock-based incentive awards to our émployees and/

To Recap

If Pre-Tax Profit Margins and Taxes
remain the same going forward,
what will happen if Shares
Outstanding continues to increase?

= Sales will grow faster than Earnings
Per Share

or our dirsctors under various share-based compensation plans.
Plans that are active or provide for stock option grants or share-

60

60
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Preferred Procedure Calculation

Restore Defaults
Defaults Judgments Result
Projected 5 Year Sales Growth Rate (Your Forecast): 5.0% 6,144

Less Expenses (5 Yr Avg % Pre-Tax Profit Margin): 8.5% -5,621
Less Taxes (Last Yr. Tax Rate): 26.1% -136

Less Preferred Dividends (Current Prefd Div): 0
Projected 5 Yr Total Earnings: 386
Divided by Shares Outs. (Current Dil. Shares(M): ~ 135.2 [ 135. 85
Ll 5 Year Compound Annual EPS Growth Rate:

SSGPL S

Restore Defaults

Preferred Procedure Calculation

Defaults Judgments Result

Stock Investing Made Easy

What Do You Do with
Preferred Dividends ?

» Preferred dividends must be paid to preferred
shareholders before common shareholders get
paid.

= To common shareholders, it is the equivalent of
an expense.

» Estimate the preferred dividends five years in
the future and subtract them from earnings
before dividing by shares outstanding.

62

62
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How We Use This

g"SGPLUS

Fundamental COmpa ny Data

S

Hlstorlcal Sales

Historical Earnings 11.1%

e

Projected 5 Year Sales Growth Rate (Your Forecast): 5.0% (75 6,144
Less Expenses (5 Yr Avg % Pre-Tax Profit Margin): 8.5% 9 -5,529
Less Taxes (Last Yr. Tax Rate): 26.1% ” =160
Less Preferred Dividends (Current Pref'd Div): 0.0 f— 0
Projected 5 Yr Total Earnings: 454
Divided by Shares Outs. (Current Dil. Shares(M): ~ 135.2 [ 1352 3.36 | |
§ Year Compound Annual EPS Growth Rate:
A~ )
61
Stock Investing Made Easy
Questions?
n
63
63

64
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BeTTER NG
» Determine EPS 5 Year Forecast
Select 5 Year Forecast EPS Growth Rate: Historical Data
-
Projection Starting Point: ANNUAL [EPS = 2.63. Sales = 4.814)
Your EPS Growth Rate Forecast [ 0.5 % 5 Year Estimate: 270 "’—/
Analyst Estimate: (13.0% 2008 3339
2007 3644
® Preferred Procedure Growth Calculation: 0.5% 5 Yoar Estimate: 27 = e
2009 3413
2010 3382
Preferred Procedure Calculation 20m pphin
Defaults Judgments  Result 2013 4376
Projected § Year Sales Growth Rate (Your Forecasty:  5.0% | 5 6,144 2014 4588
Less Expenses (5 Yr Avg % Pre-Tax Profit Margin): 8.5% \' 85 -5,621 2015 4814
Less Taxes (Last Yr. Tax Rate): 26.1% \ 30 157
2016 Q1 4823
Less Preferred Dividends (Current Prefd Div): 0.0 [ 00 0
Projected § Yr Total Earnings: 366
Divided by Shares Outs. (Current Dil. Shares(M): 1352 1352 27
§ Year Compound Annual EPS Growth Rate: 0.5%
» Pre-Tax Profit Margin
» Diluted Shares Outs
[ paete S | + Sales Growth Trend
65 » EPS Growth Trend

65
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SSG™“S How We Use This

Preferred Procedure Calculation

Restore Defaults

Defaults Judgments Result

Projected 5 Year Sales Growth Rate (Your Forecast): 5.0% e 6,144
Less Expenses (5 Yr Avg % Pre-Tax Profit Margin): 8.5% @ =5,621
Less Taxes (Last Yr. Tax Rate): 26.1% @ -157

Less Preferred Dividends (Current Pref'd Div): 0.0 [—DO 0
Projected 5 Yr Total Earnings: 366

Divided by Shares Outs. (Current Dil. Shares(M):  135.2 2.67
5 Year Compound Annual EPS Growth Rate:

66

66

How We Use This
g“SGPLus

What are we
trying to
accomplish
by using the
SSG?2

Stock Investing Made Easy

[ CC(~PLUS
SSE™ Low We Use This..,.

T e L TD

Twe are projecting Sales and Earnings
Per Share 5 years into the future!

67

s o7 o oo 10 1 141 The top of our Income Statement (Sales)
and the bottom (Earnings Per Share )
68
68
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'USING PREFERRED PROCEDURE — WE CAN !
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We want to determine what we expect
our Income Statement to look like 5

years from now!!

08 09 10 mn 12 13 14 15 16 17 18

ssGrusHow We Use This

Our expected Income Statement
Preferred Pr|
5 years from now !

Defaults Judgments
Projected 5 Year Sales Growth Rate (Your Forecast): 5.0% 5

Les Yr Avg % Pre-Tax Profit Margin): 8.5% 8.5 - 5621
Lest Yr. TaxRate):  26.1% 30 | - as7

69

69
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Why Use Preferred Procedure

* By looking at each component
we get a better picture of what
future EPS might reasonably
be.

* For aless consistent EPS
history, Preferred Procedure
can help focus a future EPS
estimate.

71

71

Less Preferred Dividends (Current Prefd Div): 0.0 0.0 0
Projected § Yr Total Earnings: 366
Divided @ ts. (Current Dil. Shares(M): 135.2 | == 136.7 2.67
§ Year Compound Annual EPS Growth Rate: 0.3%
70
70
Stock Investing Made Easy
www.betterinvesting.org/
El MY ACCOUNT -]
My Account
Personal
Information
Website
Password
Magazine App
Password
E |Emai| and
Product
Subscription
Information
3 ocal Chapter News and Events
Occasional communications from your local BetterInvesting chapter about news and events taking
place in your area.
72
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BETTERINVESTING

www.betterinvesting.org/

3 Login €Not Logged in /
Non-Member

@ Learn More
MEMBER STORIES [""“’ EAlAC e <:

First Name
E » OURLOCAL CHAPTERS {

i

MEET OUR
COMMUNITY .

Local Events

Model
Investment Club

Last Name

Postal/Zip Code

BETTERINVESTING

l www.betterinvesting.org/
Logged in S oo IR 1]

OUR El Contacts

COMMUNITY @

Local Events

- Model
Investment Club
GET STARTED Visit-A-Club
CHAPTER BASICS Investment Club
Support

News & Articles

El Volunteering
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Summary

In this session we’ve touched on:
» What preferred procedure is.

» The relationship of the Income Statement,
the SSG and preferred procedure.

* Why we should use preferred procedure.

* Understanding the relationship between
the lines on the SSG graph.

» Working with preferred dividends.

75

Special Thanks

Ron Bruyn, Director, Orange County Chapter

Linda Glein, Director, Puget Sound Chapter
Claire Struthers, Director, Heartland Chapter
Joe Smith, New Jersey

Thonk 3

These are all special people whose work
contributed to this session and who passed their
knowledge of Betterlnvesting methodology to me.
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Make A Difference In
Someone’s Life
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If you have benefited from
BETTERINVESTING, ...

== aget please pick up some
~° # € BETTERINVESTING ( Tigker )
AT L\E materials

evant
lorg o

and introduce others to this dynamic -

investment education opportunity!

Pay it forward

weekl

s and analysis
Jorm nvesiors

y

for

Questions or Comments?

ah cpabe.com

ah@cpabe.com

Avi Horwitz
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Green Mountain Coffee Roasters, Inc.

Consolidated Statements of Operations
(Dollars in thousands except per share data)

Fifty-two weeks ended  Fifty-two weeks ended  Fifty-two weeks ended

September 24, September 25, September 26,
2011 2010 2009

Nt SAlES . ..ottt e $ 2,650,899 $ 1,356,775 $ 786,135
Cost OF SAlES . . ..o 1,746,274 931,017 540,744

GIOSS PrOfit . . .ot 904,625 425,758 245,391
Selling and Operating EXpPEeNSES . . ...« vttt ettt e e 348,696 186,418 121,350
General and adminiStrative EXPeNSES . . . ..o vttt ettt e e e e e 187,016 100,568 47,655
Patent litigation settlement . . ... ... ... .. — — (17,000)

OPerating iNCOMIC . . .« vttt et e ettt e e e e e e e e e et e e e 368,913 138,772 93,386
Other INCOmME (EXPENSE), NMET .« .« v v vttt ettt e et e e e e e e e e e 648 85 (662)
Loss on financial InStruments, NEt . . .. ...ttt ittt e e (6,245) (354) —
Loss on foreign CurrenCy, Net . . ... ..o vttt et e e e e (2,912) — —
INEEIESE EXPEIISE .« . ot vttt ettt e et e e e e e e (57,657) (5,294) (4,693)

Income before INCOME tAXES . . . o oot e e e e e e e e 302,747 133,209 88,031
INCOME tAX EXPENSE . . oot vttt ettt e e e e e e e e e (101,699) (53,703) M)

NEt INCOME . . o oo et e e e e e e e e e e e e e e $ 201,048 $ 79,506 $ 54,439
Net income attributable to noncontrolling interests ... ..............uueuninenennenenan . 1,547 — —

Net income attributable t0 GMCR . . .. ..ot $ 199,501 $ 79,506 $ 54,439
Basic income per share:

Basic weighted average shares outstanding . ............ .. .. . . i i 146,214,860 131,529,412 113,979,588

Net income per common Share—basic . . .. ... ...\ttt $ 1.36 $ 0.60 $ 0.48
Diluted income per share:

Diluted weighted average shares outstanding . ............ .. .. .. .. ... 152,142,434 137,834,123 120,370,659

Net income per common share—diluted ... ..............uuuurriiiinn. $ 1.31 $ 0.58 $ 0.45

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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Let's Look a Little Closer

(Option 1)
=
Vi A {2011 |
7 From 2010 to 2011
Sales and Pre-tax

o
2010 Pﬂ / Profit moved
% A/ closer!
()
The space between
3 the lines —

Expenses
— got smaller

2009 2010 2011

How do we decide if our Pre-Tax Profit Margin has grown? We will give you 3 options to try to get a quick
answer visually.

We can draw an imaginary line on our SSG. Here are the two most recent years from our example company.
The two headed arrow drawn in for each of the two years is exactly that same size.

Note that in 2010, our 2™ to last year, the line fits nicely between our plotted Sales and our plotted Pre-Tax
Profit. If we move to 2011, the same size arrow now goes from Sales, but it extends into our plotted Pre-Tax
Profit . That means the lines got closer.

That means Pre-Tax Profit grew faster than Sales . This means expenses out of each dollar of Sales got smaller
and we will see a higher Pre-Tax Profit Margin in 2011 versus 2010.

This is one way of doing it. If you are a pretty visual person, you can usually eyeball it and tell if the lines are
getting closer or further apart. If not, we have alternative ways of doing this.

1



Let's Look a Little Closer
(Option 2)

Move the lines so that the first year of data overlaps

First Year e Which grew
Data *. SSGPLUS faster?
."‘.:A e vv ‘c‘{ *
2

In Toolkit and in SSG Plus you can move the lines on the SSG. The most important aspect of this is that this
makes sure we can plot Sales above Pre-Tax Profit . The same applies to keeping the other lines in the order
of the Income Statement as well.

This also enables us to move our lines around so that we can determine which line has grown faster. If we
want to know whether Pre-Tax Profit has grown faster than Sales, we can simply manipulate the lines so that
the first year of data for each of the two lines is at the exact same spot. We can then look ahead at the most
current year and we can see that the Pink line, Pre-Tax Profit , has ended up above the Green, Sales line. This
means Pre-Tax Profit has grown faster than Sales over our 10-year period. Our Pre-Tax Profit Margin in our
most recent year is higher than it was in the first year, which means that while part of Earnings Per Share
growth came from Sales, it got a boost because our Profitability increased and that trickles down to the
bottom-line Earnings Per Share.



Let's Look a Little Closer
(Option 3)

Move the trend lines so that the first year overlaps
i TvESTING Which grew
First Year =
L
of Trend SSG b faste‘.r’.?‘.
Lines -, \Nﬁa
4 —o

We have one other suggestion, our third way of doing this. For those of us who are older than the hills like
me, we remember doing the Stock Selection Guide by hand and drawing in a trend line which helped us
measure the growth over the 10-year period.

The nice thing about the SSG Plus is that you have the trend lines showing up. You can clearly see the straight
pink line moving through our plotted Pre-Tax Profit . Itis a little harder to spot in our Sales because the
plotted Sales points form such a straight-line that it makes it hard to see, But if you look closely, it is there.

The third method is to move the beginning of the trend lines, back in our first year, so that the trend lines,
rather than the actual data points, overlap. Once you do that you can see which line slopes more, or grew
faster, and in our example, we can easily see that the growth of the trend line for Pre-Tax Profit grew faster
than the trend line for Sales.

It doesn’t matter which trend line you move to start at the same place as the other one. It is your choice.
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About RPM

RPM International Inc. is a multinational holding
company with subsidiaries that manufacture and market
high-performance coatings, sealants and specialty

chemicals, primarily for maintenance, repair and improvement
applications. In fiscal 2013, the company’s industrial products

accounted for 65 percent of total sales, with consumer
products representing the remainder.

RPM'’s industrial products are sold in approximately
150 countries and territories. The industrial segment’s
products include:

* Tremco and illbruck construction sealants, waterproofing
systems, air barriers and firestopping systems;

* Tremco roofing materials and services;

* Euco admixtures and other products for the concrete and
masonry industries;

* Stonhard, Flowcrete and API polymer flooring systems;

» Carboline high-performance corrosion control coatings
and fireproofing coatings;

* Viapol building materials and construction products;

* Universal Sealants expansion joints and waterproofing
for bridge decks; and

» Fibergrate fiberglass reinforced plastic grating.

Paper from
responsible sources
FSC

oy FSC® C012763

RPM'’s consumer products are sold primarily in North America
and the United Kingdom, with an increasing presence on the
European continent. The consumer segment’s products include:

* Rust-Oleum rust-preventative and small project paints;
high-performance garage and basement floor, deck and
concrete coatings; and specialty paints and coatings;

* DAP caulks, sealants, adhesives, and patch and
repair products;

° Zinsser primer-sealers, wallcovering preparation and
removal products, and mildew-resistant paints;

* Rust-Oleum, Varathane and Wolman wood stains and finishes;
* Kirker nail care enamels and coatings components;

* Tor, Blackfriar and HiChem specialty coatings; and

» Testors hobby products.

Quick Facts

Stock Listing: New York Stock Exchange (Symbol: RPM)
Institutional Stockholders: 340 (70 percent of total shares)
Individual Stockholders: 101,000 (30 percent of total shares)
Employees: More than 10,500 worldwide

Manufacturing: 93 facilities in 23 countries



Selected Financial Data Refer to page 2 for

(In thousands, except per share and percent data) Consolidated Results Graphs
All financial data based on fiscal years ended May 31 2013 2012 2011 2010%° 2009* 2008° 20075 2006° 2005° 2004 2003°
RESULTS FROM Net sales $ 4,078,655 $3,777,416 $ 3,381,841 $3,412,716 $ 3,368,167 $3,643,791 $3,338,764 $ 3,008,338 $ 2,555,735 $2,307,553 $ 2,053,482
OPERATIONS Income (loss) before income taxes 176,891 328,289 295,053 268,454 180,868 34,007 307,535 (122,475) 163,728 217,616 47,853
Net income (loss) attributable to RPM International Inc. stockholders 98,603 215,936 189,058 180,037 119,616 44,428 208,289 (76,205) 105,032 141,886 35,327
PERFORMANCE Return on sales % 24 5.7 5.6 5.3 3.6 1.2 6.2 (2.5) 4.1 6.1 1.7
MEASURES Return on total RPM International Inc. stockholders’ equity % 8.3 17.7 16.1 16.2 10.5 4.0 20.7 (7.8) 10.5 15.4 4.1
PER SHARE DATA Basic earnings (loss) per common share attributable to
RPM International Inc. stockholders $ 075 $ 1.65 $ 146 $ 140 § 093 § 036 $ 1.7 $ (068) $ 087 $ 123 § 0.31
Diluted earnings (loss) per common share attributable to
RPM International Inc. stockholders 0.74 1.65 1.45 1.39 0.93 0.36 1.64 (0.68) 0.86 1.16 0.30
Cash dividends declared per share 0.890 0.855 0.835 0.815 0.7900 0.7450 0.6850 0.6300 0.5900 0.5500 0.5150
Total RPM International Inc. stockholders’ equity per share 9.31 9.24 9.91 8.50 9.05 9.46 9.20 1.93 8.88 8.38 1.56
BALANCE SHEET Total RPM International Inc. stockholders’ equity $1,200,858 $1,183,656 $1,263,164 $1,079,473 $1,143,671 $ 1,136,556 $1,086,870 $ 925941 $1,037,739 $ 970,402 $ 871,752
HIGHLIGHTS Retained earnings 667,774 686,318 583,035 502,562 427,955 412,314 475,676 349,493 500,125 464,026 385,791
Working capital 958,242 1,012,179 1,132,681 818,667 703,754 937,614 705,509 655,718 693,656 516,542 499,863
Total assets 4,115,526 3,561,813 3,515,029 3,004,024 3,409,921 3,763,567 3,333,149 2,996,064 2,647,475 2,345,202 2,238,224
Long-term debt 1,369,176 1,112,952 1,106,304 924,308 762,295 1,066,687 886,416 870,415 837,948 718,929 724,846
OTHER DATA Cash from operating activities $ 368,454 $ 294,872 $ 238,166 $ 203,936 $ 266,995 $ 234714 $ 202,305 $ 185,489 $ 157,352 $ 154,035 $ 156,276
Depreciation and amortization 83,744 73,698 72,753 84,253 85,144 85,366 81,607 74,299 65,992 63,277 58,674
Average shares outstanding 128,956 128,130 127,403 127,047 126,373 120,151 118,179 116,837 116,899 115,777 115,294

" Reflects (i) revised cost estimates and exit costs on unprofitable contracts related to the industrial segment totaling $11.0 million ($8.4 million after-tax), (ii) the write-off of the company’s various investments in Kemrock Industries and Exports Ltd. totaling $78.6 million ($75.0 million after-tax), (iii) the loss on the proposed settlement between the Building
Solutions Group and the GSA for $65.1 million ($46.1 million after-tax), (iv) the strategic repositioning of certain operations in Brazil for $6.1 million ($1.6 million benefit after-tax), and (v) restructuring expense for $23.9 million ($14.8 million after-tax). * ? Reflects the loss recorded upon deconsolidation of Specialty Products Holding Corp. (SPHC) on May 31, 2010
(See Note A[2] and Note O to the Consolidated Financial Statements). * 2 Excluding the impact of the loss recognized upon deconsolidation of SPHC and assuming that the deconsolidation of SPHC had occurred prior to fiscal 2010, pro-forma results for fiscal 2010 would have resulted in consolidated net sales of $3.12 billion, income before income taxes of
$260.2 million, net income attributable to RPM International Inc. stockholders of $162.9 million and diluted earnings per share of $1.26. * * Reflects the impact of goodwill and other intangible asset impairment charge of $15.5 million ($15.3 million after-tax) in 2009. * ° Reflects the impact of asbestos-related insurance settlement of $15.0 million ($9.7 million after-
tax) in 2007, and asbestos charges of $288.1 million ($185.1 million after-tax) in 2008, $380.0 million ($244.3 million after-tax) in 2006, $78.0 million ($49.5 million after-tax) in fiscal 2005 and $140.0 million ($87.5 million after-tax) in fiscal 2003 (See Note 0 to the Consolidated Financial Statements). * Acquisitions made by the company during the periods presented
may impact comparability from year to year (See Note A[4] to the Consolidated Financial Statements). ® Certain reclassifications have been made to prior-year amounts to conform to the current-year presentation. * See Notes to Consolidated Financial Statements.

Segment Charts

Industrial Segment Consumer Segment
Net Sales Earnings Before Identifiable Assets Net Sales Earnings Before Identifiable Assets
$in billions Interest & Taxes' 2 $in billions $in billions Interest & Taxes' $in billions
$in millions © $in millions
S 2.75 > — 300 o~ — 250 g — 150 S —— 200 — 175
<t N l\ N — - g
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M 2010 Pro-forma (assumes the deconsolidation ! Earnings Before Interest & Taxes for business segments is reconciled to Income (Loss) Before Income Taxes on page 26 for each of the three years ended May 31, 2013.

of SPHC occurred prior to fiscal 2010) 2 Includes goodwill and other intangible asset impairment charge of $15.5 million in 2009. Excluding this charge, industrial segment EBIT would have been $196.5 million.



Manufacturing

Connections
Creating Value

Frank C. Sullivan
Chairman and Chief Executive Officer

Research & Distribution
Development

Sales &
Marketing

To the Associates,
Customers and
Shareholders of
RPM International Inc.

For this year’s annual report, we are highlighting an aspect of our
business that has become central to our culture: connections. While we
have long been proud of our entrepreneurial spirit that supports nimble,
close-to-the-market performance by more than 50 distinct RPM business
units, these businesses have increasingly benefited from collaboration
with their fellow RPM operating companies to increase market
penetration, improve efficiencies in distribution and manufacturing,
share technologies and reduce their costs.

Particularly gratifying is the fact that this collaboration is occurring as a
result of independent entrepreneurs tapping the resources of their peers.
While RPM’s lean corporate office staff has created certain programs to
support operations, our entrepreneurial operating management teams
also work with each other to jointly develop innovative new products,
enter new markets, strengthen their supply chains and enhance
customer service. The result is both top and bottom line improvements
achieved at the operating level without the burden of a rigid corporate
structure, which drives RPM's overall growth in sales and earnings.
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* Excludes asbestos charges of $140.0 million ($87.5 million after-tax) in 2003, $78.0 million ($49.5 million after-tax) in 2005, $380.0 million ($244.3 million
after-tax) in 2006 and $288.1 million ($185.1 million after-tax) in 2008; asbestos-related insurance settlement of $15.0 million ($9.7 million after-tax) in
2007; intangible asset impairment charges of $15.5 million ($15.3 million after-tax) in 2009; fiscal 2010 excludes the impact of the loss recognized upon
deconsolidation of SPHC and its wholly owned subsidiaries on May 31, 2010 and assumes the deconsolidation of SPHC occurred prior to fiscal 2010;

These connections were key drivers of our operating
performance in the fiscal year ended May 31, 2013, and, more
importantly, the success of existing connections is prompting
additional collaboration among our operating units that will
benefit future performance.

Sales Increase 8 Percent; Net Income Improves
15 Percent, as Adjusted

Excluding one-time adjustments described below, RPM
achieved strong operating results for the 2013 fiscal year.
Net sales increased 8.1 percent to a record $4.08 billion
from $3.78 billion a year ago. As-adjusted consolidated EBIT
(earnings before interest and taxes) grew 7.9 percent to
$421.8 million from $390.9 million in fiscal 2012. As-adjusted
netincome was $241.3 million, up 14.5 percent from the
$210.7 million reported a year ago. Diluted earnings per
share were $1.82, up 13.0 percent from $1.61 in fiscal 2012,
before adjustments.

In our industrial segment, net sales increased 4.1 percent,

to $2.64 billion from $2.54 billion a year ago. As-adjusted EBIT
was $275.4 million, compared to $277.2 million in fiscal 2012.
With the exception of our roofing division, most industrial
businesses in North America benefited from the gradual
economic recovery in the U.S., especially our businesses
serving commercial construction markets.

RPM industrial businesses serving European markets
collectively experienced a modest drop in sales, despite
the deep recession being experienced throughout much of
Europe, partially as a result of strong market share gains by
most of our industrial businesses operating in the eurozone.
Our European-based businesses are also combating the

continent’s recession through export sales to North and

South America, enabled by collaboration with other RPM
industrial companies operating there. Examples include Euclid’s
distribution of Vandex and Flowcrete products in Latin America
and Tremco-illbruck’s manufacture of select products for DAP.

The company’s consumer segment continued to benefit from
the introduction of new products, market share gains and
increased consumer spending as the U.S. housing market
gradually recovers. Also supporting sales growth in this
segment is the marketplace success of new products at price
points significantly higher than RPM’s traditional consumer
product offerings. In addition, the consumer segment
benefited from strong performance by three recently acquired
businesses: Kirker and Synta in fiscal 2013 and HiChem
towards the end of fiscal 2012. Consumer segment sales
increased 16.1 percent, to $1.44 billion from $1.24 billion in fiscal
2012. As-adjusted EBIT increased 31.2 percent to $210.1 million
from $160.1 million a year ago.

These results once again demonstrate the value in maintaining
strategic balance between our industrial and consumer
segments. While our industrial businesses led RPM's sales
and earnings growth coming out of the recession the last two
fiscal years, it was our consumer businesses that performed
exceptionally this fiscal year.

Contrary to RPM's historically uncluttered performance, we
incurred one-time adjustments in each of the four quarters

of fiscal 2013, which totaled $184.8 million pretax. Nearly

75 percent of these charges were related to the write-down of
our investments in Kemrock Industries and Exports Ltd. in India
and accrued costs incurred by our Building Solutions Group
roofing division for a settlement with the U.S. General Services
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and fiscal 2013 excludes (i) revised cost estimates and exit costs on unprofitable contracts related to the industrial segment totaling $11.0 million ($8.4 million after-tax), (i) the
write-off of the company’s various investments in Kemrock Industries and Exports Ltd. totaling $78.6 million ($75.0 million after-tax), (iii) the loss on the proposed settlement between
the Building Solutions Group and the GSA for $65.1 million ($46.1 million after-tax), (iv) the strategic repositioning of certain operations in Brazil for $6.1 million ($1.6 million benefit

after-tax), and (v) restructuring expense for $23.9 million ($14.8 million after-tax).

Administration. The remainder involved costs for plant closings
within the Rust-Oleum and Stonhard businesses to create
ongoing efficiencies of operation. Specifics of these charges
are contained in Management's Discussion and Analysis and
Notes to Consolidated Financial Statements, which begin on
pages 22 and 40, respectively.

On an as-reported basis, including the effect of one-time
charges, consolidated EBIT declined 36.8 percent to

$250.5 million from $396.1 million a year ago. Netincome

was down 54.3 percent, to $98.6 million from $215.9 million

in fiscal 2012, and diluted earnings per share were off

55.2 percent, to $0.74 from $1.65 in the prior year. As-reported
EBIT for the industrial segment declined 38.1 percent to
$174.9 million from $282.4 million in fiscal 2012. As-reported
EBIT for the consumer segment increased 19.1 percent to
$190.6 million from $160.1 million a year ago.

Financial Position Solid, After Funding
Significant Acquisitions

We maintained strong cash flow, capital position and liquidity,
while supporting the acquisition of businesses with more than
$225 million in annualized sales in fiscal 2013.

 Cash from operations was $368.5 million, up 25.0 percent
from $294.9 million in fiscal 2012. In addition to funding
our 39th consecutive year of cash dividend increases,
it supported internal growth programs, approximately
$91.4 million in capital expenditures and acquisition efforts.

* Free cash flow was $159.4 million, up 43.5 percent from
$111.1 million in fiscal 2012.

* The company's net (of cash) debt-to-total capital ratio
remained within our historic norms, which have typically
ranged from 40 percent to 60 percent. At the end of fiscal
2013, this ratio was 46.1 percent, compared to 40.3 percent
at the end of fiscal 2012.

* Total available liquidity was $1.1 billion at the end of fiscal
2013, providing a solid footing for our acquisition program.

* At May 31, 2013, the company's long-term debt was
$1.37 billion, with 98.9 percent of it at fixed rates averaging
5.0 percent.

In October 2012, we sold $300 million aggregate principal
amount of 3.450 percent Notes due November 15, 2022.
Proceeds from the offering were used to repay a portion of
outstanding borrowings under RPM'’s revolving credit facility.

Acquisition Growth Continues

We added three sizable companies to the RPM family in
fiscal 2013:

* Viapol Ltda. is an $85 million manufacturer and marketer
of building materials and construction products based
in Cacapava, Brazil, near Sao Paulo. Acquired on
June 19, 2012, Viapol is operating as part of our Euclid
Chemical Group, and significantly strengthens RPM in a
key geographic location. Viapol is not only an excellent
and well-run business in its own right, but also will serve
as a strategic springboard for the introduction of products
from other RPM companies into the Brazilian market. As
an example of our connections theme, Viapol has already
begun adopting some of Euclid’s admixture and concrete-
based technologies. Brazil is the largest economy in South



America and the sixth largest in the world, presenting RPM
with exceptional growth opportunities. Viapol's management
team, led by Ariovaldo Jose Torelli and Alexandre Racz,
continues to run the business.

 Kirker Enterprises, Inc. is a leading manufacturer of nail
care enamels, coatings components and related products
for the personal care industry. This acquisition put us into a
new, but related, market category. Based in Paterson, New
Jersey, Kirker has annual sales of more than $100 million and
was acquired on September 5, 2012. One Kirker connection
involves RPM'’s Radiant Color subsidiary, which provides
fluorescent pigments to Kirker in Europe. Additionally, we
expect Kirker will benefit from the coatings expertise and
technology housed in other RPM companies, as it addresses
its personal care marketplace. Kirker's management team,
including Chief Executive Officer Jeffrey Hersh, leads the
business as part of the company’s RPM; Group.

» Synta Inc. is a $40 million producer and marketer of
innovative exterior wood deck and concrete restoration
systems. Operating as a stand-alone business within
Rust-Oleum’s Consumer Business Group, Synta’s
primary product line, which has superior performance
characteristics to conventional stains, paints and sealers,
is sold under the Rust-Oleum Restore brand. It has
already benefited from Rust-Oleum'’s extensive marketing
and distribution capabilities since the acquisition on
September 24, 2012. Synta also addresses the arts and crafts
market through its Anita’s brand coatings and the specialty
coatings market through its MyColor by Pantone brand.
Randy Moore, Synta chief executive officer, continues to
lead the organization as part of Rust-Oleum.

We welcome the employees and management teams of these
businesses and look forward to their continued personal and
professional growth within the RPM family of companies.

New Directors Join Board

Two new directors joined the RPM board this year. On
January 22, 2013, we announced the appointment of
Salvatore D. Fazzolari to the board of directors, replacing
James A. Karman, who retired at the company’s annual
meeting of shareholders on October 4, 2012, following 50 years
of service. Sal is the former chairman, president and chief
executive officer of the New York Stock Exchange-listed
Harsco Corporation, a $3.3 billion diversified global industrial
services company based in Camp Hill, Pennsylvania.

During his 32-year career at Harsco, Sal was instrumental

in the company'’s transformation from a North American
manufacturing business into a worldwide industrial services
company. Sal began his career in its finance department,
and served as director of auditing, corporate controller,
chief financial officer and treasurer prior to his most recent
duties. He also serves on the board of directors of Gannett

Fleming Affiliates, Inc. and Susquehanna University and holds
a bachelor of business administration degree in accounting
from Pennsylvania State University. He serves on the audit
committee of the RPM board.

On April 18, 2013, we announced that Craig S. Morford had
been appointed to the board in anticipation of the retirement of
William A. Papenbrock at the annual meeting of shareholders
on October 10, 2013. Craig, who serves on the governance

and nominating committee, is chief legal and compliance
officer of Cardinal Health, Inc., a $108 billion health care
services company traded on the New York Stock Exchange.
His responsibilities include legal affairs, regulatory compliance,
corporate governance, environmental health and safety
compliance, corporate ethics and enterprise risk management.
Before joining Cardinal Health, Craig spent 20 years with the
U.S. Department of Justice, which included an appointment

by President George W. Bush as acting U.S. deputy attorney
general. In that role, he oversaw 100,000 employees at 93

U.S. Attorney offices, the Federal Bureau of Investigation, the
Drug Enforcement Administration and the Bureau of Alcohol,
Tobacco and Firearms. Craig also serves on the executive
committee of The Association of General Counsel and on the
audit and compliance committee of The Ohio State University.
He earned his bachelor of science degree in business
administration from Hope College and a juris doctorate from
Valparaiso University.

We are truly indebted to Bill Papenbrock for his wise counsel
and keen insight, which had a direct impact on our growth and
success during his 41 years of service to RPM. He is a retired
partner of the law firm Calfee, Halter & Griswold LLP, which
he joined as an attorney in 1964, becoming partner in 1969 and
serving as vice chairman of its executive committee for many
years. From 1970 until his retirement from the law firm in 1999,
he provided RPM with legal counsel on corporate transactions
and securities regulation matters. Bill earned his bachelor of
science degree in business administration from Miami (Ohio)
University and his bachelor of laws degree from Case Western
Reserve University Law School. Few board members of any
public company can claim to be part of four decades of growth
from $15 million to more than $4 billion.

