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Amendment No. 1

On April 4, 2005, Eastman Kodak Company (“Kodak”) filed a Current Report on Form 8-K under Items 2.03 and 9.01 to report the acquisition of Kodak
Polychrome Graphics (“KPG”) through its subsidiary, Kodak Graphics Holdings, Inc.  At that time, Kodak did not report the acquisition of KPG under Item 2.01
of Form 8-K, “Completion of Acquisition or Disposition of Assets,” based on its then determination that KPG did not constitute a significant business.  Kodak
recently determined that KPG does meet the significant business criteria and, therefore, Kodak should have reported the acquisition of KPG under Item 2.01 of
Form 8-K on April 4, 2005 with a subsequent filing under Item 2.01 on Form 8-K/A within 71 calendar days, or by June 17, 2005, to provide the required
historical financial statements of KPG and the required pro forma financial information.  Accordingly, this Amendment No. 1 on Form 8-K/A is being filed to
report the required information under Item 2.01 of Form 8-K and to include the required financial information under Item 9.01 of Form 8-K.

Item 2.01 Completion of Acquisition or Disposition of Assets

On April 1, 2005, Eastman Kodak Company (“Kodak”) became the sole owner of Kodak Polychrome Graphics (“KPG”) through the redemption of Sun
Chemical Corporation’s (“Sun”) 50 percent interest in the KPG joint venture (“the acquisition”).  Under the terms of the transaction, Kodak redeemed all of Sun’s
shares in KPG by providing $317 million in cash at closing (excluding $7 million in transaction costs) and by entering into two note payable arrangements, one
that will be payable within the U.S. (“the U.S. note”) and one that will be payable outside of the U.S. (“the non-U.S. note”), that will require principal and interest
payments of $200 million in the third quarter of 2006, and $50 million annually from 2008 through 2013.  The total payments due under the U.S note and the
non-U.S. note are $100 million and $400 million, respectively.  The aggregate fair value of these note payable arrangements, which was recorded as long-term
debt in Kodak’s consolidated balance sheet as of the acquisition date, was approximately $395 million.

Kodak’s relationship with Sun through their 50:50 ownership of the KPG joint venture prior to the acquisition constitutes a material relationship.   The $719
million of consideration that Kodak paid for the redemption of Sun’s 50% interest in KPG was determined through a process involving (1) the use of Kodak’s
internal valuation models, (2) assistance by investment banking consultants and (3) arms-length negotiations between Kodak and Sun.  As described above, $395
million of the total consideration of $719 million used to fund the acquisition was sourced from Sun in the form of two note payable arrangements.  The balance
of $324 million was paid in cash, which was sourced from Kodak’s own cash and the cash acquired in the acquisition.

Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant

Refer to discussion under Item 2.03 of the Form 8-K filed April 4, 2005.

Item 9.01 Financial Statements and Exhibits

          (a) Financial Statements of Business Acquired.  See Exhibits 99.2 and 99.3 (audited combined financial statements of Kodak Polychrome Graphics as of
December 31, 2004 and 2003 and for the three years in the period ended December 31, 2004, and unaudited combined financial statements of Kodak Polychrome
Graphics as of March 31, 2005 and December 31, 2004 and for the three month periods ended March 31, 2005 and 2004).

          (b) Pro Forma Financial  Information.  See Exhibit 99.4 (unaudited proforma combined consolidated financial statements of Eastman Kodak Company and
Kodak Polychrome Graphics).



          (c) Exhibits

Exhibit No.  Description
 

(23.1)  Consent of Independent Registered Public Accounting Firm of Kodak Polychrome Graphics dated June 24, 2005 by PricewaterhouseCoopers
LLP for their report dated April 15, 2005.

   
(99.1)  Eastman Kodak Company press release dated April 1, 2005.  (Incorporated by reference to the Eastman Kodak Company Current Report on

Form 8-K dated April 4, 2005, Exhibit (99.1)).
   

