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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended September 30, 2014
Commission file number: 1-5794
Masco Corporation
(Exact name of Registrant as Specified in its Gnart
Delaware 38-1794485
(State or Other (IRS Employer
Jurisdiction Identification No.)

of Incorporation)

21001 Van Born Road, Taylor, Michigan 48180
(Address of Principal Executive Office (Zip Code)

(313) 274-7400
(Registrant’s telephone number, including area fode

Indicate by check mark whether the registrant €l filed all reports required to be filed by Secti or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wegjuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 day&l Yes O No

Indicate by check mark whether the registrant hasmstted electronically and posted on its corpovegbsite, if any, every
Interactive Data File required to be submitted posted pursuant to Rule 405 of Regulation S-T (B2 of this chapter) during the
preceding 12 months (or for such shorter periottti@aregistrant was required to submit and post §iles).XI Yes O No

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @-accelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “smalle@porting company” in Rule 12b-2 of the
Exchange Act.

Large accelerated fileX] Accelerated fileld

Non-accelerated fileO Smaller reporting compar
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the BExgje Act)d Yes No

Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as ofdtest practicable date.

Class Shares Outstanding at October 21, 201

Common stock, par value $1.00 per st 356,260,20(
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MASCO CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS (Unaudited)

September 30, 2014 and December 31, 2013
(In Millions, Except Share Data)

ASSETS
Current asset:

Cash and cash investme
Shor-term bank deposit
Receivable!
Prepaid expenses and otl
Inventories;

Finished good

Raw materia

Work in process

Total current assets
Property and equipment, r
Goodwill
Other intangible assets, r
Other assets

Total assets

LIABILITIES
Current liabilities:
Notes payabli
Accounts payabl
Accrued liabilities
Total current liabilities
Long-term debi
Deferred income taxes and other
Total liabilities

Commitments and contingenci

EQUITY

Masco Corporatic’s shareholde’ equity:
Common shares, par value $1 per share Authorizaeshl,400,000,000; issued and outstanding:
2014- 349,900,000; 201~ 349,500,00(
Preferred shares authorized: 1,000,000; issueduatstinding: 201— None; 201> None
Paic-in capital
Retained earning
Accumulated other comprehensive income
Total Masco Corporation’s shareholders’ equity
Noncontrolling interest
Total equity
Total liabilities and equity

See notes to condensed consolidated financiahstates.

1

September 30 December 31
2014 2013
1,282 $ 1,22
27F 321
1,22¢ 1,00¢
352 15¢
45¢ 39¢
28¢ 26€
114 99
862 765
4,001 3,46¢
1,15¢ 1,252
1,891 1,90¢
147 14¢
181 18E
7370 $ 6,95i
50¢& $ 6
1,02C 90z
89C 874
2,41¢ 1,782
2,91¢ 3,421
681 967
6,01f 6,17(
35C 34¢
17 16
71€ 79
64 11E
1,14 55¢
211 22¢
1,35¢ 787
7,37: $ 6,951
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MASCO CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (Un audited)

For the Three and Nine Months Ended September 30024 and 2013
(In Millions, Except Per Common Share Data)

Three Months Ended

Nine Months Ended

September 30 September 30
2014 2013 2014 2013
Net sales $ 223. % 215C % 6,457 $ 6,17¢
Cost of sales 1,621 1,54% 4,63¢ 4,451
Gross profit 611 607 1,81¢ 1,72¢
Selling, general and administrative expenses 40¢ 39t 1,22¢ 1,192
Operating profit 20z 212 594 532
Other income (expense), n
Interest expens (57) (58) (169) (17¢)
Other, net 7 6 10 23
(50 (52) (159) (15E)
Income from continuing operations before incomeax 152 16C 43¢ 377
Income tax benefit (expense) 403 (38) 361 (92)
Income from continuing operations 55E 122 79€ 28¢
Income (loss) from discontinued operations 1 (2) (2) (16)
Net income 55€ 12 794 27C
Less: Net income attributable to noncontrollingehesst 13 11 38 3C
Net income attributable to Masco Corporation $ 54:  $ 10¢  $ 75€ $ 24C
Income per common share attributable to Masco Corpiation:
Basic:
Income from continuing operatiol $ 152 % 31 3 212 % 72
Loss from discontinued operations — (.01) (.01) (.04
Net income $ 152 $ 31 3 21z  $ .67
Diluted:
Income from continuing operatiol $ 151 % 31 3 211 % 71
Loss from discontinued operations — (.01) (.01 (.04
Net income $ 151 $ 3C 3 21C  $ .67
Amounts attributable to Masco Corporation:
Income from continuing operatiol $ 54z  $ 111 % 75¢ % 25€
Income (loss) from discontinued operations 1 (2) (2 (16)
Net income $ 54 $ 10 $ 75€ 3 24C

See notes to condensed consolidated financiahstates.
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MASCO CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (Unaudited)

For the Three and Nine Months Ended September 30024 and 2013

(In Millions)
Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
Net income $ 55¢€ $ 12C 794 3 27C
Less: Net income attributable to noncontrollingehetst 13 11 38 3C
Net income attributable to Masco Corporation $ 54  $ 10¢ 75¢ $ 24C
Other comprehensive income, net of tax (see Noti
Cumulative translation adjustme (73) 37 (79) 11
Interest rate swaf — — 1 1
Unrecognized pension prior service cost and net los — 5 6 14
Other comprehensive (loss) income (73) 42 (72 26
Less: Other comprehensive (loss) income attribatedhoncontrolling
interest (18) 8 (22) 4
Other comprehensive (loss) income attributable &sd® Corporation $ (55 $ 34 1) $ 22
Total comprehensive income $ 482 % 162 72z 3 29¢€
Less: Total comprehensive (loss) income attribatadlthe noncontrolling
interest (5) 19 17 34
Total comprehensive income attributable to MascgpG@tion $ 48t 3% 142 70t % 262

See notes to condensed consolidated financiahstats.
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MASCO CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

For the Nine Months Ended September 30, 2014 and 28

(In Millions)

CASH FLOWS FROM (FOR) OPERATING ACTIVITIES:
Cash provided by operatio
Increase in receivabl
Increase in inventorie
Increase in accounts payable and accrued lialilitiet
Net cash from operating activities

CASH FLOWS FROM (FOR) FINANCING ACTIVITIES:
Cash dividends pai
Dividend payment to noncontrolling intert
Purchase of Company common st
Credit Agreement cos
Issuance of Company common st
Retirement of Note
Payment of debt, net
Net cash for financing activities

CASH FLOWS FROM (FOR) INVESTING ACTIVITIES:
Capital expenditure
Acquisition of companies, net of cash acqui
Proceeds from disposition ¢
Other financial investmen
Shor-term bank deposit
Businesse
Property and equipme
Purchases o
Other financial investmen
Shor-term bank deposit
Other, net
Net cash for investing activities
Effect of exchange rate changes on cash and casktiments

CASH AND CASH INVESTMENTS:
Increase (decrease) for the per
At January 1
At September 30

See notes to condensed consolidated financiahstats.

4

Nine Months Ended

September 30
2014 2013

$ 542 $ 48¢
(257) (302)
(109) (40)
12¢ 203
30€ 35C
(86) (81)
(34) (39
(39) (39)
— 4

1 _
— (200)
? 2
(160) (356)
(82 (88)

@ ©®)

13 13

322 30¢
12 2
o) (269
(26) Q)
(60) (21)
27 (&)

59 (29)
1,22: 1,04(
$ 128 $ 1,017
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MASCO CORPORATION
CONSOLIDATED STATEMENTS OF SHAREHOLDERS'’ EQUITY (Un audited)

For The Nine Months Ended September 30, 2014 and 28

(In Millions)
(Accumulated Accumulated
Common Deficit) Other
Shares Paid-In Retained Comprehensive Noncontrolling
Total ($1 par value Capital Earnings Income Interest

Balance, January 1, 201: $ 5342 % 34¢ $ 16 $ (102) $ 58 $ 212
Total comprehensive incon 29¢ 24C 22 34
Shares issue — 3 3
Shares retirec

Repurchase (35) 2 (12) (22

Surrendered (nc¢-cash) (20 (D (19)
Cash dividends declart (82) (14) (67)
Dividend payment to noncontrolling inter (39 (39
Stock-based compensation 39 39
Balance, September 30, 201 $ 69¢ $ 34¢ % 8 $ 49 3% 81 $ 212
Balance, January 1, 201 $ 781 % 34¢ 3 16 $ 79 % 118 % 22¢
Total comprehensive income (lo: 722 75€ (52) 17
Shares issue (5) 3 (8
Shares retirec

Repurchase (39 (2 9 (28)

Surrendered (n¢-cash) (15) (15)
Cash dividends declart (92) (92)
Dividend payment to noncontrolling inter (34) (34)
Stock-based compensation 33 33
Balance, September 30, 201 $ 1,35¢ $ 35C $ 17 $ 71€ $ 64 $ 211

See notes to consolidated financial statements.
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A.

MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited)

In the opinion of the Company, the accompanyinguditad condensed consolidated financial staten@nttain all adjustments, of a
normal recurring nature, necessary to presenyfagifinancial position as at September 30, 204dl the results of operations for the
three months and nine months ended September 38,8 2013 and cash flows for the nine monthsa:Segptember 30, 2014 and
2013. The condensed consolidated balance shBetcamber 31, 2013 was derived from audited findisté@ements.

Recently Issued Accounting Pronouncementdn May 2014, the Financial Accounting StandardsrBdq&ASB) issued a new
standard for revenue recognition, Accounting Stasel€odification 606 (ASC 606). The purpose of ARIB is to provide a single,
comprehensive revenue recognition model for altremts with customers to improve comparability asrindustries. ASC 606 is
effective for the Company for annual periods bemiganuary 1, 2017. The Company is currentlywatirig the impact the adoption
of this new standard will have on its results oéigtions.