Dividend Increased for 39th Consecutive Year

RPM has had a long-standing commitment to delivering
shareholder value through a continuously increasing annual
cash dividend. On October 4, 2012, the board of directors raised
the quarterly dividend to $0.225 from
$0.215. This 4.7 percent increase
marked our 39th consecutive year
of dividend increases and put
RPM in an elite category of less
than 50 companies, out of
19,000 that are publicly traded,

consecutive years
of dividend increases
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Kirker Enterprises, Inc.

Kirker Enterprises, Inc. is a $100 million
leading manufacturer of nail care enamels,
coatings components and related products

for the personal care industry.

wiapol

impemreabilizantes

Viapol Ltda.

Based in Brazil, Viapol Ltda. is an $85 million
manufacturer and marketer of building
materials and construction products. It will
serve as a platform for other RPM companies
to enter the Brazilian market, which is
South America’s largest economy.

Fiscal 2013
Acquisitions

The Best Home
for Entrepreneurial Companies

RPM creates shareholder value by

attracting successful entrepreneurial )
companies and applying a m

disciplined approach to investing Synta Inc'_Nc'

in their continued growth. Synta Inc. is a $40 million manufacturer of the innovative

Restore brand of wood deck and concrete restoration
coatings. It also serves the arts and crafts market
with its Anita’s and MyColor by Pantone brands.




Comparison of

Cumulative Total Return

Among RPM International Inc.,
the S&P 500 Index and a Peer Group

The following graphs compare the cumulative five-year
and ten-year total return provided shareholders on

RPM International Inc.’s common stock relative to the
cumulative total returns of the S&P 500 Index and a
customized peer group of seven companies that includes:
Akzo Nobel N.V., Ferro Corporation, H.B. Fuller Company,
Masco Corporation, PPG Industries, Inc., The Sherwin-
Williams Company and The Valspar Corporation. An
investment of $100 (with reinvestment of all dividends) is
assumed to have been made in RPM common stock, the
peer group and the index on 5/31/2008 and 5/31/2003, and
their relative performance is tracked through 5/31/2013.

5/08

to have increased the dividend for this period of time or longer,
according to the 2013 issue of the Mergent Handbook of
Dividend Achievers.

With a dividend yield of approximately 3 percent for most of
the past year, along with appreciation in RPM’s stock price,
an investment in the company is attractive to both individual
and institutional investors. RPM’s total return — share price
appreciation plus dividends reinvested — has outpaced the
Standard & Poor’s 500 by 87 percent over the past 10 years
and by 27 percent over the past five years, as shown in the
charts above.

Outlook for Fiscal 2014 Remains Positive
in Face of Challenges in Europe, Roofing

Looking ahead to our 2014 fiscal year, we anticipate sales
growth of 5 percent to 7 percent leading to growth in net
income of 9 percent to 13 percent. The bottom line growth
would equate to $1.98 to $2.05 per diluted share. The fairly
wide range of our fiscal 2014 earnings guidance relates to
uncertainty as to the timing of recovery in the European
economy and in our roofing business, as well as the impact

of currency translation in light of volatile global currency rates.

We expect the consumer segment to continue its robust
performance of fiscal 2013 in the year ahead for a couple of
reasons. First, sales of both existing and new homes in the
U.S. are clearly recovering. Our consumer businesses benefit
from both, particularly existing home sales where buyers
look to improve their properties after moving. Second, our
consumer businesses are performing well in the marketplace
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Five-Year Comparison

by gaining market share and stepping up new product
offerings at significantly higher price points than our
traditional product lines.

A case in point is Rust-Oleum NeverWet, a super-hydrophobic
treatment that temporarily repels water. It is suitable for use
on metal, wood, canvas, most plastics and more. This product
was introduced this summer and sales volume has already
been substantial.

In the industrial segment, we are expecting to benefit from

a modest increase in business capital spending and new
commercial construction. However, the speed of economic
recovery in the U.S. continues to be dampened by uncertainty
in government policy and the associated tax policy, creating
a cautionary climate for business spending. We anticipate
industrial segment growth to be tempered somewhat by the
challenges impacting our roofing business and the continuing
recession in Europe.

We expect solid growth in our South American industrial
businesses, due in part to RPM’s much larger presence in
Brazil through the Viapol acquisition and the continued organic
growth of our existing South American operations.

We remain committed to achieving our goal of $5 billion in
revenue by the end of fiscal 2015. We expect to achieve it by
continuing our historical growth model predicated on both
acquisitions and internal growth initiatives. Increasingly,
these internal growth efforts involve connections among our
operating units. While some of these connections have been
in place for decades, many are new, and the momentum for
additional collaboration among our operating units is high.



—

_—
—

5/03 5/04 5/05 5/06 5/07 5/08 5/09 5/10 511 5/12

Ten-Year Comparison

| am particularly proud of the performance of RPM associates
around the globe during this past fiscal year, given the
challenges present in all of the geographies in which we
operate. Our industrial businesses in Europe — much like our
consumer businesses in North America during its “great
recession”— are taking actions now that will position them

to capitalize on the recovery in European economies when it
occurs. The performance of the consumer operations this past
fiscal year and their outlook for continuing growth would not
have been possible without their preparation for the upturn in
the U.S. housing market when it was struggling.

To our associates, customers and shareholders, | thank you for
your investment of time, talent, treasure and trustin RPM.

Fiscal 2014

Outlook
+9-13%

ﬁt? é 2.7: : earnings growth

Frank C. Sullivan + 5_7%
Chairman and Chief Executive Officer sales growth

Very truly yours,

August 27, 2013

+$1.98-$2.05

earnings per share

5/13
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The Value of

168

The Value of 168 is a statement of the corporate philosophy of RPM.
This figure, often cited by our founder, Frank C. Sullivan, literally
represents the number of hours in a week. On a deeper level, it serves
to remind us of his belief that we are born with two great gifts: life and the
time to do something with it. The Value of 168 signifies RPM’s enduring
commitment to our fellow employees, customers and stockholders.

“Hire the best people
you can find.
Create an atmosphere
that will keep them.
Then, let them
do their jobs.”

- Frank C. Sullivan
Founder, RPM
(pictured at left)




Cultural

Connections

o

RPM’s 10,500 employees work at 50 different operating
units around the world. Across this employee base, multiple
languages are spoken, thousands of duties are performed and
millions of customers are served. Yet, despite the variations

in their locations, vernacular and skills, there is one

element that connects all of RPM’s people —the company'’s
entrepreneurial culture.

In embracing this culture, the people at RPM’s business

units are afforded the freedom and flexibility to operate their
businesses in a manner that best serves their customers. They
handle all customer-facing and product innovation activities,
including sales, marketing, research and development,
technical support and customer service. This enables them

to stay ahead of their competitors by responding to customer
needs and market conditions quickly and efficiently.

Cultural Foundation Rooted in Family

This culture dates back to 1947 when RPM's original
entrepreneur, Frank C. Sullivan, founded the company. His
approach was to “Hire the best people you can find. Create
an atmosphere that will keep them. Then, let them do their
jobs.” Decades later, Thomas C. Sullivan applied this thinking
to RPM’s acquisition program to “Buy great companies.
Support them with resources. Then, let them grow.”

In acquiring like-minded businesses over the years, RPM'’s
entrepreneurial culture remains embedded in the fabric of
the company. Today, nearly half of RPM’s businesses are
operated by the original founders, owners or their second- or
third-generation family members. These family connections
perpetuate an entrepreneurial spirit to build a great business,
take care of its employees and provide its customers with
unparalleled products and services. No company in the
industry understands and supports these entrepreneurial
connections better than RPM.




With 93 production facilities around the world, there are numerous efficiencies that can be
gained when RPM companies connect to one another in shared manufacturing. By doing so,

they can often reduce costs, improve speed to market, broaden the availability of their products

and eliminate interruptions in their supply chain. Many RPM businesses take advantage of
these opportunities, resulting in a win-win situation for all involved.

These manufacturing connections often cross over the boundaries between RPM’s business
segments with consumer companies producing products for industrial companies, and vice
versa. For example, Tremco, a leading producer of commercial sealants, manufactures certain
sealants and adhesives for its sister company, DAP, which serves the residential market.
Numerous other examples can be found all around RPM.

A Bright Opportunity for Acquired Companies

When RPM conducts due diligence on a potential acquisition candidate, its manufacturing
capabilities and those of its suppliers are analyzed to determine where efficiencies can be
gained. Companies that RPM acquires quickly become introduced to the RPM family so that
they can start taking advantage of these efficiencies immediately. Kirker, a producer of nail
enamels, is a case in point. Acquired September 5, 2012, Kirker is already connected with
RPM'’s Radiant Color business whose fluorescent pigments are used in trendy nail enamels.

Partnering Leads to New Heights

Flowcrete, based in the U.K., and Tremco illbruck, headquartered in Germany, would seem to
have little in common on the surface. However, some of their flooring products share common
chemistries and manufacturing processes. This enables Flowcrete to toll produce materials for
Tremco illbruck’s range of smoothing compounds.

In addition to partnering in manufacturing, RPM businesses also work together to serve
customers. One such example is the Burj Khalifa, the world’s tallest building, located in Dubai,
United Arab Emirates. Tremco illbruck sealants, coatings and glazing products were used in
its construction. Another RPM company, Carboline, provided its corrosion resistant primer,
Carbozinc 11, and Pyrocrete 241 fireproofing to protect the building’s structural steel. Thanks
to its connection to these companies, Flowcrete deck coatings were applied to a nearby
parking facility.

A Clear Manufacturing Advantage

Rust-Oleum manufactures a broad array of products across its many brands, including spray
paints, primers, garage floor coatings, stains, varnishes and more. In a number of instances,
Rust-Oleum leverages its manufacturing capacity on behalf of other RPM companies. One
company that harnesses this resource is Mantrose-Haeuser Co., Inc., a world leader in edible
coatings and specialty products for the pharmaceutical, food, cosmetic and agricultural
industries. It relies on Rust-Oleum to produce select shellac-based products.

Manufacturing

Connections

52 RUST-OLEUM

o Mantrose-Haeuser Co., Inc.

Rust-Oleum manufactures
select shellac-based
products for Mantrose-
Haeuser, which is a world
leader in edible coatings.



Flowcrete produces materials for Tremco illbruck’s
smoothing compounds. Tremco illbruck also
teamed with another RPM company, Carboline,

to provide products for the construction of the

Burj Khalifa, the world's tallest building.

carboline

Flowcrete

o illbruck .

\

ENTERPRISES, INC.

‘@RADIANTCOLOR

In order to capitalize on the
fashion trend of utilizing bright
colors, Kirker has connected with
Radiant Color for the manufacture
and development of fluorescent
colorants to use in its nail enamels.




7 Rust-Oleum’s
distribution muscle
is helping Synta’s

Restore line grow.

ZINSSER@

Carboline

RPM has distribution centers around
the world and many serve multiple
RPM companies. On a given day, they
move tens-of-thousands of products ranging from small tubes
of sealants to large 55-gallon drums of corrosion control
coatings. This vast network allows the companies to get their
products to their customers quickly and efficiently, wherever
they may be located.

Distribution Muscle for New Acquisitions

Synta, acquired on September 24, 2012, has experienced this
firsthand. Sales of its Restore line of wood and concrete

e
s
:E PERFORMANCE
RPN | COATINGS
RPM's already strong
no illbl‘llﬁk 25 RUST-OLEUM' presence in South America

Distribution

Connections

DAP is sealing in
new sales thanks to
RPM PCG's Mexican
distribution center.

via its Euclid Chemical
business was bolstered by the
acquisition of Viapol in Brazil.

EUCLID CHEMICAL

TREMCO

Flowcrete
/w

restoration products are rapidly accelerating since being
brought under the Rust-Oleum brand name and tapping into
its sales, marketing and distribution muscle.

Sealing New Sales in Mexico

DAP is the most recognized brand and market share leader in
the U.S. and Canadian caulk and sealant residential market.
Several years ago, DAP established a presence in Mexico with
assistance from the RPM Performance Coatings Group (RPM
PCG), which already had a presence there. RPM PCG provides
warehousing, billing, record keeping and other services that
have helped DAP penetrate the Mexican market.



By distributing
products through Tor,
Rust-Oleum’s brands
are grabbing market
share in the U.K.

TR
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EERUSTOLEUM'

Joint distribution creates
efficiencies in emerging
markets for Carboline,
Fibergrate, Stonhard and
Vandex. Above, rightis a
high-end polymer floor from
Stonhard’s Liquid Elements
line. Shown right is the Mall of
Asia, which is protected by a
Vandex waterproofing lining.

Fibergrate

Growth Opportunities Abound in Central
and South America

Over the past two decades, the Euclid Chemical Company

has become RPM’s most deeply entrenched business unitin
Central and South America. During this time frame, its sales
have grown ten-fold in these markets. Other RPM companies
have connected with Euclid in order to gain access to these
growing regions. Among them are Increte, Vandex, Flowcrete,
Tremco, Rust-Oleum, DAP and Zinsser.

The market with some of the greatest growth potential for

RPM is Brazil. It is the world’s sixth largest economy and

is investing heavily in infrastructure for the hosting of the

2014 World Cup and 2016 Summer Olympics. Thanks to the
June 19, 2012 acquisition of Viapol Ltda., RPM gained a platform
from which many of its businesses can enter Brazil. Viapol is
already distributing Tremco sealants and will soon add

Euclid Chemical and Flowcrete products as well.

High-Speed Success

Across the Atlantic, RPM’s U.K.-based Tor Coatings business
continues to support the growth of Rust-Oleum in the market
by serving as a platform to distribute its brands in the U.K.
Because of its success, Tor constructed a new, high-speed
aerosol filling line in 2011 to meet demand. Rust-Oleum is now
working through Tor to introduce its other brands, including
Zinsser primer-sealers, into the U.K.

Emerging Opportunities in Emerging Markets

RPM'’s culture encourages sharing across its business

units. Doing so has been especially effective when entering
emerging markets such as Africa, Asia, India and the Middle
East. Companies including Carboline, Fibergrate, Stonhard
and Vandex are jointly distributing products in these markets.
This enables them to leverage each other’s strengths and
resources, while mitigating risk.

13



See NeverWet
in action. Scan to

check out the video:

EUCLID

(?P V ™ . ) X — 'i"r_,
STONHARD ; PSI  FIBERS Euclid Chemical acquired PSI — =g
Q%Z iy Packaging to increase its sales '1|

and manufacturing capabilities for
synthetic concrete fibers, which are
in high demand. They were used in
the construction of NewBridge Bank \,
Park, home of minor league baseball’s
Greenshoro Grasshoppers.

Euclid often connects with other RPM companies to sell products.

One example is the new Freedom Tower in New York, which utilized
Euclid admixtures, as well as Stonhard flooring and Carboline
corrosion control and fireproofing coatings in its construction.

Flowcrete’s strong presence in India paved
the way for Vandex to sell its products in
the market. Pictured here is a Flowcrete

antimicrobial and seamless polyurethane
flooring system at a Cadbury India

NeverWet is the latest innovation chocolate factory.

from Rust-Oleum. Objects coated with ]
the NeverWet temporary treatment - } T
dramatically repel water and other : : :
liquids. Other recent innovations are
Zinsser's B-1-N Advanced, a primer

made with synthetic shellac and

DAP Kwik Seal Grout Recolor Kit.

FRIMER
il



Sales & Marketing

Connections

When it comes to selling and marketing products and services, it is
vitally important to create a direct connection with customers. Such a
connection provides the insight necessary to develop a dialogue with them,
understand their challenges, offer solutions and ultimately earn their lasting
trust. RPM companies often collaborate with one another in order to do so.

Concrete Solutions to Customer Challenges

One challenge faced by those in the concrete and masonry industry is the susceptibility of steel rebar to
rust. Because of its close customer connections, Euclid Chemical was able to create a solution to this issue.
It developed synthetic fibers about the size of a toothpick that, when mixed into concrete, provide strength
comparable to steel rebar, but do not corrode.

In order to increase its sales and manufacturing capabilities to meet growing customer demand for its fiber
products, Euclid Chemical acquired a manufacturer of concrete fiber reinforcing products in 2011. It has since
grown the combined fiber business by 20 percent, making it one of the leading providers in the industry.

it

==

Connecting to Consumers Through Innovation

Rust-0leum connects with consumers by being the leading innovator in consumer specialty
coatings. Its latest innovation is NeverWet, a temporary waterproofing treatment that
dramatically repels water, mud and other liquids by causing them to form nearly perfect
spheres, which shoot off surfaces keeping items clean and dry.

Vilh

.
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Vandex

Two other new products stand out among the many innovations
launched by RPM consumer businesses this year. Zinsser
=g n B-I-N Advanced is a primer made with synthetic shellac that
””Illhre TRE”’co permanently blocks stains, odors and wood knots. DAP Kwik
Seal Grout Recolor Kit comes packaged with everything
PERFORMANCE homeowners need to restore a tile floor or wall with professional
RPM ‘ COATINGS results and greater stain resistance. All of these products are
marketed by and sold at major home and hardware retailers.

EERUST-OLEUM (carbolin\e A Local Presence Delivers

As one of RPM'’s most global business groups, RPM PCG serves
as a platform for a number of RPM companies to market and
sell their products in different geographies around the world.
EUCLID CHEMICAL Among these companies are Stonhard, Carboline, Tremco and

Euclid Chemical. They operate from RPM PCG locations in the
Americas, Europe, Middle East, Africa and Asia in order to

RPM PCG serves as a platform for many RPM deliver products and services to customers in these regions.

companies to sell their products in regions
around the world. One such business is
Germany-based Tremco illbruck, which is

In another instance, RPM businesses are partnering in India
to meet market needs. Flowcrete, which has manufacturing

leveraging RPM PCG's international presence and warehousing facilities in the country, is importing Vandex
to market its Nullifire brand of fireproofing waterproofing products and repackaging them according to
coatings and sealants (shown above) in the needs of the market. Flowcrete also stocks the best selling

et iy [0t 2 2jas Vandex products locally, thus enabling Indian customers to

receive timely delivery.

_ )



DAP has leveraged Tremco illbruck
technology to develop DRAFTSTOP
812, a non-rigid polyurethane foam
that creates weatherproof seals
around window and door frames.

Research & Development

Connections

Product innovation is imperative to stay ahead of competitors offerings are identified by sales and marketing personnel.
and maintain continued customer loyalty. Often, innovation Through their direct contact with customers, they can readily
can be the result of improvements to existing products. In identify needs in the marketplace.

other instances, it starts with the identification of an emerging

customer need and an idea of how to solve it. Then, the hard Collaborative Developments Fill Market Needs

work turns to developing these improvements and new ideas
into tangible products.

Recently introduced to the U.S. to fill a market need is DAP
DRAFTSTOP 812, a polyurethane foam for use by construction
professionals to seal gaps around windows, doors and other
spaces. It was developed from technology originally created
by another RPM business, Tremco illbruck. DAP DRAFTSTOP
812 is designed to provide an airtight seal that protects against
water, air and sound intrusion. Its key differentiator is that it is
non-rigid and highly elastic, which accommodates movement
and settlement.

Due to RPM'’s entrepreneurial culture, such a spirit of
innovation is embedded throughout the organization.

The company’s research and development professionals
frequently meet to share knowledge on next generation
technologies and combine resources in the pursuit of new
innovations. Often, ideas for new product and service
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Euclid Chemical and Vandex are teaming
to research and develop new products.
One recent result of these efforts is a new
crystalline waterproofing admixture called
VANDEX AM 10. Euclid markets the product in
North and South America, while Vandex sells it in

Europe, Asia and the Middle East.

Then, of course, there is Rust-Oleum, the brand that is
synonymous with innovation in the small project paints
category. Beyond its own advanced research laboratories,
Rust-0Oleum also develops new products through connections
with other RPM companies. For example, it shares laboratory

space with RPM PCG in Europe.

Vandex AM 10, a new crystalline
waterproofing admixture, is the
result of combined research by
Euclid Chemical and Vandex.

EUCLID CHEMICAL

Rust-Oleum shares laboratory
space with RPM PCG in
Europe. A recent innovation is
Rust-0leum’s new Mode line of
ultra high gloss paints, which
are being introduced in Europe
to meet interior design trends.




Corporate

Connections

The many connections between RPM'’s businesses are important to their success. Equally as
important are their connections to the corporate headquarters in Medina, Ohio, and the resources
it provides. In keeping with RPM’s entrepreneurial culture, the corporate office only handles
functions where a centralized approach is logical.

Among these functions is purchasing. RPM has a global strategic sourcing team, created in
the mid-1990s and comprised of the senior purchasing managers of RPM operating units.

The team works together to coordinate RPM-wide purchasing strategies that now encompass
hundreds-of-millions-of-dollars of global spending.

Many finance and treasury functions are also centralized. Through the corporate office, the
management of the operating companies’ treasury, cash pooling and taxes are coordinated.
This helps to mitigate risk and maximize liquidity. In addition, RPM operating companies are on
a common financial reporting platform, which allows for quick and accurate record keeping.

An increasingly important resource for the operating companies is RPM's information technology
department. Its staff interfaces with the IT professionals at the business units to ensure that digital
information is reliably saved, retrieved, transmitted and secured across computer networks.

The IT team also develops websites and applications, including ones for smart phones and tablets.
In addition, it has its own dedicated cloud, or network of computer servers,

that the operating companies utilize for storage and other functions.

Some of the other resources that the corporate headquarters
provides include:

* Planning —this rigorous process is driven by the corporate
office and results in objectives that are mutually
agreed upon by the operating units and corporate
management, which then monitors progress towards
the established goals; y

* Corporate development —the RPM team of corporate
development professionals provides the operating
companies with support in identifying potential
acquisition candidates, conducting due diligence and
completing the transactions;

* Human resources —through a common human resources
system, RPM coordinates health insurance, pensions, a
401(k) program and other benefits;

* Insurance —master purchasing of property and casualty insurance
provides appropriate coverage for all RPM facilities at reduced rates; and

* Legal and environmental health and safety compliance — RPM hosts annual meetings
with those responsible for legal and environmental health and safety compliance at the
operating companies so they can share best practices and receive training regarding new
rules and regulations.

With the corporate office managing these administrative tasks, RPM’s operating businesses are
free to focus on duties that directly impact their customers such as sales, marketing, customer
and technical support, and research and development.
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Operating companies leverage RPM'’s
operational expertise to create greater o
efficiencies in logistics, warehousing, *
freight and energy management. "J’

The Lodge, RPM'’s on-campus meeting facility,
was recently expanded and now includes

a 112-seat auditorium that enables greater
collaboration within and between business units.

RPM's IT team developed a mobile
app that architects and engineers
use to estimate quantities of
Euclid Chemical product required
for a particular project.
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(Dollars in thousands)

North America Europe G IO b a I

Sales $2,716,004 Sales $ 850,234 Operations

Assets* $1,437,812 Assets* $577,716

Employees 7,028 Employees 1,968

Square feet of operations 8,031,009 Square feet of operations 2,160,313

South/Latin America Middle East/Africa Asia/Pacific

Sales $247,246 Sales $ 100,703 Sales $164,468
Assets* $ 166,459 Assets* $ 10,948 Assets* $ 36,319
Employees 940 Employees 453 Employees 164
Square feet of operations 673,339 Square feet of operations 301,871 Square feet of operations 329,905

* Assets are long-lived and include all non-current assets, excluding non-current deferred income taxes.

Operating in global markets of approximately $170 billion for its coatings, sealants and building
materials, the growth opportunities for RPM are vast. As the tables above indicate, the
company continues to seize upon these opportunities, both domestically and abroad.

Through organic sales efforts, as well as through acquisitions, RPM continues to expand its
global footprint — particularly in established European economies, but also in high-growth
emerging markets such as Latin America, India and China. During its fiscal 2013 year,

approximately 59% of RPM's sales came from the U.S. with

the remaining 41% being generated internationally.

RPM serves these markets through its more than

10,500 dedicated employees around the world who
perate its 93 manufacturing facilities in 23 countries.

Argentina
Australia
Belgium
Brazil
Canada
Chile
Colombia
France

.

Trademarks appearing in this annual report:

AD Firefilm®, Alex Plus®, Alumanation®, American Accents®,

Anita’s®, B-I-N®, Bitumastic®, Bulls Eye 1-2-3%, Carboline®,

Carbozinc® 11, Chemgrate®, DAP®, Draftstop®, Dymeric®,

Dymonic®, EUCQ®, Fibergrate®, Flecto®, Floquil®, Geoflex®, Glow Max®,
illbruck®, Increte Systems®, Kirker®, Kwik Seal®, Martin Mathys®,
Mono®, Nullifire®, Paraseal®, Permaroof®, Phenoseal®, Plasite®,
Precision Line®, RadiantColor®, Radglo®, Restore®, Rust-Oleum®,
Sanitile®, ShimmerStone®, Stonblend®, Stonclad®, Stonhard®, Stonlux®,
Sure Grip®, Synta®, Testors®, The Value of 168®, Tremco®, Universal®,
Vandex®, Varathane®, Vulkem®, Watco®, Woolsey®, Z-Spar®, Zinsser®

API™, Biosan™, Blackfriar™, DAP 3.0™, Euclid Chemical™,
Flowcrete™, Liquid Elements™, Mode™, MyColor™, PSI Fibers™,
Super Diamond Clear™, Tor™, USL™, Viapol Impermeabhilizantes™

Industrial Segment

Consumer Segment
Plant Locations
Australia
Belgium
Canada
United Kingdom
United States

Plant Locations

Germany
India
Italy

Malaysia

Mexico

The
Netherlands

Norway
Saudi Arabia
South Africa

Spain
Sweden
Turkey
United Arab
Emirates
United
Kingdom
United
States

NeverWet is a registered trademark of Ross Nanotechnology, LLC used
under a license by subsidiary corporations of RPM International Inc.

Pantone is a registered trademark of Pantone LLC used under a
license by subsidiary corporations of RPM International Inc.

Wolman is a registered trademark of Arch Wood Protection, Inc. used
under a license by subsidiary corporations of RPM International Inc.

Any marks appearing in this annual report that are not the trademarks
of RPM International Inc. and its subsidiaries are the property of their
respective owners.
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Management's Discussion and Analysis
of Financial Condition and Results of Operations

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our Consolidated Financial Statements include the accounts

of RPM International Inc. and its majority-owned subsidiaries,
except for certain subsidiaries that were deconsolidated on

May 31, 2010 (please refer to Note A to the Consolidated
Financial Statements for further information). Investments in
less-than-majority-owned joint ventures for which we have the
ability to exercise significant influence over are accounted for
under the equity method. 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 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,
may differ materially from our estimates.

We have identified below the accounting policies and estimates
that are the most 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 loss

pass to the customer. Further, revenues are realizable when

we have persuasive evidence of a sales arrangement, the
product has been shipped or the services have been provided
to the customer, the sales price is fixed or determinable and
collectibility 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 long-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 costs as our
contracts progress. This method recognizes the economic
results of contract performance on a 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 principal
operating currency. We translate the amounts included in

our Consolidated Statements of Income from our foreign
subsidiaries into U.S. dollars at weighted-average exchange

RPM International Inc. and Subsidiaries

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 a component of accumulated other comprehensive
income (loss). If the U.S. dollar strengthens, we reflect

the resulting losses as a component of accumulated other
comprehensive income (loss). Conversely, if the U.S. dollar
weakens, foreign exchange translation gains result,

which favorably impact accumulated other comprehensive
income. Translation adjustments may be included in net
earnings in the event of a sale or liquidation of certain of

our underlying foreign investments. If we determine that the
functional currency of any of our foreign subsidiaries should be
the U.S. dollar, our financial statements will be affected. Should
this occur, we will adjust our reporting to appropriately account
for any such changes.

As appropriate, we use permanently invested intercompany
loans as a source of capital to reduce exposure to foreign
currency fluctuations at our foreign subsidiaries. These loans,
on a 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
determine that the functional currency of any of our subsidiaries
should be the U.S. dollar, we will no longer record foreign
exchange gains or losses on such intercompany loans.

Goodwill

We test our goodwill balances at least annually, or more
frequently as impairment indicators arise, at the reporting unit
level. Our reporting units have been identified at the component
level, which is the operating segment level or one level below
our operating segments.

In the fourth quarter of our fiscal year ended May 31, 2012,

we early adopted new Financial Accounting Standards Board
(“FASB") guidance that simplifies how an entity tests goodwill
for impairment. It provides an option to first assess qualitative
factors to determine whether it is more likely than not that the
fair value of a reporting unit is less than its carrying amount,
and whether it is necessary to perform the two-step goodwill
impairment test.

We assess qualitative factors in each of our reporting units that
carry goodwill. Among other relevant events and circumstances
that affect the fair value of our reporting units, we assess
individual factors such as:

+ asignificant adverse change in legal factors or the
business climate;

* an adverse action or assessment by a regulator;
* unanticipated competition;
» aloss of key personnel; and

» a more-likely-than-not expectation that a reporting unit or a
significant portion of a reporting unit will be sold or otherwise
disposed of.

We assess these qualitative factors to determine whether it

is necessary to perform the two-step quantitative goodwill
impairment test. Under the new guidance, this quantitative test
is required only if we conclude that it is more likely than not that
a reporting unit's fair value is less than its carrying amount.



In applying the first step of the quantitative test, we compare
the fair value of a reporting unit to its carrying value. Calculating
the fair market value of a reporting unit requires our use of
estimates and assumptions. We use significant judgment in
determining the most appropriate method to establish the

fair value of a reporting unit. We estimate the fair value of a
reporting unit by employing various valuation techniques,
depending on the availability and reliability of comparable
market value indicators, and employ methods and assumptions
that include the application of third-party market value indicators
and the computation of discounted future cash flows for a
reporting unit’s annual projected earnings before interest, taxes,
depreciation and amortization (“EBITDA").

We evaluate discounted future cash flows for a reporting unit's
projected EBITDA. Under this approach, we calculate the fair
value of a 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

a reporting unit exceeds the fair value of the reporting unit.

At that point, the second step of the impairment test is
performed, which requires a fair value estimate of each tangible
and intangible asset in order to determine the implied fair

value of the reporting unit’s goodwill. If the carrying value of a
reporting unit's 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
a 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 a reporting unit. The discount rates utilized reflect
market-based estimates of capital costs and discount rates
adjusted for management’s assessment of a market participant’s
view with respect to other risks associated with the projected
cash flows of the individual reporting unit. 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 a reporting unit, such that
actual experience would need to be materially out of the

range of expected assumptions in order for an impairment to
remain undetected.

Our annual goodwill impairment analysis for fiscal 2013 did
not result in any indicators of impairment. Should the future
earnings and cash flows at our reporting units decline and/or
discount rates increase, future impairment charges to goodwill
and other intangible assets may be required.

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.

In the fourth quarter of our fiscal year ended May 31, 2013, we
adopted new FASB guidance that simplifies how an entity tests
indefinite-lived intangible assets for impairment. It provides an
option to first assess qualitative factors to determine whether it
is more likely than not that the fair value of an indefinite-lived
intangible asset is less than its carrying amount.

Measuring a 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 fiscal 2013
annual impairment tests of each of our indefinite-lived intangible
assets did not result in any impairment loss.

Income Taxes

Our provision for income taxes is calculated using the liability
method, which requires the recognition of deferred income
taxes. 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 a reversal of the tax
valuation allowances.

Further, at each interim reporting period, we estimate an
effective income tax rate that is expected to be applicable for
the full year. Significant judgment is involved regarding the
application of global income tax laws and regulations and
when projecting the jurisdictional mix of income. Additionally,
interpretation of tax laws, court decisions or other guidance
provided by taxing authorities influences our estimate of the
effective income tax rates. As a result, our actual effective
income tax rates and related income tax liabilities may differ
materially from our estimated effective tax rates and related
income tax liabilities. Any resulting differences are recorded
in the period they become known.

Contingencies

We are party to various claims and lawsuits arising in the
normal course of business. Although we cannot precisely
predict the amount of any liability that may ultimately arise with
respect to any of these matters, we record provisions when we
consider the liability probable and reasonably estimable. Our
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provisions are based on historical experience and legal advice,
reviewed quarterly and adjusted according to developments. In
general, our accruals, including our accruals for environmental,
warranty, and tax liabilities, discussed further below, represent
the best estimate of a range of possible losses. 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. While it is reasonably possible that 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 excess liabilities would have a
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. 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; therefore, we have
been unable to fully evaluate the ultimate costs for those sites.
As a result, accruals have not been estimated for certain of
these sites and costs may ultimately exceed existing estimated
accruals 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 also
have 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 a 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 a
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 that govern, among
other things, taxes on worldwide income. The calculation of our
income tax expense is based on the best information available,
including the application of currently enacted income tax laws
and regulations, and involves our significant judgment. The
actual income tax liability for each jurisdiction in any year can
ultimately be determined, in some instances, several years after
the financial statements have been published.