(99.2)  Audited combined financial statements of Kodak Polychrome Graphics as of December 31, 2004 and 2003 and for the three years in the
period ended December 31, 2004 (attached).

   
(99.3)  Unaudited combined financial statements of Kodak Polychrome Graphics as of March 31, 2005 and December 31, 2004 and for the three

month periods ended March 31, 2005 and 2004 (attached).
   

(99.4)  Unaudited pro forma combined consolidated financial statements of Eastman Kodak Company and Kodak Polychrome Graphics as of March
31, 2005, for the year ended December 31, 2004 and for the three month period ended March 31, 2005 (attached).
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          Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.

 EASTMAN KODAK COMPANY
   
Date:  July 1, 2005 By /s/ RICHARD G. BROWN, JR.
  
  Richard G. Brown, Jr.
  Controller
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statement on Form S-3 (No. 33-48258, No. 333-31759, No. 333-56964, No. 333-108562,
No. 333-111726) of Eastman Kodak Company of our report dated April 15, 2005 relating to the combined financial statements of Kodak Polychrome Graphics
which appears in the Amendment No. 1 to Current Report on Form 8-K/A of Eastman Kodak Company dated July 1, 2005.

/s/ PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
Stamford, Connecticut
June 24, 2005
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Report of Independent Auditors

To the Board of Directors and Shareholders 
of Kodak Polychrome Graphics LLC and 
Kodak Polychrome Graphics Company Ltd.:

In our opinion, the accompanying combined balance sheets and the related combined statements of operations, shareholders’ equity and cash flows present fairly,
in all material respects, the financial position of Kodak Polychrome Graphics LLC and Kodak Polychrome Graphics Company Ltd. (collectively the
“Companies”) at December 31, 2004 and 2003, and the results of their operations and their cash flows for each of the three years in the period ended December
31, 2004 in conformity with accounting principles generally accepted in the United States of America.  These financial statements are the responsibility of the
Companies’ management.  Our responsibility is to express an opinion on these financial statements based on our audits.  We conducted our audits of these
statements in accordance with auditing standards generally accepted in the United States of America, which require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating
the overall financial statement presentation.  We believe that our audits provide a reasonable basis for our opinion.

/s/ PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
Stamford, Connecticut
April 15, 2005



Kodak Polychrome Graphics  

Combined Balance Sheets  

December 31, 2004 and 2003  

(amounts in thousands) 3

  2004  2003  

    
Assets        
Current assets:        

Cash and cash equivalents  $ 258,955 $ 174,209 
Accounts and notes receivable, net (Note 3)   343,105  341,464 
Due from affiliates (Note 14)   36,059  20,200 
Inventories (Note 4)   222,382  215,566 
Prepaid expenses and other current assets (Note 9)   48,023  42,627 

    
Total current assets   908,524  794,066 

Property, plant and equipment, net (Note 5)   286,755  260,288 
Goodwill and intangible assets, net (Note 6)   72,913  68,704 
Other assets (Note 9)   41,748  54,650 

    
Total assets  $ 1,309,940 $ 1,177,708 

    
Liabilities and Shareholders’ Equity        
Current liabilities:        

Short-term borrowings (Note 10)  $ 69,551 $ 2,255 
Accounts payable   118,202  123,682 
Accrued expenses (Note 7)   245,235  252,300 
Due to affiliates (Note 14)   24,765  24,974 

    
Total current liabilities   457,753  403,211 

Long-term debt (Note 10)   16,786  100,157 
Other liabilities   43,694  33,371 

    
Total liabilities   518,233  536,739 

Commitments and contingencies (Note 15)        
Shareholders’ equity:        

Capital surplus   634,243  634,243 
Retained earnings (deficit)   73,924  (30,875)
Accumulated other comprehensive income   83,540  37,601 

    
Total shareholders’ equity   791,707  640,969 

    
Total liabilities and shareholders’ equity  $ 1,309,940 $ 1,177,708 

    