In April 2014, the FASB issued Accounting Standdogslate 2014-8 (ASU 2014-8), “Reporting of Discantd Operations and
Disclosure of Disposals of Components of an Eritishich changes the criteria for determining whdilposals can be presented as
discontinued operations and modifies the relatedldsure requirements. ASU 2014-8 is effectivettier Company beginning
January 1, 2015, with early adoption allowed fowvmsposals not previously classified as discorgthaperations.

Revision of Previously Issued Financial Statementuring the first quarter ended March 31, 2014,Goeepany identified an error
in the accounting for certain of its investmentgiivate equity limited partnership funds. Thedatments were inappropriately
accounted for under the cost basis versus theyeqpgethod. The impact of the error was to undeoregme investment value (included
in other assets on the consolidated balance sta®lsp over (under) state equity investment egm(toss) (included in other income
(expense), net in the consolidated statementserfdipns). We have revised our three-month and-nminnth periods ended
September 30, 2013 consolidated statement of apesadnd prior year consolidated balance shediteiset financial statements to
reflect the investment accounted for as an eqoitgstment. Retained earnings and other comprefeimsiome were adjusted for the
changes in net income. Other historic periods bélrevised, as detailed below, in our future §éinThis error is not considered
material to any prior period financial statement.

This revision has no effect on our consolidatetestant of cash flows.

6
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note A— continued:

The following table presents the impact of the s@ris on the Company’s previously issued full-yaarsolidated statement of
operations (in millions):

Year ended December 31

2013 2012 2011
Other income (expense), ne
As reportec $ (239 $ (229) 3% a77)
Correction 16 — 9
As revised $ (229 $ (229 $ (169
Income (loss) from continuing operations, before icome taxes
As reportec $ 434 3% 73 $ (392
Correction 16 — 9
As revised $ 45C $ 73 $ (389
Income (loss) from continuing operations
As reportec $ 322 % (1) $ (352
Correction 16 — 9
As revised $ 33¢ $ (18) $ (349
Net income (loss
As reportec $ ICHICH 79 $ (539
Correction 16 — 9
As revised $ 32¢ 79 $ (529
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note A— concluded:

The following table presents the impact of the s@ris on the Comparg/previously issued quarterly consolidated statésneinoperations (i
millions):

Three Months Ended Three Months Ended
Dec. 31 Sep. 3C June 30 Mar. 31 Dec. 31 Sep. 3C June 30 Mar. 31
2013 2012
Other income (expense), ne
As reportec $ () $ B8 $ BGN $ B $ BGBGND $ BN $ (@66 $ (49
Correction 3 6 1 6 4 7 (2) (9)
As revised $ (68 $ (B2 $ (56 $ 4N $ (3 $ (O $ 6/ $ (59
Income (loss) from continuing operations
before income taxes

As reportec $ 70 $ 154 $ 131 $§ 79 $ (260 $ 51 $ (129 $ 60
Correction 3 6 1 6 4 7 (2) (9)
As revised $ 73 $ 16C $ 13z % 85 $ (22 $ 58 $ (149 $ 51

Income (loss) from continuing operations

As reportec $ 50 $ 11€ $ 92 $ 65 $ (B $ 3B $ @43 $ 53
Correction 3 6 1 6 4 7 (2) (9)
As revised $ 58 $ 122 $ 93 $ 71 $ (59 $ 42 $ (45 $ 44
Net income (loss

As reportec $ 56 $ 114 $ 87 $ 56 $ B $ 24 $ (67) $ 44
Correction 3 6 1 6 4 7 (2) (9)
As revised $ 59 $ 12C $ 88 $ 62 $ (76) $ 31 $ (69 $ 35

The following table presents the impact of the s@ns on the Company’s previously issued cons@ilaalance sheets (in millions):

As of
Dec. 31 Sep. 3C June 30 Mar. 31 As of

2013 Dec. 31, 201:
Other assets
As reportec $ 161 $ 166 $ 172 % 18z $ 184
Correction 24 21 15 14 8
As revised $ 185 $ 187 $ 18¢ $ 19¢  $ 192
Total assets
As reportec $ 6,93 $ 7,05¢ % 7,062 $ 6,77¢ $ 6,87¢
Correction 24 21 15 14 8
As revised $ 6,957 $ 7,08 $ 7071 $ 6,79 $ 6,88°
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B.

MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

In the first quarter of 2013, the Company determiti@t Tvilum, its Danish ready-to-assemble cabinsiness, was no longer core to
its long-term growth strategy and, accordingly, @@mpany embarked on a plan for disposition. Tiepasition of Tvilum was
completed in the fourth quarter of 2013. The Comypaas accounted for this business as a discormtioperation.

Selected financial information for the discontinugabrations, during the period owned by the Compasag as follows, in millions:

Three Months Ended Nine Months Ended

September 30, 201 September 30, 201

Net Sales $ 7% % 194
Operating loss from discontinued operati $ —  $ (8
Impairment of asse — (10
Loss on disposal of discontinued operations, net (2) (2)
Loss before income tax 2 (20)
Income tax benefit — (4)
Loss from discontinued operations, net $ 2 $ (16)

During the first quarter of 2013, the Company eatid the fair value of the business held for s&g unobservable inputs (Level
After considering the deferred gains reported icuaulated Other Comprehensive Income, the Compaegrded an impairment of
$10 million in the first quarter of 2013.
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

C. The changes in the carrying amount of goodwilltfer nine months ended September 30, 2014, by segwemr as follows, in
millions:
Gross Goodwill Accumulated Net Goodwill
At Impairment At
Sep. 30, 201- Losses Sep. 30, 201-

Cabinets and Related Products $ 24C  $ (59 $ 181
Plumbing Product 53¢ (340 19¢
Installation and Other Servic 1,80¢ (762) 1,04+
Decorative Architectural Produc 294 (75) 21¢
Other Specialty Products 98¢ (734) 24¢

Total $ 3,861 $ (1,970 $ 1,891

Gross Goodwill Accumulated Net Goodwill Net Goodwill
At Impairment At At
Dec. 31, 201 Losses Dec. 31, 201 Other(A) Sep. 3C, 2014

Cabinets and Related

Products $ 24C  $ 59 $ 181 $ — 3 181
Plumbing Product 55(C (340 21C (12 19¢
Installation and Other

Services 1,80¢ (762) 1,04¢ — 1,04¢
Decorative Architectural

Products 294 (75) 21¢ — 21¢
Other Specialty Products 98: (734) 24¢ — 24¢

Total $ 387 $ (1,970 $ 1,90 $ 12 % 1,891

(A) Other principally includes the effect of foreignr@ncy translation.

Other indefinitelived intangible assets were $132 million and $&8Bion at September 30, 2014 and December 31, 2@&Epectively
and principally included registered trademarks. G&eying value of the Company’s definite-livedangible assets was $15 million
(net of accumulated amortization of $65 million)Saptember 30, 2014 and $16 million (net of accaned amortization of $62
million) at December 31, 2013, and principally umb¢d customer relationships and non-compete agrégeme

10
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D.

MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Depreciation and amortization expense, includirsgaitinued operations, was $125 million and $148anj including accelerated
depreciation (relating to business rationalizatrotiatives) of $1 million and $12 million for theine months ended September 30, -
and 2013, respectively.

As a result of business rationalization initiativasSeptember 30, 2014, the Company decided ltbnaefacilities within its Cabinets
and Related Products segment. At September 3@, 804 net book value of those facilities was aginately $10 million, included i
property and equipment, net in the condensed cioladet balance sheet as of September 30, 201the lthird quarter of 2014, the
Company recorded a charge of $28 million, inclutfedost of goods sold in the condensed consolidstzE@ment of operations, to
reflect the estimated fair value of those facigitig-air value was estimated using a market apprfiaevel 3 input), considering the
estimated fair values for other comparable faeditin the areas where the facilities are located.

The Company has maintained investments in avaiffabisale securities and a number of private ediuitygs, principally as part of its
tax planning strategies, as any gains enhancetittmation of any current and future tax capitatd¢es. Financial investments included
in other assets were as follows, in millions:

September 30 December 31
2014 2013

Equity method investments $ 61 $ 7C
Total equity method investments 61 7C
Auction rate securities 22 22
Total recurring investments 22 22
Private equity fund 15 18
Other investments 4 3
Total non-recurring investments 19 21
Total $ 10z $ 115

The Company did not have any transfers betweenllleaad Level 2 financial assets in the three mewihnine months ended
September 30, 2014 or 2013.

Equity Method Investments. Investments in private equity fund partnershjpsit ventures and less than majordyned subsidiarie
in which we have significant influence are accodrftg under the equity method. Our consolidatedeshents of operations include
the Company’s proportionate share of the net incom(éss) of our equity method investees. Wherr@oerd our proportionate share
of net income (loss), it increases (decreasesgquity income in our consolidated statement of afp@ns and our carrying value of t
investment on our consolidated balance sheet.

Recurring Fair Value Measurements. The fair value of the auction rate securitiesiiist the Company have been estimated, on a
recurring basis, using a discounted cash flow m@dalel 3 input). The significant inputs in thesdbunted cash flow model used to
value the auction rate securities include: expkotaturity of auction rate securities, discoung naged to determine the present value
of expected cash flows and the assumptions foiitaletaults, since the auction rate securitiesbaicked by credit default swap
agreements.

11
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note E— concluded:

The Company’s investments in auction rate secaritieluded cost basis of $19 million and pre-tareafized gains of $3 million and
had a recorded basis of $22 million at both Sep&r8b, 2014 and December 31, 2013.

