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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, 2012

Commission file number: 1-5794

Masco Corporation

(Exact name of Registrant as Specified in its Chaer)

Delaware 38-179448¢E
(State or Other Jurisdiction of (IRS Employer
Incorporation) Identification No.)

21001 Van Born Road

Taylor, Michigan 48180
(Address of Principal Executive Offices; (Zip Code)

(313) 2747400

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant €l filed all reports required to be filed by Secti8 or 15(d) of the Securities Exchange Act of4L@8ring the
preceding 12 months (or for such shorter periotittieregistrant was required to file such repogsjl (2) has been subject to such filing requirgsiéor the past 90
days. Yes No O

Indicate by check mark whether the registrant liasnstted electronically and posted on its corpovegbsite, if any, every Interactive Data File regdito be submitte
and posted pursuant to Rule 405 of Regulation §2B2.405 of this chapter) during the preceding batims (or for such shorter period that the regigtveas required to
submit and post such files). YeXl No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting comp&se the definitions
of “large accelerated filer,” “accelerated filemid “smaller reporting company” in Rule 12b-2 of thechange Act.

Large accelerated file Accelerated filel O

Non-accelerated file O (Do not check if a smaller reporting compa Smaller reporting compar O
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Excfe Act). YesO No

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

Class Shares Outstanding at October 26, 201
Common stock, par value $1.00 per st 357,100,00(
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MASCO CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS (Unaudited)

September 30, 2012 and December 31, 2011
(In Millions, Except Share Data)

September 3C December 31
2012 2011
ASSETS
Current asset:
Cash and cash investme $  1,16¢ $ 1,65¢
Receivable: 1,15¢ 914
Prepaid expenses and otl 83 70
Assets held for sal 20 20
Inventories:
Finished good: 44¢ 39C
Raw materia 29C 28C
Work in proces: 91 99
83C 76¢
Total current asse 3,25¢ 3,42¢
Property and equipment, r 1,48¢ 1,567
Goodwill 1,891 1,891
Other intangible assets, r 19z 19¢
Other asset 191 20¢
Assets held for sal 2 5
Total asset $ 7,01 $ 7,29
LIABILITIES
Current liabilities:
Notes payabl: $ 207 $ 803
Accounts payabl 86€ 77C
Accrued liabilities 884 782
Liabilities held for sal¢ 1C 8
Total current liabilities 1,967 2,36°
Long-term debt 3,42: 3,22z
Deferred income taxes and ott 958 97C
Total liabilities 6,34: 6,55¢
Commitments and contingenci
EQUITY
Masco Corporatic’s shareholde’ equity:
Common shares, par value $1 per sl
Authorized shares: 1,400,000,000; issued and awistg: 201Zz- 348,900,000; 201- 347,900,00( 34¢ 34¢
Preferred shares authorized: 1,000,000; issuedatsthnding: 201- None; 201} None — —
Paic-in capital 34 65
Accumulated deficit retained earnin (15) 38
Accumulated other comprehensive inca 99 76
Total Masco Corporatic s shareholde’ equity 467 527
Noncontrolling interes 207 21F
Total equity 674 742
Total liabilities and equit' $  7,01¢€ $  7,29]

See notes to condensed consolidated financiahstauts.
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MASCO CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (Un audited)

For the Three and Nine Months Ended September 30022 and 2011
(In Millions Except Per Common Share Data)

Net sales
Cost of sale:

Gross profil

Selling, general and administrative exper
Charge for litigation settlements, r

Operating profit
Other income (expense), n

Interest expens
Other, ne:

Income from continuing operations before incomes
Income taxe:

Income from continuing operatiol
Loss from discontinued operatio
Net income
Less: Net income attributable to noncontrollingehnetst
Net income (loss) attributable to Masco Corpora

Income (loss) per common share attributable to MascCorporation:

Basic:
Income from continuing operatiol
Loss from discontinued operatio
Net income (loss
Diluted:
Income from continuing operatiol
Loss from discontinued operatio
Net income (loss
Amounts attributable to Masco Corporation:
Income from continuing operatiol
Loss from discontinued operatio
Net income (loss

See notes to condensed consolidated financiahstauts.
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Three Months Ended

Nine Months Ended

September 30 September 30
2012 2011 2012 2011
$1,97¢ $1,97¢ $5,85¢ $5,72¢
1,47¢ 1,48: 4,34t 4,271
50C 49t 1,51( 1,452
39¢ 38C 1,18¢ 1,21C
1 1 74 6
101 114 25C 23€
(62) (63) (194) (190)
6 22 23 75
(5€) (41) (171) (115)
45 73 79 121
14 4 48 55
31 69 31 66
@) (20 (30 (31
24 49 1 35
9 13 28 37
$ 15 $ 36 $ (20 $ @
$ .0€ $ 1€ $ — $ .08
(.02) (.06) (.08) (.09)
04 $ AC $ (08 $ (.01
$ .0€ $ 1€ $ — $ .08
(.02) (.06) (.08) (.09)
$ .04 $ .AC $ (09 $ (.09
$ 22 $ 56 $ 3 $ 29
) (20 (30 (31
$ 15 $ 36 $ (20 $
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MASCO CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) (Unaudited)

For the Three and Nine Months Ended September 30022 and 2011

(In Millions)
Three Months Ended Nine Months Ended
September 30 September 30
2012 2011 2012 2011

Net income $ 24 $  4¢ $ 1 $ 35

Other comprehensive income (loss), net of
Cumulative translation adjustme 42 (72) 15 8
Unrealized gain (loss) on interest rate sw 1 a7 1 ()]
Unrealized (loss) on marketable securi — — — (39
Unrecognized pension prior service cost and net iost 3 3 11 8
Other comprehensive income (lo 4€ (8€) 27 (39
Total comprehensive income (los 7C (37 28 (4)
Less: Comprehensive income (loss) attributablégonbncontrolling intere: 17 (2 32 40
Comprehensive income (loss) attributable to MasgpGration $ 53 $ (39 $ 4 $ (49

See notes to condensed consolidated financiahsésutes.
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MASCO CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

For the Nine Months Ended September 30, 2012 and 20

(In Millions)
Nine Months Ended
September 30,
2012 2011
CASH FLOWS FROM (FOR) OPERATING ACTIVITIES:
Cash provided by operatio $ 191 $ 21C
Increase in receivable (24%) (24%)
Increase in inventorie (58) (11¢)
Increase in accounts payable and accrued lialilitiet 20z 24¢€
Net cash from operating activiti 9C 95
CASH FLOWS FROM (FOR) FINANCING ACTIVITIES:
Issuance of Notes, net of issuance ¢ 39¢ —
Cash dividends pai (80) (80)
Retirement of Note (797) (58)
Dividend payment to noncontrolling inter¢ (40) (18
Payment for settlement of swa (25) —
Purchase of Company common st 8) (30
Payment of dek — (©)]
Credit Agreement cos — @
Net cash for financing activitie 54¢ (190
CASH FLOWS FROM (FOR) INVESTING ACTIVITIES:
Capital expenditure (80) (106)
Proceeds from disposition ¢
Marketable securitie — 49
Other financial investmen 35 43
Businesse 1 —
Property and equipme 25 19
Purchases of other financial investme 2 ()]
Other, ne: (21) ()
Net cash for investing activitie (42) 9
Effect of exchange rate changes on cash and casstiments 1C @
CASH AND CASH INVESTMENTS:
Decrease for the peric (490 (10%)
At January 1 1,65¢ 1,71t
At September 3 $1,16€  $1,61C(

See notes to condensed consolidated financiahsésutes.
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MASCO CORPORATION

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY (un audited)

Balance, January 1, 201:
Total comprehensive income (lo:
Shares issue
Shares retirec
Repurchase
Surrendered (n¢-cash)
Cash dividends declart
Dividend payment to noncontrolling inter¢
Stock-based compensatic
Balance, September 30, 20

Balance, January 1, 201:
Total comprehensive income (los
Shares issue
Shares retirec
Repurchase
Surrendered (n¢-cash)
Cash dividends declart
Dividend payment to noncontrolling intere
Stock-based compensatic
Balance, September 30, 201

For The Nine Months Ended September 30, 2012 and 20

(In Millions)
(Accumulated
Common Deficit)
Shares Paid-In Retained
Total ($1 par value Capital Earnings
$1,582 $ 34¢ $ 42 $ 72C
4 e
— 2 e
(30) o) (28)
8 @ ()
(80) (80)
(18
45 45
$1,487 $ 34¢ $ 5C $ 63¢
74z 34¢ 6& 38
28 (27)
— 3 3
() (1) (7
) ) (7
(80) (59) (2€)
(40)
__4C 4C
$ 674 $ 34¢ $ 34 $ (15)

See notes to consolidated financial statements.
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Accumulated
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Income

Noncontrolling

Interest

$ 272 $ 19¢
42) 40

(19

$ 231 $ 22¢
7€ 21¢

23 32

(40

$ 9¢ $ 207
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited)

A. In the opinion of the Company, the accompanyingudited condensed consolidated financial statesvoamtain all adjustments, of a normal recurriature, necessary
to present fairly its financial position as at Sapber 30, 2012 and the results of operations ftthhee months and nine months ended Septemb2032,and 2011
and cash flows for the nine months ended SepteBhe2012 and 2011. The condensed consolidateddmatdreet at December 31, 2011 was derived fromealidi
financial statement:

Certain prior-year amounts have been reclassib conform to the 2012 presentation in the emseéd consolidated financial statements. The sesfittperations
related to the 2011 discontinued operations haea Beparately stated in the accompanying condeseblidated statements of income for the threethsoand nine
months ended September 30, 2012 and 2011. In thp&uy’s condensed consolidated statements of tash for the nine months ended September 30, 26d2 a
2011, cash flows from discontinued operations atesaparately classifie:

Recently Issued Accounting PronouncementOn January 1, 2012, the Company adopted new adoguguidance requiring more prominent presentatioother
comprehensive income items in the Company’s codiatgld financial statements. The adoption of thig geidance did not have an impact on the Compdimyascial
position or its results of operatior

B. Selected financial information for the discontinuggerations, during the period owned by the Compasag as follows, in millions

Three Months Ended Nine Months Ended
September 30 September 30

2012 2011 2012 2011
Net Sales $ 23 $ 28 $ 64 $ 71
Operating loss from discontinued operati $ (3 $ (5 $ (10 $ (16)
Impairment of asse’ 3) @) 3 ()]
Loss on disposal of discontinued operations. — — [©)] —
Loss before income te (6) (12 (16) (29
Income taxe: 1 8 14
Loss from discontinued operatio $ (O $ (20 $ (30 $ (31