We also 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 a statute of limitation. Tax
exposures and actual income tax liabilities can also be affected
by changes in applicable tax laws, retroactive tax law changes,
or other factors, which may cause us to believe revisions of past
estimates are appropriate. Although we believe that appropriate
liabilities have been recorded for our income tax expense and
income tax exposures, actual results may differ materially from
our estimates.

Allowance for Doubtful Accounts Receivable

An allowance for anticipated uncollectible trade receivable
amounts is established using a combination of specifically
identified accounts to be reserved and a reserve covering trends
in collectibility. These estimates are based on an analysis of
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trends in collectibility and past experience, but are primarily
made up of individual account balances identified as doubtful
based on 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 customer’s financial conditions.

Inventories

Inventories are stated at the lower of cost or market, cost being
determined on a 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 investment to recovery are considered in
conjunction with an evaluation of the strength of the underlying
collateral and the extent to which the investment’s 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

a 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 (i)
affect the level of plan funding, (ii) cause volatility in the net
periodic pension cost, and (iii) increase our future contribution
requirements. A significant decrease in investment returns

or the market value of plan assets or a significant decrease in
interest rates could increase our net periodic pension costs and
adversely affect our results of operations. A 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, 2013 information, the following tables reflect the
impact of a 1% change in the key assumptions applied to our
defined benefit pension plans in the U.S. and internationally:



uU.S. International
1% 1% 1% 1%

(In millions) Increase Decrease Increase Decrease
Discount Rate

Increase (decrease) in expense in FY 2013 $ (5.3) $ 6.4 $ (1.9) $ 26

Increase (decrease) in obligation as of May 31, 2013 $ (44.4) $ 54.8 $ (31.7) $ 33.6
Expected Return on Plan Assets

Increase (decrease) in expense in FY 2013 $ (2.1) $ 2.1 $ (1.4) $ 14

Increase (decrease) in obligation as of May 31, 2013 N/A N/A N/A N/A
Compensation Increase

Increase (decrease) in expense in FY 2013 $ 41 $ (3.6) $ 15 $ (0.9

Increase (decrease) in obligation as of May 31, 2013 $ 174 $ (15.6) $ 6.0 $ (5.4)

Based upon May 31, 2013 information, the following table reflects the impact of a 1% change in the key assumptions applied to our

various postretirement health care plans:

u.S. International
1% 1% 1% 1%

(In millions) Increase Decrease Increase Decrease
Discount Rate

Increase (decrease) in expense in FY 2013 $ - $ - $ (0.5) $ 0.6

Increase (decrease) in obligation as of May 31, 2013 $ (0.7) $ 0.8 $ (5.3) $ 6.8
Healthcare Cost Trend Rate

Increase (decrease) in expense in FY 2013 $ - $ - $ 06 $ (0.5)

Increase (decrease) in obligation as of May 31, 2013 $ 03 $ (0.3) $ 9.1 $ (3.8

BUSINESS SEGMENT INFORMATION

Our business is divided into two reportable segments: the
industrial reportable segment and the consumer reportable
segment. Within each reportable segment, we aggregate
several 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 a 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 segment’s underlying
businesses. We evaluate the profit performance of our segments
primarily based on income before income taxes, but also

look to earnings (loss) before interest and taxes (“EBIT”) as

a performance evaluation measure because interest expense

is essentially related to corporate acquisitions, as opposed to
segment operations.

Our industrial reportable segment’s 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 — Building Solutions Group,
Performance Coatings Group and RPM2-Industrial Group.
Products and services within this reportable segment include
construction chemicals; roofing systems; weatherproofing and
other sealants; polymer flooring; edible coatings and specialty
glazes for pharmaceutical, cosmetic and food industries; and
other specialty chemicals.

Our consumer reportable segment manufactures and markets
professional use and do-it-yourself (“DIY”) products for a variety
of mainly consumer applications, including home improvement
and personal leisure activities. Our consumer reportable
segment’s major manufacturing and distribution operations are
located primarily in North America, along with a few locations in
Europe. Our consumer reportable segment’s products are sold
throughout North America primarily to mass merchants, home
improvement centers, hardware stores, paint stores, craft shops,
cosmetic companies and to other smaller customers through
distributors. This reportable segment comprises three operating
segments — DAP Group, RPM2-Consumer Group and Rust-
Oleum Group. Products within this reportable segment include
specialty, hobby and professional paints; nail care enamels;
caulks; adhesives; silicone sealants and wood stains.

In addition to our two reportable segments, there is a 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 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
earnings before interest and taxes.
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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.

SEGMENT INFORMATION

(In thousands)

Year Ended May 31, 2013 2012 2011
Net Sales
Industrial $ 2,635,976 $ 2,535,238 $ 2,259,809
Consumer 1,442,679 1,242,178 1,122,032
Total $ 4,078,655 $ 3,777,416 $ 3,381,841

Income Before Income Taxes'?
Industrial Segment

Income Before Income Taxes'® $ 164,578 $ 278,676 $ 232,544

Interest (Expense), Net® (10,318) (3,770) (3,304)

EBIT® $ 174,896 $ 282,446 $ 235,848
Consumer Segment

Income Before Income Taxes®@ $ 190,611 $ 160,099 $ 146,035

Interest (Expense), Net® (10) 18 63

EBIT® 3 190,621 $ 160,081 $ 145,972
Corporate/Other

(Expense) Before Income Taxes® $ (178,298) $  (110,486) $ (83,526)

Interest (Expense), Net® (63,340) (64,107) (46,504)

EBIT® $  (114,958) $ (46,379) $ (37,022)
Consolidated

Income Before Income Taxes® $ 176,891 $ 328,289 $ 295,053

Interest (Expense), Net® (73,668) (67,859) (49,745)

EBIT® $ 250,559 $ 396,148 $ 344,798

(a) The presentation includes a reconciliation of Income (Loss) Before Income Taxes, a measure defined by Generally Accepted Accounting Principles
(“GAAP”) in the U.S., to EBIT.

(b) Interest (expense), net includes the combination of interest expense and investment expense (income), net.

(c) EBIT is defined as earnings (loss) before interest and taxes. We evaluate the profit performance of our segments based on income before income
taxes, but also look to EBIT as a performance evaluation measure because interest expense is essentially related to corporate acquisitions, as
opposed to segment operations. For that reason, we believe EBIT is also useful to investors as a 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 a 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.
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RESULTS OF OPERATIONS
Fiscal 2013 Compared with Fiscal 2012

Net Sales Consolidated sales increased 8.0% to $4,078.7 million
due to acquisition growth adding 7.2% and organic growth
adding 2.0%, offset by an unfavorable foreign exchange impact
of 1.2%. Industrial segment sales were up 4.0% year-over-year
to $2,636.0 million due to acquisition growth of 5.8%, offset by
an unfavorable foreign exchange impact of 1.5% and organic
decline of 0.3%. The consumer segment generated 16.1% sales
growth to $1,442.7 million due to organic growth of 6.6% and
acquisition growth of 10.0%, offset by an unfavorable foreign
exchange impact of 0.5%.

Gross Profit Margin Our consolidated gross profit margin
improved to 41.7% of net sales for fiscal 2013 from 40.8% of

net sales for the same period last year, reflecting our 8.0%
growth in sales and moderating raw material costs during

fiscal 2013. Slightly offsetting these favorable impacts was the
combination of unfavorable foreign exchange and the current
year unfavorable mix of sales due to the higher growth in our
consumer segment. Additionally, the gross profit margin for
fiscal 2013 was negatively impacted by approximately 10 basis
points (“bps”) as a result of one-time charges taken by the
roofing division of RPM’s Building Solutions Group. The charges
were taken during the first quarter of the current fiscal year for
revised cost estimates in conjunction with unprofitable contracts
outside of North America. The contract that led to these losses
was the $16 million Mumbai airport roofing project, which led
to our recognition of large losses during the quarter ended
August 31, 2012, when the cost overruns became estimable. In
response to the issues identified with this particular contract, we
terminated several individuals in the European roofing business
as well as discontinued bidding on general contracting projects
in North America that fell below our profit criteria, resulting in
additional terminations of North American roofing employees
associated with the general contracting business. Further losses
from the Mumbai airport project are not anticipated. During
fiscal 2013, we incurred a loss on inventory determined to be
obsolete in connection with the restructuring plan established by
our Rust-Oleum operating segment, which had an unfavorable
impact on our fiscal 2013 consolidated gross profit margin of
approximately 10 bps.

Selling, General and Administrative Expenses (“SG&A"”) Our
consolidated SG&A increased to 32.1% of net sales for fiscal
2013 compared with 30.6% of net sales for fiscal 2012. The 150
bps increase in SG&A as a percent of net sales versus the prior
year reflects the impact of the $9.0 million bad debt write down
recorded during fiscal 2013 in relation to the remaining balance
on our original $15.0 million loan to Kemrock, and higher bad
debt expense during the year in relation to our trade accounts,
as well. Also, the increase in SG&A expense includes the
impact of increased employee compensation-related expenses,
including pension and postretirement benefit expense, increased
intangible amortization and other acquisition expense, higher
legal settlement expense, increased advertising expense and
outside professional services expense.

Our industrial segment SG&A was approximately $89.2 million
higher during fiscal 2013 versus fiscal 2012, and higher as a
percentage of net sales, reflecting the unfavorable impact of
the $9.0 million bad debt write down on our loan to Kemrock
recorded during the first quarter of fiscal 2013. Additionally, the
industrial segment’s roofing division recorded $5.6 million in
expenses during the first quarter of fiscal 2013 related to a loss
contract outside North America and exit costs related to this
contract as discussed above under “Gross Profit Margin.”
Lastly, the industrial segment results for fiscal 2013 reflect the
impact of increased foreign exchange expense, higher legal
expense and higher bad debt expense versus the comparable
prior-year period.

Our consumer segment SG&A was approximately $46.9 million
higher during fiscal 2013 versus fiscal 2012, and slightly higher
as a percentage of net sales during fiscal 2013 as compared
with the same period a year ago, primarily reflecting the impact
of higher acquisition-related expense, legal and advertising
expense during the year versus the same period a year ago.

SG&A expenses in our corporate/other category increased

by $17.4 million during fiscal 2013 to $63.8 million from

$46.4 million during fiscal 2012. The increase in SG&A expense
reflects the combination of higher pension benefit expenses,
higher consulting expense, higher legal expense and higher
compensation expense.

We recorded total net periodic pension and postretirement
benefit costs of $52.1 million and $34.8 million during fiscal
2013 and fiscal 2012, respectively. The $17.3 million increase in
pension and postretirement expense was primarily the result
of $9.5 million of additional net actuarial losses incurred during
fiscal 2013 versus fiscal 2012 and a $7.3 million increase in
service and interest cost during fiscal 2013 versus fiscal 2012.
A curtailment loss, combined with a lower expected return on
plan assets, had an unfavorable impact on pension expense

of approximately $0.5 million for fiscal 2013 versus fiscal

2012. We expect that pension and postretirement expense will
fluctuate on a 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. A decrease of

1% in the discount rate or the expected return on plan assets
assumptions would result in $9.6 million and $3.5 million higher
expense, respectively. The assumptions and estimates used to
determine the discount rate and expected return on plan assets
are more fully described in Note M, “Pension Plans,” and Note
N, “Postretirement 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 pages 24-25 of this
report under, “Critical Accounting Policies and Estimates —
Pension and Postretirement Plans.”

Estimated Loss on Contingency As previously disclosed, we
recorded a $68.8 million accrual during the quarter ended
February 28, 2013 associated with settlement discussions

with the U.S. Department of Justice (the “DOJ"”) and the U.S.
General Services Administration (the “GSA”) Office of Inspector
General aimed at resolving an existing investigation. Since

first receiving a broad request for documents from the GSA in
March 2011, we have cooperated, and continue to cooperate,
with that investigation, which involves our compliance with
certain pricing terms and conditions of our GSA Multiple Award
Schedule contracts under which the roofing division of our
Building Solutions Group sold products and services to the
federal government. A substantial majority of the transactions
as to which potential compliance issues were raised took place
during the period from 2002 to 2008.

Following discussions with the DOJ and the GSA in December
2012, we developed and made an initial settlement proposal to
the DOJ and the GSA in January 2013. The DOJ and the GSA
responded with a counter-proposal in March 2013. Since that
time, the parties have been engaged in further negotiations,
and we now have an agreement-in-principle with the DOJ and
the GSA Office of Inspector General regarding this matter.
Assuming that a settlement agreement is finalized, we expect to
pay a total of approximately $65.1 million in order to resolve the
issues arising out of this investigation and other related costs.
We are currently finalizing the terms of a settlement agreement
with the DOJ, which we expect to sign during the first quarter of
fiscal 2014.

RPM International Inc. and Subsidiaries

SJUBWAIELIS [BIOUBUI{ PAIEPIIOSUOY  SISAjeUY pue UO0ISSNasI( S uawabeuely

SJUBWAIELIS [BIOUBUI{ PBIEPI|OSUOY 0 SBION

UOIIBWLIOJU| PUBPIAIQ PUB 83114 Y201 Aliaueny

suoday s, Joupny  uoday sjuawabeue|y

UOIBLLIOJU| 1BP|OL|I01S



28

Restructuring Expense During fiscal 2013, we incurred
restructuring expense of $20.1 million, all of which relate to
severance and facility costs incurred in connection with the
plans initiated during the fourth quarter of fiscal 2013. Of this
amount, approximately $4.5 million was for severance related to
our industrial reportable segment. The remaining $15.6 million
related to our consumer reportable segment, of which
approximately $8.2 million related to severance expense, and
approximately $7.4 million related to facility costs. We anticipate
that these activities will be finalized during the first half of

fiscal 2014. For more information on our restructuring charges,
see Note B to the Consolidated Financial Statements, which is
incorporated herein by reference.

Interest Expense Interest expense was $79.8 million for fiscal
2013 versus $72.0 million for fiscal 2012. Higher average
borrowings, related to recent acquisitions, increased interest
expense during fiscal 2013 by approximately $11.8 million
versus fiscal 2012. Excluding acquisition-related borrowings,
lower average borrowings year-over-year decreased interest
expense by approximately $0.9 million. Lower interest rates,
which averaged 5.19% overall for fiscal 2013 compared

with 6.16% for fiscal 2012, decreased interest expense by
approximately $3.1 million during fiscal 2013 versus fiscal 2012.

Investment Expense (Income), Net Net investment income

of $6.2 million during fiscal 2013 compares to net investment
income of $4.2 million during fiscal 2013. Dividend and
interest income totaled $8.8 million during fiscal 2013 versus
$6.7 million of income during fiscal 2012. Net realized gains on
the sales of investments resulted in a net gain of $11.7 million
during fiscal 2013 versus a net loss of $0.9 million for fiscal
2012. Impairments recognized on securities that management
has determined are other-than-temporary declines in value
approximated $14.3 million for fiscal 2013, versus impairments
of $1.6 million for fiscal 2012. Included in the current year
other-than-temporary impairments is the loss incurred on

our investment in Kemrock convertible debt. Refer to Note D
of our Notes to Consolidated Financial Statements for
additional information.

Other Expense (Income), Net Other expense for fiscal 2013

of $57.7 million compares with other income of $9.6 million
during fiscal 2012. The majority of other expense for fiscal 2013,
approximately $46.8 million, was recorded by our corporate/
other segment, and represents the impairment loss recorded in
relation to our investment in Kemrock. As previously discussed,
we increased our ownership in Kemrock to over 20% of
Kemrock’s outstanding shares of common stock during fiscal
2012. Additionally, we agreed to loan them funds and made
additional investments in Kemrock throughout fiscal 2012, and at
May 31, 2012, the carrying value of our investment in Kemrock
totaled $42.2 million. On August 8, 2012, the price of Kemrock’s
common stock plunged below our carrying value, declining by
approximately 40% from May 31, 2012. We later learned that the
dramatic drop in Kemrock's stock price was related to Kemrock’s
announcement of declining sales and income, a liquidity
problem at Kemrock that stemmed from its explosive growth,
combined with an overall tightening of the lending practices of
the banks and credit markets in India. At that time, we learned
that Kemrock was in the process of renegotiating its credit
agreements with its banks. Compounding these difficulties for
Kemrock was the deterioration in the exchange rate of the Indian
rupee against the U.S. dollar and euro, which had a negative
impact on Kemrock’s gross profit margins and cash flow due

to its procurement of the majority of its raw material supplies
outside of India, but sales of its products in Indian Rupees.
Additionally, the market value of shares of Kemrock common
stock have steadily declined, and as a result of the combination
of these factors, we determined that it was appropriate to record
an impairment loss on our investment during fiscal 2013 totaling
$55.9 million on a consolidated basis.

RPM International Inc. and Subsidiaries

The majority of the remaining balance in other expense
(income) is recorded by our industrial segment. During the
third quarter of fiscal 2013, we repositioned certain industrial
segment operations in Brazil, which resulted in a substantial
liquidation of certain of our Brazilian subsidiaries and a net loss
of approximately $6.1 million. Lastly, other expense (income)
includes royalty income of approximately $2.1 million and

$1.5 million for fiscal 2013 and 2012, respectively, and our equity
in earnings of unconsolidated affiliates totaling approximately
$2.2 million and $8.1 million for fiscal years 2013 and 2012,
respectively.

Income Before Income Taxes (“IBT”) Our consolidated pretax
income for fiscal 2013 of $176.9 million compares with pretax
income of $328.3 million for fiscal 2012, resulting in a pretax
profit margin on net sales of 4.3% for fiscal 2013 versus a pretax
profit margin on net sales of 8.7% a year ago.

Our industrial segment had IBT of $164.6 million, for a profit
margin on net sales of 6.2% for fiscal 2013 versus IBT of

$278.7 million, for a profit margin on net sales of 11.0%, for
fiscal 2012. The decline reflects the impact of the adjustment

for a $65.1 million accrual associated with an investigation

of the RPM Building Solutions Group roofing contracts with

the U.S. General Services Administration and restructuring
expense of $4.5 million. Our consumer segment IBT increased to
$190.6 million, or 13.2% of net sales for fiscal 2013, from fiscal
2012 IBT of $160.1 million, or 12.9% of net sales. The increase

in IBT as a percent of sales for the consumer segment resulted
primarily from the impact of the 6.1% growth in organic sales
combined with the impact of favorable acquisitions during fiscal
2013 versus fiscal 2012.

Income Tax Rate The effective income tax rate was 37.9% for
fiscal 2013 compared to an effective income tax rate of 28.8% for
fiscal 2012.

For the year ended May 31, 2013 and 2012, respectively, the
effective tax rate reflected variances from the 35% federal
statutory rate due to lower effective tax rates of certain of our
foreign subsidiaries, the favorable impact of certain foreign
operations on our U.S. taxes, lower valuation allowances on
foreign tax credit carryforwards, the research and development
tax credit and the benefit of the domestic manufacturing
deduction. Additionally, the effective tax rate for both periods
decreased as a result of a reduction in the United Kingdom
income tax rate. Further the effective tax rate for the year ended
May 31, 2012 decreased due to net reductions to our reserves
for income tax contingencies, including interest thereon. These
decreases in the effective tax rate were offset by state and local
income taxes, non-deductible business operating expenses and
the net impact of valuation allowances associated with certain
foreign net operating losses.

Furthermore, for the year ended May 31, 2013, the effective

tax rate differed from the federal statutory rate as a result of
income tax benefits related to the company’s strategic decision
to reposition certain Brazilian business operations, offset by the
tax effect of projected non-deductible costs associated with the
DOJ and GSA accrual, net increases to our reserves for income
tax contingencies, including interest thereon and increases

in valuation allowances related to losses associated with our
investments in Kemrock.

As of May 31, 2013, we have determined, based on the

available evidence, that it is uncertain whether we will be able to
recognize certain deferred tax assets. Therefore, we intend

to maintain the tax valuation allowances for those 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,



U.S. capital loss carryforwards, unrealized losses on securities,
certain foreign net operating losses and net foreign deferred
tax assets. A portion of the valuation allowance is associated
with deferred tax assets recorded in purchase accounting for
prior-year acquisitions.

Net Income Net income of $109.9 million for fiscal 2013
compares to net income of $233.8 million for fiscal 2012, or a
decline of $123.9 million period-over-period, principally due

to an adjustment for a $65.1 million accrual associated with

an investigation of the RPM Building Solutions Group roofing
contracts with the U.S. General Services Administration. The
decline also reflects approximately $20.1 million in restructuring
charges and the losses we recorded on our various investments
in Kemrock, totaling $75.0 million after-tax. Our net margin

on sales approximated 2.7% and 6.2% for the year ended

May 31, 2013 and 2012, respectively. During the year ended
May 31, 2013, we had net income from noncontrolling interests
of $11.3 million versus $17.9 million during fiscal 2012. Net
income attributable to RPM International Inc. stockholders

was $98.6 million for the year ended May 31, 2013, versus
$215.9 million for fiscal 2012, for a margin on net sales of

2.4% and 5.7% for fiscal 2013 and 2012, respectively.

Diluted earnings per share of common stock for fiscal 2013 of
$0.74 compares with $1.65 for fiscal 2012.

Fiscal 2012 Compared with Fiscal 2011

Net Sales On a consolidated basis, net sales of $3,774.7 million
for the fiscal year ended May 31, 2012 improved 11.7%, or
$395.6 million, over net sales of $3,381.8 million during fiscal
2011. The organic growth in sales amounted to 8.6%, or

$290.7 million, of the increase in fiscal 2012 net sales versus
net sales for fiscal 2011, which includes volume-related
improvements of approximately 5.7%, or $192.1 million, and
the impact of favorable pricing initiatives of approximately
2.9% of fiscal 2011 net sales, or $97.3 million. These favorable
pricing initiatives, including those across both of our reportable
segments, were instituted primarily during periods prior to
fiscal 2012 in order to offset escalating raw material costs. Also
reflected in the fiscal 2012 8.6% growth in organic sales is the
minor impact of favorable foreign exchange rates year-over-
year, which amounted to approximately $1.3 million of the
change in net sales from fiscal 2011. Ten small acquisitions, net
of a product line divestiture, during fiscal 2012 provided 3.1% of
net sales growth over fiscal 2011, or $104.9 million.

Industrial segment net sales, which comprised 67% of
consolidated net sales for fiscal 2012, totaled $2,535.2 million, an
increase of 12.2% from $2,259.8 million during fiscal 2011. This
increase in the industrial segment’s net sales reflects organic
growth of 7.8%, including unit volume growth of approximately
5.0% and favorable pricing of approximately 2.8% of fiscal

2011 net sales. Eight small acquisitions provided 4.4% of this
segment’s fiscal 2012 growth in net sales versus net sales for
fiscal 2011.

Consumer segment net sales, which comprised 33% of
consolidated net sales for fiscal 2012, totaled $1,242.2 million,
an increase of 10.7% from $1,122.0 million during fiscal 2011.
The improvement in this segment resulted from organic
growth in sales of 10.2%, including growth in unit volume sales
approximating 7.0% of the fiscal 2011 net sales, the impact of
fiscal 2012 price increases of approximately 3.0% of fiscal 2011
net sales, and the impact of favorable foreign exchange, which
amounted to 0.2% of fiscal 2011 net sales. Two small product
line acquisitions, net of one small divestiture, had a favorable
impact of approximately 0.5% on this segment’s net sales during
fiscal 2012 versus fiscal 2011.

Gross Profit Margin Our consolidated gross profit margin
declined to 40.8% of net sales for fiscal 2012 from 41.4% of net
sales for fiscal 2011, despite our 5.7% growth in organic sales
volume for fiscal 2012 versus fiscal 2011. The primary source of
fiscal 2012 decline in gross profit margin was raw material costs,
which were higher during fiscal 2012 versus fiscal 2011.

SG&A Our consolidated SG&A improved to 30.6% of net sales
for fiscal 2012 compared with 31.3% of net sales for fiscal 2011.
The 70 bps decrease in SG&A as a percent of net sales for fiscal
2012 versus fiscal 2011 primarily reflects the impact of the

8.6% organic growth in net sales. Other favorable reductions in
SG&A resulted from reductions of insurance-related expenses,
bad debt expense and warranty expense. We anticipate that
warranty expense will likely continue to slowly decline over the
next few years. Partially offsetting those improvements during
fiscal 2012 was the combination of higher compensation and
benefits expense, higher professional services expense and
higher distribution expense during fiscal 2012 versus fiscal 2011.

Our industrial segment SG&A was approximately $71.8 million
higher during fiscal 2012 versus fiscal 2011, but was slightly
lower as a percentage of net sales, reflecting the favorable
impact of the industrial segment’s 7.8% growth in organic sales
during fiscal 2012 versus fiscal 2011, combined with a decrease
in warranty expense. Partially offsetting those improvements
was the impact of higher employee compensation and benefit
expense, in addition to higher legal and distribution expense for
fiscal 2012 versus fiscal 2011.

Our consumer segment SG&A was approximately $16.1 million
higher during fiscal 2012 versus fiscal 2011, but improved as a
percentage of net sales in fiscal 2012 as compared with the same
period a year ago, primarily reflecting the favorable margin
impact of the 10.2% growth in organic sales during fiscal 2012
versus fiscal 2011. Bad debt expense was significantly lower
during fiscal 2012, due to a fiscal 2011 write off of a customer in
bankruptcy that did not recur in fiscal 2012. Partially offsetting
those favorable impacts was the combination of higher
employee compensation expense and distribution expense
during fiscal 2012 versus fiscal 2011.

SG&A expenses in our corporate/other category increased by
$9.4 million during fiscal 2012 to $46.4 million from $37.0 million
during fiscal 2011. During fiscal 2011, there was the favorable
impact from a reimbursement received from an outside service
provider that did not recur in fiscal 2012, along with favorable
self-insurance reserve adjustments during fiscal 2011 that did
not recur during fiscal 2012. The increase in SG&A expense

also reflects the combination of higher employee compensation
and benefit expenses and higher acquisition-related expense.
Partially offsetting those higher expenses was the combination
of an insurance recovery during fiscal 2012 and lower consulting
and legal expense during fiscal 2012 versus fiscal 2011.

We recorded total net periodic pension and postretirement
benefit costs of $34.8 million and $35.0 million for fiscal 2012
and fiscal 2011, respectively. This slight decrease in pension
expense of $0.2 million was primarily the result of a $5.2 million
increase in service and interest cost during fiscal 2012 versus
fiscal 2011, combined with $0.2 million of additional net
actuarial losses incurred during fiscal 2012 versus fiscal 2011.

A higher expected return on plan assets had a favorable impact
on pension expense of approximately $5.6 million for fiscal
2012 versus fiscal 2011. We expect that pension expense will
fluctuate on a 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.
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Other (Income), Net Other income for fiscal 2012 of $9.6 million
compares with other income of $2.4 million during fiscal 2011.
The majority of other income of approximately $9.2 million and
$2.3 million for fiscal 2012 and 2011, respectively, is recorded by
our industrial segment. The remaining balance is recorded by
our consumer segment.

Other income includes royalty income of $1.5 million and

$1.2 million for fiscal 2012 and 2011, respectively. Also included
is our equity in earnings of unconsolidated affiliates totaling
approximately $8.1 million and $1.2 million for fiscal 2012 and
2011, respectively. Reflected in fiscal 2012 was an adjustment for
our change in accounting for our investment in Kemrock from

an available for sale security to the equity method. In relation

to that change, approximately $4.6 million of net earnings was
recorded during November 2011, which related to years prior to
fiscal 2012.

Interest Expense Interest expense was $72.0 million for fiscal
2012 versus $65.4 million for fiscal 2011. Higher average
borrowings, related to recent acquisitions, increased interest
expense during fiscal 2012 by approximately $5.5 million versus
fiscal 2011. Higher average borrowings year-over-year increased
interest expense by approximately $2.2 million. Lower interest
rates, which averaged 6.16% overall for fiscal 2012 compared
with 6.32% for the same year of fiscal 2011, decreased interest
expense by approximately $0.3 million during fiscal 2012
versus fiscal 2011. During fiscal 2011, we replaced our revolving
credit facility with a new credit facility and wrote off all of the
remaining $0.8 million in fees associated with the old revolving
credit facility, which did not recur in fiscal 2012.

Investment (Income), Net Net investment income of $4.2 million
during fiscal 2012 compares to net investment income of

$15.7 million for fiscal 2011. Dividend and interest income
totaled $6.7 million during fiscal 2012 and fiscal 2011. Net
realized gains on the sales of investments resulted in a net loss
of $0.9 million for fiscal 2012 versus a net gain of $9.7 million

for fiscal 2011. Impairments recognized on securities that
management has determined are other-than-temporary declines
in value approximated $1.6 million for fiscal 2012, versus

$0.7 million for fiscal 2011.

IBT Our consolidated pretax income fiscal 2012 of $328.3 million
compares with pretax income of $295.1 million for fiscal 2011,
which results in a pretax profit margin on net sales of 8.7% for
both fiscal 2012 and fiscal 2011.

Our industrial segment had IBT of $278.7 million, for a profit
margin on net sales of 11.0% for fiscal 2012, versus IBT of
$232.5 million, for a profit margin on net sales of 10.3%, for
fiscal 2011. The improvement in IBT as a percent of sales for
the industrial segment resulted primarily from the recognition
of this segment’s equity in the earnings of its joint venture
with Kemrock beginning with fiscal 2012, and a decrease in
warranty expense during fiscal 2012 compared with fiscal
2011. Our consumer segment IBT increased to $160.1 million,
or 12.9% of net sales for fiscal 2012, from the fiscal 2011 result
of $146.0 million, or 13.0% of net sales. While organic sales

for the consumer segment grew by 10.2% in fiscal 2012 from
fiscal 2011, IBT as a percent of sales for the consumer segment
remained relatively flat year-over-year from the impact of higher
raw materials costs, higher compensation expense and higher
distribution expense during fiscal 2012 versus fiscal 2011.

Income Tax Rate The effective income tax rate was 28.8% for
the fiscal year ended May 31, 2012 compared to an effective
income tax rate of 31.1% for fiscal 2011.

For fiscal 2012 and, to a lesser extent for fiscal 2011, the effective

tax rate differed from the federal statutory rate principally due
to lower effective tax rates of certain of our foreign subsidiaries

RPM International Inc. and Subsidiaries

and lower valuation allowances on foreign tax credit
carryforwards. These decreases in taxes were partially offset

by increases in tax as a result of the impact of non-deductible
business operating expenses, state and local income taxes

and provisions for valuation allowances associated with losses
incurred by certain of our foreign businesses. Additionally, for
the fiscal year ended May 31, 2012 decreases in the effective
income tax rate resulted from a one-time benefit related to lower
income tax rates in the United Kingdom and for net adjustments
to reserves for contingencies, including interest thereon.

As of May 31, 2012, we have determined, based on the
available evidence, that it is uncertain whether we will be able
to recognize certain deferred tax assets. Therefore, we intend

to maintain the tax valuation allowances recorded at May 31,
2012 for those 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. A portion of the valuation allowance
is associated with deferred tax assets recorded in purchase
accounting for prior-year acquisitions.

Net Income Net income of $233.8 million for fiscal 2012
compares to net income of $203.2 million for fiscal 2011. This
results in a net margin on sales of 6.2% and 6.0% for fiscal

2012 and fiscal 2011, respectively. While organic sales grew

by 8.6% during fiscal 2012 versus net sales for fiscal 2011, raw
material costs and employee compensation, distribution and
acquisition-related expenses were higher during fiscal 2012
versus fiscal 2011. During the year ended May 31, 2012, we had
net income from noncontrolling interests of $17.9 million versus
$14.1 million during fiscal 2011. Net income attributable to RPM
International Inc. stockholders was $215.9 million for the fiscal
year ended May 31, 2012, versus $189.1 million for fiscal 2011,
for a margin on net sales of 5.7% and 5.6% for fiscal 2012 and
2011, respectively.

Diluted earnings per share of common stock for fiscal 2012 of
$1.65 compares with $1.45 for fiscal 2011.

LIQUIDITY AND CAPITAL RESOURCES
Operating Activities

Operating activities provided cash flow of $368.5 million for
fiscal 2013 compared with $294.9 million during fiscal 2012,
resulting in a net increase in cash of $73.6 million during fiscal
2013 versus fiscal 2012.