Non-Recurring Fair Value Measurements. During the three months and nine months endete8gger 30, 2014 and 2013, the
Company did not measure any financial investmenfigimvalue on a non-recurring basis, as there measther-than-temporary decline
in the estimated value of private equity funds.

Realized Gains (Losses) and Impairment Chargedncome (loss) from financial investments, net, iileld in other, net, within other
income (expense), net, was as follows, in millions:

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
Realized gains from private equity funds $ — ¢ — ¢ 4 % 7
Equity investment (loss) income, r — 6 (2 13
Income from other investments, net — — — 1
Total income from financial investments $ — $ 6 $ 2 % 21

Fair Value of Debt. The fair value of the Company’s short-term and ergn fixed-rate debt instruments is based priripgon
modeled market prices for the same or similar issuehe current rates available to the Compangétt with similar terms and
remaining maturities. The aggregate estimated etar&ue of short-term and lorigrm debt at September 30, 2014 was approxim
$3.7 billion, compared with the aggregate carryiatye of $3.4 billion. The aggregate estimatedksiavalue of short-term and long-
term debt at December 31, 2013 was approximatel§ [$i8ion, compared with the aggregate carryintpyeaf $3.4 billion.

F. The Company is exposed to global market risk asqgfars normal daily business activities. To mgaahese risks, the Company
enters into various derivative contracts. Theg#regts include interest rate swap agreementsgfo@irrency exchange contracts and
metals contracts intended to hedge the Companyssexe to copper and zinc. The Company reviewseitlging program, derivative
positions and overall risk management on a redadais.

Foreign Currency Contracts. The Company’s net cash inflows and outflows erpds the risk of changes in foreign currency
exchange rates arise from the sale of productsuntcies other than the manufacturing source, goreurrency denominated supplier
payments, debt and other payables, and investrirest®sidiaries. To mitigate this risk during thear, the Company, including
certain European operations, enters into foreigreoey forward contracts and foreign currency erggacontracts.

Gains (losses) related to foreign currency forvaard exchange contracts are recorded in the Compaopdensed consolidated
statements of operations in other income (expense), In the event that the counterparties farhtmet the terms of the foreign curre
forward contracts, the Company’s exposure is lichttethe aggregate foreign currency rate diffeegmtith such institutions.

12
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note F— concluded:

Metals Contracts. The Company has entered into several contractatmge its exposure to increases in the price qierognd zinc.
(Losses) gains related to these contracts arededon the Company’s condensed consolidated statsroéoperations in cost of sales.

The pre-tax (losses) gains included in the Commaoghdensed consolidated statements of operas@ssfollows, in millions:

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013

Foreign Currency Contrac

Exchange Contrac $ 5 % 4 $ 2 3 3

Forward Contract 1 @ — 1
Metal Contracts — 3 — (6)

Total gain (loss) $ 6 $ 2 $ 2 3 (2

The Company presents its derivatives, net by copatty due to the right of offset under masteringtarrangements in current assets
or current liabilities in the condensed consoliddtalance sheet. The notional amounts being healgedhe fair value of those
derivative instruments, on a gross basis, arelbsv®, in millions:

At September 30, 201«

Notional
Amount Assets Liabilities

Foreign Currency Contrac
Exchange Contrac $ 7€
Current assel $ 4 % —
Forward Contract
Current assel 64 1 —

Metals Contract
Current assets 61 2
Total $ 7 $ 2

N

At December 31, 201.

Notional
Amount Assets Liabilities

Foreign Currency Contrac
Exchange Contrac $ 53
Current liabilities $ — $ 2
Forward Contract 88
Current liabilities — 1

Metals Contract 48
Current liabilities — 2

Total $ — % 5

The fair value of all metals and foreign curreneyidative contracts is estimated on a recurringshasing Level 2 inputs (significant
other observable inputs).

13
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G.

MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Changes in the Company’s warranty liability werda®ws, in millions:

Nine Months Ended Twelve Months Ended
September 30, 201. December 31, 201
Balance at January 1 $ 124 $ 11¢
Accruals for warranties issued during the pe 36 42
Accruals related to p-existing warrantie 6 6
Settlements made (in cash or kind) during the p (35) 42
Other, net 3 —
Balance at end of period $ 128 $ 124

On March 28, 2013, the Company entered into a teggleement (the “Credit Agreement”) with a banéugr, with an aggregate
commitment of $1.25 billion and a maturity dateMdrch 28, 2018.

Based on the limitations of the debt to total cf@ation ratio covenant in the Credit AgreemehSeptember 30, 2014, the Company
had additional borrowing capacity, subject to aafaility, of up to $1.2 billion. Additionally, ateptember 30, 2014, the Company
could absorb a reduction to shareholders’ equigppiroximately $859 million and remain in complianveith the debt to total
capitalization covenant.

In order for the Company to borrow under the Crégjteement, there must not be any default in them@mys covenants in the Cre
Agreement (i.e., in addition to the two financiavenants, principally limitations on subsidiary tetegative pledge restrictions, legal
compliance requirements and maintenance of pra@seatid insurance) and the Company’s representai@hgarranties in the Credit
Agreement must be true in all material respecttherdate of borrowing (i.e., principally no matéddverse change or litigation likely
to result in a material adverse change, since Dbeefil, 2012, in each case, no material ERISA wir@mmental non-compliance and
no material tax deficiency). The Company was imptiance with all covenants and no borrowings hasen made at September 30,
2014.

The Company’s 2014 Long Term Stock Incentive Pard(the prior plan that it replaced) provides far issuance of stock-based
incentives in various forms to employees and nopieyee Directors of the Company. At September2804, outstanding stock-
based incentives were in the form of long-term ls@mwards, stock options, phantom stock awards &t sippreciation rights. Ptex
compensation expense and the related income tafibfar these stock-based incentives were asyid|an millions:

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013

Long-term stock awards $ 7 % 7 % 30 $ 27
Stock options 1 2 3 12
Phantom stock awards and stock appreciation rights 3 3 4 6

Total $ 11 $ 12 $ 37 $ 45
Income tax benefit (37 percent tax rate - befoileatéon

allowance) $ 4 $ 5 % 14 $ 17
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note |- continued:
Long-Term Stock Awards. Long-term stock awards are granted to key emplogadsonemployee Directors of the Company ant
not cause net share dilution inasmuch as the Coynpamtinues the practice of repurchasing and refign equal number of shares in

the open market. The Company granted 1,680,22@slo& long-term stock awards in the nine montltdedrSeptember 30, 2014.

The Company’s long-term stock award activity wasadlsws, shares in millions:

Nine Months Ended

September 30
2014 2013
Unvested stock award shares at January 1 8 8
Weighted average grant date fair va $ 17 $ 16
Stock award shares grant 1 2
Weighted average grant date fair va $ 22 % 20
Stock award shares vest 2 2
Weighted average grant date fair va $ 17 $ 17
Stock award shares forfeit: 1 —
Weighted average grant date fair va $ 16 $ 17
Unvested stock award shares at Septemb: 6 8
Weighted average grant date fair va $ 18 % 17

At September 30, 2014 and 2013, there was $68omidind $76 million of total unrecognized compermsagxpense related to unves
stock awards; such awards had a weighted averaggmiag vesting period of three years in both 28f4d 2013.

The total market value (at the vesting date) oflstward shares which vested during the nine maerided September 30, 2014 and
2013 was $50 million and $38 million, respectively.

Stock Options. Stock options are granted to key employees of ha&ny. The exercise price equals the market pfitiee
Company’s common stock at the grant date.

The Company granted 332,750 of stock option shart®e nine months ended September 30, 2014 vwgtlaat date exercise price
approximating $22 per share. In the first nine rherdf 2014, 3,640,670 stock option shares wereited (including options that
expired unexercised).
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note |- continued:

The Company’s stock option activity was as folloglsares in millions:

Nine Months Ended

September 30
2014 2013
Option shares outstanding, January 1 24 30
Weighted average exercise pr $ 22 % 21
Option shares granted, including restoration ojst — 1
Weighted average exercise pr $ 22 % 20
Option shares exercisi 2 3
Aggregate intrinsic value on date of exer(A) $ 17 million $ 22 million
Weighted average exercise pr $ 16 $ 12
Option shares forfeite 3 1
Weighted average exercise pr $ 28 % 23
Option shares outstanding, Septembe 19 27
Weighted average exercise pr $ 21 $ 22
Weighted average remaining option term (in ye 4 4
Option shares vested and expected to vest, Sept&t 19 27
Weighted average exercise pr $ 21 % 22
Aggregate intrinsic valu(A) $ 102 million $ 91 million
Weighted average remaining option term (in ye 4 4
Option shares exercisable (vested), Septemb 16 22
Weighted average exercise pr $ 22 % 24
Aggregate intrinsic valu(A) $ 80 million $ 51 million
Weighted average remaining option term (in ye 3 3

(A)  Aggregate intrinsic value is calculated using tloenpanys stock price at each respective date, less threisgeprice (grant da
price) multiplied by the number of shares.