The unusual relationship between income taxesloss before income tax in 2012 results primdrdm the increase in the deferred tax liabiligsaciated with the
abandonment of tax basis in indefi-lived intangibles due to the disposition of certdiscontinued operation

6
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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, 2012, by segmere as follows, in millions

Gross Goodwil Accumulated Net Goodwill
At Impairment At

Sep. 30, 201! Losses Sep. 30, 201

Cabinets and Related Products $ 58¢ $ (40¢) $ 181

Plumbing Product 541 (340 201

Installation and Other Servic 1,80¢ (762) 1,04¢

Decorative Architectural Produc 294 (75) 21¢

Other Specialty Produc 98C (739 24¢€

Total $ 4,21( $ (2,319 $ 1,891
Gross Goodwil Accumulated Net Goodwill Net Goodwill

Impairment

Dec. 31, 201: Losses Dec. 31, 201 Other (A) Sep. 30, 201
Cabinets and Related Products $ 58¢ $ (40¢) $ 181 $ — $ 181
Plumbing Product 541 (340) 201 — 201
Installation and Other Servic 1,80¢ (762) 1,04¢ — 1,04¢
Decorative Architectural Produc 294 (75) 21¢ — 21¢
Other Specialty Produc 98C (7349) 24¢€ — 24¢€
Total $ 4,21(C $ (2,319 $ 1,891 $ — $ 1,891

(A)  Other principally includes the effect of foreignrncy translation

Other indefinite-lived intangible assets were $iillion at both September 30, 2012 and Decembe2811, and principally included registered tradedmaf he
carrying value of the Company'’s definite-lived imggble assets was $19 million (net of accumulatedréization of $55 million) at September 30, 2012 22 million
(net of accumulated amortization of $54 million)December 31, 2011, and principally included custiorelationships and non-compete agreements.

7
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

D. Depreciation and amortization expense was $1flibmand $188 million, including accelerated degiation (relating to business rationalizationiatives) of $12
million and $28 million, for the nine months end@elptember 30, 2012 and 2011, respecti\
E. The Company has maintained investments in deitr-sale securities and a number of privatetgdunds, principally as part of its tax plannisgategies, as any
gains enhance the utilization of any current artidréutax capital losses. Financial investmentsuiget! in other assets were as follows, in millic
September 3C December 31
2012 2011
Auction rate securities $ 22 $ 22
Total recurring investmen 22 22
Private equity fund 71 86
Other investment 4 4
Total nor-recurring investment 75 90
Total $ 97 $ 112

The Company’s investments in available-for-saleigées at September 30, 2012 and December 31, @@té as follows, in millions:

Pre-tax
Unrealized Unrealized Recordec
Cost Basit Gains Losses Basis
September 30, 2012 $ 19 $ 3 $ — $ 22
December 31, 201 $ 19 $ 3 $ — $ 22

Recurring Fair Value Measurements.Financial investments measured at fair value ccarring basis at each reporting period and theuatsdor each level within
the fair value hierarchy were as follows, in mitig

Fair Value Measurements Usinc

Significant
Other Significant
Observable Unobservable
Sep. 3¢ Quoted
Market
Prices Inputs Inputs
2012 (Level 1) (Level 2) (Level 3)
Auction rate securities $ 22 — — $ 22
Total $ 22 $ — $ — $ 22
Fair Value Measurements Using
Significant
Other Significant
Observable Unobservable
Dec. 31 Quoted
Market
Prices Inputs Inputs
2011 (Level 1) (Level 2) (Level 3)
Auction rate securities 22 $ — $ — 22
Total $ 22 $ — $ — $ 22
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note E- continued:
The fair value of the auction rate securities lBldhe Company have been estimated, on a recusesig, using a discounted cash flow model (Leviep8t). The

significant inputs in the discounted cash flow mageed to value the auction rate securities inclexgected maturity of auction rate securities, @ist rate used to
determine the present value of expected cash f#msthe assumptions for credit defaults, sinceathwion rate securities are backed by credit defavap agreements.

The following table summarizes the changes in L8vahancial assets measured at fair value onarneg basis for the nine months ended Septembe2@IP and the
year ended December 31, 2011, in millions:

September 30, 201 December 31, 201

Auction Rate Auction Rate
Securities Securities

Fair value at beginning of period $ 22 $ 22
Total losses included in earnin — —
Unrealized (losses — —
Purchase — —
Settlement: — —
Transfer from Level 3 to Level — —

Fair value at period er $ 22 $ 22

Non-Recurring Fair Value Measurements Financial investments measured at fair value oarerecurring basis during the nine-month periodeeh8eptember 30,
2012 and the amounts for each level within thefalue hierarchy were as follows, in millions:

Fair Value Measurements Using

Significant
Quoted Other Significant
Market Observable Total
Sep. 3C Prices Inputs Inputs Gains
2012 (Level 1) (Level 2) (Level 3) (Losses
Private equity funds $ 2 — = $ 2 $ 2
Total $ 2 $ — $ — $ 2 $ (2

The remaining private equity investments at Septr3b, 2012, with an aggregate carrying value & &lion, were not reviewed for impairment, asréhevere no
indicators of impairment or identified events oanjes in circumstances that would have a signifiadwerse effect on the fair value of the investmen

During the nine-month period ended September 301 2the Company did not measure any financial iteests at fair value on a non-recurring basishasetwas no
other-than-temporary decline in the estimated vafuygrivate equity funds.

The Company did not have any transfers betweenlllesad Level 2 financial assets in the third gesadr in the first nine months of 2012 or 2011.

9
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note E- concluded:

Realized Gains (Losses)ncome (loss) from financial investments, net, urtedd in other, net, within other income (expense), was as follows, in millions:

Three Months Ended Nine Months Ended
September 30 September 30
2012 2011 2012 2011
Realized gains - distributions from private equitsids $ 2 $ 1¢ $ 20 $ 28
Realized gain- sale of TriMas Corporation common stc — — — 41
Total income from financial investmer $ 2 $ 1¢ $ 20 $ 69
Impairment charge- private equity fund: $ — $ — $ 2 $ —

The fair value of the Company'’s short-term &mhy-term fixed-rate debt instruments is basedgipally upon quoted market prices for the samsimilar issues or the
current rates available to the Company for deb wiitnilar terms and remaining maturities. The aggte estimated market value of short-term and teng-debt at
September 30, 2012 was approximately $3.9 billbmmpared with the aggregate carrying value of $8lién. The aggregate estimated market value oftsterm and
long-term debt at December 31, 2011 was approximately I$#lion, compared with the aggregate carryinfueaof $4.0 billion.

F. The Company is exposed to global market risgaas of its normal daily business activities. Torrage these risks, the Company enters into varietigsalive contracts.
These contracts include interest rate swap agretsifeneign currency exchange contracts and castiatended to hedge the Company’s exposure toerapmd zinc.
The Company reviews its hedging program, derivgtiesitions and overall risk management on a redpdars.

Interest Rate Swap Agreementsin March 2012, in connection with the issuance48®million of debt, the Company terminated theriast rate swap hedge
relationships that it entered into in August 20THese interest rate swaps were designated asloashddges and effectively fixed interest ratestanforecasted debt
issuance to variable rates based an@ith LIBOR. Upon termination, the ineffective port of the cash flow hedges of approximately $2iorilloss was recognized
the Company'’s consolidated statement of incomehrrgnet. The remaining loss of approximately #fion from the termination of these swaps is lypeamortized
as an increase to interest expense over the remgaigim of the debt, through March 2022. At Septen@®, 2012, the balance remaining was $22 mil

At December 31, 2011, the interest rate sware considered 100 percent effective; thereftwe ntarket valuation loss of $23 million was recardeother
comprehensive income in the Company’s statemeshafeholders’ equity with a corresponding increaasgccrued liabilities in the Company’s condensewsolidated
balance sheet at December 31, 2(

10
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note F- continued:

The Company recognized a net decrease in intexpsnee of $4 million (including additional expemsges1 million related to the cash flow hedge teratéd in March
2012) and $8 million, respectively, for the ninentits ended September 30, 2012 and 2011. Theseadesr® interest expense are related to the artiwtizof net
gains resulting from the terminations (in 2012, 2@Md 2004) of the interest rate swap agreements.

Foreign Currency Contracts. The Company’s net cash inflows and outflows expdsete risk of changes in foreign currency exclearages arise from the sale of
products in countries other than the manufactusmgrce, foreign currency denominated supplier paysyelebt and other payables, and investmentsbsidiaries. To
mitigate this risk during 2012 and 2011, the Conypancluding certain European operations, entenéal foreign currency forward contracts and foreignrency
exchange contracts.

Gains (losses) related to foreign currency forvaard exchange contracts are recorded in the Company'solidated statements of income in other inc@rpense),
net. In the event that the counterparties fail &ehthe terms of the foreign currency forward caxts, the Company’s exposure is limited to the egate foreign
currency rate differential with such institutions.

Metal Contracts. During 2012 and 2011, the Company entered intoraégentracts to manage its exposure to increastiprice of copper and zinc. Gains (losses)
related to these contracts are recorded in the @oyip consolidated statements of income in cogoofs sold.

The pre-tax gain (loss) included in the Compangssolidated statements of income is as followsiifions:

Three Months Ended Nine Months Ended
September 30 September 30
2012 2011 2012 2011

Foreign Currency Contrac

Exchange Contrac $ (4) $ 8 $— $ 1

Forward Contract (1) 2 2 8
Metal Contract: 2 (10) 3 (12)

Total gain (loss $ (3 $ — $ 1 $ (@

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

Note F— concluded:

The Company presents its derivatives, net by copatty due to the right of offset under masteringthrrangements in current assets or currentitiesiin the
consolidated balance sheet. The notional amouins Iedged and the fair value of those derivatigtruments, on a gross basis, are as follows, lifons:

At September 30, 201:

Notional
Amount Asset: Liabilities
Foreign Currency Contrac

Exchange Contrac $ 16€

Current assel $ 1 $ —
Current liabilities 1 3
Forward Contract 84
Current liabilities 1 (0]
Metal Contract: 38
Current assel 1 D
Total $ 4 $ (5
At December 31, 201:
Notional
Amount Assett Liabilities
Foreign Currency Contrac
Exchange Contrac $ 10¢€
Current assel $ 8 $ —
Forward Contract 76
Current assel 1 —
Current liabilities 1 2
Metal Contract: 67
Current asset 2 —
Current liabilities = 4
Total $ 12 $ 6

The fair value of all metal and foreign currencyidative contracts is estimated on a recurring $agiarterly, using Level 2 inputs (significantertiobservable inputs).