See accompanying notes to combined financial statements



Kodak Polychrome Graphics  

Combined Statements of Operations  

For the Years Ended December 31, 2004, 2003 and 2002  

(amounts in thousands) 4

  2004  2003  2002  

     
Net sales  $ 1,714,835 $ 1,597,634 $ 1,457,505 
Cost of sales (Note 14)   1,151,664  1,086,911  1,021,341 

     
Gross profit   563,171  510,723  436,164 

Operating expenses (Note 14)   337,677  337,786  318,639 
Research and development (Note 14)   39,184  38,648  40,163 
Trademark royalty with related parties (Note 14)   19,386  17,123  14,600 
Restructuring and other items (Note 8)   9,749  10,358  14,500 

     
Income before interest and income taxes   157,175  106,808  48,262 

Interest income   (5,554)  (5,282)  (3,574)
Interest expense   4,068  8,826  12,737 

     
Income before income taxes   158,661  103,264  39,099 

Income taxes (Note 9)   53,862  32,822  16,961 

     
Net income  $ 104,799 $ 70,442 $ 22,138 

     

See accompanying notes to combined financial statements



Kodak Polychrome Graphics  

Combined Statements of Shareholders’ Equity  

For the Years Ended December 31, 2004, 2003, and 2002  

(amounts in thousands) 5

  

Capital
Surplus

 

Retained
Earnings
(Deficit)

 
Accumulated Other

Comprehensive Income / (Loss)  

Total
Shareholders’

Equity

 

      

    
Currency

Translation  Other  Total   

        
Balance at December 31, 2001  $ 634,243 $ (123,455) $ (64,401) $ (1,882) $ (66,283) $ 444,505 

        
Comprehensive income (loss):                    

Net income      22,138           22,138 
Other comprehensive income (loss):                    

Foreign currency translation adjustments         44,989     44,989    
Derivative instruments, net of tax            (12,122)  (12,122)    
Additional minimum pension liability, net of tax            (1,730)  (1,730)    

              
Total other comprehensive income (loss)         44,989  (13,852)  31,137  31,137 

                  
Total comprehensive income                  53,275 

        
Balance at December 31, 2002   634,243  (101,317)  (19,412)  (15,734)  (35,146)  497,780 

        
Comprehensive income (loss):                    

Net income      70,442           70,442 
Other comprehensive income (loss):                    

Foreign currency translation adjustments         73,996     73,996    
Derivative instruments, net of tax            (1,249)  (1,249)    

              
Total other comprehensive income (loss)         73,996  (1,249)  72,747  72,747 

                  
Total comprehensive income                  143,189 

        
Balance at December 31, 2003   634,243  (30,875)  54,584  (16,983)  37,601  640,969 

        
Comprehensive income:                    

Net income      104,799           104,799 
Other comprehensive income:                    

Foreign currency translation adjustments         36,167     36,167    
Derivative instruments, net of tax            8,042  8,042    
Additional minimum pension liability, net of tax            1,730  1,730    

              
Total other comprehensive income         36,167  9,772  45,939  45,939 

                  
Total comprehensive income                  150,738 

        
Balance at December 31, 2004  $ 634,243 $ 73,924 $ 90,751 $ (7,211) $ 83,540 $ 791,707 

        

See accompanying notes to combined financial statements



Kodak Polychrome Graphics  

Combined Statements of Cash Flows  

For the Years Ended December 31, 2004, 2003, and 2002  

(amounts in thousands) 6

  2004  2003  2002  

     
Cash flows from operating activities:           

Net income  $ 104,799 $ 70,442 $ 22,138 
Adjustments to reconcile net income to net cash provided by operating activities:           

Depreciation and amortization   68,854  91,779  79,288 
Deferred income taxes   9,091  (1,670)  2,699 
Loss on disposal of assets   2,367  2,951  3,234 
Changes in assets and liabilities, net of effects of acquisitions:           