At September 30, 2014 and 2013, there was $7 milied $10 million, respectively, of unrecognizedhpensation expense (using the
Black-Scholes option pricing model at the granejlatlated to unvested stock options; such optiaisa weighted average remaining
vesting period of two years at both September 8042nd 2013.
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note |- concluded:

The weighted average grant date fair value of opiwares granted and the assumptions used to estimae values using a Black-
Scholes option pricing model were as follows:

Nine Months Ended

September 30
2014 2013
Weighted average grant date fair value $ 95: 3 8.3t
Risk-free interest rat 1.91% 1.22%
Dividend yield 1.3%% 1.47%
Volatility factor 49.0(% 49.07%
Expected option lif¢ 6 year: 6 year:

J. Net periodic pension cost for the Company'’s defibedefit pension plans was as follows, in millions:

Three Months Ended September 3C

2014 2013
Qualified Non-Qualified Qualified Non-Qualified
Service cost $ 1 % — $ 1 3 —
Interest cos 12 2 10 2
Expected return on plan ass (12) — (20 —
Amortization of net loss 2 1 4 1
Net periodic pension cost $ 4 $ 3 5 3

Nine Months Ended September 3C

2014 2013
Qualified Non-Qualified Qualified Non-Qualified
Service cost $ 3 $ — 3 % —
Interest cos 38 6 32 5
Expected return on plan ass (35) — (30 —
Amortization of net loss 8 1 12 2
Net periodic pension cost $ 14 $ 7 $ 17 $ 7

The Company participates in 21 regional multi-ergplgpension plans, principally related to buildirades; none of the plans are
considered significant to the Company.

Effective January 1, 2010, the Company froze dilrieibenefit accruals under substantially all @ @ompanys domestic qualified ar
non-qualified defined benefit pension plans. Feifoenefit accruals related to the Company’s foreigm-qualified plans were frozen
several years ago.
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

K. The reclassifications from accumulated other coimgmsive income to the condensed consolidated statesh operations were as
follows, in millions:

Amount Reclassified

Accumulated Other Three Months Nine Months
Comprehensive Ended Sep. 30, Ended Sep. 30 Income Statement
Income (Loss) 2014 2013 2014 2013 Line ltem

Amortization of defined benefit pensic

Actuarial losses, net $ 3 % 5 % 9 $ 14 Selling, General &
Administrative Expens
3 — 3 — Income tax benefi
Interest rate sway $ — 3 — 3 1 % 1 Interest expens

_ — — — Income tax benef

There was no tax effect for either the amortizatibthe actuarial losses or the interest rate swag813 due to the tax valuation
allowance.
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

L. Information about the Company by segnatt geographic area was as follows, in millions:
Three Months Ended September 3C Nine Months Ended September 3C
2014 2013 2014 2013 2014 2013 2014 2013
Net Sales(A) Operating Profit (Loss) Net Sales(A) Operating Profit (Loss)
The Compan’s operations by segment we
Cabinets and Related Produ $ 26€% 26z % 35 % 2% 75€$ 76t % (55 % 4
Plumbing Product 85t 82C 141 11€ 2,50 2,38¢ 39¢ 30¢€
Installation and Other Servic 39¢ 37C 20 18 1,115 1,03¢ 33 22
Decorative Architectural Produc 52% 522 91 93 1,56( 1,51¢ 28C 28€
Other Specialty Products 19C 17¢€ 20 16 52C 47( 39 26
Total $ 223:% 2150 $ 237 $ 243$ 6451 % 6,17t $ 69€ $ 63€
The Company’s operations by geographic area
were;
North America $ 181t $ 1,75¢ $ 182 $ 195 $ 5217 % 5031% 527% 51¢
International, principally Europe 414 394 55 50 1,24( 1,14¢ 16¢ 11€
Total $ 223 3% 215( 237 24¢$ 6451 $ 6,17¢ 69€ 63€
General corporate expense, net (35) (37) (102) (104)
Operating profit 20z 212 594 532
Other income (expense), net (50) (52 (159 (15%)
Income from continuing operations before
income taxe: $ 152 $ 16C $ 43 $ 377

(A) Inter-segment sales were not material.

M. As part of the Company’s continuing review of itsecations to improve cost structure and businessegses, actions were taken
during 2014 and 2013 to respond to market conditiorhe Company recorded charges related to seseeand early retirement
programs of $13 million and $24 million for the ¢élermonths and nine months ended September 30, 2&péctively, and $4 million
and $16 million for the three months and nine memhded September 30, 2013, respectively. Suclgehare principally reflected in
the statement of operations in selling, generalainistrative expenses. In 2014, $13 million 28 million for the three months
and nine months ended September 30, 2014, resplgcidf the severance costs relate to corporateeoéictions and are included in
general corporate expense, net.
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

N. Other, net, which is included in other income (exg®, net, was as follows, in millions:
Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
Income from cash and cash investments $ 1 $ 1 3 2 $ 3
Income from financial investments (Note — 2 21
Currency gains (losse 5 D 5 —
Other items, net 1 — 1 (1)
Total other net $ 7 3 6 $ 1C $ 23
0. Reconciliations of the numerators and denominatsesl in the computations of basic and diluted egsper common share were as
follows, in millions:
Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
Numerator (basic and dilutec
Income from continuing operatiol $ 542 $ 111 % 75¢ % 25€
Less: Allocation to unvested restricted stock award (11) (2) (15) (5)
Income from continuing operations attributable doncnon
shareholder 531 10¢ 743 251
Income (loss) from discontinued operations, net 1 (2 (2 (1€)
Less: Allocation to unvested restricted stock award — — — —
Income (loss) from discontinued operations attabig to
common shareholde 1 (2) (2) (16)
Net income available to common shareholders $ 532 $ 107 $ 741 3 23t
Denominator
Basic common shares (based upon weighted ave 35C 34¢ 35C 34¢
Add:
Stock option dilution 3 3 3 3
Diluted common shares 353 352 358 352

For the three months and nine months ended Septed8b2014 and 2013, the Company allocated dividemdl undistributed earnin
to the unvested restricted stock awards (partitipatecurities).
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note O— concluded:

Additionally, 8 million common shares for both ttieee months and nine months ended September 30,8@ 15 million and 14
million common shares for the three months and ninaths ended September 30, 2013, respectivebterkto stock options were
excluded from the computation of diluted earnings gommon share due to their antidilutive effect.

In the first nine months of 2014, the Company gedrit.7 million shares of longrm stock awards; to offset the dilutive impacthafse
awards, the Company also repurchased and retivediflion shares of Company common stock, for caggiregating approximately
$39 million.

On September 30, 2014, the Company announcedstBbard of Directors authorized the repurchasgpaio 50 million shares for
retirement of Company common stock in opearket transactions or otherwise, replacing theipts Board of Directors authorizati
established in 2007.

On the basis of amounts paid (declared), cashealind per common share were $.090 ($.090) and $.285) for the three months a
nine months ended September 30, 2014, respectaatly$.075 ($.075) and $.225 ($.225) for the tmeaths and nine months ended
September 30, 2013, respectively.

P. We are subject to claims, charges, litigation ati@ioproceedings in the ordinary course of ourress, including those arising from
or related to contractual matters, intellectuaipemty, personal injury, environmental matters, piddiability, product recalls,
construction defect, insurance coverage, persamekemployment disputes and other matters, indudimss actions. We believe we
have adequate defenses in these matters and ¢Hiketihood that the outcome of these matters ddwalve a material adverse effec
us is remote. However, there is no assurancenthatill prevail in these matters, and we couldhia future incur judgments, enter into
settlements of claims or revise our expectatioganding the outcome of these matters, which cowtenally impact our results of
operations.

Q. The accounting guidance for income taxes requirasthe future realization of deferred tax assefsedds on the existence of
sufficient taxable income in future periods. Pblessources of taxable income include taxable ireanctarryback periods, the future
reversal of existing taxable temporary differeneeorded as a deferred tax liability, tax-planrstigitegies that generate future income
or gains in excess of anticipated losses in the/fmaward period and projected future taxable ineom

If, based upon all available evidence, both posiéimd negative, it is more likely than not (moranttb0 percent likely) such deferred
tax assets will not be realized, a valuation allo@eis recorded. Significant weight is given toifpes and negative evidence that is
objectively verifiable. A company’s three-year cuative loss position is significant negative evidern considering whether deferred
tax assets are realizable and the accounting geedastricts the amount of reliance that can besplan projected taxable income to
support the recovery of the deferred tax assets.
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note Q— continued:

In the fourth quarter of 2010, we recorded a $37Ram valuation allowance against our U.S. Fedeeflerred tax assets as a non-cash
charge to income tax expense. In reaching thislasion, we considered the weaker retail sales déireof our building products and
the slower than anticipated recovery in the U.Sisintgg market which led to U.S. operating lossessguificant U.S. goodwill
impairment charges, that primarily occurred infingrth quarter of 2010, causing us to be in a tyesr cumulative U.S. loss position.

During 2012 and 2011, objective and verifiable nizgaevidence, such as U.S. operating losses gmifisant impairment charges for
U.S. goodwill in 2011 and other intangible assetsitinued to outweigh positive evidence necessargduce the valuation allowance.
As a result, we recorded increases of $65 millioth $89 million in the valuation allowance relatedur U.S. Federal deferred tax
assets as a non-cash charge to income tax expe#8&2 and 2011, respectively.

Although new home construction activity and resailes of builder products strengthened during 26&8lting in profitability in the
Company’s U.S. operations, we continued to recdtdl @aluation allowance against the U.S. Feddeferred tax assets as we
remained in a three-year cumulative loss positiwaughout 2013.

In the third quarter of 2014, the Company recora@$17 million tax benefit from the release of iaduation allowance against its U
Federal and certain state deferred tax assetsrinarpy to a return to sustainable profitability its U.S. operations. In reaching this
conclusion, we considered the continued improverirebbth the new home construction market and regpad remodel activity in the
U.S. and our progress on strategic initiativestiuce costs and expand our product leadershig@usivhich contributed to the
continued improvement in our U.S. operations okiergast few years. Additionally, we anticipate dlvailability of future taxable
income and achieving a cumulative three-year incposition in the U.S. by the fourth quarter of 2@HB4a result of seven consecutive
quarters of U.S. pre-tax earnings.

As a result of the valuation allowance releas&nthird quarter of 2014, the net short-term defittax assets included in prepaid
expenses and other on the condensed consoliddtettbaheet as of September 30, 2014 was $26®miiuch balance was $73
million at December 31, 2013.