G. Changes in the Compa’s warranty liability were as follows, in million

Nine Months Endec Twelve Months Endec

September 30, 201 December 31, 201
Balance at January 1 $ 102 $ 107
Accruals for warranties issued during the pel 28 28
Accruals related to p-existing warrantie 21 8
Settlements made (in cash or kind) during the pk (31 (39
Other, ne: (4) (©)]
Balance at end of peric $ 11€ $ 10z

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

Note G- concluded:

At the time of sale, the Company accrues aamty liability for the estimated cost to providegducts, parts or services to repair or replaceyrts in satisfaction of
warranty obligations. The Company’s estimate otsts service its warranty obligations is basednuhe information available and includes a numbi¢actors such
as the warranty coverage, the warranty periodohdstl experience specific to the nature, frequesmny average cost to service the claim along wibldyoct
manufacturing metrics and industry and demograpbitds. The Company‘warranty coverage varies by business unit angrdguct such as warranty period or len
types of coverage including limitations, and transestrictions should the original purchaser mgkr own the home or product. The Company peridigistudies
these trends, which may include analyses provigettibd party service providers, including home @mship demographics, as well as specific actiorsettaken to
improve product quality and minimize future warsatvends.

During the third quarter of 2012, a business inGtleer Specialty Products segment recorded a $llidmincrease in expected future warranty claimsulting from th
completion of an analysis prepared by the Compasgd upon its periodic assessment of recent bgsiméisspecific operating trends including, amotigeos, home
ownership demographics, sales volumes, manufagtapality, an analysis of recent warranty claimétgt and an estimate of current costs to servitgcgpated
claims.

Certain factors and related assumptions iardehing our warranty liability involve judgmentadiestimates and are sensitive to changes in tlieraéntioned factors.
The Company believes that the warranty accrugbsapriate; however, actual claims incurred couffédfrom the original estimates thereby requiredjustments to
previously established accrue

H. On March 5, 2012, the Company issued $400 miltib5.95% Notes due March 15, 2022 (“Notes”). liathg the interest rate swap amortization, thectiffe interest
rate for the Notes is approximately 6.5%, see NofEhe Notes are senior indebtedness and are reddeat the Compa’s option.

In January 2012, the Company repurchased $4i6mof 5.875% Notes due July 16, 2012 in operskeatransactions; the Company paid a premium ahftlon for
the repurchase. On July 16, 2012, the CompanyecesH of its $745 million of 5.875% Notes on tlesduled retirement dal

Based on the limitations of the debt to totgbitalization covenant in the Company’s credieagnent with a bank group (the “Credit Agreemerat)September 30,
2012, the Company had additional borrowing capasitpject to availability, of up to $1 billion. Adidnally, at September 30, 2012, the Company caiblsbrb a
reduction to sharehold¢ equity of approximately $547 million and remaincimmpliance with the debt to total capitalizatioveoant.

13
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note H- concluded:

In order for the Company to borrow under thiedt Agreement, there must not be any defaulhenGompany’s covenants in the Credit Agreement (headdition to
the two financial covenants, principally limitat®on subsidiary debt, negative pledge restrictitaggl compliance requirements and maintenanceagfgties and
insurance) and the Company’s representations an@miges in the Credit Agreement must be true limalterial respects on the date of borrowing (pencipally no
material adverse change or litigation likely toulésn a material adverse change, since Decemhe2(B19, in each case, no material ERISA or enviremia non-
compliance and no material tax deficiency). The @any was in compliance with all covenants and rmodwangs have been made at September 30, -

I The Company’s 2005 Long Term Stock IncentivenRtae “2005 Plan”) provides for the issuance otktbased incentives in various forms to employeesnon-
employee Directors of the Company. At Septembe2802, outstanding stock-based incentives werkdrfdrm of long-term stock awards, stock optiortgargom
stock awards and stock appreciation rights-tax compensation expense and the related incomeetaefit for these sto-based incentives were as follows, in millio

Three Months Ended Nine Months Ended
September 30, September 30,

2012 2011 2012 2011

Long-term stock awards $ 9 $ 9 $ 28 $ 28
Stock options 3 6 12 17
Phantom stock awards and stock appreciation r 2 (5) 8 (©)]
Total $ 14 $ 10 $ 48 $42
Income tax benefit (36 percent tax r— before valuation allowanci $5 $ 4 $18 $16

Long-Term Stock Awards.Long-term stock awards are granted to key emplogadson-employee Directors of the Company andal@ause net share dilution
inasmuch as the Company continues the practicepafrchasing and retiring an equal number of shiaré®e open market. The Company granted 819,52@ sl
long-term stock awards in the nine months ended Septedih@012
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note |- continued:
The Compan’s lon¢-term stock award activity was as follows, sharesiltions:

Nine Months Ended

September 30,

2012 2011
Unvested stock award shares at January 1 10 10
Weighted average grant date fair va $ 17 $ 19
Stock award shares grant 1 2
Weighted average grant date fair va $ 12 $ 13
Stock award shares vest 2 2
Weighted average grant date fair va $ 18 $ 20

Stock award shares forfeit: 1 —
Weighted average grant date fair va $ 17 $ 18
Unvested stock award shares at Septemb: 8 10
Weighted average grant date fair va $ 16 $ 17

At September 30, 2012 and 2011, there wasdillidn and $122 million, respectively, of total atognized compensation expense related to unvesiek awards;
such awards had a weighted average remaining ggstinod of four years and five years, respectiv

The total market value (at the vesting dafestack award shares which vested during the niosths ended September 30, 2012 and 2011 was $B@maihd $28
million, respectively

Stock Options.Stock options are granted to key employees of hra@any. The exercise price equals the market pfitte Company’s common stock at the grant
date. These options generally become exercisabt (atably) over five years beginning on the nshiversary from the date of grant and expireaterlthan 10 years
after the grant dat

The Company granted 1,080,750 of stock opglmares in the nine months ended September 30,ifl12 grant date exercise price approximating @d2share. In the
first nine months of 2012, 3,539,460 stock optibares were forfeited (including options that expitmexercised’
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note |- continued:
The Compan’s stock option activity was as follows, shares ilions:

Nine Months Ended
September 30,

2012 2011
Option shares outstanding, January 1 3€ 37
Weighted average exercise pr $21 $21
Option shares granted, including restoration oyst 1 2
Weighted average exercise pr $12 $ 13

Option shares exercist 1
Aggregate intrinsic value on date of exercise $ 4 million $ 1 million
$9

Weighted average exercise pr $ 8
Option shares forfeite 3 3
Weighted average exercise pr $18 $ 22
Option shares outstanding, Septembe 33 36
Weighted average exercise pr $21 $ 21
Weighted average remaining option term (in ye 5 6
Option shares vested and expected to vest, Sept& 33 36
Weighted average exercise pr $21 $21
Aggregate intrinsic valu(A) $3¢ million $— million
Weighted average remaining option term (in ye 5 6
Option shares exercisable (vested), Septemb 2E 24
Weighted average exercise pr $24 $ 24
Aggregate intrinsic valu(A) $17 million $— million
Weighted average remaining option term (in ye 4 4

(A)  Aggregate intrinsic value is calculated using tlenpany’s stock price at each respective date thesexercise price (grant date price) multipliedtoy number of
shares

At September 30, 2012 and 2011, there wasdillidn and $39 million, respectively, of unrecoged compensation expense (using the Black-Schplsnopricing
model) related to unvested stock options; suctoapthad a weighted average vesting period of tvaosyand three years in 2012 and 2011, respect
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

Note |- concluded:

The weighted average grant date fair valueptibn shares granted in the period and the assonsptised to estimate those values using a Blabki8s option pricing

model were as follows

Nine Months Ended

September 30,
2012 2011
Weighted average grant date fair value $ 4.44 $ 5.1C
Risk-free interest rat 1.0% 2.72%
Dividend yield 2.51% 2.3%%
Volatility factor 50.91% 49.0(%
Expected option lif¢ 6 year: 6 year:
J. The Company sponsors qualified defined-benefilefined-contribution retirement plans for mosttefemployees. In addition to the Company’s quedifdefined-

benefit pension plans, the Company has unfundeetnaiified defined-benefit pension plans coveriegain employees, which provide for benefits iniidd to those
provided by the qualified pension plans. Substépt#l salaried employees participate in non-ciinttory defined-contribution retirement plans, thigh payments are
determined annually by the Organization and Comgtéms Committee of the Board of Directors. The Campparticipates in 20 regional multi-employer pens

plans, principally related to building trades; narfi¢he plans are considered significant to the Gamy.

Effective January 1, 2010, the Company frdziture benefit accruals under substantiallycdlthe Company’s domestic qualified and
pension plans. Future benefit accruals relatededompan’s foreign no-qualified plans were frozen several years i

Net periodic pension cost for the Comp’s definer-benefit pension plans was as follows, in millio

non-queadifdefined-benefit

Three Months Ended September 3C

2012 2011
Qualified Non-Qualified Qualified Non-Qualified

Service cost $ 1 $ — $ 1 $ —
Interest cos 12 2 12 2

Expected return on plan ass (10) — 9) —
Amortization of net los 4 — 2 1
Net periodic pension co $ 7 $ 2 $ 6 $ 3

Nine Months Ended September :
2012 2011

Qualified Non-Qualified Qualified Non-Qualified

Service cost $ 4 $ — $ 2 $ =
Interest cos 32 5 34 6

Expected return on plan ass (27) — (25) —
Amortization of net los 11 1 7 1
Net periodic pension co $ 20 $ 6 $ 18 $ 7
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

K. Information about the Company by segment and ggbdgarea was as follows, in millior
Three Months Ended September 3C Nine Months Ended September 3C
2012 2011 2012 2011 2012 2011 2012 2011
Net Sales(A) Operating Profit (Loss) Net Sales(A) Operating Profit (Loss)
The Compan’s operations by segment we
Cabinets and Related Produ $ 2901 $ 307 $ (35 $ (34 $90C $944 $ (700 $ (11)
Plumbing Product 73€ 76¢€ 75 91 2,21¢ 2,23¢ 242 27C
Installation and Other Servic 31z 287 2 (15 88€ 792 (25) (72)
Decorative Architectural Produc 481 45E 96 88 1,43z 1,327 264 247
Other Specialty Produc 15€ 161 3 12 421 432 4 2
Total $1,97¢ $197¢ $ 137 $ 14z $585F $5,72¢ $ 41F $ 337
The Compan’s operations by geographic area w
North America $1,55¢ $1,49€ $ 11z $ 92 $4571 $4,34¢ $ 32¢ $ 20C
International, principally Europ 423 482 25 50 1,28¢ 1,38( 90 137
Total $1,97¢  $1,97¢ 137 14z  $5,85f  $5,72¢ 41E 337
General corporate expense, (35) 27 (96) (95)
Gain from sale of fixed asse(B) — — 5 —
Charge for litigation settlements, r(B) (1) 1) (79 (6)
Operating profit 101 114 25C 23€
Other income (expense), r (56) (41) 17y (115
Income before income tax $ 45 $ 73 $ 79 $ 121