The net change in cash from operations includes the change

in net income, which decreased by $123.9 million during fiscal
2013 versus fiscal 2012. Reflected in net income for fiscal 2013
are $184.8 million of one-time charges. The non-cash charges
include a charge of $65.1 million resulting from our estimated
accrual for a loss contingency; a charge of $51.1 million in write
downs associated with our various investments in Kemrock; and
$20.1 million in restructuring charges. Other items impacting
the net change in cash from operations included items adjusting
net income for non-cash expenses and income, which increased
cash flows by approximately $120.1 million more during

fiscal 2013 versus fiscal 2012; and changes in working capital
accounts and all other accruals, which increased cash flows by
$77.4 million during fiscal 2013 period versus fiscal 2012.

The increase in accounts receivable during fiscal 2013 used
cash of $7.6 million during fiscal 2013 versus the $1.0 million

of cash generated by accounts receivable during fiscal 2012, or
approximately $8.6 million more cash used year-over-year. This
resulted from the geographical mix of sales and from the timing



of sales and collections on accounts receivable. Days sales
outstanding at May 31, 2013 decreased slightly to 57.5 days from
58.1 days sales outstanding at May 31, 2012.

Inventory balances used $40.0 million of cash during fiscal 2013,
compared with cash generated of $7.1 million during fiscal
2012, or $47.1 million more cash used year-over-year. Days of
inventory outstanding at May 31, 2013 increased to 74.2 days
from 68.8 days of inventory outstanding at May 31, 2012.

The current year-to-date change in accounts payable generated
$58.4 million more cash during fiscal 2013 compared to fiscal
2012, resulting from a change in the timing of certain payments.
Accrued compensation and benefits used approximately

$10.4 million more cash during fiscal 2013 versus fiscal 2012,

as there were higher bonus payments made during fiscal 2013
versus fiscal 2012. Other accruals and prepaids, including those
for other short-term and long-term items and changes, used
$26.9 million more cash during fiscal 2013 versus fiscal 2012,
due to changes in the timing of such payments.

As previously disclosed, we recorded a $68.8 million accrual
during the quarter ended February 28, 2013 associated with
settlement discussions with the DOJ and the GSA aimed at
resolving an existing investigation. Following discussions

with the DOJ and the GSA in December 2012, we developed

and made an initial settlement proposal to the DOJ and the

GSA in January 2013. The DOJ and the GSA responded with

a counter-proposal in March 2013. Since that time, the parties
have been engaged in further negotiations, and we now have

an agreement-in-principle with the DOJ and the GSA Office

of Inspector General regarding this matter. Assuming that a
settlement agreement is finalized, we expect to pay a total of
approximately $65.1 million in order to resolve the issues arising
out of this investigation and other related costs. We are currently
finalizing the terms of a settlement agreement with the DOJ,
which we expect to sign during the first quarter of fiscal 2014.

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, expand
capacity, introduce new technology, improve environmental
health and safety capabilities, improve information systems, and
enhance our administration capabilities. Capital expenditures

of $91.4 million during fiscal 2013 compare with depreciation

of $55.7 million. Our capital spending levels currently exceed
depreciation expense, and we expect that trend to continue into
fiscal 2014. We believe our current production capacity, along
with moderate plant modifications or additions will be adequate
to meet our immediate needs based on anticipated growth rates.
Not reflected in our capital expenditures is the capacity added
through our recent acquisitions of product lines and businesses,
which totaled approximately $46.3 million during fiscal 2013.
We anticipate that additional shifts at our production facilities,
coupled with the capacity added through acquisition activity

and our planned increase in future capital spending levels, will
enable us to meet increased demand during fiscal 2014.

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 a 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, 2013, the fair value of our
investments in marketable securities totaled $113.1 million,

of which investments with a fair value of $36.6 million were

in an unrealized loss position. The fair value of our portfolio
of marketable securities is based on quoted market prices

for identical, or similar, instruments in active or non-active
markets or model-derived-valuations with observable inputs.
We have no marketable securities whose fair value is subject
to unobservable inputs. At May 31, 2012, the fair value of our
investments in marketable securities totaled $120.1 million, of
which investments with a fair value of $43.8 million were in an
unrealized loss position. Total pretax unrealized losses recorded
in accumulated other comprehensive income at May 31, 2013
and 2012 were $1.0 million and $3.1 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, 2013 were generally
related to the normal volatility in valuations over the past
several months for a portion of our portfolio of investments in
marketable securities. The unrealized losses generally relate to
investments whose fair values at May 31, 2013 were less than
15% below their original cost or that have been in a loss position
for less than nine consecutive months. If we were to experience
unrealized losses that were to continue for longer periods of
time, or arise to more significant levels of unrealized losses
within our portfolio of investments in marketable securities in
the future, we may recognize additional other-than-temporary
impairment losses. Such potential losses could have a material
impact on our results of operations in any given reporting
period. As such, we continue to closely evaluate the status

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

As of May 31, 2013, approximately 85% of our consolidated cash
and cash equivalents were held at various foreign subsidiaries.
Currently, the funds held at our foreign subsidiaries are
considered permanently reinvested to be used, for instance,

to expand operations organically or for acquisitions in foreign
jurisdictions. Our operations in the U.S. generate sufficient cash
flow to satisfy U.S. operating requirements. Although we do
not intend to repatriate any significant amounts of these cash
balances to the U.S. in the foreseeable future, any repatriation
of these balances could be subject to governmental restrictions
and U.S. and foreign taxes. However, a portion of the foreign
earnings have previously been subject to U.S. taxation and
could be repatriated to the U.S. with little or no residual tax
impact. We believe that the tax impact of repatriating these
previously taxed earnings to the U.S. would not have a material
impact on our financial results.

As previously stated, we intend to permanently reinvest the cash
and cash equivalents held at our various foreign subsidiaries for
foreign expansion and other uses. Due to the uncertainties and
complexities involved in the various options for repatriation of
foreign cash, including any associated governmental or other
restrictions, it is not practicable to calculate the deferred taxes
associated with the remittance of these cash balances.

Financing Activities

As a result of the Specialty Products Holding Corp. (“SPHC")
bankruptcy filing, our access to the cash flows of SPHC and

its subsidiaries has been restricted. However, the bankruptcy
filing has not resulted in any reductions in our credit ratings by
Moody’s Investor Service, Standard & Poors or Fitch Ratings.
Therefore, we feel this has not adversely impacted our ability to
gain access to capital.
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Our available liquidity, including our cash and cash equivalents
and amounts available under our committed credit facilities,
stood at $1.1 billion at May 31, 2013. Our debt-to-capital ratio was
53.4% at May 31, 2013, compared with 48.5% at May 31, 2012.

6.25% Notes due 2013

On December 15, 2013, our $200 million 6.25% senior notes
will mature. It is our intent to refinance this debt with funds
available from our 5-year $600 million revolving credit
agreement, which has a maturity date of June 29, 2017. As

a result, the senior notes are classified as long-term debt at
May 31, 2013. As of May 31, 2013, the available credit on our
revolving credit agreement was $592 million.

3.45% Notes due 2022

On October 23, 2012, we sold $300 million aggregated principal
amount of 3.45% Notes due 2022 (the “New Notes”). The net
proceeds of $297.7 million from the offering of the New Notes
were used to repay short-term borrowings outstanding under
our $600 million revolving credit facility.

6.125% Notes due 2019

On October 9, 2009, we sold $300.0 million aggregate principal
amount of 6.125% Notes due 2019 (the “Notes”). The net
proceeds from the offering of the Notes were used to repay
$163.7 million in principal amount of our unsecured notes due
October 15, 2009, and approximately $120.0 million in principal
amount of short-term borrowings outstanding under our
accounts receivable securitization program. The balance of the
net proceeds was used for general corporate purposes.

On May 27, 2011, we issued and sold an additional $150.0 million
aggregate principal amount of the Notes. The offering was
priced at 108.09% of the $150.0 million principal amount of
Notes, together with accrued interest up to, but excluding the
closing date, and at that price the Notes have a yield to

maturity of 4.934%. The net proceeds of $162.1 million were
used for general corporate purposes, including working capital
and potential acquisitions of complementary businesses or
other assets.

Revolving Credit Agreement

On June 29, 2012, we entered into an unsecured syndicated
revolving credit facility (the “Credit Facility”) with a group of
banks. The Credit Facility expires on June 29, 2017 and provides
for a five-year $600.0 million revolving credit facility, which
includes sublimits for the issuance of $50.0 million in swingline
loans, which are comparatively short-term loans used for
working capital purposes, and letters of credit. The aggregate
maximum principal amount of the commitments under the
Credit Facility may be expanded upon our request, subject

to certain conditions, to $800.0 million. The Credit Facility is
available to refinance existing indebtedness, to finance
working capital and capital expenditure needs, and for

general corporate purposes.

The Credit Facility requires us to comply with various customary
affirmative and negative covenants, including a leverage
covenant and interest coverage ratio. Under the terms of

the leverage covenant, we may not permit our consolidated
indebtedness as of any fiscal quarter end to exceed 60% of the
sum of such indebtedness and our consolidated shareholders’
equity on such date. The minimum required consolidated
interest coverage ratio for EBITDA to interest expense is 3.50

to 1. The interest coverage ratio is calculated at the end of each
fiscal quarter for the four fiscal quarters then ended.

As of May 31, 2013, we were in compliance with all covenants
contained in our Credit Facility, including the leverage and
interest coverage ratio covenants. At that date, our leverage
ratio was 53.5%, while our interest coverage ratio was 5.37 to 1.

RPM International Inc. and Subsidiaries

Our access to funds under our Credit Facility is dependent on the
ability of the financial institutions that are parties to the Credit
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 a
short period of time. Moreover, the obligations of the financial
institutions under our Credit Facility are several and not joint
and, as a result, a funding default by one or more institutions
does not need to be made up by the others.

Accounts Receivable Securitization Program

On May 31, 2011, we entered into Amendment No. 5 to

our Receivables Purchase Agreement, dated April 7, 2009.
Amendment No. 5 extends the term of our accounts receivable
securitization program (the “AR Program”) to May 30, 2014,
subject to possible earlier termination upon the occurrence of
certain events. Pricing continues to be based on the Alternate
Base Rate, a LIBOR market index rate or LIBOR for a specified
tranche period plus a margin of 1.0%. This margin will increase
to 1.25% if we do not maintain our public debt rating of at least
BB+/Ba1/BB+ from any two of Standard & Poor’s, Moody's

or Fitch. In addition, a monthly unused fee is payable to the
purchasers. Amendment No. 5 also modified or eliminated
certain of the financial covenants under the AR Program. Under
the terms of the amended AR Program, we may not permit our
consolidated indebtedness calculated on the last day of each
fiscal quarter to exceed 60% of the sum of such indebtedness
and our consolidated shareholders’ equity on such date. The
interest coverage ratio covenant continues to require that we
not permit the ratio, calculated at the end of each fiscal quarter
for the four fiscal quarters then ended, of EBITDA to interest
expense for such period to be less than 3.5 to 1. Finally, the fixed
charge coverage ratio covenant under the pre-amended AR
Program has been deleted. The financial tests that remain in the
AR Program are substantially identical to the financial covenants
contained in our Credit Facility. There were no outstanding
borrowings under this facility as of May 31, 2013.

Our failure to comply with the covenants described above and
other covenants contained in the Credit Facility could 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.

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 a cross currency swap, which fixed the interest
and principal payments in euros for the life of the 6.7% Senior
Unsecured Notes and resulted in an effective euro fixed rate
borrowing of 5.31%.



The following table summarizes our financial obligations and their expected maturities at May 31, 2013 and the effect such obligations
are expected to have on our liquidity and cash flow in the periods indicated.

Contractual Obligations

Total Contractual

Payments Due In

(In thousands) Payment Stream 2014 2015-16 2017-18 After 2018
Long-term debt obligations $ 1,373,697 $ 204,521 $ 152,144 $ 256,651 $ 760,381
Capital lease obligations 1,779 642 1,078 59
Operating lease obligations 191,854 43,379 61,990 34,651 51,834
Other long-term liabilities!":
Interest payments on long-term debt obligations 394,616 75,296 121,275 108,325 89,720
Contributions to pension and
postretirement plans® 333,700 35,900 95,800 89,800 112,200
Total $ 2,295,646 $ 359,738 $ 432,287 $ 489,486 $1,014,135

(1) Excluded from other long-term liabilities are our gross long-term liabilities for unrecognized tax benefits, which totaled $14.4 million at May 31, 2013.
Currently, we cannot predict with reasonable reliability the timing of cash settlements to the respective taxing authorities related to these liabilities.

(2) 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 the required minimum

contribution will be contributed.

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 J to the
Consolidated Financial Statements) component of stockholders’
equity of $15.9 million this year versus an unfavorable change
of $89.9 million last year. The change in fiscal 2013 was in
addition to favorable (unfavorable) net changes of $30.6 million,
$(0.04) million and $3.9 million related to adjustments required
for minimum pension and other postretirement liabilities,
unrealized gains on derivatives and unrealized gains on
securities, respectively.

0ff-Balance Sheet Arrangements

We do not have any off-balance sheet financings, other than the
minimum operating lease commitments included in the above
Contractual Obligations table and further described in Note L,
“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. At the end of fiscal 2010, we deconsolidated our
wholly owned subsidiary, SPHC, and its subsidiaries, from our
balance sheet and eliminated the results of SPHC's operations
from our operations beginning on May 31, 2010. We account
for our investment in SPHC, which had no value at May 31,
2013 and 2012, under the cost method (refer to Note A(2) to the
Consolidated 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 a variety of foreign currencies. We
utilize a sensitivity analysis to measure the potential loss in
earnings based on a hypothetical 1% increase in interest rates
and a 10% change in foreign currency rates. A summary 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 F, “Borrowings,” to the Consolidated Financial
Statements). At May 31, 2013, approximately 1.0% of our debt
was subject to floating interest rates.

If interest rates were to increase 100 bps from May 31, 2013
and, assuming no changes in debt from the May 31, 2013
levels, the additional annual interest expense would amount
to approximately $0.2 million on a pretax basis. A similar
increase in interest rates in fiscal 2012 would have resulted in
approximately $0.5 million in additional interest expense.

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 a 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 in accordance
with Accounting Standards Codification (“ASC”) 815,
“Derivatives and Hedging.” We do not hold or issue derivative
instruments for speculative purposes.

Foreign Currency Risk

Our foreign sales and results of operations are subject to

the impact of foreign currency fluctuations (refer to Note A,
“Summary of Significant Accounting Policies,” to the
Consolidated Financial Statements). As most of our foreign
operations are in countries with fairly stable currencies, such
as Belgium, Brazil, 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 strengthen, our foreign results
of operations will be unfavorably impacted, but the effect is
not expected to be material. A 10% change in foreign currency
exchange rates would not have resulted in a material impact
to net income for the years ended May 31, 2013 and 2012.

We do not currently hedge against the risk of exchange

rate fluctuations.

RPM International Inc. and Subsidiaries
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FORWARD-LOOKING STATEMENTS

The foregoing discussion includes 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 a result, our actual results
could differ materially from those expressed in or implied by
any such forward-looking statements. These uncertainties

and factors include (a) global markets and general economic
conditions, including uncertainties surrounding the volatility

in financial markets, the availability of capital and the effect of
changes in interest rates, and the viability of banks and other
financial institutions; (b) the prices, 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; (c) continued growth in demand for our products;
(d) 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; (e) the
effect of changes in interest rates; (f) the effect of fluctuations

in currency exchange rates upon our foreign operations; (g)

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; (h) risks and uncertainties associated with our
ongoing acquisition and divestiture activities; (i) risks related to
the adequacy of our contingent liability reserves; (j) risks and
uncertainties associated with the SPHC bankruptcy proceedings;
and (k) 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,
2013, 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 filing date of this document.

RPM International Inc. and Subsidiaries



Consolidated Financial Statements

CONSOLIDATED BALANCE SHEETS

(In thousands, except per share amounts)

May 31, 2013 2012
Assets
Current Assets
Cash and cash equivalents $ 343,554 $ 315,968
Trade accounts receivable (less allowances of $28,904 and $26,507, respectively) 787,517 745,541
Inventories 548,680 489,978
Deferred income taxes 36,565 18,752
Prepaid expenses and other current assets 169,956 167,080
Total current assets 1,886,272 1,737,319
Property, Plant and Equipment, at Cost 1,128,123 1,050,965
Allowance for depreciation and amortization (635,760) (632,133)
Property, plant and equipment, net 492,363 418,832
Other Assets
Goodwill 1,113,831 849,346
Other intangible assets, net of amortization 459,613 345,620
Other 163,447 210,696
Total other assets 1,736,891 1,405,662
Total Assets $4,115,526 $ 3,561,813
Liabilities and Stockholders’ Equity
Current Liabilities
Accounts payable $ 478,185 $ 391,467
Current portion of long-term debt 4,521 2,584
Accrued compensation and benefits 154,844 157,298
Accrued loss reserves 27,591 28,880
Other accrued liabilities 262,889 144,911
Total current liabilities 928,030 725,140
Long-Term Liabilities
Long-term debt, less current maturities 1,369,176 1,112,952
Other long-term liabilities 417,160 381,619
Deferred income taxes 46,227 28,119
Total long-term liabilities 1,832,563 1,522,690
Stockholders’ Equity
Preferred stock, par value $0.01; authorized 50,000 shares; none issued
Common stock, par value $0.01; authorized 300,000 shares;
issued 136,913 and outstanding 132,596 as of May 2013;
issued 135,741 and outstanding 131,555 as of May 2012 1,326 1,316
Paid-in capital 763,505 742,895
Treasury stock, at cost (72,494) (69,480)
Accumulated other comprehensive (loss) (159,253) (177,893)
Retained earnings 667,774 686,818
Total RPM International Inc. stockholders’ equity 1,200,858 1,183,656
Noncontrolling interest 154,075 130,327
Total Equity 1,354,933 1,313,983
Total Liabilities and Stockholders’ Equity $ 4,115,526 $ 3,561,813

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share amounts)

Year Ended May 31, 2013 2012 2011
Net Sales $ 4,078,655 $ 3,777,416 $ 3,381,841
Cost of Sales 2,375,936 2,235,153 1,980,974
Gross Profit 1,702,719 1,542,263 1,400,867
Selling, General and Administrative Expenses 1,309,235 1,155,714 1,058,466
Estimated Loss Contingency 65,134 - -
Restructuring Expense 20,072 - -
Interest Expense 79,846 72,045 65,427
Investment (Income), Net (6,178) (4,186) (15,682)
Other Expense (Income), Net 57,719 (9,599) (2,397)
Income Before Income Taxes 176,891 328,289 295,053
Provision for Income Taxes 67,040 94,526 91,885
Net Income 109,851 233,763 203,168
Less: Net Income Attributable to Noncontrolling Interests 11,248 17,827 14,110
Net Income Attributable to RPM International Inc. Stockholders $ 98,603 $ 215,936 $ 189,058
Average Number of Shares of Common Stock Outstanding:
Basic 128,956 128,130 127,403
Diluted 129,801 128,717 128,066
Earnings per Share of Common Stock Attributable to
RPM International Inc. Stockholders:
Basic $ 0.75 $ 1.65 $ 1.46
Diluted $ 0.74 $ 1.65 $ 1.45
Cash Dividends Declared per Share of Common Stock $ 0.890 $ 0.855 $ 0.835
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands)
Year Ended May 31, 2013 2012 2011
Net Income $ 109,851 $ 233,763 $ 203,168
Other Comprehensive Income, Before Tax:
Foreign Currency Translation Adjustments (7,963) (112,668) 111,900
Pension and Other Postretirement Benefit Liabilities
Net Loss Arising During the Period 27,514 (138,634) 4,405
Less: Amortization of Prior Service Cost Included in
Net Periodic Pension Cost 310 276 284
Less: Amortization or Settlement Recognition of Net Gain (Loss) 20,412 10,693 10,346
Effect of Exchange Rates on Amounts Included for Pensions 529 4,500 (4,767)
Pension and Other Postretirement Benefit Liability Adjustments 48,765 (123,165) 10,268
Unrealized Gains on Available-For-Sale Securities
Unrealized Holding Gains During the Period 7,967 (21,030) 13,305
Less: Reclassification Adjustments for Gains Included
in Net Income (1,953) 1,043 (5,676)
Unrealized Gain (Loss) on Securities 6,014 (19,987) 7,629
Unrealized Gain (Loss) on Derivatives (15) (6,590) 7,276
Other Comprehensive Income, Before Tax 46,801 (262,410) 137,073
Income Tax Expense Related to Components of Other
Comprehensive Income (19,470) 50,565 (8,116)
Other Comprehensive Income, After Tax 27,331 (211,845) 128,957
Comprehensive Income 137,182 21,918 332,125
Less: Comprehensive Income Attributable to
Noncontrolling Interests 19,939 (10,052) 29,203
Comprehensive Income Attributable to
RPM International Inc. Stockholders $ 117,243 $ 31,970 $ 302,922

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.

RPM International Inc. and Subsidiaries



CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Year Ended May 31, 2013 2012 2011
Cash Flows From Operating Activities:
Net income $ 109,851 $ 233,763 $ 203,168
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation 55,715 51,939 52,385
Amortization 28,029 21,759 20,368
Impairment on investment in Kemrock 51,092
Estimated loss contingency 65,134
Asset impairment charge 7,416
Other-than-temporary impairments on marketable securities 14,279 1,604 693
Deferred income taxes (40,991) (7,088) 7,708
Stock-based compensation expense 17,145 13,904 12,282
Other (2,190) (6,590) (1,086)
Changes in assets and liabilities, net of effect from
purchases and sales of businesses:
Decrease (increase) in receivables (7,639) 980 (70,440)
Decrease (increase) in inventory (40,039) 7,115 (71,523)
Decrease (increase) in prepaid expenses and
other current and long-term assets 7,045 14,948 (22,645)
Increase in accounts payable 72,070 13,635 55,896
(Decrease) increase in accrued compensation and benefits (7,402) 3,016 19,564
(Decrease) in accrued loss reserves (1,873) (5,712) (8,198)
Increase in other accrued liabilities 28,474 47,508 41,263
Other 12,338 (95,909) (1,269)
Cash From Operating Activities 368,454 294,872 238,166
Cash Flows From Investing Activities:
Capital expenditures (91,367) (71,615) (39,826)
Acquisition of businesses, net of cash acquired (397,425) (163,414) (38,972)
Purchase of marketable securities (106,301) (69,824) (92,060)
Proceeds from sales of marketable securities 103,501 51,415 77,035
Proceeds from sales of assets and businesses 128 2,171 1,301
Investment in unconsolidated affiliates (31,842) (9,315)
Other 14,060 15,787 (4,103)
Cash (Used For) Investing Activities (477,404) (267,322) (105,940)
Cash Flows From Financing Activities:
Additions to long-term and short-term debt 300,902 27,894 200,499
Reductions of long-term and short-term debt (49,376) (36,128) (24,502)
Cash dividends (117,647) (112,153) (108,585)
Repurchase of stock (3,013) (6,985) (21,811)
Exercise of stock options 7,284 9,931 12,116
Cash From (Used For) Financing Activities 138,150 (117,441) 57,717
Effect of Exchange Rate Changes on Cash and Cash Equivalents (1,614) (29,152) 29,713
Net Change in Cash and Cash Equivalents 27,586 (119,043) 219,656
Cash and Cash Equivalents at Beginning of Period 315,968 435,011 215,355
Cash and Cash Equivalents at End of Period $ 343,554 $ 315,968 $ 435,011
Supplemental Disclosures of Cash Flows Information:
Cash paid during the year for:
Interest $ 77,869 $ 70,517 $ 62,892
Income taxes $ 106,043 $ 96,067 $ 65935
Supplemental Schedule of Non-Cash Investing
and Financing Activities:
Debt from business combinations $ 1,377 $ 3,858 $ -

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(In thousands)

Common Stock

Number of Par/Stated Paid-In
Shares Value Capital
Balance at June 1, 2010 129,918 $ 1,299 $ 724,089
Net income - - -
Other comprehensive income - - -
Dividends paid - - -
Other noncontrolling interest activity - - (13,233)
Shares repurchased (1,036) (10) 10
Stock option exercises 784 8 10,397
Stock option compensation - - 3,855
Restricted stock award compensation 914 9 10,127
Balance at May 31, 2011 130,580 1,306 735,245
Net income - - -
Other comprehensive income - - -
Dividends paid - - -
Other noncontrolling interest activity - - (16,175)
Shares repurchased (165) (2) 2
Stock option exercises 577 6 7,311
Stock option compensation - - 3,991
Restricted stock award compensation 563 6 12,521
Balance at May 31, 2012 131,555 1,316 742,895
Net income - - -
Other comprehensive income - - -
Dividends paid - - -
Other noncontrolling interest activity - - (3,809)
Stock option exercises 431 4 4,788
Stock option compensation - - 1,318
Restricted stock award compensation 610 6 18,313
Balance at May 31, 2013 132,596 $ 1,326 $ 763,505

RPM International Inc. and Subsidiaries

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.



Accumulated Total RPM
Treasury Other Comprehensive Retained International Non-Controlling Total
Stock Income/(Loss) Earnings Inc. Equity Interests Equity

$ (40,686) $ (107,791) $ 502,562 $ 1,079,473 $ 81,768 $ 1,161,241
- - 189,058 189,058 14,110 203,168

- 113,864 - 113,864 15,093 128,957
- - (108,585) (108,585) - (108,585)

- - - (13,233) 13,233 -
(17,948) - - (17,948) - (17,948)
(507) - - 9,898 - 9,898

- - - 3,855 - 3,855

(3,354) - - 6,782 - 6,782
(62,495) 6,073 583,035 1,263,164 124,204 1,387,368
- - 215,936 215,936 17,827 233,763
- (183,966) - (183,966) (27,879) (211,845)
- - (112,153) (112,153) - (112,153)

- - - (16,175) 16,175 -
(3,008) - - (3,008) - (3,008)
(718) - - 6,599 - 6,599

- - - 3,991 - 3,991

(3,259) - - 9,268 - 9,268
(69,480) (177,893) 686,818 1,183,656 130,327 1,313,983
- - 98,603 98,603 11,248 109,851

- 18,640 - 18,640 8,691 27,331
= = (117,647) (117,647) = (117,647)

S S S (3,809) 3,809 -

(1,934) - - 2,858 - 2,858

) . - 1,318 - 1,318

(1,080) - - 17,239 - 17,239

$ (72,494) $ (159,253) $ 667,774 $ 1,200,858 $ 154,075 $ 1,354,933

RPM International Inc. and Subsidiaries
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Notes to Consolidated Financial Statements
May 31,2013, 2012, 2011

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
1) Consolidation, Noncontrolling Interests and Basis of Presentation

Our financial statements include all of our majority-owned
subsidiaries, except for certain subsidiaries that were
deconsolidated on May 31, 2010 (please refer to Note A(2)). We
account for our investments in less-than-majority-owned joint
ventures, for which we have the ability to exercise significant
influence, under the equity method. Effects of transactions
between related companies, except for certain subsidiaries that
were deconsolidated, are eliminated in consolidation.

Our business is dependent on external weather factors.
Historically, we have experienced strong sales and net income in
our first, second and fourth fiscal quarters comprising the three-
month periods ending August 31, November 30 and May 31,
respectively, with weaker performance in our third fiscal quarter
(December through February).

Certain reclassifications have been made to prior-year amounts
to conform to the current-year presentation. Refer to Note P
and Note D for a discussion of reclassifications made to other
accrued liabilities — current and other long-term liabilities, and
marketable securities, respectively, as of May 31, 2012.

Noncontrolling interests are presented in our Consolidated
Financial Statements as if parent company investors (controlling
interests) and other minority investors (noncontrolling interests)
in partially owned subsidiaries have similar economic interests
in a single entity. As a result, investments in noncontrolling
interests are reported as equity in our Consolidated Financial
Statements. Additionally, our Consolidated Financial Statements
include 100% of a controlled subsidiary’s earnings, rather than
only our share. Transactions between the parent company and
noncontrolling interests are reported in equity as transactions
between stockholders, provided that these transactions do not
create a change in control.

During the second quarter of fiscal 2012, we increased

our ownership in Kemrock Industries and Exports Limited
(“Kemrock”) to over 20% of Kemrock’s outstanding shares of
common stock. At that time, and as a result of our ownership
exceeding 20% of their outstanding shares, we changed our
method of accounting for our investment in Kemrock stock from
an available for sale security to the equity method.

Additionally, during fiscal 2012, we entered into three other,
separate agreements with Kemrock. First, we agreed to loan
Kemrock $15.0 million, which was to be repaid in cash, or
alternatively, goods and commercial materials, no later than
September 15, 2012. The loan is classified as a note receivable
and is included in prepaid and other current assets in our
Consolidated Balance Sheet. Second, we entered into a global
depository receipt (“GDR"”) Purchase Agreement with Kemrock,
whereby we purchased 693,072 GDRs of Kemrock for an
aggregate purchase price of approximately $7.2 million. The
GDRs are included in our investment in Kemrock, which had a
carrying value at the end of fiscal 2012 of $42.2 million, and are
classified as other long-term assets in our Consolidated Balance
Sheet. Lastly, during fiscal 2012 we invested $22.7 million in
5.5% convertible bonds issued by Kemrock. The bonds are
convertible into ordinary shares or GDRs each representing one
ordinary share of Kemrock stock, and may be converted at any
time on or after June 4, 2012 and up to the close of business on
June 12, 2017. Our investment in Kemrock’s convertible bonds
is accounted for as an available-for-sale security and is classified
in other long-term assets in our Consolidated Balance Sheet.
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The convertible feature embedded in the convertible bonds is
accounted for as a derivative under the guidance in ASC 815,
“Derivatives and Hedging.”

At the time of our investment in Kemrock’s convertible bonds,
Kemrock was in the midst of major capital expansion for

new projects and upcoming technologies, and there were no
indications of any adverse business, economic, competitive,

or market factors. However, on August 8, 2012, the price of
Kemrock’s common stock plunged below our carrying value,
declining by approximately 40% from its May 31, 2012 per share
price of 531.0 rupees. We later learned that the dramatic drop in
Kemrock’s stock price was related to Kemrock’s announcement
of declining sales and income, a liquidity problem at Kemrock
that stemmed from its explosive growth, combined with the
overall tightening of lending practices of banks and credit
markets in India. At that time, we also learned that Kemrock
was in the process of renegotiating its credit agreements with
its banks. Compounding these difficulties for Kemrock was

the deterioration in the exchange rate of the Indian rupee
against the U.S. dollar and euro, which had a negative impact
on Kemrock’s gross profit margin and cash flow due to its
procurement of the majority of its raw material supplies outside
of India, but sales of its products in Indian rupees. The market
value of shares of Kemrock common stock continued to decline
significantly, and dropped from 531.0 rupees per share as of
May 31, 2012 to 56.70 rupees per share as of November 30,
2012; the majority of which began to occur during the month of
August 2012. As of May 31, 2013, the market value of shares of
Kemrock common stock continued its decline to 43.85 rupees
per share.

We account for our equity method investment in Kemrock under
ASC 323, “Investments — Equity Method and Joint Ventures.”

As outlined in ASC 323-10-35-32, a decline in the quoted

market price below the carrying amount, when combined

with other evidence of a loss in value, may be indicative of

a loss in value that is other than temporary. Acting upon the
premise that a write-down may be required, we considered all
available evidence to evaluate the realizable value of our equity
investment, including the decline in the market price of shares of
Kemrock stock, the financial condition and near term prospects
of Kemrock, and the overall economic situation in India. As a
result of these factors, we determined that it was appropriate

to record an impairment loss during the three months ended
August 31, 2012 of approximately $32.1 million of our equity
method investment. As the value of the embedded conversion
derivative is directly correlated to the market value of Kemrock
stock, we wrote-down the embedded conversion feature
derivative and recorded an approximate $8.2 million charge to
earnings during the three months ended August 31, 2012.

After further monitoring of the economic environment in India
and the continued declines in the price of Kemrock common
stock during the three months ended November 30, 2012, we
determined that it was appropriate to write off the remaining
value of the convertible feature embedded in our investment

in Kemrock convertible bonds, approximating $0.8 million, and
the remaining equity investment in Kemrock, approximating
$10.1 million, which represented our proportionate share of
Kemrock losses under the equity method of accounting and the
significant decline in the price of Kemrock stock during that time
frame. The losses are classified in other (income) expense, net in
our Consolidated Statements of Income. Please see Note A(16)
for additional information.



As of May 31, 2013, Kemrock had repaid approximately

$6.0 million of the original $15.0 million loan. We do not
anticipate that we will receive any further payments on this
loan, and therefore we recorded a loss of $4.0 million during our
fourth quarter ended May 31, 2013, which was in addition to the
loss of $5.0 million previously recorded for the amount deemed
uncollectible during our first quarter ended August 31, 2012. The
loss is classified in selling, general and administrative expense
in our Consolidated Statements of Income.