It is reasonably possible that the continued impmognts in certain of our businesses located itUtBe and in Europe could result in
the objective positive evidence necessary to wathenadditional reversal of all or a portion o thaluation allowance, up to
approximately $35 million, by the end of 2015.

Excluding the $517 million valuation allowance e, our effective tax rate was 75 percent andce8éept for the three months and
nine months ended September 30, 2014, respectived\a result of the reversal of the valuationwHoce in the third quarter of 2014,
the tax expense for the nine months ended SepteBib@014 approximates our U.S. Federal statutorydte while the tax expense
for the three months ended September 30, 2014deslan additional tax expense of $51 million tasidfhe taxes recorded in the first
and second quarter of 2014, which previously bésefirom the decrease in the valuation allowarcéhée higher third quarter
effective tax rate.

22




Table of Contents

MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (concluded)

Note Q— concluded:

Our effective tax rate of 24 percent for both thieeé months and nine months ended September 38, gtharily due to the decrease
in the valuation allowance resulting from the prtitilization of our U.S. Federal net operatingdaarryforward. The effective tax
rate for the nine months ended September 30, 2@13des a $12 million state tax benefit on uncertak positions due primarily to
the expiration of applicable statutes of limitation

R. On September 30, 2014, the Company announced aqtgnin-off of 100 percent of its Installation a@ther Services businesses into
an independent, publicly-traded company througxeee stock distribution to the Company’s shatééis. The transaction is
expected to be completed in mid-2015.
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESU LTS OF
OPERATIONS

THIRD QUARTER 2014 AND THE FIRST NINE MONTHS 2014 VERSUS
THIRD QUARTER 2013 AND THE FIRST NINE MONTHS 2013

SALES AND OPERATIONS

The following table sets forth the Company’s néésand operating profit margins by business segarshgeographic area, dollars in
millions:

Three Months Ended Percent
September 30 Increase
2014 2013 2014 vs. 201
Net Sales:
Cabinets and Related Produ $ 26€ $ 262 2%
Plumbing Product 85¢ 82( 4%
Installation and Other Servic 39¢ 37C 8%
Decorative Architectural Produc 523 52z —%
Other Specialty Products 19C 17¢€ 8%
Total $ 2,23 $ 2,15( 4%
North America $ 1,81¢ $ 1,75¢€ 4%
International, principally Europe 414 394 5%
Total $ 2,23 % 2,15( 4%
Nine Months Ended
September 30
2014 2013
Net Sales:
Cabinets and Related Produ $ 75¢ $ 762 ()%
Plumbing Product 2,50¢ 2,38¢ 5%
Installation and Other Servic 1,117 1,03¢ 8%
Decorative Architectural Produc 1,56( 1,51¢ 3%
Other Specialty Products 52C 47C 11%
Total $ 6,457 $ 6,17¢ 5%
North America $ 5217 $ 5,031 4%
International, principally Europe 1,24( 1,14¢ 8%
Total $ 6,457 $ 6,17¢ 5%
Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013
Operating Profit (Loss) Margins: (A)
Cabinets and Related Produ (13.2% (0.8% (7.9% (0.5%
Plumbing Product 16.5% 14.4% 15.% 12.£%
Installation and Other Servic 5.C% 4.% 3.C% 2.1%
Decorative Architectural Produc 17.2% 17.8% 17.9% 18.8%
Other Specialty Produc 10.5% 9.1% 7.5% 5.5%
North America 10.(% 11.(% 10.1% 10.2%
International, principally Europ 13.2% 12.7% 13.6% 10.2%
Total 10.€% 11.2% 10.8% 10.2%
Total operating profit margin, as reported 9.1% 9.€% 9.2% 8.€%

(A)  Before general corporate expense, net; see Naidhetcondensed consolidated financial statements.
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We report our financial results in accordance wigherally accepted accounting principles (“GAART'}e United States. However,
we believe that certain non-GAAP performance messand ratios used in managing the business maidprosers of this financial
information with additional meaningful comparisdretween current results and results in prior periddon-GAAP performance measures
and ratios should be viewed in addition to, andasoan alternative for, our reported results.

NET SALES

Net sales increased four percent and five peraerhé three-month and nine-month periods endete8dyer 30, 2014, respectively,
from the comparable periods of 2013. Excludingpbsitive effect of currency translation, net sateseased four percent for the nine-month
period ending September 30, 2014 from the compauadiod of 2013. The following table reconcileparted net sales to net sales,
excluding acquisitions and the effect of curreneyslation, in millions:

Three Months Ended Nine Months Ended
September 30 September 30
2014 2013 2014 2013

Net sales, as report $ 223 % 2,15C $ 6,457 $ 6,17¢

Acquisitions — — (2) —
Net sales, excluding acquisitio 2,23: 2,15( 6,45¢ 6,17¢

Currency translation (5) — (38) —
Net sales, excluding acquisitions and the effe:

currency translatio $ 2227 $ 2,15C $ 6,41; $ 6,17¢

North American net sales were positively impactgdnicreased sales volume of plumbing productsallaton and other services,
windows and builders’ hardware, which, in the aggte, increased North American sales by four pérfoerboth the three-month and nine-
month periods ended September 30, 2014, from thmpamble periods of 2013. Net sales were alsdipelsi affected by net selling price
increases, primarily related to cabinets, instalfaand other services and windows, which increasées by one percent and two percent for
the three-month and nine-month periods ended Séaie8®, 2014, respectively, from the comparabléodsrof 2013. Such increases were
offset by lower sales volume and a less favoratbeyct mix of cabinets (for the nimaenth period only) and lower selling prices of phing
products, paints and stains and builders’ hardwahéh, in the aggregate, reduced North Americd@ssay one percent and two percent for
the three-month and nine-month periods ended Séptie®®, 2014, respectively, from the comparablépsrof 2013.

A weaker U.S. dollar increased International négshy two percent and four percent in the threetimand nine-month periods ended
September 30, 2014, respectively, compared toaime periods of 2013. In local currencies, net dates International operations increased
three percent and four percent for the three-manthnine-month periods ended September 30, 20t¥agly due to selling price increases
for International plumbing products and a more fatte product mix of cabinets and windows.

25




Table of Contents

Net sales of Cabinets and Related Products inaidasé¢he third quarter due to increased sellinggs of North American cabinets, a
more favorable product mix of North American antktnational cabinets and increased sales volunh@eriational cabinets. Net sales in
this segment decreased for the nine-month periddd&B8eptember 30, 2014, compared to the same pErRl 3, due to lower sales volume
and a less favorable product mix of North Americahinets, which more than offset increased salksn@of International cabinets and
increased selling prices of North American cabinétsveaker U.S. dollar increased sales in thigreag by one percent in both the three-
month and nine-month periods ended September 3@, 26m the comparable periods of 2013.

Net sales of Plumbing Products increased due teased sales volume of both North American andnatenal operations, which, on
a combined basis, increased sales by three peandrfour percent for the three-month and nine-meettiods ended September 30, 2014,
respectively, from the comparable periods of 20IBis segment was also positively affected by iaseel selling prices of International
plumbing products. A weaker U.S. dollar increasalgs by one percent in the nine-month period eSagdember 30, 2014, from the
comparable period of 2013.

Net sales of Installation and Other Services ireddor the three-month and nine-month periods e:Segptember 30, 2014, compared
to the same periods of 2013, primarily due to iasesl sales volume related to a higher level oficin new home construction, as well as
increased volume of distribution and commerciaésalNet sales in this segment were also posita#gcted by increased selling prices.
Such increases were partially offset by a lessr&le product mix.

Net sales of Decorative Architectural Products vikiefor the third quarter, primarily due to inased sales volume of builders’
hardware which was offset by lower sales volumpadfits and stains related to inventory adjustmenade by a retail customer, lower selling
prices and increased costs for promotions and lmkgb&let sales in this segment increased for the-mionth period ended September 30,
2014, compared to the same period of 2013, duscteased sales volume of paints and stains duevigroduct introductions and other
growth initiatives and builders’ hardware, paryadffset by lower selling prices of paints and s$aéind costs for promotions. As a result of
the third quarter 2014 inventory adjustments rellaepaints and stains, we are experiencing streplgnishment orders in October.

Net sales of Other Specialty Products increasethfothree-month and nine-month periods ended Bdyee30, 2014 due to a more
favorable product mix, increased sales volume anceased selling prices of North American windomthie Western U.S., which in the
aggregate increased sales in this segment by g&veant and eight percent in the three-month ame-mionth periods ended September 30,
2014, respectively, from the comparable period®0df3. This segment was also positively affected byore favorable mix of International
windows. A weaker U.S. dollar increased salesaaypercent in both the three-month and nine-moetiogs ended September 30, 2014,
compared to 2013.

OPERATING MARGINS

Our gross profit margins were 27.4 percent and p8r2ent for the three-month and nine-month peresdied September 30, 2014,
respectively, compared with 28.2 percent and 2&r@gnt for the comparable periods of 2013.
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Gross profit margins for the three-month and nir@ith periods ended September 30, 2014 include $#8mand $32 million of
rationalization expenses primarily related to tkeeision to sell two facilities in the Cabinets delated Products segment. Gross profit
margins for the three-month and nine-month per@uted September 30, 2013 include $6 million andr#i®n of rationalization expenses
related to actions taken in several segments. Guuds margins for the three-month and nine-magmthiods ended September 30, 2014 were
positively affected by increased sales volume, el a8 a more favorable relationship between sgliinces and commodity costs and the
benefits associated with business rationalizatativiies and other cost savings initiatives.

Selling, general and administrative expenses,meseentage of sales, were 18.3 percent and 19c@miefor the three-month and nine-
month periods ended September 30, 2014, respgcto@hpared to 18.4 percent and 19.3 percent, caésply, for the comparable periods of
2013.