(A) Inter-segment sales were not mater
(B) In 2012, gain on sale of fixed assets and ib12@harge for litigation settlements, net relata business unit in the Other Specialty Prodwegsnent. For the three

months and nine months ended September 30, 204 2htrge for litigation settlements, net, inclu@izsmillion and $76 million, respectively, relatexla business unit
in the Installation and Other Services segm
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

L. As part of the Company’s continuing review &f @perations, actions were taken during 2012 add #®respond to market conditions. The CompangrreEd charges
related to severance and early retirement progr$ig20 million and $25 million, respectively, fdre three months and nine months ended Septemb2603D, and $4
million and $6 million, respectively, for the threenths and nine months ended September 30, 20th.harges are principally reflected in the statenof
operations in selling, general and administratixeesses

M. Other, net, which is included in other income (eng®, net, was as follows, in millior

Three Months Ended Nine Months Ended
September 30 September 30

2012 2011 2012 2011
Income from cash and cash investments $ 1 $ 2 $ 5 $ 5
Other interest incom 1 1 1 1
Income from financial investments (Note 2 1¢ 20 69

Impairment of financial investments (Note — — 2) —

Other items, ne 2 — (2) —
Total other ne $ 6 $ 22 $ 23 $ 75

Other items, net, included $2 million and $1 milliof currency gains for the three months and ninatirs ended September 30, 2012, respectively. @#res, net,
included $1 million and $— million of currency gaifor the three months and nine months ended Sépted®, 2011, respectively.
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

N. Reconciliations of the numerators and denominaieesl in the computations of basic and diluted egsper common share were as follows, in millic
Three Months Ended Nine Months Ended
September 30 September 30
2012 2011 2012 2011
Numerator (basic and dilutec
Income from continuing operatiol $ 22 $ 56 $ 3 $ 29
Allocation to unvested restricted stock awe (1) (2 (2 (2
Income from continuing operations attributable eonenon shareholde 21 54 1 27
Loss from discontinued operatio (@) (20C) (30) (32)
Allocation to unvested restricted stock awe — 1 1 1
Loss from discontinued operations attributabledmmon shareholde (7) (19 (29) (30
Net income (loss) available to common sharehol $ 14 $ 35 $ (29 $
Denominator
Basic common shares (based upon weighted ave 34¢ 34¢ 34¢ 34¢
Add:
Contingent common shar — — — —
Stock option dilutior 1 — 1 1
Diluted common share 35C 34¢ 35C 34¢

For the three months and nine months ended Septe88p2012 and 2011, the Company allocated divideadhe unvested restricted stock awards (pastiicig
securities).

At September 30, 2011, the Company did not inclrgecommon shares related to the Zero Coupon CtibleeSenior Notes (“Zero Coupon Notes”) in theccdhtion
of diluted earnings per common share, as the pfitee Company’s common stock at September 30, 2l hot exceed the equivalent accreted value®Ztéro
Coupon Notes.

Additionally, 29 million common shares for both tiieee months and nine months ended Septembe03Q,dhd 37 million common shares for both the timneaths
and nine months ended September 30, 2011 relatddk options were excluded from the computatibdilated earnings per common share due to theidiutive
effect.

In the first nine months of 2012, the Company ggdr&19,520 shares of lortgrm stock awards; to partially offset the dilutimepact of these awards, the Company
repurchased and retired 675,110 shares of Companynon stock, for cash aggregating approximatelyn$on. At September 30, 2012, the Company hadr@fion
shares of its common stock remaining under the 2007 Board of Directors’ repurchase authorization.

On the basis of amounts paid (declared), cashelinid per common share were $.075 ($.075) and $8285), respectively, for the three months ané mronths
ended both September 30, 2012 and 2011.
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

0. The Company is subject to lawsuits and pendingsered claims with respect to matters generaibynar in the ordinary course of busine

As previously disclosed, a lawsuit was brought mgfaihe Company and a number of its insulatioraltaton companies alleging that certain of theaqpices violated
provisions of the federal antitrust laws during glegiod 1999 through 2004. The case was filed itoEr 2004 in the United States District Courttfee Northern
District of Georgia by Columbus Drywall & Insulatipinc., Leo Jones Insulation, Inc., Southland lasuis, Inc., Southland Insulators of Maryland,.ldtb/a Devere
Insulation, Southland Insulators of Delaware LL®/d/Delmarva Insulation, and Whitson Insulation @amy of Grand Rapids, Inc. against the Company, its
subsidiaries Masco Contractors Services Group Chtasco Contractor Services Central, Inc. (“MCS t€at) and Masco Contractor Services East, Incd several
insulation manufacturers (the “Columbus Drywall&dsin February 2009, the court certified a clag877 insulation contractors. In July 2012, thetipa reached a
settlement in principle in which the Company arsdritsulation installation companies named in thieagreed to pay $75 million in return for dismissdth prejudice
and full release of all claims, which was recortgdhe Company in the second quarter of 2012. Téragany and its insulation installation companiesticme to deny
that the challenged conduct was unlawful and admitvrongdoing as part of the settlement. A settlemes reached to eliminate the considerable expand
uncertainty of this suit. The settlement was appdoy the court on October 26, 2012.

Another suit was filed in March 2003 in the Unitethtes District Court for the Northern District@&orgia by Wilson Insulation Company, Wilson Insiala of
Augusta, Inc. and The Wilson Insulation Group, Iffevilson”) against the Company, Masco Contracten&es, Inc., and MCS Central that alleged antjoetitive
conduct (the “Wilson case”). The Company settlesl\iilson case in September 2012. The settlementianveas not material to the Company.

In March 2007, Albert Von Der Werth and Valerie @dded suit in the United States District Court the Northern District of California against ther@pany, its
subsidiary Masco Contractor Services, and sevesalation manufacturers seeking class action statdsalleging anticompetitive conduct (the “Von Méerth case”).
In the Von Der Werth case, plaintiffs allege tha tilleged conspiracy in the Columbus Drywall dag@ectly resulted in an increase in the retai@rof fiberglass
insulation they purchased from retailers from 1899004. The Von Der Werth case was subsequeihsterred to the United States District Court Fer Northern
District of Georgia and was administratively staysgdhe court in February 2010. The Company, alwitl its insulation manufacturer co-defendantgdih Renewed
Motion for Judgment on the Pleadings in October2®ased upon the advice of its outside counselCthmpany believes that the conduct of the Compandyits
insulation installation companies, which is thejeabof the Von Der Werth case, has not violateg amtitrust laws. While there cannot be any astigdhat the
Company will ultimately prevail in this lawsuit,gfCompany does not believe that the ultimate diSposf the Von Der Werth case will be materiath@ Company.
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MASCO CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Unaudited) (continued)

The effective tax rate was 61 percent for time mhonths ending September 30, 2012 primarily ddesses in certain jurisdictions providing no ksenefit and an
increase in the valuation allowance related tcopetrating losses. This effective tax rate inclual&21 million state income tax benefit resultingnfrthe decrease in the
liability for uncertain tax positions primarily fro the expiration of applicable statutes of limitas in various jurisdictions and certain audit igs.

As a result of tax audit closings, settlements exyration of applicable statutes of limitationsvarious jurisdictions within the next 12 months Company
anticipates that it is reasonably possible thatitislity for uncertain tax positions could be veéd by approximately $3 million.
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MASCO CORPORATION

Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
THIRD QUARTER 2012 AND THE FIRST NINE MONTHS 2012 VERSUS
THIRD QUARTER 2011 AND THE FIRST NINE MONTHS 2011

SALES AND OPERATIONS

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

Three Months

Ended Percent
September 30 (Decrease) Increas
2012 2011 2012 vs. 201
Net Sales:
Cabinets and Related Produ $ 291 $ 307 (5%)
Plumbing Product 73€ 76€ (4%)
Installation and Other Servic 31z 287 9%
Decorative Architectural Produc 481 45E 6%
Other Specialty Produc 15€ 161 (3%)
Total $1,97¢ $1,97¢ — %
North America $1,55¢ $1,49¢ 4%
International, principally Europ 423 482 (12%)
Total $1,97¢ $1,97¢ — %
Nine Months Ended
September 30
_2012 _2011
Net Sales:
Cabinets and Related Produ $ 90C $ 944 (5%)
Plumbing Product 2,21¢ 2,23¢ (1%)
Installation and Other Servic 88€ 79z 12%
Decorative Architectural Produc 1,432 1,322 8%
Other Specialty Produc 421 432 (3%)
Total $5,85¢ $5,72¢ 2%
North America $4,571 $4,34¢ 5%
International, principally Europ 1,28¢ 1,38( (7%)
Total $5,85¢ $5,72¢ 2%
Three Months Ended Nine Months Ended
September 30 September 30
_2012 _2011 2012 2011
Operating Profit (Loss) Margins: (A)
Cabinets and Related Produ (12.(%) (11.1%) (7.€%) (11.€%)
Plumbing Product 10.2% 11.&% 10.9% 12.1%
Installation and Other Servic (0.€%) (5.2%) (2.€%) (9.C%)
Decorative Architectural Produc 20.(% 19.2% 18.2% 18.7%
Other Specialty Produc 1.%% 7.5% 1.C% 0.5%
North America 7.2% 6.1% 7.1% 4.€%
International, principally Europ 5.8% 10.£% 7.C% 9.%%
Total 6.9% 7.2% 7.1% 5.8%
Total operating profit margin, as reported 5.1% 5.8% 4.2% 4.1%

(A) Before general corporate expense, net, gain frdenasdixed assets, and (charge) income for liliyasettlements, net; see Note K to the condensesladidated
financial statement:
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Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

We report our financial results in accordance wginerally accepted accounting principles (‘“GAAR{}lie United States. However, we believe that gertan-GAAP
performance measures and ratios used in managnguiness may provide users of this financialrmfition with additional meaningful comparisons begw current results
and results in prior periods. Non-GAAP performanesasures and ratios should be viewed in additipartd not as an alternative for, our reported tesul

NET SALES

Net sales were flat and increased two percentithree-month and nine-month periods ended Septedfh 2012, respectively, from the comparablegusrpf 2011.
Excluding the negative effect of currency transiatand the sales related to the acquisition of@ldmt tub manufacturer, net sales increased ®vognt and four percent for
the three-month and nine-month periods ended Séyge80, 2012, respectively, compared to 2011. BHevfing table reconciles reported net sales tosaéds, excluding
acquisitions and the effect of currency translatiommillions:

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
Net sales, as report $1,97¢ $1,97¢ $5,85¢ $5,72¢
Acquisitions (5) — (11) —
Net sales, excluding acquisitio 1,971 1,97¢ 5,84¢ 5,72¢
Currency translatio 46 — 11C —
Net sales, excluding acquisitions and the effectunfency translatio $2017  $197¢  $595¢  $572¢

North American net sales were positively impactgdniereased sales volume of installation and osleevices, plumbing products and builders’ hardwatech, in the
aggregate, increased sales by three percent angdoeent for the three-month and nmenth periods ended September 30, 2012, respactivein the comparable periods
2011. Net sales in both periods were also positigéfected by selling price increases, which inseghsales by two percent and three percent fahtee-month and nine-
month periods ended September 30, 2012, respactivein the comparable periods of 2011. Such ireeavere partially offset by lower sales volumeaihts and stains for
the three-month period ended September 30, 20X2hEmine-month period ended September 30, 2Qkd, mcreases were partially offset by lower satdsme of cabinets,
including the exit of certain product lines.