Considering the lack of expected future cash flows, given the
continued financial deterioration of Kemrock through May 31,
2013, combined with Kemrock’s inability to meet interest
payment deadlines on its outstanding convertible bonds, we
recognized an other-than-temporary loss for our remaining
investment in Kemrock, approximating $13.7 million.

2) Deconsolidation of Specialty Products Holding Corp. (“SPHC")

On May 31, 2010, Bondex International, Inc. (“Bondex”) and

its parent, SPHC, filed Chapter 11 reorganization proceedings
in the United States Bankruptcy Court for the District of
Delaware. SPHC is our wholly owned subsidiary. In accordance
with ASC 810, when a subsidiary becomes subject to the
control of a government, court, administrator, or regulator,
deconsolidation of that subsidiary is generally required. We
therefore deconsolidated SPHC and its subsidiaries from our
balance sheet as of May 31, 2010, and eliminated the results of
SPHC’s operations from our results of operations beginning on
that date. We believe we have no responsibility for liabilities of
SPHC and Bondex. As a result of the Chapter 11 reorganization
proceedings, on a prospective basis we will continue to account
for our investment in SPHC under the cost method.

We had a net receivable from SPHC at May 31, 2010, that

we expect may change before the bankruptcy proceedings

have been finalized. The potential change relates to our
indemnification of an insurer on appeal bonds pertaining to
Bondex's appeal of two asbestos cases that had been underway
prior to the bankruptcy filing, neither of which are material in
amount. During our fiscal 2012, one of the appeal bonds was
satisfied, and during fiscal 2013, the remaining appeal bond

was satisfied. Included in the net amount due from SPHC are
receivables and payables, which we concluded we have the right
to report as a net amount based on several factors, including
the fact that all amounts are determinable, the balances are

due to and from our subsidiaries, and we have been given
reasonable assurance that netting the applicable receivables and
payables would remain legally enforceable. We analyzed our net
investment in SPHC as of May 31, 2010, which included a review
of our advances to SPHC, an assessment of the collectibility

of our net receivables due from SPHC, and a computation of

the gain to be recorded upon deconsolidation based on the
carrying amount of our investment in SPHC. In accordance

with GAAP, the gain on deconsolidation related to the carrying
amount of net assets of SPHC at May 31, 2010, was calculated in
accordance with ASC 810-10-40-5, as follows:

a) the aggregate of (1) the fair value of consideration received,
(2) the fair value of any retained noncontrolling investment
in the former subsidiary at the date the subsidiary is
deconsolidated, and (3) the carrying amount of any
noncontrolling interest in the former subsidiary; less

b) the carrying amount of the former subsidiary’s assets and
liabilities.

In determining the carrying value of any retained noncontrolling
investment in SPHC at the date of deconsolidation we
considered several factors, including analyses of cash flows
combined with various assumptions relating to the future
performance of this entity and a discounted value of SPHC's
recorded asbestos-related contingent obligations based on

information available to us as of the date of deconsolidation.
The discounted cash flow approach relies primarily on Level 3
unobservable inputs, whereby expected future cash flows are
discounted using a rate that includes assumptions regarding an
entity’s average cost of debt and equity, incorporates expected
future cash flows based on internal business plans, and applies
certain assumptions about risk and uncertainties due to the
bankruptcy filing. Our estimates are based upon assumptions
we believe to be reasonable, but which by nature are uncertain
and unpredictable. As a result of this analysis, we determined
that the carrying value of our retained interest in SPHC
approximated zero.

As a result of the combined analyses of each of the components
of our net investment in SPHC, we recorded a net loss of
approximately $7.9 million, which was reflected in Other
Expense, Net, during the fourth fiscal quarter of the year ended
May 31, 2010. No changes have been made to these amounts
through May 31, 2013.

3) Use of Estimates

The preparation of financial statements in conformity with
GAAP requires us to make estimates and assumptions that
affect reported amounts of assets and liabilities, disclosure

of contingent assets and liabilities at the date of the financial
statements, and reported amounts of revenues and expenses
during the reporting period. Actual results could differ from
those estimates. Management has evaluated subsequent events
through the date the Consolidated Financial Statements were
filed with the Securities and Exchange Commission.

4) Acquisitions/Divestitures

We account for business combinations using the acquisition
method of accounting and, accordingly, the assets and liabilities
of the acquired entities are recorded at their estimated fair
values at the acquisition date.

During the fiscal year ended May 31, 2013, we completed six
acquisitions. Two of the current year acquisitions report through
our consumer reportable segment, which included the following:
a producer and marketer of innovative and unique exterior
wood deck and concrete restoration systems based in Clarkston,
Georgia; and a manufacturer of nail care enamels, coatings
components and related products for the personal care industry
located in Paterson, New Jersey. The remaining product line
acquisitions report through our industrial reportable segment,
and include our acquisition of a manufacturer of rolled asphalt
roofing materials, waterproofing products, chemical admixtures
and industrial epoxy flooring systems located in Cacapava,
Brazil; and three smaller businesses.

During the fiscal year ended May 31, 2012, we completed six
acquisitions. Four of the acquired product lines report through
our industrial reportable segment, which included the following:
a manufacturer of polyurethane and urethane-based flooring
and decking solutions for cruise ships, yachts and naval
applications based in Genoa, ltaly; a supplier and provider of
equipment and solutions for water and fire damage restoration,
professional cleaning and environmental control based in
Burlington, Washington; a supplier of passive fire protection and
insulation products headquartered in Barcelona, Spain; and a
manufacturer and supplier of EIFS and complementary product
lines based in Germany and serving the German and French
construction markets. Two of the acquired product lines report
through our consumer reportable segment, which included the
following: a manufacturer of automotive aftermarket coatings
based in Hallam, Victoria, Australia; and a manufacturer of
specialty coating based in Cicero, lllinois.
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The purchase price for each acquisition has been allocated to the estimated fair values of the assets acquired and liabilities assumed
as of the date of acquisition. Final determinations of the purchase price allocation for these acquisitions have been completed, and

are aggregated by year of purchase in the following table:

Fiscal 2013 Acquisitions

Fiscal 2012 Acquisitions

Weighted-Average
Intangible Asset
Amortization Life

Weighted-Average
Intangible Asset
Amortization Life

(In thousands) (In Years) Total (In Years) Total
Current assets $ 67,397 $ 84,693
Property, plant and equipment 46,306 30,096
Goodwill N/A 260,789 N/A 55,177
Tradenames - indefinite lives N/A 38,448 N/A 26,986
Other intangible assets 9 103,593 14 43,062
Other long-term assets 8,171 3,066
Total Assets Acquired $ 524,704 $ 243,080
Liabilities assumed (120,372) (64,743)
Net Assets Acquired $ 404,332 $ 178,337

(1) Figure includes cash acquired of $6.9 million.
(2) Figure includes cash acquired of $12.3 million.

Our Consolidated Financial Statements reflect the results of
operations of acquired businesses as of their respective dates of
acquisition. Pro-forma results of operations for the years ended
May 31, 2013 and May 31, 2012 were not materially different
from reported results and, consequently, are not presented.

5) Foreign Currency

The functional currency for each of our foreign subsidiaries is
its principal operating currency. Accordingly, for the periods
presented, assets and liabilities have been translated using
exchange rates at year end, while income and expense for
the periods have been translated using a weighted-average
exchange rate.

The resulting translation adjustments have been recorded in
accumulated other comprehensive income (loss), a component
of stockholders’ equity, and will be included in net earnings
only upon the sale or liquidation of the underlying foreign
investment, neither of which is contemplated at this time.
Transaction gains and losses have been immaterial during the
past three fiscal years.

6) Cash and Cash Equivalents

For purposes of the statement of cash flows, we consider all
highly liquid debt instruments purchased with a maturity of
three months or less to be cash equivalents. We do not believe
we are exposed to any significant credit risk on cash and cash
equivalents. The carrying amounts of cash and cash equivalents
approximate fair value.

7) Property, Plant & Equipment

May 31, 2013 2012
(In thousands)
Land $ 45,281 $ 36,767
Buildings and leasehold
improvements 311,869 291,026
Machinery and equipment 770,973 723,172
Total property, plant and
equipment, at cost 1,128,123 1,050,965
Less: allowance for depreciation
and amortization 635,760 632,133
Property, plant and equipment, net $ 492,363 $ 418,832
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We review long-lived assets for impairment when circumstances
indicate that the carrying values of these assets may not

be recoverable. For assets that are to be held and used,

an impairment charge is recognized when the estimated
undiscounted future cash flows associated with the asset or
group of assets are less than their carrying value. If impairment
exists, an adjustment is made to write the asset down to its

fair value, and a loss is recorded for the difference between the
carrying value and the fair value. Fair values are determined
based on quoted market values, discounted cash flows, internal
appraisals or external appraisals, as applicable. Assets to be
disposed of are carried at the lower of their carrying value or
estimated net realizable value.

Depreciation is computed primarily using the straight-line
method over the following ranges of useful lives:

Land improvements
Buildings and improvements
Machinery and equipment

3to 30 years
3to 50 years
1to 30 years

Total depreciation expense for each fiscal period includes the
charges to income that result from the amortization of assets
recorded under capital leases.

8) Revenue Recognition

Revenues are recognized when realized or realizable, and

when earned. In general, this is when title and risk of loss

pass to the customer. Further, revenues are realizable when

we have persuasive evidence of a sales arrangement, the
product has been shipped or the services have been provided
to the customer, the sales price is fixed or determinable, and
collectibility 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 long-term
construction contracts, mainly in connection with the
installation of specialized roofing and flooring systems, and
related services. Certain long-term construction contracts are
accounted for under the percentage-of-completion method,

and therefore we record contract revenues and related costs as
our contracts progress. This method recognizes the economic
results of contract performance on a 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.

9) Shipping Costs

Shipping costs paid to third-party shippers for transporting
products to customers are included in selling, general and
administrative expenses. For the years ended May 31,
2013, 2012 and 2011, shipping costs were $125.6 million,
$112.0 million and $103.0 million, respectively.

10) Allowance for Doubtful Accounts Receivable

An allowance for anticipated uncollectible trade receivable
amounts is established using a combination of specifically
identified accounts to be reserved and a reserve covering trends
in collectibility. These estimates are based on an analysis of
trends in collectibility and past experience, but are primarily
made up of individual account balances identified as doubtful
based on 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 customer’s financial conditions. For the
periods ended May 31, 2013, 2012 and 2011, bad debt expense
approximated $18.8 million, $5.8 million and $10.9 million,
respectively. Included in bad debt expense during fiscal 2013 is
$9.0 million recognized for amounts written off in relation to our
loan to Kemrock, as described in further detail in Note A(1).

11) Inventories

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

being determined on a 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. Inventories were composed of the
following major classes:

May 31, 2013 2012
(In thousands)

Raw material and supplies $ 185,590 $ 160,869
Finished goods 363,090 329,109
Total Inventory $ 548,680 $ 489,978

12) Goodwill and Other Intangible Assets

We account for goodwill and other intangible assets in
accordance with the provisions of ASC 350 and account

for business combinations using the acquisition 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
purchase price paid over the fair value of net assets acquired,
including the amount assigned to identifiable intangible assets.

We performed the required annual goodwill impairment
assessments as of the first day of our fourth fiscal quarter at the
reporting unit level. Our reporting units have been identified at
the component level, which is the operating segment level or
one level below. In the fourth quarter of fiscal 2012, we early
adopted new FASB guidance that simplifies how an entity tests
goodwill for impairment. It provides an option to first assess
qualitative factors to determine whether it is more likely than
not that the fair value of a reporting unit is less than its carrying
amount. Under the new guidance, the traditional two-step
quantitative process is required only if an entity concludes that
it is more likely than not that a reporting unit’s fair value is less
than its carrying amount. We applied both the qualitative and

traditional two-step quantitative processes during our annual
goodwill impairment assessment performed during the fourth
quarter of fiscal 2013.

The traditional two-step quantitative goodwill impairment
assessment involves estimating the fair value of a reporting
unit and comparing it with its carrying amount. If the carrying
amount of the reporting unit exceeds its fair value, additional
steps are followed to determine and recognize, if appropriate,
an impairment loss. Calculating the fair value of the reporting
units requires our significant use of estimates and assumptions.
We estimate the fair values of our reporting units by applying
a combination of third-party market-value indicators, when
observable market data is available, and discounted future
cash flows to each of our reporting unit’s projected EBITDA.
In applying this methodology, we rely on a number of factors,
including actual and forecasted operating results and market
data. As a result of the assessments performed for fiscal 2013,
2012 and 2011, there were no indicators of impairment.

Additionally, we test all indefinite-lived intangible assets

for impairment annually. We perform the required annual
impairment assessments as of the first day of our fourth fiscal
quarter. In the fourth quarter of fiscal 2013, we adopted new
FASB guidance that simplifies how an entity tests indefinite-lived
intangible assets for impairment. It provides an option to first
assess qualitative factors to determine whether it is more likely
than not that the fair value of an indefinite-lived intangible asset
is less than its carrying amount.

The annual impairment assessment involves estimating the fair
value of each indefinite-lived asset and comparing it with its
carrying amount. If the carrying amount of the intangible asset
exceeds its fair value, we record an impairment loss equal to the
difference. Calculating the fair value of the indefinite-lived assets
requires our significant use of estimates and assumptions. We
estimate the fair values of our intangible assets by applying a
relief-from-royalty calculation, which includes discounted future
cash flows related to each of our intangible asset’s projected
revenues. In applying this methodology, we rely on a number
of factors, including actual and forecasted revenues and market
data. As a result of the assessments performed for fiscal 2013,
2012 and 2011, there were no indicators of impairment.

Should the future earnings and cash flows at our reporting
units decline and/or discount rates increase, future impairment
charges to goodwill and other intangible assets may be
required.

13) Advertising Costs

Advertising costs are charged to operations when incurred and
are included in SG&A expenses. For the years ended May 31,
2013, 2012 and 2011, advertising costs were $43.2 million,
$34.1 million and $33.3 million, respectively.

14) Research and Development

Research and development costs are charged to operations
when incurred and are included in selling, general and
administrative expenses. The amounts charged to expense for
the years ended May 31, 2013, 2012 and 2011 were $49.3 million,
$45.4 million and $40.9 million, respectively.

15) Stock-Based Compensation

Stock-based compensation represents the cost related to
stock-based awards granted to our employees and directors,
which may include restricted stock, stock options and stock
appreciation rights (“SARs”). We measure stock-based
compensation cost at the date of grant, based on the estimated
fair value of the award. We recognize the cost as expense on a
straight-line basis (net of estimated forfeitures) over the related
vesting period. Refer to Note I, “Stock-Based Compensation,”
for further information.
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16) Investment (Income), Net

Investment (income), net, consists of the following components:

Year Ended May 31, 2013 2012 2011
(In thousands)
Interest (income) $ (6,814) $ (5,031) $ (5,058)
Loss (gain) on sale

of marketable securities (11,664) 862 (9,675)
Other-than-temporary

impairment on securities 14,279 1,604 693
Dividend (income) (1,979) (1,621) (1,642)
Investment (income), net $ (6,178) $ (4,186) $ (15,682)
17) Other Expense (Income), Net
Other expense (income), net, consists of the following
components:
Year Ended May 31, 2013 2012 2011
(In thousands)
Royalty (income), net $ (2,069) $ (1,520) $ (1,249)
Loss on Brazil operational

repositioning 6,087
Loss on Kemrock

conversion option 9,030
(Income) loss related

to unconsolidated

equity affiliates 44,671 (8,079) (1,148)
Other expense

(income), net $ 57,719 $ (9,599) $ (2,397)

Equity in Income of Unconsolidated Affiliates

Beginning with our fiscal year ended May 31, 2007, we began
purchasing shares of Kemrock Industries and Exports Limited
(“Kemrock”) common stock. By May 31, 2011, we had acquired
a total of approximately 3.2 million shares of Kemrock common
stock, for an accumulated cost of approximately $24.2 million,
which represented approximately 18% of Kemrock’s outstanding
shares at that time. Our investment in Kemrock common stock
had been classified in other long-term assets on our balance
sheet and included with available-for-sale securities, which are
carried at fair value based on quoted market prices.

During fiscal 2012, we purchased approximately 870,000
additional shares of Kemrock common stock, which increased
our ownership to 23% of Kemrock’s outstanding shares.
Also during fiscal 2012, we entered into a GDR Purchase

Agreement with Kemrock, whereby we purchased from Kemrock

693,072 GDRs of Kemrock for an aggregate purchase price of
approximately $7.2 million. We account for our investment

in the Kemrock GDRs as common stock equivalents within

our total investment in Kemrock. Lastly, during fiscal 2012 we
invested $22.7 million in 5.5% convertible bonds issued by
Kemrock. The bonds are convertible into ordinary shares or
GDRs, each representing one ordinary share of Kemrock stock,
and may be converted at any time on or after June 4, 2012 and
up to the close of business on June 12, 2017. Our investment in
Kemrock convertible bonds is accounted for as an available-for-
sale security and is classified in other long-term assets in our
Consolidated Balance Sheet. The convertible feature embedded
in the convertible bonds is accounted for as a derivative under
the guidance in ASC 815, “Derivatives and Hedging.”

Due to the presumption under GAAP that an entity with

an ownership percentage greater than 20% has significant
influence, and no other factors would refute that presumption,
we changed our accounting for this investment to the equity
method. Adjustments are made to our investment in order to
recognize our share of Kemrock’s earnings as they occur,

RPM International Inc. and Subsidiaries

rather than as dividends or other distributions are received. Any
changes in our proportionate share of the underlying equity of
Kemrock, which could result from their issuance of additional
equity securities, are recognized as increases or decreases in
shareholders’ equity, net of any related tax effects.

We account for our equity method investment in Kemrock under
ASC 323, “Investments — Equity Method and Joint Ventures.”
As outlined in ASC 323-10-35-32, a decline in the quoted market
price below the carrying amount when combined with other
evidence of a loss in value may be indicative of a loss in value
that is other than temporary. Acting upon the premise that a
write-down of our investment in Kemrock may be required,

we considered all available evidence to evaluate the realizable
value of our equity investment, including a decline in the market
price of shares of Kemrock stock, the financial condition and
near term prospects of Kemrock, and the overall economic
situation in India. As a result of these factors, we determined
that it was appropriate to record an impairment loss during
fiscal 2013 of approximately $55.9 million on our equity method
investment, which is classified in other (income) expense, net

in our Consolidated Statements of Income. We also recorded

a loss of approximately $13.7 million for the write-down of our
investment in Kemrock convertible bonds, which is classified

in investment (income) expense, net in our Consolidated
Statements of Income.

Our investment in Kemrock is reported in our Consolidated
Balance Sheet at its adjusted carrying value and classified as
a long-term asset. Our investment in Kemrock had no carrying
value at May 31, 2013 and a carrying value of $42.2 million at
May 31, 2012.

Loss on Repositioning of Operations in Brazil

During the third quarter of fiscal 2013, we completed a definitive
plan to substantially liquidate our StonCor Brazil subsidiary, a
small flooring business in Brazil with sales, income and assets
that amounted to significantly less than 1% of our consolidated
sales, income and assets in any given year, in order to leverage
the substantial sales force, manufacturing facilities, broad
distribution network and entrepreneurial management team of
our Viapol subsidiary, which was acquired in June 2012. The
acquisition of Viapol has given us the critical mass needed to
sell construction products in Brazil, including RPM’s existing
flooring brands such as Stonhard and Flowcrete. Viapol has
the local manufacturing capabilities and technically skilled
salespeople required to sell epoxy and polyurethane flooring in
Brazil where we previously lacked a significant presence.

As a result of our repositioning of certain of our industrial
segment operations in Brazil, we incurred a loss of
approximately $6.1 million. Included in the loss was the impact
of an adjustment for accumulated foreign currency translation.
This non-cash charge was previously recorded as an unrealized
foreign exchange loss in our currency translation account as a
component of other comprehensive income.

18) Income Taxes

The provision for income taxes is calculated using the liability
method. Under the liability method, deferred income taxes are
recognized for the tax effect of temporary differences between
the financial statement carrying amount of assets and liabilities
and the amounts used for income tax purposes and for certain
changes in valuation allowances. Valuation allowances are
recorded to reduce certain deferred tax assets when, in our
estimation, it is more likely than not that a tax benefit will not
be realized.

We have not provided for U.S. income and foreign withholding
taxes on approximately $1.1 billion of foreign subsidiaries’
undistributed earnings as of May 31, 2013, because such
earnings have been retained and reinvested by the subsidiaries.



Accordingly, no provision has been made for U.S. or foreign
withholding taxes, which may become payable if undistributed
earnings of foreign subsidiaries were paid to us as dividends.
The additional income taxes and applicable withholding taxes
that would result had such earnings actually been repatriated
are not practically determinable.

19) Earnings Per Share of Common Stock

Earnings per share (EPS) is computed using the two-class
method. The two-class method determines EPS for each

class of common stock and participating securities according

to dividends and dividend equivalents and their respective
participation rights in undistributed earnings. Our unvested
share-based payment awards that contain rights to receive non-
forfeitable dividends are considered participating securities.
Basic EPS of common stock is computed by dividing net income
by the weighted-average number of shares of common stock
outstanding for the period. Diluted EPS of common stock is
computed on the basis of the weighted-average number of
shares of common stock plus the effect of dilutive potential
shares of common stock outstanding during the period using
the treasury stock method. Dilutive potential shares of common
stock include outstanding stock options, stock awards and
convertible notes. See Note K, “Earnings Per Share of Common
Stock,” for additional information.

20) Other Recent Accounting Pronouncements

In June 2011, the FASB issued amended disclosure requirements
for the presentation of other comprehensive income (OCI)

and accumulated other comprehensive income (AOCI). OCl is
comprised of costs, expenses, gains and losses that are included
in comprehensive income but excluded from net income, and
AOCI comprises the aggregated balances of OCI in equity. The
amended guidance eliminated the option to present period
changes (OCI) as part of the Statement of Changes in Equity.
Under the amended guidance, all period changes (OCl) are

to be presented either in a single continuous statement of
comprehensive income, or in two separate but consecutive
financial statements. Only summary totals are to be included

in the AOCI section of the Statement of Changes in Equity. We
adopted these provisions as of June 1, 2012. There was no
impact on our consolidated financial results as the amendments
relate only to changes in financial statement presentation.

In February 2013, the FASB further amended the disclosure
requirements for comprehensive income. The update requires
companies to disclose items reclassified out of AOCI and

into net income in a single location either in the notes to the
consolidated financial statements or parenthetically on the face
of the Statements of Operations. The change is effective for fiscal
years, and interim periods within those years, beginning after
December 15, 2012, and is to be applied prospectively. We will
adopt these provisions on June 1, 2013, and do not expect the
adoption of these updated disclosure requirements to affect our
consolidated results of operations, financial condition or liquidity.

21) Subsequent Event
Canadian Income Tax Law Change

Subsequent to year end, Canada Bill C-48, Technical Tax
Amendments Act, 2012 (“Bill C-48"), received Royal Assent.
Bill C-48 is considered enacted as of June 26, 2013 for U.S.
GAAP reporting purposes. The legislation includes a number
of amendments that will impact RPM on both a retroactive
and prospective basis. We are in the process of analyzing the
overall impact of the legislation. Our preliminary estimate of the
incremental Canadian income tax expense for the retroactive
period, which will be recognized in fiscal 2014, is in the range
of $10.0 million to $14.0 million. The prospective impact will
be based on the applicable actual operating results in future
annual periods.

NOTE B — RESTRUCTURING

We record restructuring charges associated with management-
approved restructuring plans to either reorganize one or more
of our business segments, or to remove duplicative headcount
and infrastructure associated with our businesses. Restructuring
charges can include severance costs to eliminate a specified
number of employees, infrastructure charges to vacate facilities
and consolidate operations, and contract cancellation costs.
Restructuring charges are recorded based upon planned
employee termination dates and site closure and consolidation
plans. The timing of associated cash payments is dependent
upon the type of restructuring charge and can extend over

a multi-year period. We record the short-term portion of

our restructuring liability in Other accrued liabilities and the
long-term portion, if any, in Other long-term liabilities in our
Consolidated Balance Sheets.

Fiscal 2013 Plans

In May 2013, we approved a restructuring plan for one of our
consumer operating segments designed to eliminate duplicative
processes and overhead and to exit certain processes and
product lines. This restructuring plan allows management

to refocus its attention on faster growing brands within the
consumer operating segment. In connection with this plan,

we recorded aggregate charges of approximately $15.6 million,
of which approximately $8.2 million relates to the elimination
of 133 positions and approximately $7.4 million results from
the shutdown of 2 manufacturing facilities. These actions are
expected to be completed during the first seven months of
fiscal 2014. In addition, there were approximately $3.9 million
of inventory markdowns, which are reflected in Cost of Sales

in our Consolidated Statements of Income.

Additionally, one of our industrial operating businesses
adopted a restructuring plan designed to simplify business
processes, accelerate innovation and deliver better results
for customers, employees and stockholders. We estimate
that this plan will eliminate approximately 34 positions and
severance payments will be made generally through the end
of fiscal 2014. In connection with the plan, we recorded
aggregate charges of approximately $4.5 million, all of which
relates to workforce reductions.

As a result of these restructuring activities, we recorded
inventory markdowns of $3.9 million, $3.5 million in write-
downs of buildings and equipment, and pretax restructuring
charges for future severance payments of $12.7 million in the
fourth quarter of 2013. No cash payments were made prior to
May 31, 2013.

NOTE C — GOODWILL AND OTHER INTANGIBLE ASSETS

The changes in the carrying amount of goodwill, by reportable
segment, for the years ended May 31, 2013 and 2012, are as
follows:

Industrial  Consumer

(In thousands) Segment Segment Total

Balance as of June 1,2011 $ 445,756 $ 385,733 $ 831,489
Acquisitions 50,233 4,944 55,177
Translation adjustments (30,098) (7,222) (37,320)
Balance as of May 31,2012 465,891 383,455 849,346
Acquisitions 98,718 162,071 260,789
Translation adjustments 209 3,487 3,696

Balance as of

May 31, 2013 $ 564,818 $ 549,013 $ 1,113,831

Total accumulated impairment losses were $14.9 million at
May 31, 2013 and 2012, which was recorded during the fiscal
year ended May 31, 2009 by our industrial reportable segment.
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Other intangible assets consist of the following major classes:

Gross Net Other
Amortization Carrying Accumulated Intangible
(In thousands) Period (In Years) Amount Amortization Assets
As of May 31, 2013
Amortized intangible assets
Formulae 3to 33 $ 216,418 $ 113,315 $ 103,103
Customer-related intangibles 3to 33 196,376 66,077 130,299
Trademarks/names 2to 40 30,223 13,222 17,001
Other 1to 40 48,817 27,046 21,771
Total Amortized Intangibles 491,834 219,660 272,174
Indefinite-lived intangible assets
Trademarks/names 187,439 187,439
Total Other Intangible Assets $ 679,273 $ 219,660 $ 459,613
As of May 31, 2012
Amortized intangible assets
Formulae 3to 33 $ 174,190 $ 103,414 $ 70,776
Customer-related intangibles 3to 33 139,824 52,616 87,208
Trademarks/names 4to 40 26,050 11,192 14,858
Other 1to 40 49,373 25,526 23,847
Total Amortized Intangibles 389,437 192,748 196,689
Indefinite-lived intangible assets
Trademarks/names 148,931 148,931
Total Other Intangible Assets $ 538,368 $ 192,748 $ 345,620

The aggregate intangible asset amortization expense for the fiscal years ended May 31, 2013, 2012 and 2011 was $27.7 million,
$21.4 million and $20.0 million, respectively. For the next five fiscal years, we estimate annual intangible asset amortization
expense related to our existing intangible assets to approximate the following: 2014 — $25.4 million, 2015 — $24.5 million,
2016 — $23.5 million, 2017 — $22.8 million and 2018 — $21.2 million.

NOTE D — MARKETABLE SECURITIES

The following tables summarize marketable securities held at May 31, 2013 and May 31, 2012 by asset type:

Available-For-Sale Securities

Gross Gross Fair Value
Amortized Unrealized Unrealized (Net Carrying

(In thousands) Cost Gains Losses Amount)
May 31, 2013
Equity securities:

Stocks - foreign $ 1,090 $ 244 $ - $ 1,334

Stocks - domestic 24,492 5,265 (392) 29,365

Mutual funds - foreign 18,328 1,901 (7) 20,222

Mutual funds - domestic 39,184 679 (492) 39,371
Total equity securities 83,094 8,089 (891) 90,292
Fixed maturity:

U.S. treasury and other government 20,528 247 (139) 20,636

Corporate bonds 1,724 244 - 1,968

Foreign bonds 37 4 - 41

Mortgage-backed securities 100 60 (4) 156
Total fixed maturity securities 22,389 555 (143) 22,801
Total $ 105,483 $ 8,644 $ (1,034) $ 113,093
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Available-For-Sale Securities

Gross Gross Fair Value
Amortized Unrealized Unrealized (Net Carrying

(In thousands) Cost Gains Losses Amount)
May 31, 2012
Equity securities:

Stocks - foreign $ 1,016 $ 79 $ - $ 1,095

Stocks - domestic 24,380 2,776 (1,046) 26,110

Mutual funds - foreign 17,489 521 (936) 17,074

Mutual funds - domestic 39,246 1,114 (1,077) 39,283
Total equity securities 82,131 4,490 (3,059) 83,562
Fixed maturity:

U.S. treasury and other government 19,347 530 (12) 19,865

Kemrock convertible bonds 13,670 - - 13,670

Corporate bonds 2,305 349 (5) 2,649

Foreign bonds 38 1 - 39

Mortgage-backed securities 241 105 (2) 344
Total fixed maturity securities 35,601 985 (19) 36,567
Total $ 117,732 $ 5,475 $ (3,078) $ 120,129

Marketable securities, included in other current and long-term
assets totaling $49.1 million and $64.0 million at May 31, 2013,
respectively, and included in other current and long-term
assets totaling $30.5 million and $89.6 million at May 31, 2012,
respectively, are composed of available-for-sale securities and
are reported at fair value. We carry a portion of our marketable
securities portfolio in long-term assets since they are generally
held for the settlement of our general and product liability
insurance claims processed through our wholly owned

captive insurance subsidiaries. We reclassified approximately
$76.0 million out of other current assets into long-term assets
as of May 31, 2012 in order to reflect the time frame over which
these assets are intended to be used.

In April 2012, we invested $22.7 million in 5.5% convertible
bonds issued by Kemrock. The bonds are convertible into
ordinary shares or global depositary receipts each representing
one ordinary share of Kemrock stock, and may be converted at
any time on or after June 4, 2012 and up to the close of business
on June 12, 2017. On May 31, 2013, we determined that the
remaining value associated with our investment in Kemrock
convertible bonds was other-than-temporarily impaired,

and therefore wrote off the remaining value approximating
$13.7 million. Prior to the write off, our investment in Kemrock
convertible bonds had been accounted for as an available for
sale security, which reflected the offsetting value of the discount
on the bond as of the balance sheet date and the decline in the
market value of the bond, and was classified in other long-term
assets in our Consolidated Balance Sheet.

Marketable securities 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 the 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 other-than-
temporary declines in market value have occurred, the duration
of the decline in value and our ability to hold the investment
are considered in conjunction with an evaluation of the
strength of the underlying collateral and the extent to which the
investment’s amortized cost or cost, as appropriate, exceeds its
related market value.

Gross gains and losses realized on sales of investments were
$12.3 million and $0.6 million, respectively, for the year ended
May 31, 2013. Gross gains and losses realized on sales of
investments were $4.1 million and $5.0 million, respectively,

for the year ended May 31, 2012. During fiscal 2013 and

2012, we recognized losses of $14.3 million and $1.6 million,
respectively, for securities deemed to have other-than-temporary
impairments. Included in the other-than-temporary impairments
recorded during fiscal 2013 is the loss recognized for our
remaining investment in Kemrock convertible bonds, totaling
$13.7 million. These amounts are included in investment
expense (income), net in the Consolidated Statements of
Income.

Summarized below are the securities we held at May 31, 2013
and May 31, 2012 that were in an unrealized loss position and
that were included in accumulated other comprehensive income,
aggregated by the length of time the investments had been in
that position:

May 31, 2013 May 31, 2012
Gross Gross
Fair Unrealized Fair Unrealized
(In thousands) Value Losses Value Losses
Total investments with unrealized losses $ 36,582 $ (1,034) $ 43,772 $ (3,078)
Unrealized losses with a loss position for less than 12 months 36,327 (956) 42,114 (2,596)
Unrealized losses with a loss position for more than 12 months 255 (78) 1,658 (482)

We have reviewed all of the securities included in the table
above and have concluded that we have the ability and intent to
hold these investments until their cost can be recovered, based
upon the severity and duration of the decline. Therefore, we

did not recognize any other-than-temporary impairment losses
on these investments. Unrealized losses at May 31, 2013 were

generally related to the lower levels of volatility in valuations
over the last several months for a portion of our portfolio of
investments in marketable securities. The unrealized losses
generally relate to investments whose fair values at May 31,
2013 were less than 15% below their original cost or have been
in a loss position for less than six consecutive months. Although
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we have seen recovery in general economic conditions over
the past year, if we were to experience continuing or significant
unrealized losses within our portfolio of investments in
marketable securities in the future, we may recognize additional
other-than-temporary impairment losses. Such potential losses

could have a material impact on our results of operations in any
given reporting period. As such, we continue to closely evaluate
the status of our investments and our ability and intent to hold
these investments.