We have been focused on the strategic rationadizatf our businesses, including business consaitstplant closures, headcount
reductions and other initiatives. Operating prifitthe three-month and nine-month periods endgate®nber 30, 2014 includes $41 million
and $55 million, respectively, of costs and chamgdeted to our business rationalizations and dtfigatives, including $13 million and $20
million in the three-month and nine-month periodded September 30, 2014, respectively, of sevenahated to corporate office actions.
We anticipate that full-year 2014 rationalizatidraoges for the entire Company will aggregate apprately $58 million compared to our
previous estimate of $10 million. The increaseun full-year estimate is due to actions takenwstamrporate office in the second and third
quarters of 2014, as well as actions taken in @bi@ts and Related Products segment to sell twafaeturing facilities. We continue to
evaluate our business processes, which may resattditional rationalization charges.

For the three-month and nine-month periods endete8wer 30, 2013, we incurred costs and charg&$®mmillion and $36 million,
respectively, related to these initiatives.

Operating margins in the Cabinets and Related Rtediegment for the three-month and nmimenth periods ended September 30, 2
were negatively affected by rationalization charge$28 million and $31 million for the three-mordghd nine-month periods ended
September 30, 2014, respectively, primarily reldteiinpairment charges due to the decision toteglimanufacturing facilities. This
segment was also negatively affected by lower NArtterican sales volume and the related under-abearpf fixed costs, as well as a less
favorable product mix of North American cabinets (the nine-month period only). Such declines nibem offset a more favorable
relationship between selling prices and commodists and the benefits associated with businesmedization activities and other cost
savings initiatives.

Operating margins in the Plumbing Products segrwerihe three-month and nine-month periods endede®sber 30, 2014 were
positively impacted by increased sales volume, eerfavorable relationship between selling priced @@mmodity costs and the benefits
associated with business rationalization activilied other cost savings initiatives.

27




Table of Contents

Operating margins in the Installation and Othewnes segment for the three-month and mmaath periods ended September 30, :
were positively impacted by increased sales volanta more favorable relationship between sellingep and commodity costs.

Operating margins in the Decorative ArchitectunaldRicts segment for the three-month and nine-mpetinds ended September 30,
2014 were negatively affected by an unfavorablati@iship between selling prices and commoditys;astess favorable product mix and
costs for new product introductions, promotions bog backs. Such decreases more than offset tiefitseassociated with cost savings
initiatives.

Operating margins in the Other Specialty Produetgrent for the three-month and nine-month periodee September 30, 2014
reflect a more favorable relationship between sglfirices and commaodity costs, a more favorabldymbmix and increased sales volume.

OTHER INCOME (EXPENSE), NET

Interest expense for the three-month and nine-mpetiods ended September 30, 2014 decreased $amaid $9 million,
respectively, from the comparable periods of 203 arily due to the repurchase and retirement @0$aiillion of 7.125% Notes on
August 15, 2013, the scheduled retirement date.

Other, net, for the three-month and nine-monthgaksriended September 30, 2014 included gains of $iemand $4 million,
respectively, related to distributions from privatpity funds. Other, net, for the three-month aimg-month periods ended September 30,
2014 included a loss of $— million and $2 millisespectively, from equity investments.

Other, net, for the three-month and nine-monthguksriended September 30, 2013 included gains of $liemand $7 million,
respectively, related to distributions from privatpity funds. Other, net, for the three-month aimg-month periods ended September 30,
2013 included income from equity investments ofifilion and $13 million, respectively.

INCOME PER COMMON SHARE FROM CONTINUING OPERATIONS — Attributable to Masco Corporation

Income for the three-month and nine-month periadied September 30, 2014 was $542 million and $78®mcompared with $111
million and $256 million for the comparable periaaf<2013. Diluted earnings per common share fottihee-month and nine-month periods
ended September 30, 2014 was $1.51 per common ahdu®2.11 per common share, respectively, compaiteds.31 per common share ¢
$.71 per common share, respectively, for the coatpamperiod of 2013.

As a result of the continued profitability of the@panys U.S. operations, a $466 million ($1.32 per comsiwere) net tax benefit w
recorded in the third quarter of 2014 primarilyrfréhe release of the $517 million valuation allosa@against its U.S. Federal and certain
state deferred tax assets. This reversal was dffseh additional $51 million tax expense to adfages recorded in the first half of 2014 to
the higher third quarter effective tax rate.

Excluding the $517 million valuation allowance ae, our effective tax rate was 75 percent ance8éept for the three months and
nine months ended September 30, 2014, respectivedya result of the reversal of the valuationwlace in the third quarter of 2014, the tax
expense for the nine months ended September 3@,&fldroximates our U.S. Federal statutory taxwéiiée the tax expense for the three
months ended September 30, 2014 includes an aditiax expense of $51 million to adjust the taveznrded
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in the first and second quarter of 2014, which fnesly benefited from the decrease in the valuagitmwance, to the higher third quarter
effective tax rate.

It is reasonably possible that the continued imprognts in certain of our businesses located itUtBe and in Europe could result in
the objective positive evidence necessary to wathenadditional reversal of all or a portion oé taluation allowance, up to approximately
$35 million, by the end of 2015.

Our effective tax rate of 24 percent for both thieeé months and nine months ended September 38, gtharily due to the decrease
in the valuation allowance resulting from the grtitilization of our U.S. Federal net operatingdaarryforward. The effective tax rate for
the nine months ended September 30, 2013 includ@ég anillion state tax benefit on uncertain taxifpposs due primarily to the expiration of
applicable statutes of limitation.

OTHER FINANCIAL INFORMATION

Our current ratio was 1.7 to 1 and 1.9 to 1 at &aper 30, 2014 and December 31, 2013, respectivdig.decrease in the current ri
is due to classification of $500 million of 4.8% fde due June 2015 to Short-term Notes Payable.

For the nine months ended September 30, 2014,af&306 million was provided by operating activitie

For the nine months ended September 30, 2014 ashtused for financing activities was $160 millaord included $86 million for the
payment of cash dividends and $39 million for thguasition of Company common stock in open-markaatgactions to offset the dilutive
impact of long-term stock awards granted in 20t cash used for investing activities was $60iamillincluding $82 million for capital
expenditures, partially offset by net proceeds ftbmsale of short-term bank deposits of $25 mmillio

Our cash, cash investments and short-term banksidepeere $1.6 billion and $1.5 billion at Septem®@, 2014 and December 31,
2013, respectively. Our cash and cash investnoemisist of overnight interest bearing money madeshand and time deposit accounts,
money market mutual funds and government securittag short-term bank deposits consist of timeodép with maturities of 12 months or
less.

Of the $1.6 billion and the $1.5 billion of cashsh investments and short-term bank deposits h&d@ember 30, 2014 and
December 31, 2013, $638 million and $622 milli@spectively, is held in foreign subsidiaries. hiése funds were needed for our operations
in the U.S., their repatriation into the U.S. magult in additional U.S. income taxes or foreigtihiolding taxes. The amount of such taxes is
dependent on the income tax laws and circumstatdbe time of distribution.

On March 28, 2013, the Company entered into a taggleement (the “Credit Agreement”) with a banéugy, with an aggregate
commitment of $1.25 billion and a maturity dateMdrch 28, 2018. See Note H to the financial stateis

Based on the debt to total capitalization coveiratite Credit Agreement, at September 30, 2014Ctrapany had additional
borrowing capacity, subject to availability, of tgp$1.2 billion. Additionally, at September 30,120 the Company could absorb a reduction
to shareholders’ equity of approximately $859 roilliand remain in compliance with the debt to toggditalization covenant.
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We were in compliance with all covenants and hat@rwowings under our credit agreement at Septei3be2014.

We believe that our present cash balance, casts filan operations and, to the extent necessark lbamowings and future financial
market activities, are sufficient to fund our wargicapital and other investment needs.

OUTLOOK FOR THE COMPANY

We are making progress on our 2014 strategic gigsriwhich include growing share of our marketlieg brands, accelerating
customer-focused innovation pipeline, further peatitg international markets and driving operatideaerage through our focus on cost
containment. We believe that new home construatitirshow continued growth in 2014 and that repaid remodel activity will grow
modestly, and big ticket items will continue to shimmprovement. We also expect the positive treiithe European economic recovery to
continue.

We believe that new home construction and repairramodel activity will show steady growth in 201We are well positioned to
grow our key brands and to gain market share mehvironment. We remain committed to realizing fill potential of our core businesses,
leveraging opportunities across our portfolio aotiveély managing the portfolio to drive long-terimeseholder value.

FORWARD-LOOKING STATEMENTS

Statements contained in this report that reflectvievs about our future performance constitutewi@rd-looking statementsinder th:
Private Securities Litigation Reform Act of 19960rward-looking statements can be identified bydgsuch as “believe,” “anticipate,”
“appear,” “may,” “will,” “should,” “intend,” “plan;’ “estimate,” “expect,” “assume,” “seek,” “forecgstnd similar references to future
periods. These views involve risks and uncertasritiat are difficult to predict and, accordinglyr @ctual results may differ materially from
the results discussed in our forward-looking statets. We caution you against relying on any o$é¢hferward-looking statements. Our
future performance may be affected by our reliamt@ew home construction and home improvementradiance on key customers, the cost
and availability of raw materials, uncertainty retinternational economy, shifts in consumer pesfees and purchasing practices, our ability
to improve our underperforming businesses, ouitalhd maintain our competitive position in our imtries, risks associated with the
proposed spin-off of our Services Business, ouitalio realize the expected benefits of the spii#he timing and terms of our share
repurchase program, and our ability to reduce aatpaexpense and simplify our organizational stmect We discuss many of the risks we
face in Item 1A, “Risk Factors” in our most recé&mnual Report on Form 10-K, as well as our QuaytBkports on Form 10-Q and in other
filings we make with the Securities and Exchangen@dssion. Our forwardboking statements in this Report speak only ab@fdate of thi
Report. Factors or events that could cause ouabr#sults to differ may emerge from time to tiraed it is not possible for us to predict all
of them. Unless required by law, we undertake l@ation to update publicly any forwaideking statements as a result of new informat
future events or otherwise.