A stronger U.S. dollar decreased Internationakaégs by nine percent and seven percent in the-thonth and nine-month periods ended Septemb&0d(,
respectively, compared to the same periods of 2@llbcal currencies, net sales from Internatia@@rations decreased three percent and were flttddhree-month and
nine-month periods ended September 30, 2012, risgplgc The decrease in local currency sales irtitihee-month period ended September 30, 201 2risgpify due to lower
sales volume of International plumbing productdicets and windows, partially offset by increaseliirsg prices.
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Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

Net sales of Cabinets and Related Products dedrdaisthe three-month period ended September 3 20e to lower sales volume of International catsipwhich
decreased sales by four percent from the compapabied of 2011, partially offset by increased salelume of North American cabinets. Net saledis $egment decreased
due to lower sales volume of both North Americad hrternational cabinets, which reduced salesi;igbgment by three percent in the nine-month gezialed
September 30, 2012 from the comparable period b1 2Gompared to the same period of 2011, net gakhkés segment were also negatively affected leyplanned exit of
ready-to-assemble and other non-core in-stock dssencabinet product lines (completed in the seapratter of 2011), which decreased net sales insggyment by one
percent in the nine-month period ended Septemhe2@®I®2 from the comparable period of 2011. A steorld.S. dollar decreased sales by three percentiamgercent,
respectively, in the three-month and nine-monthigaisrended September 30, 2012, compared to 20th. d&clines were partially offset by selling pricereases in both
periods.

Net sales of Plumbing Products decreased due terlsales volume of International operations, whiebreased sales by three percent and two perespgatively, for
the three-month and nine-month periods ended Séygte80, 2012, from the comparable periods of 20t.sales in this segment were positively affettgihcreased sales
volume of North American operations and increaslihg prices, primarily related to Internationgdeyations, which, on a combined basis, increased bg three percent a
five percent, respectively, for the three-month aime-month periods ended September 30, 2012, fnencomparable periods of 2011. A stronger U.Saddlecreased sales
by five percent and four percent in the three-mamtti nine-month periods ended September 30, 26%@ectively, compared to 2011.

Net sales of Installation and Other Services irsedéor the three-month and nine-month periods é&aptember 30, 2012, primarily due to increasésbsalume
related to a higher level of activity in the newnteconstruction market, as well as increased comialesales.

Net sales of Decorative Architectural Productséased for the three-month and nine-month periods@September 30, 2012, principally due to incréasding
prices of paints and stains and builders’ hardware.

Net sales of Other Specialty Products decreasetthéathree-month and nine-month periods ended 8dy@e30, 2012, compared with the same periods 11 26ue to
lower sales volume of North American windows resgltfrom the exit of certain markets, which moraritoffset increased sales volume of windows in Afestnarkets in the
U.S. and increased selling prices. This segmentalsasnegatively affected by lower sales volumstaple guns and other fastening tools in both gerad 2012 compared to
2011. A stronger U.S. dollar decreased sales byperzent in both the three-month and nine-montiogsrended September 30, 2012 compared to 2011.

OPERATING MARGINS

Our gross profit margins were 25.3 percent and pBr8ent for the three-month and nine-month peresuted September 30, 2012, respectively, compaitad?®.0
percent and 25.3 percent, respectively, for thepaoable periods of 2011. Selling, general and abtnative expenses, as a percentage of sales,a0eteercent and 20.3
percent, respectively, for the three-month and-mieaith periods ended September 30, 2012, compare@.2 percent and 21.1 percent, respectivelythiicomparable
periods of 2011.
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Gross profit margins for both the third quarter aime months ended September 30, 2012 were pdgiaffected by a more favorable relationship betwselling
prices and commodity costs. The increase in selijiegeral and administrative expenses in the tiuatter of 2012 is due to increased business @dtiation costs from the
comparable period of 2011. Gross profit margins selting, general and administrative expensespmaeent of sales for the nine months ended Septedih@012 benefited
from increased sales volume and lower businessnization costs.

We have been focused on the strategic rationadizatf our businesses, including business consaidsitplant closures, headcount reductions, systgtementations
and other initiatives. Operating profit for thegbrmonth and nine-month periods ended Septemb&03@, includes $28 million and $47 million, respesly, of costs and
charges related to our business rationalizatiodso#imer initiatives. For the three-month and ninenth periods ended September 30, 2011, we inceoets and charges of
$13 million and $60 million, respectively, relatedthese initiatives. The third quarter of 2012uges additional costs related to plant closuressaverance in the Cabinets
and Related Products segment and severance redatedporate office.

We anticipate that full-year 2012 rationalizatidraoyes for the entire Company will aggregate apprately $65 million compared to our previous estenaf $30
million. The increase in our full-year estimatebofsiness rationalization expenses is due to additiplant closures and headcount reductions retatéte Cabinets and
Related Products and the Plumbing Products segraadtheadcount reductions at our corporate offie continue to evaluate our businesses and thecinopanarket
conditions on our businesses, which may resultitinal rationalization charges including sevesrplant closure costs and asset impairments.

Operating margins in the Cabinets and Related Rtsdiegment for the three-month period ended Sdyate80, 2012 reflect increased business ratiortaiza
expenses. Operating margins in this segment fonitieemonth period ended September 30, 2012 benédfibm lower business rationalization expenses.

Operating margins in the Plumbing Products segrmerihe three-month and nine-month periods endede®eber 30, 2012 were negatively impacted by |Icsedes
volume and a less favorable product mix relatelhtiernational operations. Such declines more ttitsebincreased North American sales volume, a rfeorerable
relationship between selling prices and commodist€ (including the positive impact of the metadd contracts) and the benefits associated witimess rationalizations
and other cost savings initiatives.

Operating margins in the Installation and OthenvBes segment in both periods of 2012 were pogjtivepacted by increased sales volume and thee@labsorption
of fixed costs, as well as the benefits associatiéitl business rationalizations and other cost ggvinitiatives.
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Operating margins in the Decorative Architectunald®¥cts segment for the thre@enth period ended September 30, 2012 reflect@&ée relationship between sell
prices and material costs partially offset by ilased advertising expenses. Operating marginssrségment for the nine-month period ended SepteBthe2012 were
negatively affected by increases in expenses cetatgrowth initiatives, which offset a favorabiationship between selling prices and materiaiscd@oth the three-month
and nine-month periods ended September 30, 2012 pesitively affected by the benefits associateth wdst savings initiatives and lower program coslated to builders’
hardware.

Operating margins in the Other Specialty Produetsrent for the three-month and nine-month periodied September 30, 2012 include $12 million relébed

incremental warranty expenses, resulting from atyais of recent warranty claims performed in thiedt quarter of 2012. This expense offset the Henagsociated with
business rationalizations and other cost saviniatines as well as a more favorable relationdiepveen selling prices and commaodity costs.

OTHER INCOME (EXPENSE), NET

Interest expense for the nine-month period endeteB®er 30, 2012 increased $4 million from the caraple period of 2011 primarily due to the issuanic®400
million of notes in the first quarter of 2012.

Other items, net, for the three-month and nine-imgetriods ended September 30, 2012 included $®méind $1 million, respectively, of currency tracon gains.
Other items, net, for the three-month and nine-mm@eatriods ended September 30, 2011 included $iom#éind $— million, respectively, of currency transon gains.

Other, net, for the three-month and nmenth periods ended September 30, 2012 includet gdi$2 million and $20 million, respectively,atdd to distributions fror
private equity funds. Other, net for the nine-mopehiod ended September 30, 2012 included impairwieb2 million related to a private equity fundth@r, net, for the nine-
month period ended September 30, 2011 includeds gHi41 million related to the sale of TriMas coomstock. Other, net for the three-month and mimeth periods ende
September 30, 2011 included gains related to Higfdns from private equity funds of $19 millionca$28 million, respectively.

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

Income for the three-month and nine-month periotted September 30, 2012 was $22 million and $3anitompared with $56 million and $29 million fdret
comparable periods of 2011. Diluted earnings perrnon share for the three-month and nine-month geremded September 30, 2012 was $.06 per commaon ahé $—pet
common share, respectively, compared with $.1&pemmon share and $.08 per common share, respgctivethe comparable periods of 2011. Income lier three-month
and nine-month periods ended September 30, 201t charges for litigation settlement of $1 roitliand $74 million, respectively.

The effective tax rate was 61 percent for the miwaths ending September 30, 2012 primarily duedsds in certain jurisdictions providing no tax éférand an
increase in the valuation allowance related toopetrating losses. This effective tax rate inclua&21 million state income tax benefit resultingnfrthe decrease in the
liability for uncertain tax positions primarily fro the expiration of applicable statutes of limipas in various jurisdictions and certain audit tigs.
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The effective tax rate was 46 percent for the mimaiths ending September 30, 2011. The tax rat®1id vas higher than our normalized tax rate of &@@ent primaril
due to an increase in the valuation allowanceedl& net operating losses and losses in certdagdjations providing no tax benefit.