The net carrying values of debt securities at May 31, 2013, by contractual maturity, are shown below. Expected maturities may differ
from contractual maturities because the issuers of the securities may have the right to prepay obligations without prepayment

penalties.
(In thousands) Amortized Cost Fair Value
Due:
Less than one year $ 3,219 $ 3,240
One year through five years 13,824 13,988
Six years through ten years 3,679 3,602
After ten years 1,767 1,971
$ 22,389 $ 22,801

NOTE E — FAIR VALUE MEASUREMENTS

Financial instruments recorded on the balance sheet include
cash and cash equivalents, trade accounts receivable,
marketable securities, notes and accounts payable, and debt.

An allowance for anticipated uncollectible trade receivable
amounts is established using a combination of specifically
identified accounts to be reserved, and a reserve covering trends
in collectibility. These estimates are based on an analysis of
trends in collectibility and past experience, but are primarily
made up of individual account balances identified as doubtful
based on specific facts and conditions. Receivable losses are
charged against the allowance when we confirm uncollectibility.

All derivative instruments are recognized on our Consolidated
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 a gain
or (loss) in our Consolidated Statement of Income in the current
period. Changes in the fair value of derivative instruments

used effectively as cash flow hedges are recognized in other
comprehensive income (loss), along with the change in the

value of the hedged item. We do not hold or issue derivative
instruments for speculative purposes.

The valuation techniques utilized for establishing the fair

values of assets and liabilities are based on observable

and unobservable inputs. Observable inputs reflect readily
obtainable data from independent sources, while unobservable
inputs reflect management’s market assumptions. The fair value
hierarchy has three levels based on the reliability of the inputs
used to determine fair value, as follows:

Level 1 Inputs — Quoted prices for identical instruments in
active markets.

Level 2 Inputs — Quoted prices for similar instruments

in active markets; quoted prices for identical or similar
instruments in markets that are not active; and model-
derived valuations whose inputs are observable or whose
significant value drivers are observable.

Level 3 Inputs — Instruments with primarily unobservable
value drivers.

The following tables present our assets and liabilities that are measured at fair value on a recurring basis and are categorized using

the fair value hierarchy.

Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable Fair Value at

(In thousands) Assets (Level 1)  Inputs (Level 2) Inputs (Level 3) May 31, 2013
U.S. Treasury and other government $ - $ 20,636 $ - $ 20,636
Foreign bonds 41 41
Mortgage-backed securities 156 156
Corporate bonds 1,968 1,968
Stocks - foreign 1,334 1,334
Stocks - domestic 29,365 29,365
Mutual funds - foreign 20,222 20,222
Mutual funds - domestic 39,371 39,371
Foreign currency forward contract (4,751) (4,751)
Cross-currency swap (10,048) (10,048)
Contingent consideration (64,500) (64,500)
Total $ 30,699 $ 67,595 $ (64,500) $ 33,794
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Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable Fair Value at

(In thousands) Assets (Level 1) Inputs (Level 2) Inputs (Level 3) May 31, 2012
U.S. Treasury and other government - $ 19,865 $ - $ 19,865
Foreign bonds 39 39
Mortgage-backed securities 344 344
Corporate bonds 2,649 2,649
Stocks - foreign 1,095 1,095
Stocks - domestic 26,110 26,110
Mutual funds - foreign 17,074 17,074
Mutual funds - domestic 39,283 39,283
Foreign currency forward contract (1,356) (1,356)
Cross-currency swap (2,159) (2,159)
Conversion option, Kemrock 5.5% bonds 9,031 9,031
Investment in Kemrock convertible debt 13,670 13,670
Total $ 27,205 $ 89,409 $ 9,031 $ 125,645

Our marketable securities are composed of mainly available-
for-sale securities, and are valued using a market approach.
The availability of inputs observable in the market varies from
instrument to instrument and depends on a variety of factors
including the type of instrument, whether the instrument is
actively traded, and other characteristics particular to the
transaction. For most of our financial instruments, pricing
inputs are readily observable in the market, the valuation
methodology used is widely accepted by market participants,
and the valuation does not require significant management
discretion. For other financial instruments, pricing inputs are
less observable in the market and may require management
judgment.

Our cross-currency swap is a liability that has a fair value of
$10.0 million at May 31, 2013, that was originally designed to fix
our interest and principal payments in euros for the life of our
unsecured 6.70% senior notes due November 1, 2015, which
resulted in an effective euro fixed-rate borrowing of 5.31%. The
basis for determining the rates for this swap included three legs
at the inception of the agreement: the U.S. dollar (USD) fixed
rate to a USD floating rate; the euro floating to euro fixed rate;
and the dollar to euro basis fixed rate at inception. Therefore,
we essentially exchanged fixed payments denominated in USD
for fixed payments denominated in euros, paying fixed euros at
5.31% and receiving fixed USD at 6.70%. The ultimate payments
are based on the notional principal amounts of 150 million USD
and approximately 125 million euros. There will be an exchange
of the notional amounts at maturity. The rates included in this
swap are based upon observable market data, but are not
quoted market prices, and therefore, the cross-currency swap

is considered a Level 2 liability on the fair value hierarchy.
Additionally, this cross-currency swap has been designated

as a hedging instrument, and is classified as other long-term
liabilities in our Consolidated Balance Sheets.

At May 31, 2013 and 2012, we had a foreign currency forward
contract with a fair value of approximately $4.8 million and
$1.4 million, respectively, which is classified as other accrued
liabilities in our Consolidated Balance Sheets. Our foreign

currency forward contract, which has not been designated as a
hedge, was designed to reduce our exposure to the changes in
the cash flows of intercompany foreign-currency-denominated
loans related to changes in foreign currency exchange rates

by fixing the functional currency cash flows. The foreign
exchange rates included in the forward contract are based upon
observable market data, but are not quoted market prices, and
therefore, the forward currency forward contract is considered a
Level 2 liability on the fair value hierarchy.

Our investment in Kemrock 5.5% convertible bonds includes
the fair value of the conversion option feature as of the balance
sheet date, and is classified in other long-term assets in our
Consolidated Balance Sheet at May 31, 2012. During the first
half of fiscal 2013, we recognized a loss of approximately

$9.0 million, resulting from the decline in the fair value of the
conversion option feature associated with the bond, driven
primarily from the decline in the market value of Kemrock
common stock, from 531.0 rupees per share at May 31, 2012

to 56.70 rupees per share at November 30, 2012. The majority
of the decline in the market value of Kemrock shares began to
occur during the month of August 2012. The write off of the
conversion option balance is reflected in other expense (income)
in the Consolidated Statements of Income. At May 31, 2013,
we determined that the remaining value of our investment

in Kemrock convertible bonds was other-than-temporarily
impaired, and therefore wrote off the remaining balance of
approximately $13.7 million.

The contingent consideration represents the estimated fair
value of the additional variable cash consideration payable in
connection with our acquisitions of Kirker Enterprises and Synta
that is contingent upon the achievement of certain performance
milestones. We estimated the fair value using expected future
cash flows over the period in which the obligation is expected
to be settled, and applied a discount rate that appropriately
captures a market participant’s view of the risk associated with
the obligation.
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The carrying value of our current financial instruments, which include cash and cash equivalents, marketable securities, trade
accounts receivable, accounts payable and short-term debt approximates fair value because of the short-term maturity of these
financial instruments. At May 31, 2013 and May 31, 2012, the fair value of our long-term debt was estimated using active market
quotes, based on our current incremental borrowing rates for similar types of borrowing arrangements, which are considered to be
Level 2 inputs. Based on the analysis performed, the fair value and the carrying value of our financial instruments and long-term debt

as of May 31, 2013 and May 31, 2012 are as follows:

At May 31, 2013

(In thousands) Carrying Value Fair Value

At May 31, 2012

(In thousands) Carrying Value Fair Value

Cash and cash equivalents $ 343,554 $ 343,554 Cash and cash equivalents $ 315968 $ 315,968
Marketable equity securities 90,292 90,292 Marketable equity securities 83,562 83,562
Marketable debt securities 22,801 22,801 Marketable debt securities 36,567 36,567
Long-term debt, including Long-term debt, including
current portion 1,373,697 1,501,850 current portion 1,115,536 1,232,180
NOTE F — BORROWINGS
A description of long-term debt follows:
May 31, 2013 2012

(In thousands)

Unsecured 6.25% senior notes due December 15, 2013 $ 200,000 $ 200,000
Unsecured 6.70% senior notes due November 1, 2015 150,000 150,000
Unsecured 6.50% senior notes due February 14, 20182 248,259 247,890
Unsecured 6.125% senior note due October 15, 2019® 459,457 460,688
Unsecured 3.45% senior notes due November 15, 2022 300,000
Revolving credit agreement for $600,000 with a syndicate of banks, through June 29, 2017% 7,701 48,797
Other obligations, including capital leases and unsecured notes payable at various rates
of interest due in installments through 2017. 8,280 8,161
1,373,697 1,115,536
Less: current portion 4,521 2,584
Total Long-Term Debt, Less Current Maturities $ 1,369,176 $ 1,112,952

(1) We entered into a cross-currency swap, which fixed the interest and principal payments in euros, resulting in an effective fixed-rate borrowing

of 5.31%.

(2) The $250.0 million aggregate principal amount of the notes due 2018 is adjusted for the amortization of the original issue discount, which
approximated $1.7 million and $2.1 million at May 31, 2013 and 2012, respectively. The original issue discount effectively reduced the ultimate
proceeds from the financing. The effective interest rate on the notes, including the amortization of the discount, is 6.704% for both years presented.

(3) Includes the combination of the October 2009 initial issuance of $300.0 million aggregate principal amount and the May 2011 issuance of an
additional $150.0 million aggregate principal amount of these notes. The $300.0 million aggregate principal amount of the notes due 2019 from the
initial issuance is adjusted for the amortization of the original issue discount, which approximated $0.2 million at May 31, 2013 and 2012. The original
issue discount effectively reduced the ultimate proceeds from the October 2009 financing. The effective interest rate on the notes issued in October
2009, including the amortization of the discount, is 6.139%. The additional $150.0 million aggregate principal amount of the notes due 2019 issued
in May 2011 is adjusted for the unamortized premium received at issuance, which approximated $9.7 million and $11.0 million at May 31, 2013 and
2012, respectively. The premium effectively increased the proceeds from the financing. The effective interest rate on the $150.0 million notes issued

in May 2011 is 4.934%.

(4) Interest was tied to AUD LIBOR at May 31, 2013, and averaged 4.16% for AUD denominated debt. Interest was tied to euro LIBOR and prime rate at
May 31, 2012, and averaged 1.99% and 5.65%, respectively, for euro denominated debt.

The aggregate maturities of long-term debt for the five
years subsequent to May 31, 2013 are as follows: 2014 —
$204.5 million; 2015 — $1.3 million; 2016 — $150.9 million;
2017 — $0.5 million; 2018 — $256.2 million and thereafter
$760.4 million. Additionally, at May 31, 2013, we had unused
lines of credit totaling $742.3 million.

Our available liquidity, including our cash and cash equivalents
and amounts available under our committed credit facilities,
stood at $1.1 billion at May 31, 2013. Our debt-to-capital ratio was
53.4% at May 31, 2013, compared with 48.5% at May 31, 2012.

6.25% Notes due 2013

On December 15, 2013, our $200 million 6.25% senior notes will
mature. It is our intent to refinance this debt with funds available
from our 5-year $600 million revolving credit agreement, which
has a maturity date of June 29, 2017. As a result, the senior
notes are classified as long-term debt at May 31, 2013. As

of May 31, 2013, the available credit on our revolving credit
agreement was $592 million.
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3.45% Notes due 2022

On October 23, 2012, we sold $300 million aggregated principal
amount of 3.45% Notes due 2022 (the “New Notes”). The net
proceeds of $297.7 million from the offering of the New Notes
were used to repay short-term borrowings outstanding under
our $600 million revolving credit facility.

6.125% Notes due 2019

On October 9, 2009, we sold $300.0 million aggregate principal
amount of 6.125% Notes due 2019 (the “Notes”). The net
proceeds from the offering of the Notes were used to repay
$163.7 million in principal amount of our unsecured notes due
October 15, 2009, and approximately $120.0 million in principal
amount of short-term borrowings outstanding under our
accounts receivable securitization program. The balance of the
net proceeds was used for general corporate purposes.



On May 27, 2011 we issued and sold an additional $150.0 million
aggregate principal amount of the Notes. The offering was priced
at 108.09% of the $150.0 million principal amount of Notes,
together with accrued interest up to, but excluding the closing
date, and at that price the Notes have a yield to maturity of
4.934%. The net proceeds of $162.1 million were used for general
corporate purposes, including working capital and potential
acquisitions of complementary businesses or other assets.

Revolving Credit Agreement

On June 29, 2012, we entered into an unsecured syndicated
revolving credit facility (the “Credit Facility”) with a group of
banks. The Credit Facility expires on June 29, 2017 and provides
for a five-year $600.0 million revolving credit facility, which
includes sublimits for the issuance of $50.0 million in swingline
loans, which are comparatively short-term loans used for
working capital purposes, and letters of credit. The aggregate
maximum principal amount of the commitments under the
Credit Facility may be expanded upon our request, subject

to certain conditions, to $800.0 million. The Credit Facility is
available to refinance existing indebtedness, to finance working
capital and capital expenditure needs, and for general
corporate purposes.

The Credit Facility requires us to comply with various customary
affirmative and negative covenants, including a leverage
covenant and interest coverage ratio. Under the terms of

the leverage covenant, we may not permit our consolidated
indebtedness as of any fiscal quarter end to exceed 60% of the
sum of such indebtedness and our consolidated shareholders’
equity on such date. The minimum required consolidated
interest coverage ratio for EBITDA to interest expense is 3.50

to 1. The interest coverage ratio is calculated at the end of each
fiscal quarter for the four fiscal quarters then ended.

As of May 31, 2013, we were in compliance with all covenants
contained in our Credit Facility, including the leverage and
interest coverage ratio covenants. At that date, our leverage
ratio was 53.5%, while our interest coverage ratio was 5.37 to 1.

Our access to funds under our Credit Facility is dependent on the
ability of the financial institutions that are parties to the Credit
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 a
short period of time. Moreover, the obligations of the financial
institutions under our Credit Facility are several and not joint
and, as a result, a funding default by one or more institutions
does not need to be made up by the others.

Accounts Receivable Securitization Program

On May 31, 2011, we entered into Amendment No. 5 to

our Receivables Purchase Agreement, dated April 7, 2009.
Amendment No. 5 extends the term of our accounts receivable
securitization program (the “AR Program”) to May 30, 2014,
subject to possible earlier termination upon the occurrence of
certain events. Pricing continues to be based on the Alternate
Base Rate, a LIBOR market index rate or LIBOR for a specified
tranche period plus a margin of 1.0%. This margin will increase
to 1.25% if we do not maintain our public debt rating of at least
BB+/Ba1/BB+ from any two of Standard & Poor’s, Moody'’s

or Fitch. In addition, a monthly unused fee is payable to the
purchasers. Amendment No. 5 also modified or eliminated
certain of the financial covenants under the AR Program. Under
the terms of the amended AR Program, we may not permit our
consolidated indebtedness calculated on the last day of each
fiscal quarter to exceed 60% of the sum of such indebtedness
and our consolidated shareholders’ equity on such date. The
interest coverage ratio covenant continues to require that we
not permit the ratio, calculated at the end of each fiscal quarter

for the four fiscal quarters then ended, of EBITDA to interest
expense for such period to be less than 3.5 to 1. Finally, the fixed
charge coverage ratio covenant under the pre-amended AR
Program has been deleted. The financial tests that remain in the
AR Program are substantially identical to the financial covenants
contained in our Credit Facility. There were no outstanding
borrowings under this facility as of May 31, 2013.

Our failure to comply with the covenants described above and
other covenants contained in the Credit Facility could 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.

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 a cross currency swap, which fixed the interest
and principal payments in euros for the life of the 6.7% Senior
Unsecured Notes and resulted in an effective euro fixed rate
borrowing of 5.31%.

NOTE G — INCOME TAXES

The provision for income taxes is calculated in accordance with
ASC 740, which requires the recognition of deferred income
taxes using the liability method.

Income (loss) before income taxes as shown in the Consolidated
Statements of Income is summarized below for the periods
indicated. Certain foreign operations are branches of RPM
International Inc.’s subsidiaries and are therefore subject to
income taxes in both the United States and the respective
foreign jurisdictions. Accordingly, the provision (benefit) for
income taxes by jurisdiction and the income (loss) before
income taxes by jurisdiction may not be directly related.

Year Ended May 31, 2013 2012 2011
(In thousands)
United States $ 5,104 $ 187,687 $ 217,427
Foreign 171,787 140,602 77,626
Income Before

Income Taxes $ 176,891 $ 328,289 $ 295,053

Provision (benefit) for income taxes consists of the following for
the periods indicated:

Year Ended May 31, 2013 2012 2011

(In thousands)

Current:
U.S. Federal $ 56590 $ 45547 $ 37,871
State and local 6,694 6,836 4,764
Foreign 44,747 49,231 41,542
Total Current 108,031 101,614 84,177
Deferred:
U.S. Federal (31,987) (787) 8,186
State and local (3,649) (572) 2,200
Foreign (5,355) (5,729) (2,678)
Total Deferred (40,991) (7,088) 7,708

Provision for

Income Taxes $ 67,040 $ 94526 $ 91,885

RPM International Inc. and Subsidiaries
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The significant components of deferred income tax assets and liabilities as of May 31, 2013 and 2012 were as follows:

(In thousands) 2013 2012
Deferred income tax assets related to:

Inventories $ 6,795 $ 5,810
Allowance for losses 7,584 8,935
Accrued compensation and benefits 113,394 113,934
Accrued other expenses 16,322 6,525
Other long-term liabilities 29,954 25,280
Net operating loss and credit carryforwards 70,208 76,740
Net unrealized loss on securities 21,727 1,478
Total Deferred Income Tax Assets 265,984 238,702
Less: valuation allowances (89,909) (75,167)
Net Deferred Income Tax Assets 176,075 163,535
Deferred income tax (liabilities) related to:

Depreciation (48,491) (47,872)
Pension and other postretirement benefits (12,204) (15,824)
Amortization of intangibles (125,042) (109,206)
Total Deferred Income Tax (Liabilities) (185,737) (172,902)
Deferred Income Tax Assets (Liabilities), Net $ (9,662) $ (9,367)

At May 31, 2013, we had U.S. federal foreign tax credit
carryforwards of approximately $14.5 million, which

expire starting in 2014. Additionally at May 31, 2013 we

had approximately $6.2 million of state net operating loss
carryforwards that expire at various dates beginning in 2014
and foreign net operating loss carryforwards of approximately
$178.7 million, of which approximately $30.1 million will

expire at various dates beginning in 2014 and approximately
$148.6 million that have an indefinite carryforward period. Also,
as of May 31, 2013, we had foreign capital loss carryforwards
of approximately $18.5 million that can be carried forward
indefinitely. These net operating loss, capital loss and foreign
tax credit carryforwards may be used to offset a portion of
future taxable income and, thereby, reduce or eliminate our U.S.
federal, state or foreign income taxes otherwise payable.

When evaluating the realizability of deferred income tax assets,
we consider, among other items, whether a jurisdiction has
experienced cumulative pretax losses and whether a jurisdiction
will generate the appropriate character of income to recognize

a deferred income tax asset. More specifically, if a jurisdiction
experiences cumulative pretax losses for a period of three years,
including the current fiscal year, or if a jurisdiction does not have
sufficient income of the appropriate character in the relevant
carryback or projected carryforward periods, we typically
conclude that it is more likely than not that the respective
deferred tax asset will not be realized unless factors such as
expected operational changes, availability of prudent and
feasible tax planning strategies, reversal of taxable temporary
differences or other information exists that would lead us to
conclude otherwise. If, after we have evaluated these factors,
the deferred income tax assets are not expected to be realized
within the carryforward or carryback periods allowed for that

jurisdiction, we would conclude that a valuation allowance is
required. To the extent that the deferred income tax asset is
expected to be utilized within the carryback or carryforward
periods, we would conclude that a valuation allowance would
not be required.

In applying the above, we determined, based on the available
evidence, that it is uncertain whether future taxable income of
certain of our foreign subsidiaries, future taxable income of the
appropriate character and anticipated foreign source income,
will be significant enough to recognize corresponding deferred
tax assets. As a result, we recorded net incremental valuation
allowances of approximately $14.7 million in fiscal 2013. The
change in valuation allowances is principally due to an increase
of approximately $21.8 million associated with unrealized losses
on Kemrock securities, partially offset by reductions in foreign
tax credit carryforwards of approximately $7.2 million.

Total valuation allowances of approximately $89.9 million and
$75.2 million have been recorded as of May 31, 2013 and 2012,
respectively. The recorded valuation allowances relate to U.S.
federal foreign tax credit carryforwards, foreign capital loss
carryforwards, certain foreign net operating losses, net foreign
deferred tax assets and unrealized losses on securities. A portion
of the valuation allowance is associated with deferred tax assets
recorded in acquisition accounting. In accordance with ASC

805, any reversal of a valuation allowance that was recorded in
acquisition accounting reduces income tax expense.

The following table reconciles income tax expense (benefit)
computed by applying the U.S. statutory federal income tax
rate against income (loss) before income taxes to the provision
(benefit) for income taxes:

Year Ended May 31, 2013 2012 2011

(In thousands)

Income tax expense (benefit) at the U.S. statutory federal income tax rate $ 61,912 $ 114,901 $ 103,141

Impact of foreign operations (11,552) (32,192) (39,932)
State and local income taxes net of federal income tax benefit 1,979 4,073 4,527

Tax benefits from the domestic manufacturing deduction (4,489) (3,744) (2,750)
Nondeductible fines and penalties 4,802 - -

Nondeductible business expense 1,269 1,304 1,404
Valuation allowance 14,729 9,353 24,994
Other (1,610) 831 501

Provision (Benefit) for Income Tax Expense $ 67,040 $ 94,526 $ 91,885

Effective Income Tax Rate 37.9% 28.8% 31.1%

RPM International Inc. and Subsidiaries



Uncertain income tax positions are accounted for in accordance
with ASC 740. The following table summarizes the activity
related to unrecognized tax benefits:

(In millions) 2013 2012 2011
Balance at June 1 $33 $64 $27
Additions based on tax positions
related to current year - - 0.3
Additions for tax positions
of prior years 6.0 0.5 3.9
Reductions for tax positions
of prior years (0.9) (0.4) (0.5)
Settlements - (3.2) -
Balance at May 31 $84 $33 $64

The total amount of unrecognized tax benefits that would impact
the effective tax rate, if recognized, was $7.5 million at May 31,
2013, $2.4 million at May 31, 2012 and $5.1 million at May 31,
2011. We do not anticipate any significant changes to the above
total unrecognized tax benefits within the next 12 months.

We recognize interest and penalties related to unrecognized

tax benefits in income tax expense. At May 31, 2013, 2012 and
2011, the accrual for interest and penalties was $5.2 million,

$1.5 million and $1.6 million, respectively. Unrecognized tax
benefits, including interest and penalties, have been classified as
other long-term liabilities unless expected to be paid in one year.

We, or our subsidiaries, file income tax returns in the U.S. and in
various state, local and foreign jurisdictions. As of May 31, 2013
we are subject to U.S. federal income tax examinations for the
fiscal years 2012 and 2013. In addition, with limited exceptions,
we, or our subsidiaries, are generally subject to state and local
or non-U.S. income tax examinations by tax authorities for the
fiscal years 2006 through 2013.

During fiscal 2013 we settled the U.S. federal income tax
examination for fiscal years 2009 and 2010. A net refund
position exists as a result of settling these examinations. The
underlying Internal Revenue Service (“IRS”) adjustments
related to, amongst other items, the deductibility of certain of
our expenditures, exclusion of selective items of miscellaneous
income and our research tax credit positions. The settlements
did not have a material impact on our financial statements.

In addition to settling the above examinations, in May 2013 we
informally agreed to a settlement with the IRS with respect to
their examination of our fiscal 2011 tax return. The underlying
adjustments were similar to those noted above for fiscal years
2009 and 2010.

We are currently under examination, or have been notified of an
upcoming tax examination for various non-U.S. and domestic
state and local jurisdictions. Although it is possible that certain
tax examinations could be resolved during the next 12 months,
the timing and outcomes are uncertain.

We include SPHC and its domestic subsidiaries (collectively, the
“SPHC Group”) in our consolidated federal income tax return.
We entered into a tax-cooperation agreement (the “Agreement”)
with the SPHC Group, effective from June 1, 2010. Generally,
the Agreement provides, amongst other items, that the federal
income taxes of the SPHC Group are to be computed on a
stand-alone separate return basis. The current portion of such
income tax payable, if any, is due from the SPHC Group to us.
Conversely, subject to the terms of the Agreement, income

tax benefits associated with net operating loss or tax credit
carryovers generated by the SPHC Group, if any, for the taxable
year that benefits our consolidated income tax return for that
taxable year are payable by us to the SPHC Group. Additionally,
pursuant to the terms of the Agreement, a similar approach is
applied to consolidated, combined or unitary state tax returns.

NOTE H — COMMON STOCK

On April 21, 2009, our board of directors adopted a new
Stockholder Rights Plan to replace the rights plan that was
originally adopted in 1999 and expired in May 2009. The new
plan is substantively similar to its predecessor. Under the new
plan, our board declared a dividend distribution of one right
for each outstanding share of our common stock, payable May
11, 2009. The rights initially trade together with shares of our
common stock and will not be exercisable. The rights generally
will become exercisable and allow the holder to acquire shares
of our common stock at a discounted price if a person or group
acquires 15% or more of our outstanding shares. Rights held
by persons who exceed the applicable threshold will be void.
Under certain circumstances, the rights will entitle the holder
to buy shares in an acquiring entity at a discounted price. Our
board may, at its option, redeem all rights for $0.001 per right,
generally at any time prior to the rights becoming exercisable.
The rights will expire May 11, 2019, unless earlier redeemed,
exchanged or amended by the board. The new plan specifically
provides that our board will review the status of the new plan
before its fifth anniversary to determine if any such action
should be taken.

On January 8, 2008, we announced our authorization of a stock
repurchase program under which we may repurchase shares
of our common stock at our discretion for general corporate
purposes. Our intention with regard to this program is to limit
our repurchases only to amounts required to offset dilution
created by stock issued in connection with our equity-based
compensation plans, or approximately one to two million
shares per year. As a result of this authorization, we may
repurchase shares from time to time in the open market or in
private transactions at various times and in amounts and for
prices that we deem appropriate, subject to insider trading
rules and other securities law restrictions. The timing of our
purchases has depended upon, and will continue to depend
upon, prevailing market conditions, alternative uses of capital
and other factors. We may limit or terminate the repurchase
program at any time. During the fiscal year ended May 31, 2013,
we did not repurchase any shares of our common stock under
this program. During the fiscal year ended May 31, 2012, we
repurchased 164,773 shares of our common stock at a cost of
approximately $3.0 million, or an average cost of $18.25 per
share, under this program. During the fiscal year ended May 31,
2011, we repurchased approximately 1.0 million shares of our
common stock at a cost of approximately $17.9 million, or an
average cost of $17.33 per share, under this program.

NOTE | — STOCK-BASED COMPENSATION

Stock-based compensation represents the cost related to
stock-based awards granted to our employees and directors;
these awards include restricted stock, restricted stock units,
stock options and SARs. We grant stock-based incentive

awards to our employees and/or our directors under various
share-based compensation plans. Plans that provide for stock
option grants or share-based payment awards include the 1996
Key Employees Stock Option Plan (the “1996 Plan”) and the
Amended and Restated 2004 Omnibus Equity and Incentive
Plan (the “Omnibus Plan”), which includes provisions for grants
of restricted stock, restricted stock units, performance stock,
performance stock units and SARs. Other plans, which provide
for restricted stock grants only, include the 2003 Restricted Stock
Plan for Directors (the “2003 Plan”) and the 2007 Restricted
Stock Plan (the “2007 Plan”).

RPM International Inc. and Subsidiaries
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We measure stock-based compensation cost at the date of grant,
based on the estimated fair value of the award. We recognize
the cost as expense on a straight-line basis (net of estimated
forfeitures) over the related vesting period.

The following table represents total stock-based compensation
expense included in our Consolidated Statements of Income:

Year Ended May 31, 2013 2012 2011
(In thousands)
Selling, general and

administrative expense  $ 17,145 $ 13,904 $ 12,282
Income tax expense (benefit) (5,627) (4,921) (4,337)
Total stock-based

compensation cost $ 11,5618 $ 8,983 $ 7,945

Stock Option Plans

Stock options are awards that allow our employees to purchase
shares of our common stock at a fixed price. We grant stock
options at an exercise price equal to the stock price on the date
of the grant. The fair value of SARs granted is estimated as of
the date of grant using a Black-Scholes option-pricing model.
The Black-Scholes option pricing model was developed for

use in estimating the fair value of traded options that have no
vesting restrictions and are fully transferable. The risk-free rate
for periods within the contractual life of the option is based

on the U.S. Treasury yield curve in effect at the time of grant.
The expected life of options granted is derived from the input
of the option-pricing model and represents the period of time
that options granted are expected to be outstanding. Expected
volatility rates are based on historical volatility of shares of our
common stock.

The following is a summary of our weighted-average
assumptions related to grants made during the last three
fiscal years:

Year Ended May 31, 2013 2012 2011
Risk-free interest rate 1.1% 2.5% 2.1%
Expected life of option 7.5 yrs 7.5 yrs 7.5 yrs
Expected dividend yield 3.3% 3.8% 4.1%
Expected volatility rate 28.2% 29.5% 29.6%

Compensation cost for awards under the 1996 Plan is recognized
on a straight-line basis over the related vesting period. Shares
of common stock under option are not eligible for dividend
payments until the shares are exercised.

The Omnibus Plan was approved by our stockholders on
October 8, 2004, and is intended to be the primary stock-based
award program for covered employees. A wide variety of

stock and stock-based awards, as well as dollar-denominated
performance-based awards, may be granted under the Omnibus
Plan. SARs are issued at fair value at the date of grant, have

up to ten-year terms and have graded-vesting terms over four
years. Compensation cost for these awards is recognized on a
straight-line basis over the related vesting period. Currently all
SARs outstanding are to be settled with stock. As of May 31,
2013, there were 3,200,250 SARs outstanding and 302,238 stock
options outstanding.

The following table summarizes option and share-based
payment activity (including SARs) under these plans during the
fiscal year ended May 31, 2013:

2013

Weighted Average Number of Shares
Share-Based Payments Exercise Price Under Option
(Shares in thousands)
Balance at June 1 $ 19.16 3,771
Options granted 25.87 550
Options canceled/expired 14.08 (1)
Options exercised 17.80 (818)
Balance at May 31 20.54 3,502
Exercisable at May 31 $ 18.99 2,057
Stock Option Plans 2013 2012 2011
(In millions, except per share amounts)
Weighted-average grant-date fair value per share $ 4.96 $ 4.69 $ 3.97
Intrinsic value of options exercised $ 98 $ 7.0 $ 7.7
Tax benefit from options exercised $ 35 $ 14 $ 1.2
Fair value of SARS vested $ 19 $ 20 $ 22

At May 31, 2013, the aggregate intrinsic value and weighted-
average remaining contractual life of options outstanding was
$44.1 million and 5.9 years respectively, while the aggregate
intrinsic value and weighted-average remaining contractual
life of options exercisable was $29.1 million and 4.5 years,
respectively.

At May 31, 2013, the total unamortized stock-based
compensation expense related to SARs that were previously
granted was $4.4 million, which is expected to be recognized
over 3.25 years. We anticipate that approximately 1.4 million
shares at a weighted-average exercise price of $22.73 and a
weighted-average remaining contractual term of 7.8 years will
ultimately vest under these plans.