” o
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Item 4.

a.

CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures.

The Company’s principal executive officer and pijrat financial officer have concluded, based oregaluation of the Company’s
disclosure controls and procedures (as defineddrSecurities Exchange Act of 1934 Rules 13a-1&i(&pd-15(e)) as required by
paragraph (b) of Exchange Act Rules 13a-15 or 15that, as of September 30, 2014, the Companytadisre controls and
procedures were effective.

Changes in Internal Control over Financial Repagrtin

In connection with the evaluation of the Comparfingernal control over financial reporting” that@ared during the quarter ended
September 30, 2014, which is required under then8es Exchange Act of 1934 by paragraph (d) offange Rules 13a-15 or 15d-
15 (as defined in paragraph (f) of Rule 13a-15haggement determined that there was no change titatially affected or is
reasonably likely to materially affect internal tiarh over financial reporting.
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PART Il. OTHER INFORMATION

Item 1 . Legal Proceedings

Information regarding legal proceedings involvirgjisi set forth in Note P to our condensed consi@iifinancial statements included
in Part I, Item 1 of this Report and is incorpocakerein by reference.

Item 1A . Risk Factors

Set forth below are material additions to the fasktors we discussed in Item 1A, “Risk Factorsbur Annual Report on Form 10-K
for the year ended December 31, 2013.

Risks Related to our Proposed Spin-Off Transaction

We are pursuing a plan to spin-off our Installationand Other Services segment (the “Services BusinéssWe are incurring
significant costs in connection with this transactin, which also requires considerable time and atteion of our management, and we
may not be able to complete the transaction or, the transaction is completed, realize the anticip&d benefits.

In September 2014, we announced a plan to sepaurat@ervices Business from our other businessesidghra spin-off transaction in
which we would distribute the common stock of tleevE&es Business to our existing shareholders. Getiop of the transaction will be
contingent upon approval by our Board of Directors, receipt of an opinion from tax counsel, thieefveness of a Registration Statement
on Form 10, and certain other conditions. Additibnaur ability to complete the spin-off in a tilyemanner, if at all, could be affected by
several factors, including:

e our ability to obtain sufficient financing for tmewly-created entity on acceptable terms;

e our ability to obtain any necessary consents or@ls;

e changes in the underlying businesses, contractsjstomers; and

e political and economic conditions at the time af thansaction.

For these and other reasons, we may not be abtenplete the spin-off within the expected time feaon at all. Even if the transaction
is completed, we may not realize some or all ofahtcipated benefits from the spin-off. We haveuimed and will continue to incur
significant costs in connection with this transatiwhich will affect our profitability and operag results through completion of the
transaction. Executing the proposed spin-off aégpires considerable time and attention from mamagé which could distract them from

other tasks in operating our business and execotingther strategic initiatives.
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PART Il. OTHER INFORMATION, continued
The proposed spin-off of our Services Business caulesult in substantial tax liability to us and our stockholders.

Among the conditions to completing the spin-offlvaié our receipt of an opinion of tax counsel sabgally to the effect that, for U.S.
federal income tax purposes, the spin-off and cerdated transactions will qualify for tax-freeatment under certain sections of the
Internal Revenue Code. However, if the factual aggions or representations made by us in conneutitinthe delivery of the opinion are
inaccurate or incomplete in any material respeciuding those relating to the past and future cohdf our business, we will not be able to
rely on the opinion. Furthermore, the opinion widit be binding on the Internal Revenue Service $)For the courts. If, notwithstanding
receipt of the opinion, the spoff transaction and certain related transactioesdatermined to be taxable, we would be subjeatdobstanti:
tax liability. In addition, if the spin-off transton is taxable, each holder of our common stock wdteives shares of the new Services
Business company would generally be treated asvirgea taxable distribution of property in an ambequal to the fair market value of the
shares received, thereby potentially increasing sisdder’s tax liability.

Even if the spin-off otherwise qualifies as a teseftransaction, the distribution could be taxables (but not to our stockholders) in
certain circumstances if future significant acqiosis of our stock or the stock of the new ServiBasiness company are deemed to be part o
a plan or series of related transactions that degfithe spiroff. In this event, the resulting tax liability ddube substantial. In connection w
the spin-off, we expect to enter into a tax matégneement with the new Services Business compenaer which it will agree not to enter
into any transaction without our consent that caadse any portion of the spin-off to be taxablag@nd to indemnify us for any tax liability
resulting from any such transaction. These obligetiand potential tax liabilities may discouragelag or prevent a change of control of ut
of the new Services Business company.

Iltem 6 . Exhibits

10 - Non-Employee Directors Equity Program under Masco Cafiar's 2014 Long Term Stock Incentive P

12 - Computation of Ratio of Earnings to Combined Fix¥thrges and Preferred Stock Divide

3la - Certification by Chief Executive Officer Requireg Bule 13a-14(a) or 15d-14(a) of the SecuritiesHaxge Act of
1934

31b - Certification by Chief Financial Officer Requiregt Rule 13a-14(a) or 15d-14(a) of the Securitieshaxge Act of
1934

32 - Certification Required by Rule 13a-14(b) or 15dH)4gf the Securities Exchange Act of 1934 and 8acti350 of

Chapter 63 of Title 18 of the United States C
101 - Interactive Data Fili
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PART Il. OTHER INFORMATION, concluded
SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdRBport to be signed on its
behalf by the undersigned thereunto duly authorized

MASCO CORPORATION

By: /slJohn G. Sznewa

Name: John G. Sznewa
Title:  Vice President, Treasurer and Chief Financial @ft

October 28, 201
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Exhibit 10

MASCO CORPORATION
NON-EMPLOYEE DIRECTORS EQUITY PROGRAM
UNDER THE 2014 LONG TERM STOCK INCENTIVE PLAN

July 22, 2014

For purposes of the Masco Corporation (tf@&ompany”) Non-Employee Directors Equity Program (th@tfogram "), an “Eligible
Director” is any director of the Company who is aotemployee of the Company and who receives fofeservices as a director. Terms not
defined herein have the meaning given to themendbmpany’s 2014 Long Term Stock Incentive Plararaended from time to time (the *
Plan™).

Section 1. Restricted Stock Award
(a) (i) Eligibility for Award . On the date of each of the Company’s annuakbtiders’ meetings (the Annual Meeting ),

each person who is or becomes an Eligible Direattsuch meeting and whose service on the Boaniscted to continue following such
meeting shall be granted an Award of Restricte@Sto

(i) Amount of Award. The amount of the Award of Restricted Stock Idhalequal to one-half of the annual retainer then
paid to non-employee directors as compensatiothfr service as a director, rounded to the neéeesBhares and disregarding any retainer
provided as compensation for service on a Boardhtithee, or as Chair of a Board committee or therBdthe “Annual Retainer ). If an
Eligible Director begins serving as a director ottian as of the date of an Annual Meeting, AwarfdRestricted Stock granted hereunder
shall be granted on the date of the meeting oCibigorate Governance and Nominating Committeetétkats place on or after such Eligible
Director is first elected or appointed to the Boandd such Awards shall be pro-rated to reflecipédmtial service provided by such Eligible
Director in the period between Annual Meetings.

(iii) Adjustment to Amount or Terms of AwardThe Board shall have sole discretion to adjustamount of the Annual
Retainer to be paid in the form of Shares anddh®ag of any such Award of Shares. Except as ttladBimay otherwise determine, any
increase or decrease in an Eligible Director’s AalriRetainer during a period with respect to whigbhsEligible Director has already been
granted an Award of Restricted Stock shall be imyglieted by increasing or decreasing the cash pasfisach Eligible Director's Annual
Retainer.

(b) Subject to clauses (e) through (h) below, each AvweéRestricted Stock granted hereunder shallwéktrespect to one-
third of the Shares underlying such Award (disrdiay fractional Shares) on May 15 of each of thred¢tconsecutive calendar years follov
the year in which such Award is granted; providealyever, that if an Award is granted between theuat Meeting and December 31
pursuant to Section 1(a)(ii), the first vestinglshacur on May 15 of the second calendar yeaofuihg the year in which such Award is
granted.

(c) The price of the Shares used in determining thebeurnof Shares subject to an Award of RestrictedlSgwanted hereund
shall be the fair market value of the Shares asrdeted by the Board on the effective grant dateuch Award; provided that if an Award




granted in accordance with Section 1(a) of thiggRam falls within seven days prior to the releasthe Company’s quarterly or annual
financial results, then the effective grant datesfiach Award will be the second market trading ftdlpwing the date on which such financial
results are released.

(d) Each Eligible Director shall be entitled to votalarceive dividends on the Shares subject to thardwf Restricted Stoc
but will not be able to obtain a stock certificatesell, encumber or otherwise transfer such ShafrBestricted Stock except in accordance
with the terms of the Plan.

(e) If an Eligible Director’s term of service as a diter terminates for any reason other than as dtresdeath, permanent and
total disability or retirement on or after normatirement age as set forth in the Company’s Cotpdemvernance Guidelines, all Shares of
Restricted Stock held by such Eligible Directorttteamain subject to restrictions shall be forfeigedl transferred back to the Company on the
date of such terminatioprovided, however , that any Shares of Restricted Stock that remadfest to restrictions but that would have vested
on May 15 the year following the year of such HllgiDirector’s termination shall vest pro rata ba tlate of termination based upon that
portion of the year between annual vesting dateghich the termination occurred during which sudigiBle Director served as a director.