OTHER FINANCIAL INFORMATION

Our current ratio was 1.7 to 1 and 1.5 to 1, retpely, at September 30, 2012 and December 31,.2011
For the nine months ended September 30, 2012,af&&90 million was provided by operating activities

Net cash used for financing activities was $548iom| primarily due to the retirement of $791 nulii of 5.875% Notes due July 16, 2012, $80 millionthe payment
of cash dividends, $25 million for the settlemehinterest rate swaps and $8 million for the acitjois of Company common stock in open-market tratieas to partially
offset the dilutive impact of long-term stock awsugtanted in 2012, partially offset by the issuapicotes of $396 million, net of issuance costst Bash used for investing
activities was $42 million and included $80 millior capital expenditures and net proceeds fromridml investments of $33 million and net procefeos the sale of fixed
assets of $25 million.

In January 2012, we repurchased $46 million of 5%8MNotes due July 2012 in open-market transactiwagyaid a premium of $1 million for the repurchaSe
March 5, 2012, we issued $400 million of 5.95% Nalee March 15, 2022 (“Notes”). The Notes are ganiebtedness and are redeemable at our optianisEhance of the
Notes and the repurchase of debt were done inipatiicn of the retirement of $745 million of ouB35% Notes, which was completed on July 16, 2t sthedule:
retirement date.

Our cash and cash investments were $1.2 billion$dnd billion at September 30, 2012 and DecembgeP@11, respectively. Our cash and cash investnuemisist of
overnight interest bearing money market demandtiamel deposit accounts, money market mutual fundsgmvernment securities.

Of the $1.2 billion and the $1.7 billion of castdarash investments held at September 30, 2012 andriber 31, 2011, respectively, $519 million ansi$illion,
respectively, is held in foreign subsidiaries hése funds were needed for our operations in tBe, their repatriation into the U.S. may resuladditional U.S. income taxes
foreign withholding taxes. The amount of such tasedependent on the income tax laws and circurostaat the time of distribution.

We were in compliance with all covenants and hatdarwowings under our credit agreement at Septe®®e2012.

We are subject to lawsuits and claims pending serdsd with respect to matters generally arisinpénordinary course of business. Note O to thelensed
consolidated financial statements discusses cesprnific claims pending against us.

We believe that our present cash balance, casls filmm operations and, to the extent necessary bamowings and future financial market activitiase sufficient to
fund our working capital and other investment needs

28



Table of Contents

MASCO CORPORATION
Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
OUTLOOK FOR THE COMPANY

We continue to make progress on our strategi@tiies, which include leveraging our brands, redgaur costs, improving our Installation and Catsreegments and
strengthening our balance sheet. We are encoulggtied continued strength in new home construaitivity, driven by the stabilization and improvemef home prices in
many areas of the U.S., increasing affordabilits deamographics. These factors should continueite demand for new homes over the next severabyéacreased new
home construction activity benefits virtually aflaur businesses.

We believe and are confident that the ldegn fundamentals for the new home constructionheorde improvement markets continue to be positve believe that ot
strong financial position, together with our curretrategy of investing in leadership brands, idelg KRAFTMAID and MERILLAT cabinets, DELTA and HASGROHE
faucets, BEHR paint and MILGARD windows, our contia focus on innovation and our commitment to le@mciples, will allow us to drive long-term growénd create
value for our shareholders.

FORWARD-LOOKING STATEMENTS

Statements contained in this report that reflectvievs about our future performance constitutewfard-looking statements” under the Private Seiagititigation
Reform Act of 1995. Forward-looking statements bandentified by words such as “believe,” “antidipa “appear,” “may,” “will,” “intend,” “plan,” “egimate,” “expect,”
“assume,” “seek,” “should,” “forecast,” and simil@ferences to future periods. These views invables and uncertainties that are difficult to poedind, accordingly, our
actual results may differ materially from the reésuliscussed in our forward-looking statements.calgtion you against relying on any of these forwlanking statements.
Our future performance may be affected by our nekson new home construction and home improvenoenteliance on key customers, the cost and avktjabf raw
materials, uncertainty in the international econpshjfts in consumer preferences and purchasingfipes, and our ability to achieve cost savingeugh business
rationalizations and other initiatives. These atigeofactors are discussed in detail in Item 1AiskRFactors” in our most recent Annual Report omird0-K. Our forward-
looking statements in this report speak only ahefdate of this report. Factors or events thaldccause our actual results to differ may emergmftime to time, and it is not
possible for us to predict all of them. Unless iisgiby law, we undertake no obligation to updatblizly any forward-looking statements as a restihiew information,
future events or otherwise.
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MASCO CORPORATION

CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedu

The Company'’s principal executive officer grthcipal financial officer have concluded, basedam evaluation of the Company’s disclosure costanid
procedures (as defined in the Securities Exchargg@i1934 Rules 13a-15(e) or 15d-15(e)) as reduigeparagraph (b) of Exchange Act Rules 13a-1550F
15 that, as of September 30, 2012, the Com’s disclosure controls and procedures were effec

Changes in Internal Control over Financial Repart

In connection with the evaluation of the Comga “internal control over financial reporting”ahoccurred during the quarter ended Septembex®®, which
is required under the Securities Exchange Act 8418y paragraph (d) of Exchange Rules 13a-15 orlBbhs defined in paragraph (f) of Rule 13a-15),
management determined that there was no changmttiatially affected or is reasonably likely to evally affect internal control over financial reiag.
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ltem1. Legal Proceedings

Information regarding legal proceedings involvirgisi set forth in Note O to our condensed constditifinancial statements included in Part I, Iteof this Report
and is incorporated herein by reference.

Iltem 1A. Risk Factors

There have been no material changes to the ris&rgaof the Company set forth in Item 1A, “Risk Eas” in the Company’s Annual Report on Form 10eK the year
ended December 31, 2011.
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Iltem 6 . Exhibits

10.b.i. — Nonr-Employee Directors Equity Program (Amended JulyZQinder the Masco Corporation 2005 Long Term Stockntive Plan

10.b.ii. — Form of Restricted Stock Award under the -Employee Directors Equity Program (Amended July20

12 — Computation of Ratio of Earnings to Combined Fi&thrges and Preferred Stock Dividel

3la — Certification by Chief Executive Officer Requireg Rule 13-14(a) or 15-14(a) of the Securities Exchange Act of 1!

31b — Certification by Chief Financial Officer Requiregt Rule 13-14(a) or 15-14(a) of the Securities Exchange Act of 1!

32 — Certification Required by Rule 1-14(b) or 15-14(b) of the Securities Exchange Act of 1934 anctiSe 1350 of Chapter 63 of Title 18 of the Unitethtes Coc
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 causisdéport to be signed on its behalf by the undewsil thereunto
duly authorized.

MASCO CORPORATION

By: /s/ John G. Sznewa

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

October 31, 2012
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Exhibit 10.b.i
M Asco C ORPORATION

T ERMS AND C ONDITIONS OF
R ESTRICTED STOCK A WARDS G RANTED PURSUANT TO THE

N ON - EMPLOYEE D IRECTORS E QuITY P ROGRAM (A MENDED J ULY 2012)
UNDER THE
M Asco C oRPORATION 2005 LONG T ERM S TOCK | NCENTIVE P LAN

These Terms and Conditions apply to an award toojaastricted stock (the “Grant”) by the BoardQifectors (the “Board”) of Masco Corporation. Theugt date, number of
shares and vesting dates (“Grant Information”)sateforth under “Restricted Awards Detail & Histotgcated under the “Grants & Awards” tab, and im@rporated herein
by reference. By pressing “Acknowledge Grant” ahddree” you agree to accept the Grant, and yountatily agree to these Terms and Conditions aagthvisions of the
Non-Employee Directors Equity Program (Amended Jul§2)0and the 2005 Long Term Stock Incentive Plaa Rlogram and the Plan are referred to collectiaslthe
“Plan”), and acknowledge that:

. You have read and understand these Terms and @ugliand are familiar with the provisions of tHarP
e You have received or have access to all of the meads referred to in these Terms and Conditi

¢ All of your rights to the Grant are embodied ingeéerms and Conditions and in the Plan, and @rer@o other commitments or understandings cugrentl
outstanding with respect to any other grants obogt restricted stock, phantom stock or stock eqiption rights, except as may be evidenced byeageats
duly executed by you and Masco Corporat

. In the case of a Change in Control as definederPian, the provisions of subsections 7(f)(ii)(Apa’ (f)(ii)(B) of the 2005 Long Term Stock IncergiPlan
(which describe the Excise Tax Adjustment Paymeanittax gross-up”) shall be inoperative and unaaald with respect to any rights to shares or to any
payments which may occur as a result of acceleragsting or otherwise, for the shares which arestigect of this Grant, and under no circumstasted thert
be made any Excise Tax Adjustment Payment or sirtdbagross-up payment with respect to the shateshnare the subject of this Grant following anya@be
in Control.

Masco Corporation (the “Company”) and you agree¢ #lleof the terms and conditions of the Grant {iding the Grant Information) are set forth in thad®rms and
Conditions and in the Plan. These Terms and Camditiogether with the Grant Information constityter restricted stock award agreement (the “AgregihePlease read
these documents and the related prospectus cgreéfapies of the Plan and the prospectus as wéflea€ompany’s latest annual report to stockholdadsproxy statement
are available in the “Documents” section of httwiv.cpushareownerservices.com

Certificates for the shares of stock evidencingRkstricted Shares (as defined in the Plan) willieoissued but the shares will be registered im yame in book entry
form promptly after your acceptance of this awafdu will be entitled to vote and receive any c



dividends (net of required tax withholding) on fRestricted Shares, but you will not be able to iobaastock certificate or sell, encumber or otheentransfer the shares exc
in accordance with the Plan.

Provided since the date of the Grant you have ooatisly served as an Eligible Director, as heréémafefined, the restrictions on the shares wils&in installments
until all shares are free of restrictions in eagabechased on the initial number of shares. AnlidédDirector is any Director of the Company whaiag an employee of the
Company and who receives a fee for services asextr. If your term as an Eligible Director shoblel terminated by reason of your death or permaamashtotal disability, ¢
if following retirement from your term as an Elig¢tDirector you thereafter die, the restrictionsatirRestricted Stock will lapse and your rightghe shares will become
vested on the date of such termination or deatyouf term as an Eligible Director terminates bgsen of retirement on or after normal retiremert ag specified in the
Company’s Corporate Governance Guidelines, theicishs contained in the Grant shall continuedpsie in the same manner as though your term haemainated. If your
term as an Eligible Director is terminated for aegson other than death or permanent and totdlitiigar retirement on or after normal retiremextfe as specified in the
Companys Corporate Governance Guidelines, while restmsti@main in effect, the Restricted Stock thatri@s/ested shall be automatically forfeited andgfarred back t
the Company; provided, however, that a pro ratéigroof the Restricted Stock which would have vdsia May 15 of the year following the year of stietmination shall ve:
on the date of termination, based upon the pordfdhe year between annual vesting dates duringlwndu served as an Eligible Director of the Conypan

You agree not to engage in certain activities.