RPM International Inc. and Subsidiaries

Restricted Stock Plans

We also grant stock-based awards, which may be made in the
form of restricted stock, restricted stock units, performance
stock and performance stock units. These awards are granted to
eligible employees or directors, and entitle the holder to shares
of our common stock as the award vests. The fair value of the
awards is determined and fixed based on the stock price at the
date of grant. A description of our restricted stock plans follows.

Under the Omnibus Plan, a total of 12,000,000 shares of our
common stock may be subject to awards. Of the 12,000,000
shares of common stock issuable under the Omnibus Plan, up
to 6,000,000 shares may be subject to “full-value” awards such
as restricted stock, restricted stock unit, performance stock and
performance stock unit awards.



The following table summarizes the share-based performance-
earned restricted stock (“PERS”) activity during the fiscal year
ended May 31, 2013:

Weighted-Average

Grant-Date
(Shares in thousands) Fair Value 2013
Balance at June 1 $ 20.18 1,070
Shares granted 26.22 495
Shares forfeited 20.62 (19)
Shares vested 18.98 (92)
Balance at May 31 $ 22.31 1,454

The weighted-average grant-date fair value was $26.22, $21.49
and $19.31 for the fiscal years ended May 31, 2013, 2012 and
2011, respectively. The restricted stock cliff vests after three
years. Nonvested restricted shares of common stock under
the Omnibus Plan are eligible for dividend payments. At

May 31, 2013, unamortized deferred compensation expense
of $13.2 million remained and is being amortized over the
applicable vesting period for each participant.

On October 7, 2010, our Compensation Committee approved
contingent awards of PCRS, (the “2011 PCRS"”), for certain
executives. During October 2010, 680,000 shares were granted
at a weighted-average grant-date price of $20.73. Additional
grants were made in July 2011, June 2012 and July 2012,
totaling 115,000 shares, 10,000 shares and 50,000 shares,
respectively, and were granted at a weighted-average grant-date
price of $22.16, $25.76 and $25.87, respectively. The awards

are contingent upon the level of attainment of performance
goals for the three-year and five-year periods from June 1, 2010
ending May 31, 2013, and from June 1, 2010 ending May 31,
2015, respectively. At May 31, 2013, we expect that up to
394,521 shares of stock may ultimately vest in relation to these
awards. Compensation cost for these awards will be recognized
on a straight-line basis over the related performance period,
with consideration given to the probability of attaining the
performance goals. As of May 31, 2013, there were 855,000 2011
PCRS shares outstanding and $4.1 million in total unamortized
stock-based compensation expense. At May 31, 2013,
approximately 392,500 shares have been earned, but not vested.

The 2003 Plan was approved on October 10, 2003 by our
stockholders, and was established primarily for the purpose of
recruiting and retaining directors, and to align the interests of
directors with the interests of our stockholders. Only directors
who are not our employees are eligible to participate. Under the
2003 Plan, up to 500,000 shares of our common stock may be
awarded, with awards cliff vesting over a three-year period. The
following table summarizes the share-based activity under the
2003 Plan during fiscal 2013:

Weighted-Average

Grant-Date
(Shares in thousands) Fair Value 2013
Balance at June 1 $ 20.23 115
Shares granted to Directors 26.63 35
Shares vested 19.31 (37)
Balance at May 31 $ 22.50 113

The weighted-average grant-date fair value was $26.63, $20.60
and $20.73 for the fiscal years ended May 31, 2013, 2012 and
2011, respectively. Unamortized deferred compensation expense
relating to restricted stock grants for directors of $1.2 million at
May 31, 2013, is being amortized over the applicable remaining
vesting period for each director. Nonvested restricted shares

of common stock under the 2003 Plan are eligible for dividend
payments. As of May 31, 2013, there were 192,750 shares
available for future grant.

Under the 2007 Plan, up to 1,000,000 shares may be awarded

to certain employees, generally subject to forfeiture. The

shares vest upon the latter of attainment of age 55 and the fifth
anniversary of the May 31st immediately preceding the date

of the grant. In addition, we also grant restricted stock units to
certain employees under this plan. The following table sets forth
awards and restricted stock units issued under the 2007 Plan for
the years ended May 31, 2013:

Weighted-Average

Grant-Date
(Shares in thousands) Fair Value 2013
Balance at June 1 $ 17.12 778
Shares granted 25.87 89
Shares forfeited 17.86 (9)
Shares vested 19.38 (43)
Balance at May 31 $ 17.94 815

The weighted-average grant-date fair value was $25.87, $22.16
and $17.88 for the fiscal years ended May 31, 2013, 2012 and
2011, respectively. As of May 31, 2013, 234,707 shares were
available for future issuance under the 2007 Plan. At May 31,
2013, unamortized stock-based compensation expense of

$4.9 million, $0.1 million and $1.1 million relating to the 2007
Plan, the 1997 Plan and the Restricted Stock Units, respectively,
which are being amortized over the applicable vesting period
associated with each participant.

The following table summarizes the activity for all nonvested
restricted shares during the year ended May 31, 2013:

Weighted-Average

Grant-Date Number of
(Shares in thousands) Fair Value Shares
Balance at June 1 $ 19.53 2,758
Granted 26.16 678
Vested 19.15 (171)
Forfeited 19.72 (29)
Balance at May 31 $ 20.94 3,236

The remaining weighted-average contractual term of nonvested
restricted shares at May 31, 2013 is the same as the period over
which the remaining cost of the awards will be recognized,
which is approximately 3.2 years. The fair value of the
nonvested restricted share awards have been calculated using
the market value of the shares on the date of issuance. For the
years ended May 31, 2013, 2012 and 2011, the weighted-average
grant-date fair value for restricted share grants was $26.16,
$21.62 and $19.97, respectively. The total fair value of shares
that vested during the years ended May 31, 2013, 2012 and 2011
was $3.3 million, $7.0 million and $10.8 million, respectively. We
anticipate that approximately 2.5 million shares at a weighted-
average grant-date fair value of $20.94 and a weighted-average
remaining contractual term of 3.2 years will ultimately vest,
based upon the unique terms and participants of each plan.
Approximately 45,194 shares of restricted stock were vested at
June 1, 2012, with 56,291 restricted shares vested as of May 31,
2013. The total intrinsic value of restricted shares converted
during the years ended May 31, 2013, 2012 and 2011 was

$1.3 million, $3.1 million and $0.6 million, respectively.

Total unrecognized compensation cost related to all nonvested
awards of restricted shares of common stock was $24.6 million
as of May 31, 2013. That cost is expected to be recognized over
a weighted-average period of 3.2 years. We did not receive
any cash from employees as a result of employee vesting and
release of restricted shares for the year ended May 31, 2013.

RPM International Inc. and Subsidiaries
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NOTE J — ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

Accumulated other comprehensive income (loss) consists of the following components:

Pension
And Other Unrealized Unrealized
Foreign Postretirement Gain Gain (Loss)
Currency  Benefit Liability (Loss) On On
Translation  Adjustments, Derivatives, Securities,
(In thousands) Adjustments Net of Tax Net of Tax Net of Tax Total
Balance at June 1, 2010 $ (16,462) $(103,265) $ 1,059 $ 10,877 $(107,791)
Reclassification adjustments for gains included
in net income, net of tax of $2,791 (5,676) (5,676)
Other comprehensive income (loss) 97,808 10,163 6,131 13,554 127,656
Deferred taxes (3,603) (1,923) (2,590) (8,116)
Balance at May 31, 2011 81,346 (96,705) 5,267 16,165 6,073
Reclassification adjustments for gains included
in net income, net of tax benefit of $844 1,043 1,043
Other comprehensive income (89,863) (119,189) (5,5612) (21,010) (235,574)
Deferred taxes 41,720 1,445 7,400 50,565
Balance at May 31, 2012 (8,517) (174,174) 1,200 3,598 (177,893)
Reclassification adjustments for gains included
in net income, net of tax benefit of $633 (1,953) (1,953)
Other comprehensive income (15,911) 48,100 14 7,860 40,063
Deferred taxes (17,481) (18) (1,971) (19,470)
Balance at May 31, 2013 $ (24,428) $(143,555) $ 1,196 $ 7,534 $(159,253)

NOTE K — EARNINGS PER SHARE

The following table sets forth the reconciliation of the numerator and denominator of basic and diluted earnings per share, as
calculated using the two-class method, for the years ended May 31, 2013, 2012 and 2011:

Year Ended May 31, 2013 2012 2011
(In thousands, except per share amounts)
Numerator for earnings per share:
Net income attributable to RPM International Inc. stockholders $ 98,603 $ 215,936 $ 189,058
Less: Allocation of earnings and dividends to participating securities (1,999) (4,024) (3,067)
Net income available to common shareholders - basic 96,604 211,912 185,991
Add: Undistributed earnings reallocated to unvested shareholders (3) 9 7
Net income available to common shareholders - diluted $ 96,601 $ 211,921 $ 185,998
Denominator for basic and diluted earnings per share:
Basic weighted average common shares 128,956 128,130 127,403
Average diluted options 845 587 663
Total shares for diluted earnings per share 129,801 128,717 128,066
Earnings Per Share of Common Stock Attributable to
RPM International Inc. Stockholders:
Basic Earnings Per Share of Common Stock $ 0.75 $ 1.65 $ 1.46
Diluted Earnings Per Share of Common Stock $ 0.74 $ 1.65 $ 1.45
For the years ended May 31, 2013, 2012 and 2011, approximately May 31,
3,095,000, 2,625,000 and 2,157,000 shares of stock, respectively,
granted under stock-based compensation plans were excluded (In thousands)
from the calculation of diluted EPS, as the effect would have 2014 $ 44,021
been anti-dilutive. 2015 35,870
2016 27,198
2017 19,428
NOTE L — LEASES 2018 15,282
We lease certain property, plant and equipment under long- Thereafter Sl
term operating lease agreements, some of which provide for Total Minimum Lease Commitments $ 193,633

increased rental payments based upon increases in the cost-of-
living index. The following table illustrates our future minimum
lease commitments under all non-cancelable lease agreements,
for each of the next five years and in the aggregate, as of

May 31, 2013:

RPM International Inc. and Subsidiaries

Total rental expense for all operating leases amounted to
$46.5 million, $40.6 million and $41.4 million for the fiscal years
ended May 31, 2013, 2012 and 2011, respectively.



NOTE M — PENSION PLANS

We sponsor several pension plans for our employees, including
our principal plan (the “Retirement Plan”), which is a non-
contributory defined benefit pension plan covering substantially
all domestic non-union employees. Pension benefits are
provided for certain domestic union employees through
separate plans. Employees of our foreign subsidiaries receive
pension coverage, to the extent deemed appropriate, through
plans that are governed by local statutory requirements.

The Retirement Plan provides benefits that are based upon years
of service and average compensation with accrued benefits
vesting after five years. Benefits for union employees are
generally based upon years of service, or a combination of years
of service and average compensation. Our pension funding
policy is to contribute an amount on an annual basis that can

be deducted for federal income tax purposes, using a different
actuarial cost method and different assumptions from those
used for financial reporting. For the fiscal year ending May 31,
2014, we expect to contribute approximately $27.4 million to the
retirement plans in the U.S. and approximately $7.4 million to
our foreign plans.

Net periodic pension cost consisted of the following for the year ended May 31:

U.S. Plans Non-U.S. Plans

(In thousands) 2013 2012 2011 2013 2012 2011
Service cost $ 25,950 $ 19,906 $ 16,957 $ 4,337 $ 3,731 $ 3,635
Interest cost 16,240 15,307 13,738 7,246 8,076 7,622
Expected return on plan assets (17,431) (17,416)  (12,558) (7,715) (7,867) (7,057)
Amortization of:

Prior service cost 348 352 358 7 10 12

Net actuarial losses recognized 16,888 8,510 7,919 2,771 2,169 2,472
Curtailment/settlement (gains) losses 72 - 83 234 - (26)
Net Pension Cost $ 42,067 $ 26,659 $ 26,497 $ 6,880 $ 6,119 $ 6,558

The changes in benefit obligations and plan assets, as well as the funded status of our pension plans at May 31, 2013 and 2012, were

as follows:
U.S. Plans Non-U.S. Plans

(In thousands) 2013 2012 2013 2012
Benefit obligation at beginning of year $ 385,013 $ 288,532 $ 175,338 $ 161,632
Service cost 25,950 19,906 4,337 3,731
Interest cost 16,240 15,307 7,246 8,076
Benefits paid (16,503) (13,467) (8,761) (6,337)
Participant contributions 929 1,035
Acquisitions 880
Actuarial (gains)/losses (8,014) 74,735 9,820 20,563
Settlements/Curtailments (3,874)
Premiums paid (127) (161)
Currency exchange rate changes 1,085 (14,081)
Benefit Obligation at End of Year $ 402,686 $ 385,013 $ 185,993 $ 175,338
Fair value of plan assets at beginning of year $ 198,208 $ 212,215 $ 137,318 $ 141,639
Actual return on plan assets 35,708 (14,309) 15,859 3,987
Employer contributions 24,547 13,769 9,422 8,363
Participant contributions 929 1,035
Benefits paid (16,503) (13,467) (8,761) (6,337)
Premiums paid (127) (161)
Currency exchange rate changes 416 (11,208)
Fair Value of Plan Assets at End of Year $ 241,960 $ 198,208 $ 155,056 $ 137,318
(Deficit) of plan assets versus benefit obligations

at end of year $ (160,726) $ (186,805) $ (30,937) $ (38,020)
Net Amount Recognized $ (160,726) $ (186,805) $ (30,937) $ (38,020)
Accumulated Benefit Obligation $ 340,742 $ 324,247 $ 173,586 $ 156,663

The fair value of the assets held by our pension plans has increased at May 31, 2013 since our previous measurement date at May 31,
2012, due primarily to the combination of gains in the stock market and plan contributions. At the same time, plan liabilities have
increased slightly due to plan experience and a slight increase in interest rates. As such, we have decreased our recorded liability

for the net underfunded status of our pension plans. Due to contributions and slightly higher interest rates, we expect pension
expense in fiscal 2014 to be slightly below our fiscal 2013 expense level. Any future declines in the value of our pension plan assets
or increases in our plan liabilities could require us to further increase our recorded liability for the net underfunded status of our
pension plans and could also require accelerated and higher cash contributions to our pension plans.

RPM International Inc. and Subsidiaries
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Amounts recognized in the Consolidated Balance Sheets for the years ended May 31, 2013 and 2012 are as follows:

U.S. Plans Non-U.S. Plans
(In thousands) 2013 2012 2013 2012
Noncurrent assets $ - $ - $ - 8 42
Current liabilities (43) (43) (436) (492)
Noncurrent liabilities (160,683) (186,762) (30,501) (37,570)
Net Amount Recognized $ (160,726) $ (186,805) $ (30,937) $ (38,020)

The following table summarizes the relationship between our plans’ benefit obligations and assets:

U.S. Plans
2013 2012
Benefit Plan Benefit Plan
(In thousands) Obligation Assets Obligation Assets
Plans with projected benefit obligation in excess of plan assets $ 402,686 $ 241,960 $ 385,013 $ 198,208
Plans with accumulated benefit obligation in excess
of plan assets 340,742 241,960 324,247 198,208
Non-U.S. Plans
2013 2012
Benefit Plan Benefit Plan
(In thousands) Obligation Assets Obligation Assets
Plans with projected benefit obligation in excess of plan assets $ 185,993 $ 155,056 $ 174,358 $ 136,296
Plans with accumulated benefit obligation in excess
of plan assets 94,423 70,642 83,465 62,902
Plans with assets in excess of projected benefit obligations 980 1,022
Plans with assets in excess of accumulated benefit obligations 79,163 84,414 73,198 74,416

The following table presents the pretax net actuarial loss, prior service (costs) and transition assets/(obligations) recognized in
accumulated other comprehensive income (loss) not affecting retained earnings:

U.S. Plans Non-U.S. Plans
(In thousands) 2013 2012 2013 2012
Net actuarial loss $ (161,835) $ (205,086) $ (57,882) $ (62,750)
Prior service (costs) (1,331) (1,679) (51) (93)
Total recognized in accumulated other comprehensive
income not affecting retained earnings $ (163,166) $ (206,765) $ (57,933) $ (62,843)

The following table includes the changes recognized in other comprehensive income:

U.S. Plans Non-U.S. Plans
(In thousands) 2013 2012 2013 2012
Changes in plan assets and benefit obligations
recognized in other comprehensive income:
Prior service cost $ - $ - $ - $ =
Net loss (gain) arising during the year (26,291) 106,459 (2,197) 24,441
Effect of exchange rates on amounts included in AOCI 300 (3,852)
Amounts recognized as a component of
net periodic benefit cost:
Amortization or curtailment recognition of prior service
credit (cost) (348) (352) (48) (10)
Amortization or settlement recognition of net gain (loss) (16,960) (8,510) (2,966) (2,169)
Total recognized in other comprehensive loss (income) $ (43,599) $ 97,597 $ (4,911) $ 18,410

RPM International Inc. and Subsidiaries



The following table presents the amounts in accumulated other comprehensive income (loss) as of May 31, 2013 that have not yet
been recognized in net periodic pension cost, but will be recognized in our Consolidated Statements of Income during the fiscal year
ending May 31, 2014:

(In thousands) U.S. Plans Non-U.S. Plans
Net actuarial loss $ (11,799) $ (2,493)
Prior service (costs) $ (334) $ (3)
In measuring the projected benefit obligation and net periodic long-term rate of return on pension plan assets, we consider
pension cost for our plans, we utilize actuarial valuations. the current and expected target asset allocations of the pension
These valuations include specific information pertaining to portfolio, as well as historical returns and future expectations
individual plan participants, such as salary, age and years of for returns on various categories of plan assets. Expected return
service, along with certain assumptions. The most significant on assets is determined by using the weighted-average return
assumptions applied include discount rates, expected return on on asset classes based on expected return for the target asset
plan assets and rate of compensation increases. We evaluate allocations of the principal asset categories held by each plan.
these assumptions, at a minimum, on an annual basis, and make In determining expected return, we consider both historical
required changes, as applicable. In developing our expected performance and an estimate of future long-term rates of return.

The following weighted-average assumptions were used to determine our year-end benefit obligations and net periodic pension cost
under the plans:

U.S. Plans Non-U.S. Plans

Year-End Benefit Obligations 2013 2012 2013 2012
Discount rate 4.45% 4.25% 3.95% 4.19%
Rate of compensation increase 3.14% 3.15% 3.32% 3.76%

U.S. Plans Non-U.S. Plans
Net Periodic Pension Cost 2013 2012 2011 2013 2012 2011
Discount rate 4.25% 5.25% 5.75% 4.19% 5.14% 5.26%
Expected return on plan assets 8.50% 8.50% 8.75% 5.32% 5.63% 5.75%
Rate of compensation increase 3.15% 3.15% 3.28% 3.76% 3.83% 3.81%

The following tables illustrate the weighted-average actual and target allocation of plan assets:

U.S. Plans Non-U.S. Plans
Actual Asset Actual Asset
. Allocation . Allocation
Target Allocation Target Allocation

(Dollars in millions) as of May 31, 2013 2013 2012 (Dollars in millions) as of May 31, 2013 2013 2012
Equity securities 55% $146.2 $111.7 Equity securities 42% $81.8 $ 67.0
Fixed income securities 25% 74.1 64.4 Fixed income securities 51% 46.7 43.9
Cash 3.9 4.5 Cash 1% 0.2 0.4
Other 20% 17.8 17.6 Property and other 6% 26.3 26.0
Total assets 100% $242.0 $198.2 Total assets 100% $155.0 $137.3

The following tables present our pension plan assets as categorized using the fair value hierarchy at May 31, 2013 and 2012:

U.S. Plans
Quoted Prices  Significant Other Significant
in Active Markets Observable Unobservable
for Identical Inputs Inputs Fair Value at
(In thousands) Assets (Level 1) (Level 2) (Level 3) May 31, 2013
U.S. Treasury and other government $ - $ 10,288 $ - $ 10,288
State and municipal bonds 455 455
Foreign bonds 2,342 2,342
Mortgage-backed securities 7,332 7,332
Corporate bonds 14,550 14,550
Stocks - large cap 26,443 26,443
Stocks - mid cap 15,423 15,423
Stocks - small cap 11,451 11,451
Stocks - international 2,643 2,643
Mutual funds - equity 90,260 90,260
Mutual funds - fixed 39,080 39,080
Cash and cash equivalents 3,848 3,848
Limited partnerships 1,159 1,159
Common/collective trusts 16,686 16,686
Total $ 59,808 $ 164,307 $ 17,845 $ 241,960
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Non-U.S. Plans

Quoted Prices  Significant Other Significant
in Active Markets Observable Unobservable
for Identical Inputs Inputs Fair Value at
(In thousands) Assets (Level 1) (Level 2) (Level 3) May 31, 2013
Pooled equities $ - $ 80,550 $ - $ 80,550
Pooled fixed income 46,428 46,428
Foreign bonds 261 261
Insurance contracts 26,313 26,313
Mutual funds 1,289 1,289
Cash and cash equivalents 215 215
Total $ 215 $ 128,528 $ 26,313 $ 155,056
U.S. Plans
Quoted Prices  Significant Other Significant
in Active Markets Observable Unobservable
for Identical Inputs Inputs Fair Value at
(In thousands) Assets (Level 1) (Level 2) (Level 3) May 31, 2012
U.S. Treasury and other government $ - $ 7,969 $ - $ 7,969
State and municipal bonds 490 490
Foreign bonds 2,279 2,279
Mortgage-backed securities 9,169 9,169
Corporate bonds 14,647 14,647
Stocks - large cap 36,196 36,196
Stocks - mid cap 19,659 19,659
Stocks - small cap 10,413 10,413
Stocks - international 6,961 6,961
Mutual funds - equity 38,475 38,475
Mutual funds - fixed 29,806 29,806
Cash and cash equivalents 4,549 4,549
Limited partnerships 1,833 1,833
Common/collective trusts 15,762 15,762
Total $ 77,778 $ 102,835 $ 17,595 $ 198,208
Non-U.S. Plans
Quoted Prices  Significant Other Significant
in Active Markets Observable Unobservable
for Identical Inputs Inputs Fair Value at
(In thousands) Assets (Level 1) (Level 2) (Level 3) May 31, 2012
Pooled equities $ - $ 66,212 $ - $ 66,212
Pooled fixed income 43,446 43,446
Foreign bonds 433 433
Insurance contracts 25,974 25,974
Mutual funds 843 843
Cash and cash equivalents 410 410
Total $ 410 $ 110,934 $ 25974 $ 137,318

The following table includes the activity that occurred during the years ended May 31, 2013 and 2012 for our Level 3 assets:

Actual Return on Plan Assets For: Transfers
Balance at Assets Still Held  Assets Sold In/Out of Balance at
(In thousands) Beginning of Period at Reporting Date During Year Settlements " Level 3 End of Period
Year ended May 31, 2013 $ 43,569 1,283 924 1,113 (2,731) $ 44,158
Year ended May 31, 2012 48,716 231 (619) (3,998) (761) 43,569

(1) Includes the impact of exchange rate changes during the year.

The primary objective for the investments of the Retirement
Plan is to provide for long-term growth of capital without

undue exposure to risk. This objective is accomplished by
utilizing a strategy of equities, fixed income securities and

cash equivalents in a mix that is conducive to participation in a
rising market, while allowing for adequate protection in a falling
market. Our Investment Committee oversees the investment
allocation process, which includes the selection and evaluation

RPM International Inc. and Subsidiaries

of investment managers, the determination of investment
objectives and risk guidelines, and the monitoring of actual
investment performance. In order to manage investment risk
properly, Plan policy prohibits short selling, securities lending,
financial futures, options and other specialized investments
except for certain alternative investments specifically approved
by the Investment Committee. The Investment Committee
reviews, on a quarterly basis, reports of actual Plan investment



performance provided by independent third parties, in addition
to its review of the Plan investment policy on an annual basis.
The investment objectives are similar for our plans outside of
the U.S., subject to local regulations. In general, investments
for all plans are managed by private investment managers,
reporting to our Investment Committee on a regular basis.

The goals of the investment strategy for pension assets include:
The total return of the funds shall, over an extended period

of time, surpass an index composed of the Standard & Poor’s
500 Stock Index (equity), the Barclays Aggregate Bond Index
(fixed income), and 30-day Treasury Bills (cash); weighted
appropriately to match the asset allocation of the plans. The
equity portion of the funds shall surpass the Standard & Poor’s
500 Stock Index over a full market cycle, while the fixed income
portion shall surpass Barclays Aggregate Bond Index over a

full market cycle. The purpose of the core fixed income fund

is to increase return in the form of cash flow, provide a hedge
against inflation and to reduce the volatility of the fund overall.
Therefore, the primary objective of the core fixed income portion
is to match the Barclays Aggregate Bond Index. The purpose

of including opportunistic fixed income assets such as, but not
limited to, global and high yield securities in the portfolio is to
enhance the overall risk-return characteristics of the Fund.

In addition to the defined benefit pension plans discussed above,
we also sponsor employee savings plans under Section 401(k) of
the Internal Revenue Code, which cover most of our employees
in the U.S. We record expense for defined contribution plans

for any employer matching contributions made in conjunction
with services rendered by employees. The majority of our plans
provide for matching contributions made in conjunction with
services rendered by employees. Matching contributions are
invested in the same manner that the participants invest their
own contributions. Matching contributions charged to income
were $13.1 million, $11.9 million and $10.9 million for the years
ending May 31, 2013, 2012 and 2011, respectively.

We expect to pay the following estimated pension benefit
payments in the next five years (in millions): $27.2 in 2014; $29.2
in 2015; $30.6 in 2016; $33.2 in 2017; and $35.3 in 2018. In the
five years thereafter (2019-2023) we expect to pay $203.1 million.

NOTE N — POSTRETIREMENT BENEFITS

We sponsor several unfunded-health-care-benefit plans for
certain of our retired employees as well as post-retirement life
insurance for certain key employees. Eligibility for these benefits
is based upon various requirements. The following table
illustrates the effect on operations of these plans for the three
years ended May 31, 2013:

U.S. Plans Non-U.S. Plans
(In thousands) 2013 2012 2011 2013 2012 2011
Service cost - Benefits earned during the period $ - $ - $ 5 $ 1,185 $ 745 $ 736
Interest cost on the accumulated obligation 349 416 439 1,188 968 925
Amortization of:

Prior service cost (86) (86) (86)

Unrecognized losses 16 (58) (191) 470 72 89
Net Periodic Postretirement Expense $ 279 $ 272 $ 167 $ 2,843 $ 1,785 $ 1,750
The changes in benefit obligations of the plans at May 31, 2013 and 2012 were as follows:

U.S. Plans Non-U.S. Plans
(In thousands) 2013 2012 2013 2012
Accumulated postretirement benefit obligation

at beginning of year $ 9,677 $ 9,103 $ 24,517 $ 17,557
Service cost 1,185 745
Interest cost 349 416 1,188 968
Benefit payments (572) (665) (441) (369)
Medicare subsidy received 74 69
Actuarial (gains) losses (1,014) 754 1,988 6,979
Currency exchange rate changes (22) (1,363)
Accumulated and accrued postretirement benefit

obligation at end of year $ 8,514 $ 9,677 $ 28,415 $ 24,517

In determining the postretirement benefit amounts outlined above, measurement dates as of May 31 for each period were applied.

Amounts recognized in the Consolidated Balance Sheets for the years ended May 31, 2013 and 2012 are as follows:

U.S. Plans Non-U.S. Plans
(In thousands) 2013 2012 2013 2012
Current liabilities $ (642) $ (714) $ (486) $ (428)
Noncurrent liabilities (7,872) (8,963) (27,929) (24,089)
Net Amount Recognized $ (8,514) $(9,677) $ (28,415) $(24,517)

RPM International Inc. and Subsidiaries
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The following table presents the pretax net actuarial gain (loss) and prior service credits recognized in accumulated other

comprehensive income (loss) not affecting retained earnings:

U.S. Plans Non-U.S. Plans
(In thousands) 2013 2012 2013 2012
Net actuarial gain (loss) $ 996 $ (35) $ (10,950) $ (9,441)
Prior service credits 516 603
Total recognized in accumulated other comprehensive
income not affecting retained earnings $ 1,512 $ 568 $(10,950) $ (9,441)
The following table includes the changes recognized in other comprehensive income:
U.S. Plans Non-U.S. Plans
(In thousands) 2013 2012 2013 2012
Changes in plan assets and benefit obligations
recognized in other comprehensive income:
Prior service cost $ - $ - $ - $ -
Net loss (gain) arising during the year (1,014) 754 1,988 6,979
Effect of exchange rates on amounts included in AOCI (9) (409)
Amounts recognized as a component of net periodic benefit cost:
Amortization or curtailment recognition of prior service
credit (cost) 86 86
Amortization or settlement recognition of net gain (loss) (16) 58 (470) (72)
Total recognized in other comprehensive loss (income) $  (944) $ 898 $ 1,509 $ 6,498
The following weighted-average assumptions were used to determine our year-end benefit obligations and net periodic
postretirement benefit costs under the plans:
U.S. Plans Non-U.S. Plans
Year-End Benefit Obligations 2013 2012 2013 2012
Discount rate 3.95% 3.75% 4.50% 4.75%
Current healthcare cost trend rate 7.54% 7.70% 6.43% 6.92%
Ultimate healthcare cost trend rate 4.50% 4.50% 4.20% 4.20%
Year ultimate healthcare cost trend rate will be realized 2029 2029 2030 2030
U.S. Plans Non-U.S. Plans
Net Periodic Postretirement Cost 2013 2012 2011 2013 2012 2011
Discount rate 3.75% 4.75% 5.75% 4.75% 5.75% 5.75%
Healthcare cost trend rate 7.70% 7.87% 8.04% 6.92% 7.00% 7.40%
Ultimate healthcare cost trend rate 4.50% 4.50% 4.50% 4.20% 4.50% 4.50%
Year ultimate healthcare cost
trend rate will be realized 2029 2029 2029 2030 2030 2030

Increasing or decreasing current healthcare cost trend rates by 1% would affect our accumulated postretirement benefit obligation
and net postretirement expense by the following amounts for the years ended May 31, 2013 and 2012:

U.S. Plans Non-U.S. Plans

(In thousands) 2013 2012 2013 2012
1% Increase in trend rate

Accumulated Benefit Obligation $ 296 $ 390 $ 9,080 $ 3,920
Postretirement Cost 15 21 647 473
1% Decrease in trend rate

Accumulated Benefit Obligation $ (265) $ (348) $ (3,802) $ (5,176)
Postretirement Cost (13) (19) (481) (351)

We expect to pay approximately $1.1 million to $1.4 million

in estimated postretirement benefits in each of the next five
years. In the five years thereafter (2019-2023) we expect to pay
a cumulative total of $8.4 million.

The Medicare Prescription Drug, Improvement and
Modernization Act of 2003 (the “Act”), was signed into law

on December 8, 2003. The Act provides for prescription drug
benefits under Medicare Part D and contains a subsidy to plan
sponsors who provide “actuarially equivalent” prescription drug
plans. Our actuary has determined that the prescription drug
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benefit provided by our postretirement plan is considered to be
actuarially equivalent to the benefits provided under the Act for
all years since inception.

We have included the impact of our portion of the Medicare
Prescription Drug, Improvement and Modernization Act of 2003
subsidy in the determination of accumulated postretirement
benefit obligation for the U.S. nonpension postretirement
benefit plan for the periods ended May 31, 2013 and 2012.

For the fiscal years ended May 31, 2013 and 2012, we received
reimbursements from Medicare related to this law amounting
to approximately $74,000 and $69,000, respectively.



NOTE 0 — REORGANIZATION PROCEEDINGS
OF CERTAIN SUBSIDIARIES

General — Prior to May 31, 2010, Bondex and SPHC were
defendants in various asbestos-related bodily injury lawsuits
filed in various state courts. These cases generally sought
unspecified damages for asbestos-related diseases based on
alleged exposures to asbestos-containing products.

On May 31, 2010, Bondex and its parent, SPHC, filed voluntary
petitions for relief under Chapter 11 of the Bankruptcy Code in
the U.S. Bankruptcy Court for the District of Delaware. SPHC

is also the parent company for various operating companies
that are not part of the reorganization filing, including Chemical
Specialties Manufacturing Corp.; Day-Glo Color Corp.; Dryvit
Holdings, Inc.; Guardian Protection Products Inc.; Kop-Coat Inc.;
TCI, Inc. and RPM Wood Finishes Group, Inc. SPHC and Bondex
(the “filing entities”) took this action in an effort to permanently
and comprehensively resolve all pending and future asbestos-
related liability claims associated with Bondex and SPHC-related
products. As a result of the filing, all Bondex and SPHC asbestos
personal injury lawsuits have been stayed due to the imposition
of an automatic stay applicable in bankruptcy cases, with the
exception of the cases referenced in Note A(2) with respect to
which the stay was lifted. In addition, at the request of SPHC
and Bondex, the bankruptcy court has entered orders staying all
claims against RPM International Inc. and its affiliates that are
derivative of the asbestos claims against SPHC and Bondex.