() Notwithstanding the foregoing or clause (g) beldwiollowing termination of service as a direcfor any reason other
than death (including due to retirement), an Elgibirector continues to hold Shares of RestriG&atk, the Board, in its sole judgment, may
cause all Shares of Restricted Stock that remdijesuto restrictions to be forfeited and tranddrback to the Company concurrently with
at any time following, such termination if the Bdatetermines that such former director has engagady activity detrimental to the
interests of the Company, a subsidiary or an afélil company.

(9) If an Eligible Director’s term of service as a diter is terminated by reason of death or permaaedttotal disability or, if
following termination or retirement as a directaiformer director dies while continuing to havehtggunder an Award of Restricted Stock,
upon such death or termination by reason of permtear&d total disability, the restrictions containedny such Award of Restricted Stock
shall lapse.

(h) If an Eligible Director’s term of service as a dit@r is terminated by reason of retirement on teraformal retirement age
for a director as set forth in the Company’s CogpeiGovernance Guidelines, the restrictions coathin any Award of Restricted Stock held
by such Eligible Director shall continue to lapsdhe same manner as if his or her term of sehvéeknot terminated.

0] The provisions of Section 6(d)(v) of the Plan (“&teration”) shall not apply to Awards of Restrictetbck granted to
Eligible Directors.




Section 2. Non-Compete Provision

Each Award of Restricted Stock granted hereundall sbntain a provision whereby the Award holdealshgree, in consideration
for the Award and regardless of whether restrigion Shares of Restricted Stock have lapsed, lasviol

(a) While the holder is a director of the Company amdaf period of one year following the later of thst date of vesting of
any Shares or the termination of such holder’s t@sm director of the Company, other than a tertioindollowing a Change in Control, the
Award holder shall agree not to engage in, andmbecome associated in a “Prohibited Capacity’h@ginafter defined) with any other
entity engaged in, any “Business Activities” (ar&inafter defined) and not to encourage or as#igrs in encouraging any employee of the
Company or any of its subsidiaries to terminate leympent or to become engaged in any such Prohiliiegzhcity with an entity engaged in
any Business Activities. Business Activities’ shall mean the design, development, manufactules, marketing or servicing of any prodt
or providing of services competitive with the prathior services, of the Company or any subsidiaang time while the Award is
outstanding, to the extent that such competitivalpcts or services are distributed or providedeeith) in the same geographic area as are
such products or services of the Company or aritg alubsidiaries or (2) to any of the same custerasrsuch products or services of the
Company or any of its subsidiaries are distributedrovided. “Prohibited Capacity ” shall mean being associated with an entity as a
director, employee, consultant, investor or in heotapacity where (1) confidential business infation of the Company or any of its
subsidiaries could be used in fulfilling any of th@der’s duties or responsibilities with such etastity, or (2) an investment by the Award
holder in such other entity represents more tharofl$tich other entity’s capital stock, partnerstripther ownership interests.

(b) Should the Award holder breach any of the restmticontained in the preceding paragraph, by aogeah Award, the
Award holder shall agree, independent of any eblgtar legal remedies that the Company may havendgtimdut limiting the Company’s
right to any other equitable or legal remediegayp to the Company in cash immediately upon theatehof the Company (1) the amount of
income realized for income tax purposes from thefdynet of all federal, state and other taxes lpiayan the amount of such income, but
only to the extent that such income is realizedhfrestrictions lapsing on Shares or exercises dogyras the case may be, on or after the
termination of the Award holder’s term as a directbthe Company or within the two-year period ptio the date of such termination, plus
(2) all costs and expenses of the Company in doyted enforce its rights under this or the prangdaragraph. The Company shall have
right to set off or withhold any amount owed to thward holder by the Company or any of its subsidi&or affiliates for any amount owed
to the Company by the Award holder hereunder.

Section 3. Termination, Modification or Suspension
The Board may terminate, modify or suspend the Rragat any time as it may deem advisable.
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Exhibit 12

MASCO CORPORATION
Computation of Ratio of Earnings to Combined FixedCharges and Preferred Stock Dividends

(Dollars in Millions)

Nine
Months
Ended
Sep. 30 Year Ended December 31
2014 2013 2012 2011 2010 2009
Earnings Before Income Taxes
Preferred Stock Dividends and
Fixed Charges:
Income (loss) from continuing
operations before income tax $ 43t 3 45C % 73 $ (38%) $ (745 $ (157)
Deduct equity in undistributed losses
(earnings) of fifty-percent- or-less-
owned companie 2 (16) — (9 — —
Add interest on indebtedness, 16€ 23C 24¢ 25C 24¢ 224
Add amortization of debt expen 4 6 7 7 7 5
Add estimated interest factor for
rentals 24 31 31 33 3€ 44
Earnings (loss) before income taxes,
noncontrolling interest, net, fixed
charges and preferred stock
dividends $ 631 $ 701 $ 36C $ (102) $ (459 $ 122
Fixed Charges:
Interest on indebtedne $ 165 $ 22¢ 3 24t $ 24¢ 3 24€ $ 221
Amortization of debt expens 4 6 7 7 7 5
Estimated interest factor for rentals 24 31 31 33 3€ 44
Total fixed charges $ 19 $ 26€ $ 28€ $ 28¢ $ 28¢ $ 27C
Preferred stock dividends(a) $ — $ — $ — 9 — $ — 3 =
Combined fixed charges and prefer
stock dividend: $ 19 $ 26€ $ 28¢ $ 28¢ % 28¢ $ 27C
Ratio of earnings to fixed charges B2 2.€ 1.3 (0.4 (1.6) 0.t
Ratio of earnings to combined fixed
charges and preferred stock divide! 3.2 2.€ 1.3 (0.9 (1.6 0.t
Ratio of earnings to combined fixed
charges and preferred stock divider _ _
excluding certain item(b) 3.8 2.€ 1.7 1.2 1. 1t

€) Represents amount of income before provision feorime taxes required to meet the preferred stodketid requirements of the
Company.

(b) Excludes the 2012 non-cash, pae-impairment charge for other intangible assé®&4@ million and litigation expense of $77 millix
the 2011 non-cash, pre-tax impairment charge fodwdl and other intangible assets of $450 millenrd litigation expense of $9
million; the 2010 non-cash, pre-tax impairment geafior goodwill and other intangible assets of $688on and non-cash, pre-tax
impairment charges for financial investments of $##lion; and the 2009 non-cash, pre-tax chargegfadwill impairment of $262
million; non-cash, pre-tax impairment charge foraficial investments of $10 million and litigatioxpense of $7 million.
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Exhibit 31a

MASCO CORPORATION
Certification Required by Rule 13a-14(a) or 15d-14)
of the Securities Exchange Act of 1934

[, Keith Allman, certify that:

1.

2.

| have reviewed this quarterly report on Form 10f®asco Corporation (the Registrant);

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nlaadisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) designed such disclosure controls and proceduresused such disclosure controls and proceduras tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepared

b) designed such internal control over financial répgr or caused such internal control over finahegorting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) evaluated the effectiveness of the registrant'sldssire controls and procedures and presentedsimeport our conclusions about
the effectiveness of the disclosure controls andguiures as of the end of the period covered Byrditiort based on such evaluation;
and

d) disclosed in this report any change in the regi$santernal control over financial reporting tratcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weaknsdsehe design or operation of internal contradrofmancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the registrant’s
internal control over financial reporting.

Date: October 28, 2014 By: /s/ Keith Allman

Keith Allman
President and Chief Executive Offic




Exhibit 31b

MASCO CORPORATION
Certification Required by Rule 13a-14(a) or 15d-14)
of the Securities Exchange Act of 1934

John G. Sznewajs, certify that:
| have reviewed this quarterly report on Form 10f®asco Corporation (the Registrant);

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nlaadisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) designed such disclosure controls and proceduresused such disclosure controls and proceduras tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepared

b) designed such internal control over financial répgr or caused such internal control over finahegorting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) evaluated the effectiveness of the registrant'sldssire controls and procedures and presentedsimeport our conclusions about
the effectiveness of the disclosure controls andguiures as of the end of the period covered Byrditiort based on such evaluation;
and

d) disclosed in this report any change in the regi$santernal control over financial reporting tratcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weaknsdsehe design or operation of internal contradrofmancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the registrant’s
internal control over financial reporting.

Date: October 28, 2014 By: /s/ John G. Sznewa

John G. Sznewa
Vice President, Treasurer a
Chief Financial Office




Exhibit 32

MASCO CORPORATION
Certification Required by Rule 13a-14(b) or 15d-144)
of the Securities Exchange Act of 1934 and
Section 1350 of Chapter 63 of Title 18 of the
United States Code

The certification set forth below is being subrdtte connection with the Masco Corporation Quayt&&port on Form 10-Q for the
quarterly period ended September 30, 2014 (the SR§for the purpose of complying with Rule 13ath¥tor Rule 15d-14(b) of the
Securities Exchange Act of 1934 (the “Exchange Patid Section 1350 of Chapter 63 of Title 18 of theted States Code.

Keith Allman, the President and Chief Executivei@f, and John G. Sznewajs, the Vice Presidengstirer and Chief Financial
Officer, of Masco Corporation, each certifies thatthe best of his knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; and

2. The information contained in the Report fairly @ets, in all material respects, the consolidatedrftial condition and results
of operations of Masco Corporation.

Date: October 28, 201 /s/ Keith Allman

Name: Keith Allman
Title: President and Chief Executive Offic

Date: October 28, 201 /s/ John G. Sznewa

Name: John G. Sznewa
Title: Vice President, Treasurer and Chief Financial @ft