Notwithstanding the foregoing, if at any time yogeage in an activity following your termination sgrvice which in the sole judgment of the Boardétimental to th
interests of the Company, a subsidiary or affilatempany, all Restricted Shares for which restmst have not lapsed will be forfeited to the Compa¥ou acknowledge th
such activity includes, but is not limited to, “Buess Activities” (as defined below).

In addition you agree, in consideration for ther@rand regardless of whether restrictions on shsubject to the Grant have lapsed, while you @&#&ector of the
Company and for a period of one year following grynination of your term as a Director of the Compaother than a termination following a Chang€ontrol (as defined
in the Plan), not to engage in, and not to becosse@ated in a “Prohibited Capacity” (as hereimadefined) with any other entity engaged in, anypiBass Activities and not
to encourage or assist others in encouraging ampyoyee of the Company or any of its subsidiarieetminate employment or to become engaged in adly Brohibited
Capacity with an entity engaged in any BusinessvRiets. “Business Activities” shall mean the desiglevelopment, manufacture, sale, marketing aiicag of any product
or providing of services competitive with the prothior services of the Company or any subsidiagngttime while the Grant is outstanding, to theeeksuch competitive
products or services are distributed or providéigeei(1) in the same geographic area as are sochugts or services of the Company or any of itsglidries, or (2) to any of
the same customers as such products or servithe Gompany or any of its subsidiaries are distebwr provided. “Prohibited Capacity” shall meaginy associated with an
entity as a director, employee, consultant, inuest@nother capacity where (1) confidential
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business information of the Company or any ofitsssdiaries could be used in fulfilling any of yaluties or responsibilities with such other entity(2) an investment by y:
in such other entity represents more than 1% df stlcer entity’s capital stock, partnership or othvnership interests.

Should you either breach or challenge in judi@abitration or other proceedings the validity of ari the restrictions contained in the precedinageaph, by acceptir
this Grant you agree, independent of any equitablegal remedies that the Company may have artbwitimiting the Company’s right to any other eqbie or legal
remedies, to pay to the Company in cash immediatebn the demand of the Company (1) the amoumtaafme realized for income tax purposes from thisnGmet of all
federal, state and other taxes payable on the anodsoch income, but only to the extent such ineasrealized from restrictions lapsing on sharesmafter your terminatic
of your term as a Director of the Company or witthia two year period prior to the date of such teation, plus (2) all costs and expenses of the @y in any effort to
enforce its rights under this or the preceding giaph. The Company shall have the right to sepoffithhold any amount owed to you by the Compangry of its
subsidiaries or affiliates for any amount owedh® €ompany by you hereunder.

You agree to the application of the Company’s Dispie Resolution Policy.

Section 3 of the Plan provides, in part, that then@ittee appointed by the Board to administer tlae Bhall have the authority to interpret the Riad Grant
agreements, and decide all questions and settertitoversies and disputes relating thereto.rthér provides that the determinations, interpretetand decisions of the
Committee are within its sole discretion and anafficonclusive and binding on all persons. In &oldj you and the Company agree that if for angoeaa claim is asserted
against the Company or any of its subsidiariedfdraded companies or any officer, employee or ratgef the foregoing (other than a claim involvingnacompetition
restrictions or the Company’s, a subsidiary’s oaffiiated company’s trade secrets, confidentiéimation or intellectual property rights) which) (s within the scope of the
Companys Dispute Resolution Policy (the terms of whichiamorporated herein, as it shall be amended fiora to time); (2) subverts the provisions of Settiof the Plar
or (3) involves any of the provisions of the Agremmor the Plan or the provisions of any otherieed stock awards or option or other agreemezigding to Company
Common Stock or the claims of yourself or any pessio the benefits thereof, in order to provideaerspeedy and economical resolution, the DispaetoRtion Policy shall
be the sole and exclusive remedy to resolve giiudés, claims or controversies which are set fabibve, except as otherwise agreed in writing byagmdithe Company. It is
our mutual intention that any arbitration awardeeed under the Dispute Resolution Policy will brafiand binding and that a judgment on the awaryl lbeaentered in any
court of competent jurisdiction. Notwithstanding tbrovisions of the Dispute Resolution Policy, heere the parties specifically agree that any méatiadr arbitration
required by this paragraph shall take place abffiees of the American Arbitration Association &ied in the metropolitan Detroit area or such otbeation in the
metropolitan Detroit area as the parties might eagféae provisions of this paragraph: (a) shall sarthe termination or expiration of this Agreemgb) shall be binding upon
the Company’s and your respective successors, Ipeirsonal representatives, designated benefisiarid any other person asserting a claim basedthpokgreement,

(c) shall supersede the provisions of any prioeagrent between you and the Company with respectyt@f the Company’s option, restricted stock dveotstock-based
incentive plans to



the extent the provisions of such other agreemeaniires arbitration between you and the Company(@nhmay not be modified without the consent & @ompany. Subject
to the exception set forth above, you and the Caippaknowledge that neither of us nor any othes@emrsserting a claim described above has thetdgksort to any
federal, state or local court or administrativeragyyeconcerning any such claim and the decisiomefrbitrator shall be a complete defense to atigraor proceeding
instituted in any tribunal or agency with respecahy dispute.

You agree to comply with applicable tax requiremerg and to provide information as requested.

You agree to comply with the requirements of agtile federal and other laws with respect to witbimg or providing for the payment of required taxésu also
agree to promptly provide such information withpest to shares acquired pursuant to the Grantagsberequested by the Company or any of its sigvgd or affiliated
companies.

This Agreement shall be governed by and interpretetcordance with Michigan law.

The headings set forth herein are for informatiarppses only and are not a substantive part oétfiesms and Conditions.
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Exhibit 10.b.ii

MASCO CORPORATION
NON-EMPLOYEE DIRECTORS EQUITY PROGRAM
UNDER THE 2005 LONG TERM STOCK INCENTIVE PLAN

(Amended July 2012)

For purposes of the Masco Corporation (tf@mpany”) Non-Employee Directors Equity Program (th€rogram "), an “Eligible Director” is any Director of the
Company who is not an employee of the Company dmlreceives a fee for services as a Director. Terhslefined herein have the meaning given to threthe Companys
2005 Long Term Stock Incentive Plan, as amended fime to time (the Plan ™).

Section 1. Restricted Stock Award

(a) (i)Eligibility for Award. On the date of each of the Company’s annual smlders’ meetings (the “Annual Meeting”), each persvho is or becomes an Eligible
Director at such meeting and whose service on theedis expected to continue following such meesingll be granted an Award of Restricted Stock.

(i) Amount of Award. The amount of the Award of Restricted Stock shalequal to one-half of the annual retainer thed f non-employee Directors as
compensation for their service as a Director, djarding any retainer provided as compensationdprise on a Board committee or as Chair of a Beardmittee (the “
Annual Retainer ”); provided , however , that the amount of an Award of Restricted Sto@nted to any Eligible Director who began servisgéDirector other than at an
Annual Meeting shall be prorated to reflect thetiphservice provided by such Eligible Directortire period between Annual Meetings. If an Eligibieector begins serving
as a Director after the date of an Annual Meetigards of Restricted Stock granted hereunder $feairanted on the date of the first meeting ofGbeporate Governance
and Nominating Committee that takes place afteh $tligible Director is first elected or appointedthe Board, and such Awards shall be pro-ratqut@sded above.

(iii) Adjustment to Amount or Terms of AwardThe Board shall have sole discretion to adjustaimount of the Annual Retainer to be paid in trenfof Shares
and the terms of any such Award of Shares. ExcefiiéBoard may otherwise determine, any increaseaease in an Eligible Director’'s Annual Retaidering a period
with respect to which such Eligible Director haseatly been granted an Award of Restricted Stock sbamplemented by increasing or decreasing ggh@ortion of such
Eligible Director's Annual Retainer.

(b) Each Award of Restricted Stock granted hereushall vest with respect to one-third of the Skarederlying such Award (disregarding fractionargls) on
May 15 of each of the three consecutive calendarsyfllowing the year in which such Award is gethtsubject to clauses (e) through (h) below.

(c) The price of the Shares used in determiningntivaber of Shares subject to an Award of Restritedk granted hereunder shall be the fair maraktevof the
Shares as determined by the Board on the datsubhtAward is granted. If the date that an Awardil@therwise be granted in accordance with Sect{ah falls within
seven days prior to the release of the Compagyarterly or annual financial results, such arafdwvill instead be granted on the second markelirig day following the daf
on which such financial results are relea:



(d) Each Eligible Director shall be entitled to @@tnd receive dividends on his or her Shares dfiRiesl Stock, but will not be able to obtain acktaertificate or sell,
encumber or otherwise transfer Shares of Restri8tedk except in accordance with the terms of the.P

(e) If an Eligible Director’s term of service aPaector terminates for any reason other than gesalt of death, permanent and total disabilityetirement on or after
normal retirement age as set forth in the Compa@g'porate Governance Guidelines, all Shares offiRel Stock held by such Eligible Director thatrmain subject to
restrictions shall be forfeited and transferreddtacthe Company on the date of such terminatioayided, however , that any Shares of Restricted Stock that rematijest to
restrictions but that would have vested on MayHkbytear following the year of such Eligible Diretséaermination shall vest pro rata on the datéeahination based upon
that portion of the year between annual vestingsiat which the termination occurred during whiabtsEligible Director served as a Director.

(f) Notwithstanding the foregoing or clause (g)dwe] if, following termination of service as a Ditecfor any reason other than death (including tuetirement), an
Eligible Director continues to hold Shares of Riettd Stock, the Board, in its sole judgment, mayse all Shares of Restricted Stock that remaijestuto restrictions to be
forfeited and transferred back to the Company coeatly with, or at any time following, such terration if the Board determines that such former &wehas engaged in
any activity detrimental to the interests of then@pany, a subsidiary or an affiliated company.

(g9) If an Eligible Director’s term of service a®#rector is terminated by reason of death or peenaand total disability or, if following terminati or retirement as a
Director, a former Director dies while continuirghave rights under an Award of Restricted Stoglorusuch death or termination by reason of permtearehtotal disability,
the restrictions contained in any such Award oftReted Stock shall lapse.

(h) If an Eligible Director’s term of service aPaector is terminated by reason of retirement pafter normal retirement age for a Director asfegh in the
Company’s Corporate Governance Guidelines, theicishs contained in any Award of Restricted Stbeld by such Eligible Director shall continue &ps$e in the same
manner as if his or her term of service had notiteated.