Through the Chapter 11 proceedings, the filing entities are
seeking to formulate a consensual plan of reorganization
pursuant to Section 524(g) of the Bankruptcy Code. That
contemplated plan of reorganization would establish a trust

to which all present and future asbestos claims against the
debtors would be channeled, and which would provide
compensation to the asbestos claimants based upon factors set
forth in trust distribution procedures provided for by the plan of
reorganization. We would hope to have any channeling order
issued by the bankruptcy court in connection with such a plan
of reorganization also protect ourselves as well as other non-
filing affiliates of the debtors, so that all future SPHC-related and
Bondex-related asbestos claims must proceed against the trust
and cannot be asserted against us or other non-filing affiliates.
The ultimate ability to achieve such a consensual plan of
reorganization on such terms, however, depends on numerous
factors, and no assurance can be provided that such a plan of
reorganization with these terms will, in fact, be achieved.

In January 2013, a hearing to estimate the aggregate current
and future asbestos liabilities of the filing entities was
conducted before Judge Judith K. Fitzgerald in the United States
Bankruptcy Court for the District of Delaware (the “Bankruptcy
Court”). In May 2013, the Bankruptcy Court issued an opinion
estimating the current and future asbestos claims associated
with Bondex and SPHC at approximately $1.17 billion. The
estimation hearing represents one step in the legal process in
helping to determine the appropriate amount of funding for a
524(g) asbestos trust. Bondex and SPHC firmly believe that the
ruling substantially overstates the amount of their liability and is
not supported by the facts or the law. The debtors have filed an
appeal of the decision and are seeking certification of the appeal
directly to the United States Court of Appeals for the Third
Circuit, thereby bypassing review by the United States District
Court for the District of Delaware. We have also separately

filed an appeal. The asbestos claimants and the future claims
representative have moved to dismiss the appeals, arguing that
the estimation order is not a final, appealable order. Bondex,
SPHC and we believe that the order is final and appealable,

and that, even if it were not, the appeal should be treated as a
motion to appeal, which should be granted. Assuming that the
motion to dismiss the appeal is not granted, it is anticipated that

the appeal process could take an additional two to three years.
That time period could be shorter if the appeal is certified to
and heard directly by the United States Court of Appeals for the
Third Circuit.

Prior to the bankruptcy filing, the filing entities had litigated and,
on many occasions, settled asbestos-related products liability
claims brought against them. The debtors paid $92.6 million
during the year ended May 31, 2010, prior to the bankruptcy
filing, in connection with the litigation and settlement of
asbestos claims, $42.6 million of which consisted of defense
costs. With the exception of the appeal bonds described in
Note A(2), no claims have been paid since the bankruptcy filing
and it is not contemplated that any claims will be paid until a
plan of reorganization is confirmed and an asbestos trust is
established and operating.

Prior to the Chapter 11 bankruptcy filing, we recorded asbestos-
related contingent liabilities that included estimations of future
costs. Such estimates by their nature are subject to many
uncertainties that may change over time, including (i) the
ultimate number of claims filed; (ii) the amounts required to
resolve both currently known and future unknown claims;

(iii) the amount of insurance, if any, available to cover such
claims, including the outcome of coverage litigation against
the filing entities’ third-party insurers; (iv) future earnings and
cash flow of the filing entities; (v) the impact of bankruptcies

of other companies whose share of liability may be imposed
on the filing entities under certain state liability laws; (vi)

the unpredictable aspects of the litigation process including

a changing trial docket and the jurisdictions in which trials

are scheduled; (vii) the outcome of any such trials, including
potential judgments or jury verdicts, as a result of the strategy
of Bondex and SPHC to take selective cases to verdict; (viii)

the lack of specific information in many cases concerning
exposure to products for which Bondex, SPHC, or another of our
subsidiaries is allegedly responsible, and the claimants’ alleged
diseases resulting from such exposure; (ix) potential changes
in applicable federal and/or state tort liability law; and (x) the
potential impact of various proposed structured settlement
transactions. All these factors may have a material effect upon
future asbestos-related liability estimates.

As a result of their bankruptcy filing, SPHC and Bondex are
precluded from paying dividends to shareholders and from
making payments on any pre-bankruptcy filing accounts or
notes payable that are due and owing to any other entity
within the RPM group of companies (the “Pre-Petition
Intercompany Payables”) or other pre-petition creditors during
the pendency of the bankruptcy case, without the Bankruptcy
Court’s approval. Moreover, no assurances can be given that
any of the Pre-Petition Intercompany Payables will ever be paid
or otherwise satisfied.

When SPHC emerges from the jurisdiction of the Bankruptcy
Court, the subsequent accounting will be determined based
upon the applicable circumstances and facts at such time,
including the terms of any plan of reorganization.

SPHC has assessed its liquidity position as a result of the
bankruptcy filing and believes that it can continue to fund its
and its subsidiaries’ operating activities and meet its debt and
capital requirements for the foreseeable future.

RPM International Inc. and Subsidiaries
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Historical Asbestos Liability Reserve — In fiscal 2006,
management retained Crawford & Winiarski (“C&W"), an
independent, third-party consulting firm with expertise in

the area of asbestos valuation work, to assist it in calculating
an estimate of Bondex's liability for unasserted-potential-
future-asbestos-related claims. C&W'’s methodology to project
Bondex’s liability for unasserted-potential-future-asbestos-
related claims included an analysis of: (a) a widely accepted
forecast of the population likely to have been exposed to
asbestos; (b) epidemiological studies estimating the number
of people likely to develop asbestos-related diseases; (c) the
historical rate at which mesothelioma incidences resulted in
the payment of claims by Bondex; (d) the historical settlement
averages to value the projected number of future compensable
mesothelioma claims; (e) the historical ratio of mesothelioma-
related indemnity payments to non-mesothelioma indemnity
payments; and (f) the historical defense costs and their
relationship with total indemnity payments. Based upon the
results of this analysis, Bondex recorded an accrued liability
for asbestos claims through 2016 as of May 31, 2006 of

$421.3 million. This amount was calculated on a pretax basis
and was not discounted for the time value of money.

During the fiscal year ended May 31, 2008, the ten-year
asbestos liability established as of May 31, 2006 was reviewed
and evaluated. As part of that process, the credibility of
epidemiological studies of Bondex’'s mesothelioma claims,

NOTE P — CONTINGENCIES AND OTHER ACCRUED LOSSES

Accrued loss reserves consist of the following:

first introduced to management by C&W some two-and-one-
half years earlier, was validated. At the core of the evaluation
process, and the basis of C&W's actuarial work on behalf of
Bondex, is the Nicholson Study. The Nicholson Study is the
most widely recognized reference in bankruptcy trust valuations,
global settlement negotiations and the Congressional Budget
Office’s work done on the proposed FAIR Act in 2006. Based on
our ongoing comparison of the Nicholson Study projections
and Bondex’s specific actual experience, which at that time
continued to bear an extremely close correlation to the study’s
projections, the asbestos liability projection was extended out
to the year 2028. C&W assisted in calculating an estimate of

our liability for unasserted-potential-future-asbestos-related
claims out to 2028. C&W projected that the cost of extending the
asbestos liability to 2028, coupled with an updated evaluation of
Bondex's current known claims to reflect its most recent actual
experience, would be $288.1 million. Therefore, management
added $288.1 million to the existing asbestos liability, which
brought Bondex’s total asbestos-related balance sheet liabilities
at May 31, 2008 to $559.7 million. On May 30, 2010, the day
prior to the bankruptcy filing, Bondex had recorded an asbestos
related product liability of $397.7 million.

As noted above, however, the Bankruptcy Court has now
estimated the present and future asbestos-related liabilities of
Bondex and SPHC at $1.17 billion, and that determination is the
subject of pending appeals.

May 31, 2013 2012
(In thousands)

Accrued product liability reserves $ 15,5682 $ 11,736
Accrued warranty reserves 8,591 13,564
Accrued environmental reserves 3,418 3,580
Total accrued loss reserves - Current $ 27,591 $ 28,880
Accrued product liability reserves - noncurrent $ 29,489 $ 28,592
Accrued warranty liability - noncurrent 739 1,187
Accrued environmental reserves - noncurrent 3,274 3,952
Total accrued loss reserves - Noncurrent $ 33,502 $ 33,731

During our fiscal year ended May 31, 2013, we recorded an
adjustment to our current product liability reserves to remove
the impact of claims that we determined will not likely be paid
out over the next 12 months, which should have been included
in the long-term product liability reserves as of May 31, 2012.
As a result, long-term accrued product liability reserves (a
component of other long-term liabilities on our Consolidated
Balance Sheets) were increased by $25.8 million, and current
accrued product liability reserves (a component of accrued loss
reserves on our Consolidated Balance Sheets) were decreased
by an equal amount, in order to reflect this reclassification as of
May 31, 2012.

We provide, through our wholly owned insurance subsidiaries,
certain insurance coverage, primarily product liability coverage,
to our other subsidiaries. Excess coverage is provided by third-
party insurers. Our reserves provide for these potential losses
as well as other uninsured claims. Product liability reserves

are established based upon actuarial calculations of potential
liability using industry experience, actual historical experience
and actuarial assumptions developed for similar types of
product liability claims, including development factors and lag
times. While it is reasonably possible that excess liabilities, if
they were to occur, could be material to operating results in any

RPM International Inc. and Subsidiaries

given quarter or year of their recognition, we do not believe
that it is reasonably possible that excess liabilities would have a
material adverse effect on our long-term results of operations,
liquidity or consolidated financial position.

We also offer warranty programs at several of our industrial
businesses and have established a product warranty liability. We
review this liability for adequacy on a quarterly basis and adjust
it as necessary. The primary factors that could affect this liability
may include changes in the historical system performance rate
as well as the costs of replacement. Provision for estimated
warranty costs is recorded at the time of sale and periodically
adjusted, as required, to reflect actual experience. It is probable
that we will incur future losses related to warranty claims we
have received but that have not been fully investigated and
related to claims not yet received. While our warranty liability
represents our best estimate at May 31, 2013, we can provide
no assurances that we will not experience material claims in

the future or that we will not incur significant costs to resolve
such claims beyond the amounts accrued or beyond what we
may recover from our suppliers. Product warranty expense is
recorded within selling, general and administrative expense.



The following table includes the changes in our accrued
warranty balances:

Year Ended May 31, 2013 2012 2011

(In thousands)

Beginning Balance $ 14,751 $ 17,196 $ 17,602
Deductions " (20,115) (18,143)  (20,335)
Provision charged to

SG&A expense 14,260 15,513 19,899
Acquisitions 434 185 30
Ending Balance $ 9,330 $ 14,751 $17,196

(1) Primarily claims paid during the year.

In addition, like other companies participating in similar
lines of business, some of our subsidiaries are involved in
several proceedings relating to environmental matters. It is
our policy to accrue remediation costs when it is probable
that such efforts will be required and the related costs can be
reasonably estimated. These liabilities are undiscounted and
are not material to our financial statements during any of the
periods presented.

As previously disclosed, we recorded a $68.8 million accrual
during the quarter ended February 28, 2013 associated with
settlement discussions with the DOJ and the GSA Office of
Inspector General aimed at resolving an existing investigation.
Since first receiving a broad request for documents from

the GSA in March 2011, we have cooperated, and continue

to cooperate, with that investigation, which involves our
compliance with certain pricing terms and conditions of our
GSA Multiple Award Schedule contracts under which the roofing
division of our Building Solutions Group sold products and
services to the federal government. A substantial majority of the
transactions as to which potential compliance issues were raised
took place during the period from 2002 to 2008.

Following discussions with the DOJ and the GSA in December
2012, we developed and made an initial settlement proposal to
the DOJ and the GSA in January 2013. The DOJ and the GSA
responded with a counter-proposal in March 2013. Since that
time, the parties have been engaged in further negotiations, and
we now have an agreement-in-principle with the DOJ and the
GSA Office of Inspector General regarding this matter. Assuming
that a settlement agreement is finalized, we expect to pay a total
of approximately $65.1 million in order to resolve the issues
arising out of this investigation and other related costs. We are
currently finalizing the terms of a settlement agreement with
the DOJ, which we expect to sign during the first quarter of
fiscal 2014.

The accrual for this contingency represents our assessment of
the amount of probable loss that may result from this matter. In
assessing our probable loss, we have considered the potentially
disputed amounts under the relevant contracts, together with
our understanding of policies for resolving such matters. The
actual amount of our loss under the terms of any settlement
may vary from the amount of the accrual. The accrual for

this contingency is classified in other accrued liabilities in

our Consolidated Balance Sheets and the loss is classified as
estimated loss on contingency in our Consolidated Statements
of Income as of and for the period ended May 31, 2013.

NOTE Q — SEGMENT INFORMATION

We operate a portfolio of businesses and product lines that
manufacture and sell a variety of specialty paints, protective
coatings and roofing systems, sealants and adhesives. We
manage our portfolio by organizing our businesses and product
lines into two reportable segments: the industrial reportable
segment and the consumer reportable segment. Within each
reportable segment, we aggregate several 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 a 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 segment’s underlying businesses.

Our industrial reportable 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 — Building Solutions Group,
Performance Coatings Group and RPM2-Industrial Group.
Products and services within this reportable segment include
construction chemicals; roofing systems; weatherproofing and
other sealants; polymer flooring; edible coatings and specialty
glazes for pharmaceutical, cosmetic and food industries; and
other specialty chemicals.

Our consumer reportable segment manufactures and markets
professional use and do-it-yourself (“DIY”) products for a variety
of mainly consumer applications, including home improvement
and personal leisure activities. Our consumer segment’s major
manufacturing and distribution operations are located primarily
in North America, along with a few locations in Europe.
Consumer segment products are primarily sold directly to mass
merchandisers, home improvement centers, hardware stores,
paint stores, craft shops, cosmetic companies and to other
smaller customers through distributors. This reportable segment
comprises three operating segments — DAP Group, RPM2-
Consumer Group and Rust-Oleum Group. Products within this
reportable segment include specialty, hobby and professional
paints; nail care enamels; caulks; adhesives; silicone sealants
and wood stains.

In addition to our two reportable segments, there is a 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 and
headquarters’ property and equipment. These corporate and
other assets and expenses reconcile reportable segment

data to total consolidated income before income taxes and
identifiable assets.

We reflect income from our joint ventures on the equity method,
and receive royalties from our licensees.

RPM International Inc. and Subsidiaries
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The following tables reflect the results of our reportable segments consistent with our management philosophy, and represent the
information we utilize, in conjunction with various strategic, operational and other financial performance criteria, in evaluating the
performance of our portfolio of businesses.

Year Ended May 31, 2013 2012 2011
(In thousands)
Net Sales
Industrial $ 2,635,976 $ 2,535,238 $ 2,259,809
Consumer 1,442,679 1,242,178 1,122,032
Total $ 4,078,655 $ 3,777,416 $ 3,381,841
Income (Loss) Before Income Taxes
Industrial
Income Before Income Taxes ‘@ $ 164,578 $ 278,676 $ 232,544
Interest (Expense), Net® (10,318) (3,770) (3,304)
EBIT®@ $ 174,896 $ 282,446 $ 235,848
Consumer
Income Before Income Taxes @ $ 190,611 $ 160,099 $ 146,035
Interest (Expense), Net ® (10) 18 63
EBIT® $ 190,621 $ 160,081 $ 145,972
Corporate/Other
(Expense) Before Income Taxes @ $ (178,298) $ (110,486) $ (83,526)
Interest (Expense), Net ® (63,340) (64,107) (46,504)
EBIT® $ (114,958) $  (46,379) $ (37,022)
Consolidated
Income Before Income Taxes @ $ 176,891 $ 328,289 $ 295,053
Interest (Expense), Net® (73,668) (67,859) (49,745)
EBIT® $ 250,559 $ 396,148 $ 344,798
Identifiable Assets
Industrial $ 2,458,543 $ 2,195,702 $ 1,992,143
Consumer 1,584,160 1,184,609 1,195,849
Corporate/Other 72,823 181,502 327,037
Total $ 4,115,526 $ 3,561,813 $ 3,515,029
Capital Expenditures
Industrial $ 50,025 $ 47,529 $ 29,687
Consumer 35,081 17,156 9,665
Corporate/Other 6,261 6,930 474
Total $ 91,367 $ 71,615 $ 39,826
Depreciation and Amortization
Industrial $ 53,549 $ 48,701 $ 46,352
Consumer 28,624 23,656 24,954
Corporate/Other 1,571 1,341 1,447
Total $ 83,744 $ 73,698 $ 72,753

(a) The presentation includes a reconciliation of Income (Loss) Before Income Taxes, a measure defined by Generally Accepted Accounting Principles
(GAAP) in the United States, to EBIT.

(b) Interest (expense), net includes the combination of interest expense and investment expense (income), net.

(c) EBIT is defined as earnings (loss) before interest and taxes. We evaluate the profit performance of our segments based on income before income
taxes, but also look to EBIT as a performance evaluation measure because interest expense is essentially related to corporate acquisitions, as
opposed to segment operations. For that reason, we believe EBIT is also useful to investors as a 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 a 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.

RPM International Inc. and Subsidiaries



Year Ended May 31, 2013 2012 2011

(In thousands)
Net Sales (based on shipping location)

United States $ 2,404,835 $ 2,219,680 $ 1,983,238
Foreign
Canada 350,579 346,238 330,613
Europe 908,139 919,124 812,735
Other Foreign 415,102 292,374 255,255
Total Foreign 1,673,820 1,657,736 1,398,603
Total $ 4,078,655 $ 3,777,416 $ 3,381,841
Long-Lived Assets
United States $ 1,311,640 $ 1,124,403 $ 965,235
Foreign
Canada 126,172 128,392 137,380
Europe 340,592 315,228 287,874
United Kingdom 237,124 192,155 209,217
Other Foreign 213,726 64,316 47,353
Total Foreign 917,614 700,091 681,824
Total $ 2,229,254 $ 1,824,494 $ 1,647,059

(a) It is not practicable to obtain the information needed to disclose revenues attributable to each of our product lines.

(b) Long-lived assets include all non-current assets, excluding non-current deferred income taxes.

NOTE R — QUARTERLY INFORMATION (UNAUDITED)

The following is a summary of the quarterly results of operations for the years ended May 31, 2013 and 2012:

For Quarter Ended

(In thousands, except per share amounts) August 31@ November 30 February 28© May 31
2013
Net Sales $ 1,046,714 $ 1,017,426 $ 843,736 $ 1,170,779
Gross Profit $ 433,880 $ 425,001 $ 343,564 $ 500,274
Net Income (Loss) Attributable to

RPM International Inc. Stockholders $ 33,913 $ 41,668 $  (42,356) $ 65,378
Basic Earnings (Loss) Per Share $ 0.26 $ 0.32 $ (0.33) $ 0.49
Diluted Earnings (Loss) Per Share $ 0.26 $ 0.31 $ (0.33) $ 0.49
Dividends Per Share $ 0.215 $ 0.225 $ 0.225 $ 0.225
(In thousands, except per share amounts) August 31 November 30 February 29 May 31
2012
Net Sales $ 985918 $ 916,085 $ 773,643 $ 1,101,770
Gross Profit $ 409,626 $ 369,021 $ 303,200 $ 460,416
Net Income Attributable to

RPM International Inc. Stockholders $ 76,811 $ 49,931 $ 6,625 $ 82,569
Basic Earnings Per Share $ 0.59 $ 0.38 $ 0.05 $ 0.63
Diluted Earnings Per Share $ 0.59 $ 0.38 $ 0.05 $ 0.63

Dividends Per Share $ 0.210 $ 0.215 $ 0.215 $ 0.215

(a) For the quarter ended August 31, 2012, net sales and gross profit were reduced by $2.9 million and $5.4 million, respectively, for revised cost
estimates on unprofitable contracts related to our industrial segment, and $5.6 million in exit costs associated with those activities that impacted
pretax income. Additionally, we wrote down an investment in Kemrock totaling $40.3 million and recognized $5.0 million in bad debt from our loan
to Kemrock. The combined impact on net income and earnings per share was $50.9 million and $0.38 per share, respectively.

(b) For the quarter ended November 30, 2012, we wrote down our remaining investment in Kemrock, which impacted net income and earnings per
share by $10.8 million and $0.09 per share, respectively.

(c) For the quarter ended February 28, 2013, we accrued a loss of $68.8 million for a proposed settlement between our Building Solutions Group and
the General Services Administration (“GSA”). Additionally, net income was impacted by $1.6 million for the impact of a strategic repositioning of
certain industrial segment operations in Brazil. The combined impact of these items on net income and earnings per share for the third quarter was
$51.0 million and $0.40 per share, respectively.

(d) For the quarter ended May 31, 2013, we recorded $23.9 million in restructuring expense, including $3.9 million in inventory markdowns. We also
recorded bad debt for the remaining amount of our loan to Kemrock totaling $4.0 million and wrote off our remaining investment in Kemrock
common stock and in Kemrock convertible debt for a combined loss of $18.5 million. Additionally, we reduced our estimated accrual for our
agreement in principle with the GSA by $3.7 million. The combined impact of these items on net income and earnings per share for the fourth
quarter was $30.0 million and $0.23 per share, respectively.

Quarterly earnings per share may not total to the yearly earnings per share due to the weighted-average number of shares
outstanding in each quarter.
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Quarterly Stock Price and Dividend Information

Shares of our common stock are traded on the New York Stock Exchange under the symbol RPM. The high and low sales prices for the
shares of common stock, and the cash dividends paid on the common stock, for each quarter of the two most recent fiscal years are set
forth in the table below.

Range of Sales Prices and Dividends Paid

Dividends paid Dividends paid
Fiscal 2013 High Low per share Fiscal 2012 High Low per share
First Quarter $28.19 $24.77 0.215 First Quarter $23.80 $17.20 0.210
Second Quarter $29.47 $ 25.53 0.225 Second Quarter $23.77 $17.34 0.215
Third Quarter $31.99 $28.17 0.225 Third Quarter $25.90 $22.76 0.215
Fourth Quarter $34.16 $29.49 0.225 Fourth Quarter $26.99 $23.60 0.215

Source: New 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,
October, January and April.

The number of holders of record of our common stock as of July 12, 2013 was approximately 24,946, in addition to 76,221 beneficial holders.
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Management's Report on Internal Control Over Financial Reporting

The management of RPM International Inc. is responsible for establishing and maintaining adequate internal control over financial
reporting for the Company, as such term is defined in Rule 13a-15(f) under the Securities Exchange Act of 1934. RPM'’s internal
control system was designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
the Consolidated Financial Statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements and even when
determined to be effective, can only provide reasonable assurance with respect to financial statement preparation and presentation.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may be inadequate because
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Management assessed the effectiveness of RPM'’s internal control over financial reporting as of May 31, 2013. 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 assessment, management concluded that, as of May 31, 2013, RPM’s internal
control over financial reporting is effective.

The independent registered public accounting firm Ernst & Young LLP, has also audited the Company’s internal control over financial
reporting as of May 31, 2013 and their report thereon is included on page 71 of this report.

Frank C. Sullivan Russell L. Gordon
Chairman and Chief Executive Officer Vice President and Chief Financial Officer
July 24, 2013
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Report of Independent Registered Public Accounting Firm

TO THE BOARD OF DIRECTORS AND STOCKHOLDERS

RPM International Inc. and Subsidiaries
Medina, Ohio

We have audited the accompanying consolidated balance sheets of RPM International Inc. and Subsidiaries as of May 31, 2013 and
2012 and the related consolidated statements of income, comprehensive income, stockholders’ equity and cash flows for each of
the three years in the period ended May 31, 2013. These financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of RPM International Inc. and Subsidiaries at May 31, 2013 and 2012 and the consolidated results of their operations
and their cash flows for each of the three years in the period ended May 31, 2013, in conformity with U.S. generally accepted
accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
RPM International Inc. and Subsidiaries’ internal control over financial reporting as of May 31, 2013, based on criteria established
in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
and our report dated July 24, 2013 expressed an unqualified opinion thereon.

Ennct + MLLP

Cleveland, Ohio
July 24, 2013
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Report of Independent Registered Public Accounting Firm

TO THE BOARD OF DIRECTORS AND STOCKHOLDERS

RPM International Inc. and Subsidiaries
Medina, Ohio

We have audited RPM International Inc. and Subsidiaries’ internal control over financial reporting as of May 31, 2013, based on
criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (the COSO criteria). RPM International Inc. and Subsidiaries management is responsible for maintaining effective
internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting
included in the accompanying “Management’s Report on Internal Control Over Financial Reporting”. Our responsibility is to express
an opinion on the company’s internal control over financial reporting based on our audit.

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

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

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, RPM International Inc. and Subsidiaries maintained, in all material respects, effective internal control over financial
reporting as of May 31, 2013, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of RPM International Inc. and Subsidiaries as of May 31, 2013 and 2012 and the related consolidated
statements of income, comprehensive income, stockholders’ equity and cash flows for each of the three years in the period ended
May 31, 2013 and our report dated July 24, 2013 expressed an unqualified opinion thereon.

¥ LLP

Cleveland, Ohio
July 24, 2013

RPM International Inc. and Subsidiaries
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Stockholder Information

World Headquarters

RPM International Inc.

2628 Pearl Road

P.O. Box 777

Medina, OH 44258

Telephone: 330-273-5090 or 800-776-4488

Fax: 330-225-8743
Web site:  www.rpminc.com
E-mail: info@rpminc.com

Annual Meeting

RPM stockholders are invited to attend RPM’s Annual Meeting,
which will be held at 2:00 p.m. on Thursday, October 10, 2013 at
the Holiday Inn Select, 15471 Royalton Road, Strongsville, Ohio.
Directions can be found on the RPM website.

Form 10-K and Other Financial Information

Investors may obtain, at no charge, a copy of the RPM Annual
Report to the Securities and Exchange Commission on Form
10-K, a corporate video and other investor information by
contacting Kathie M. Rogers, Manager of Investor Relations, at
RPM, 800-776-4488.

Form 10-K, other public financial reports and news releases
may also be obtained electronically through the website,
www.rpminc.com, under “Investor Information.”

Corporate Governance

Copies of the RPM Board of Directors Corporate Governance
Guidelines, as well as the Charters of the committees of the
Board and RPM’s Code of Conduct and Ethics, are available on
the company’s website at www.rpminc.com, under “Investor
Information/Corporate Governance.” Copies of these materials
are also available, without charge, upon written request to the
Secretary of RPM.

Institutional Investor and Security Analyst Inquiries

Security analysts and investment professionals with questions
regarding RPM should contact Barry M. Slifstein, Vice
President - Investor Relations and Planning, at 330-273-5090
or bslifstein@rpminc.com.

Dividend Payments

Common stock cash dividends are payable quarterly, upon
authorization of the Board of Directors. Regular payment dates
are typically the 31st of July, October and January and the 30th
of April. RPM has increased the cash dividend payments to its
stockholders for 39 consecutive years.

Download the RPM App

For up-to-date investment
information on RPM, download
the RPM app for Apple and
Android devices. Scan this

QR code or visit your app market.

[=] =z [m]
[=]

RPM International Inc. and Subsidiaries

Stock Transfer Agent, Registrar and
Dividend Disbursing Agent

Wells Fargo Bank, N.A. maintains RPM’s stockholder records
and is responsible for disbursing dividend checks. Questions
concerning your account, change of address, transfer of
ownership, lost certificates, safekeeping of stock certificates,
dividend payments, direct deposit of dividends and other related
items should be directed to:

Wells Fargo Shareowner Services

P.O. Box 64874

St. Paul, MN 55164-0874

Telephone: 800-988-5238 or

651-450-4064 (outside the United States)
651-450-4085
www.shareowneronline.com

Fax:
Web site:

Certified/Overnight Mail:

Wells Fargo Shareowner Services
1110 Centre Pointe Curve, Suite 101
Mendota Heights, MN 55120-4100

Internet Account Access

Stockholders of record may access their accounts via the
Internet to view their account holdings, change address,
complete certain transactions and get answers to other stock-
related inquires through Wells Fargo Shareowner Online at
www.shareowneronline.com.

Direct Stock Purchase and Dividend Reinvestment Plan

RPM offers a direct stock purchase and dividend reinvestment
plan administered by Wells Fargo Bank, N.A. The plan allows
new investors to purchase RPM common stock directly, and
existing stockholders to increase their holdings. There is no
commission cost for shares purchased. The minimum initial
investment is $200. Additional cash investments must be
at least $25 and not more than $5,000 per month. For more
details on the plan or questions concerning existing Dividend
Reinvestment accounts, please contact:

Wells Fargo Shareowner Services

P.O. Box 64856

St. Paul, MN 55164-0856

Telephone: 800-988-5238

Web site:  www.shareowneronline.com

Independent Registered Public Accounting Firm
Ernst & Young LLP, Cleveland, Ohio

Counsel
Calfee, Halter & Griswold LLP, Cleveland, Ohio

Stock Exchange Listing

RPM International Inc. is listed on the New York Stock
Exchange (ticker symbol “RPM").




Board of

Directors

" Board of Directors
pictured top to bottom,
left to right

Gen. John P. Abizaid (Retired) (3) — Elected 2008; Senior Partner, JPA Thomas C. Sullivan (1) — Elected 1963; Chairman Emeritus and retired
Partners LLC (a Nevada-based strategic and analytic consulting firm) Chief Executive Officer, RPM International Inc.
and a retired four-star General in the U.S. Army and former commander

of the U.S. Central Command William B. Summers, Jr. (1), (2*) — Elected 2004; retired Chairman and

Chief Executive Officer, McDonald Investments Inc., Cleveland, Ohio,
Bruce A. Carbonari (2), (4*) — Elected 2002; retired Chairman and Chief now part of KeyBanc Capital Markets Inc. (an investment banking and
Executive Officer, Fortune Brands, Inc., Deerfield, lllinois (a leading securities firm)

brand
consumer brands company) Dr. Jerry Sue Thornton (1), (3), (4**) — Elected 1999; retired President

David A. Daberko (3) — Elected 2007; retired Chairman and Chief of Cuyahoga Community College, Cleveland, Ohio
Executive Officer, National City Corporation, Cleveland, Ohio, now part

of PNC Financial Services Group, Inc. (a financial holding company) Joseph P. Viviano (4) - Elected 2001; retired Vice Chairman,

Hershey Foods Corporation, Hershey, Pennsylvania
Salvatore D. Fazzolari (2) — Elected 2013; former Chairman, President
and Chief Executive Officer, Harsco Corporation, Camp Hill, Pennsylvania
(a diversified global industrial company)

Thomas S. Gross (2) — Elected 2012; Vice Chairman and Chief Operating
Officer, Electrical Sector of Eaton Corporation plc, Cleveland, Ohio (a

lobal diversified power management company)
g P g pany Frank C. Sullivan

Craig S. Morford (4) — Elected 2013; Chief Legal and Compliance Officer, Chairman and
Cardinal Health, Inc., Dublin, Ohio (a health care services company) Chief Executive Officer
Frederick R. Nance (4) — Elected 2007; Regional Managing Partner,
Squire Sanders (US) LLP, Cleveland, Ohio (attorneys at law) Ronald A. Rice Russell L. Gordon
President and Vice President and
William A. Papenbrock (2), (3**), (4) — Elected 1972, retired Partner Chief Operating Officer Chief Financial Officer
and past Vice Chairman of the Executive Committee, Calfee,
Halter & Griswold LLP, Cleveland, Ohio (attorneys at law) Paul G. P. Hoogenboom Edward W. Moore
Senior Vice President — Vice President,
Charles A. Ratner (1), (3*) — Elected 2005; Chairman and Manufacturing and Operations General Counsel and
retired President and Chief Executive Officer, Forest City and Chief Information Officer Chief Compliance Officer
Enterprises, Inc., Cleveland, Ohio (a diversified real
estate development corporation) Lonny R. DiRusso John F. Kramer Barry M. Slifstein
Frank C. Sullivan (1*) — Elected 1995; Chairman and Vice President — Vice President — Vice President —
Chief Executive Officer, RPM International Inc. Information Technology Corporate Development Investor Relations
Janeen B. Kastner Randell McShepard and Planning
) Beanfve Gammiies Vice President - Vice_Presid_ent— K_eith R. S_miley
e e Corpolrate Benefits Public Affairs V.ICe President —
(3) Compensation Committee and Risk Management Matthew T. Ratajczak Finance and Controller
(4) Governance & Nominating Committee Vice President — Thomas C. Sullivan, Jr.
*  Chairman of the Committee Global Tax and Treasurer Vice President —

** Alternate member of the Committee Corporate Development
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