(i) The provisions of Section 6(d)(v) of the PldAdgceleration”) shall not apply to Awards of Restad Stock granted to Eligible Directors.
2



Section 2. Non-Compete Provision

Each Award of Restricted Stock granted hereundalt sbntain a provision whereby the Award holdealshgree, in consideration for the Award and rdtgss of
whether restrictions on Shares of Restricted Shaale lapsed, as follows:

(a) While the holder is a Director of the Compang for a period of one year following the latertioé last date of vesting of any Shares or the t&ation of such
holder’s term as a Director of the Company, other tharmination following a Change in Control, the Awdralder shall agree not to engage in, and not ¢oiipe associate
in a “Prohibited Capacity” (as hereinafter definedth any other entity engaged in, any “BusinestiAties” (as hereinafter defined) and not to eneme or assist others in
encouraging any employee of the Company or angsdubsidiaries to terminate employment or to bexengaged in any such Prohibited Capacity withrdityeengaged in
any Business Activities. Business Activities’ shall mean the design, development, manufactale, marketing or servicing of any product, ontimg of services
competitive with the products or services, of tt@rpany or any subsidiary at any time while the Adhigroutstanding, to the extent that such competjroducts or services
are distributed or provided either (1) in the sayjaegraphic area as are such products or servidas @ompany or any of its subsidiaries or (2)rip af the same customers
such products or services of the Company or aritg aglubsidiaries are distributed or provide®rdhibited Capacity ” shall mean being associated with an entity asectbr,
employee, consultant, investor or in another capadiere (1) confidential business information feé Company or any of its subsidiaries could be usédlfilling any of the
holder’s duties or responsibilities with such othatity, or (2) an investment by the Award holdesuch other entity represents more than 1% of etledr entity’s capital
stock, partnership or other ownership interests.

(b) Should the Award holder either breach or cimgjéein judicial or arbitration proceedings the d#ji of any of the restrictions contained in thegeding paragraph,
by accepting an Award, the Award holder shall agirgependent of any equitable or legal remediasttie Company may have and without limiting thenpany’s right to
any other equitable or legal remedies, to pay ¢cGbmpany in cash immediately upon the demandeo€timpany (1) the amount of income realized fooiine tax purposes
from the Award, net of all federal, state and ottases payable on the amount of such income, Hyttorihe extent that such income is realized frestrictions lapsing on
Shares or exercises occurring, as the case manl, after the termination of the Award holdeEsm as a Director of the Company or within the tyear period prior to the
date of such termination, plus (2) all costs angeeses of the Company in any effort to enforcedtsts under this or the preceding paragraph. Toe@any shall have the
right to set off or withhold any amount owed to #heard holder by the Company or any of its subsidsor affiliates for any amount owed to the Comphy the Award
holder hereunder.

Section 3. Termination, Modification or Suspension
The Board may terminate, modify or suspend the faragat 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. 3C Year Ended December 31
2012 2011 2010 2009 2008 2007
Earnings Before Income Taxes, Preferred Stock Diviends and Fixed Charges
Income (loss) from continuing operations beforeome taxe: $ 79 472 $(741) $(13€) $(134) $ 867
Deduct equity in undistributed loss (earnings)ifty -percen-or-less-owned companie — — — — (0] 2
Add interest on indebtedness, 19C 25C 24¢ 224 22¢ 25¢€
Add amortization of debt expen 5 7 7 5 4 5
Add estimated interest factor for rent 23 33 36 44 51 55
Earnings (loss) before income taxes, noncontroiimerest, net, fixed charges and preferred stock
dividends $ 297 $(182) $(449 $137 $14E  $1,18¢
Fixed Charges:
Interest on indebtedne $ 19C $24¢ $24€ $221 $22¢ $ 25¢
Amortization of debt expens 5 7 7 5 4 5
Estimated interest factor for renti 23 33 36 44 51 55
Total fixed charge $ 218 $28 $28 $27C $28: $ 3ic
Preferred stock dividends(a) $ — $ — $ — $— $— $ —
Combined fixed charges and preferred stock divig $ 218 $28 $28 $27C $28: $ 3ic
Ratio of earnings to fixed charg 14 (0.6 (1.6 0.5 0.5 3.7
Ratio of earnings to combined fixed charges anéepred stock dividend 14 (0.6 (1.6 0.t 0.t 3.7
Ratio of earnings to combined fixed charges anéepred stock dividends excluding certain ite(b) 157 1.1 0. 1t 2.4 4.2

(@) Represents amount of income before provision foorime taxes required to meet the preferred stodketnd requirements of the Compa

(b)  Excludes the 2012 pre-tax charge for legal settiem@et of $74 million; the 2011 non-cash, preitagairment charge for goodwill and other intangibksets of $494
million and litigation expense of $9 million; th@20 non-cash, pre-tax impairment charge for goddwidl other intangible assets of $698 million and-pash, pre-tax
impairment charges for financial investments of §##ion; the 2009 non-cash, pre-tax charge fordyoitl impairment of $262 million; non-cash, pre-tempairment
charge for financial investments of $10 million ditigation expense of $7 million; 2008 non-caste-pax impairment charge for goodwill and otheandible assets of
$415 million, financial investments of $58 milliamd litigation expense of $9 million; and the 20@h-cash, pre-tax impairment charges for goodwidl ather
intangible assets of $119 million and the -cash, pr-tax charge for financial investments of $22 milli



Exhibit 31a

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

Timothy Wadhams, certify the
| have reviewed this quarterly report on Forn-Q of Masco Corporation (the Registrar

Based on my knowledge, this report does notadoreiny untrue statement of a material fact or amgttate a material fact necessary to make ttensents made, in
light of the circumstances under which such stateseere made, not misleading with respect to #réod covered by this repol

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material respectsfihancial condition,
results of operations and cash flows of the remigtas of, and for, the periods presented in gpent;

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined in&hge Act Rules 13a-
15(e) and 15-15(e)) and internal control over financial repagti@as defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hay

a) designed such disclosure controls and procegaresused such disclosure controls and procedanes designed under our supervision, to ensatentiaterial
information relating to the registrant, includirig consolidated subsidiaries, is made known toyustibers within those entities, particularly durithg period in
which this report is being prepare

b) designed such internal control over financigloréing, or caused such internal control over faiahreporting to be designed under our supervigioprovide
reasonable assurance regarding the reliabilitynaiicial reporting and the preparation of finanstatements for external purposes in accordandegeiterally
accepted accounting principle

c) evaluated the effectiveness of the registradisslosure controls and procedures and presentisineport our conclusions about the effectivereshe
disclosure controls and procedures as of the etliegberiod covered by this report based on sualuation; anc

d) disclosed in this report any change in the tegyi$'s internal control over financial reportirtgat occurred during the registrant’s most recesuafi quarter (the
registrant’s fourth fiscal quarter in the case manual report) that has materially affected saeasonably likely to materially affect, the régist’s internal
control over financial reporting; ar

The registrant’s other certifying officer anbadve disclosed, based on our most recent evaluationernal control over financial reporting, teetregistrant’s auditors
and the audit committee of the regist’s board of directors (or persons performing thevedent functions)

a) all significant deficiencies and material weads®s in the design or operation of internal corttvelr financial reporting which are reasonably lik® adversely
affect the registra’s ability to record, process, summarize and refrmahcial information; ani

b) any fraud, whether or not material, that invelveanagement or other employees who have a signifiole in the registrant’s internal control ofieancial
reporting.

Date: October 31, 2012 By: /s/ Timothy Wadham

Timothy Wadham:
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

I, John G. Sznewajs, certify that:

1. | have reviewed this quarterly report on Forn-Q of Masco Corporation (the Registrar
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amsttate a material fact necessary to make thensemts made, in
light of the circumstances under which such statemeere made, not misleading with respect to #réod covered by this repol
3. Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material respectsfihancial condition,
results of operations and cash flows of the regigtas of, and for, the periods presented in gpsnt;
4, The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined ilh&g@e Act Rules 13a-
15(e) and 15-15(e)) and internal control over financial repagti@as defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hay
a) designed such disclosure controls and procegaresused such disclosure controls and procedantes designed under our supervision, to ensatentiaterial
information relating to the registrant, includirtg €éonsolidated subsidiaries, is made known toyusthers within those entities, particularly durithg period in
which this report is being prepare
b) designed such internal control over financiglorting, or caused such internal control over foiahreporting to be designed under our supervidiomprovide
reasonable assurance regarding the reliabilitynaficial reporting and the preparation of finanstatements for external purposes in accordandegeiterally
accepted accounting principle
c) evaluated the effectiveness of the registratigslosure controls and procedures and presentidsimeport our conclusions about the effectiverefghe
disclosure controls and procedures as of the etitegberiod covered by this report based on sualuation; anc
d) disclosed in this report any change in the tegiid's internal control over financial reportirtgat occurred during the registrant’s most recesuafi quarter (the
registrant’s fourth fiscal quarter in the case &anual report) that has materially affected saeasonably likely to materially affect, the régist's internal
control over financial reporting; ar
5. The registrant’s other certifying officer antdve disclosed, based on our most recent evaluationernal control over financial reporting, teetregistrant’s auditors
and the audit committee of the regist’s board of directors (or persons performing thewedent functions)
a) all significant deficiencies and material weadses in the design or operation of internal cortvelr financial reporting which are reasonably lijit® adversely
affect the registra’s ability to record, process, summarize and refimancial information; ani
b) any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the registrant’s internal control ofieancial
reporting.
Date: October 31, 2012 By: /s/ John G. Sznewa

John G. Sznewa
Vice President, Treasurer and Chief Financial @ff



Exhibit 32

MASCO CORPORATION
Certification Required by Rule 13a-14(b) or 15d-14g)
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 submdtte connection with the Masco Corporation Quayt&éport on Form 10-Q for the quarterly period ehde
September 30, 2012 (the “Report”) for the purpdseomplying with Rule 13a-14(b) or Rule 15d-14(lhXtwe Securities Exchange Act of 1934 (the “ExcleaAgt”) and
Section 1350 of Chapter 63 of Title 18 of the Udiftates Code.

Timothy Wadhams, the President and Chief Execudiffecer, and John G. Sznewajs, the Vice Presiderasurer and Chief Financial Officer, of Masco fitwation,
each certifies that, to the best of his knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2. The information contained in the Report fairtegents, in all material respects, the consolidfiteshcial condition and results of operations ciddo
Corporation.
Date: October 31, 2012 /sl Timothy Wadham

Name: Timothy Wadhan
Title: President and Chief Executive Offic

Date:_October 31, 2012 /s/ John G. Sznewa
Name: John G. Sznewse
Title: Vice President, Treasurer and Chief FinahOiticer