Accounts and notes receivable   18,649  (14,249)  3,742 
Inventories   3,599  6,636  14,723 
Prepaid expenses and other assets   13,961  1,770  4,730 
Accounts payable   (11,936)  11,562  16,123 
Accrued expenses   (13,954)  19,496  15,627 
Due to affiliates, net   (14,624)  (600)  (17,491)
Other liabilities   7,645  3,842  12,073 

     
Net cash provided by operating activities   188,451  191,959  156,886 

     
Cash flows from investing activities:           

Capital expenditures   (88,027)  (61,371)  (45,944)
Business acquisitions and investments   (9,349)  (910)  —   
     

Net cash used in investing activities   (97,376)  (62,281)  (45,944)
     

Cash flows from financing activities:           
Net decrease in long-term borrowings, including current portion of long-term debt   (27,309)  (50,734)  (55,089)
Net increase (decrease) in short-term borrowings   10,566  (2,563)  (13,133)
     

Net cash used in financing activities   (16,743)  (53,297)  (68,222)
     

Effects of exchange rate changes on cash   10,414  16,803  8,590 

     
Net increase in cash and cash equivalents   84,746  93,184  51,310 

Cash and cash equivalents, at beginning of year   174,209  81,025  29,715 

     
Cash and cash equivalents, at end of year  $ 258,955 $ 174,209 $ 81,025 

     
Supplemental cash flow information:           

Cash paid for interest  $ 2,366 $ 6,516 $ 10,637 
Cash paid for taxes  $ 48,506 $ 23,247 $ 9,390 

See accompanying notes to combined financial statements



Kodak Polychrome Graphics  

Notes to Combined Financial Statements  

December 31, 2004, 2003, and 2002  

(amounts in thousands, unless otherwise noted) 7

1. Business and Operations

Kodak Polychrome Graphics Company Ltd. (the “Non-U.S. Joint Venture”) and Kodak Polychrome Graphics LLC (the “U.S. Joint Venture”) (collectively,
“Kodak Polychrome Graphics” or the “Companies”) are separate and independent joint ventures formed by Eastman Kodak Company (“Kodak”) and Sun
Chemical Group, B.V. (“Sun Chemical”).  Kodak and Sun Chemical each own 50% of both joint ventures.  To establish the Companies, Kodak and Sun Chemical
each contributed net assets and certain liabilities of their former graphic arts businesses on January 1, 1998 at their historical carrying amounts.  The Board of
Directors of each joint venture is comprised of six directors, three appointed by Sun Chemical and three appointed by Kodak.  The joint venture agreements,
which commenced on January 1, 1998, are in effect for an initial term of ten years and are subject to automatic extensions for successive five-year terms.  As
noted in footnote 16, Kodak acquired 100% equity interest in Kodak Polychrome Graphics on April 1, 2005.

The Companies primarily manufacture and distribute a wide range of lithographic plates and distribute Kodak-branded graphic arts film and digital proofing
products to the pre-press and printing industry.

2. Summary of Significant Accounting Policies

Basis of Financial Statement Presentation and Principles of Combination
The combined financial statements of the Companies include the financial statements of the U.S. Joint Venture and the Non-U.S. Joint Venture and its direct and
indirect majority-owned subsidiaries as these Companies are under common management.  These financial statements have been prepared on the basis of
accounting principles generally accepted in the United States of America.  All intercompany balances and transactions have been eliminated in combination.

Cash and Cash Equivalents
All highly liquid investments with maturities of three months or less at acquisition are considered to be cash equivalents.  These investments are carried at cost,
which approximates fair value.

Inventories
Inventories are stated at the lower of cost or market using the first-in, first-out (“FIFO”) or average cost methods, which approximate current cost.  The
Companies write-down excess, obsolete or slow-moving inventory based on changes in customer demand, technology developments and other economic factors. 

Property, Plant and Equipment
Property, plant and equipment are carried at cost, net of accumulated depreciation.  Depreciation of property, plant and equipment is provided generally by using
the straight-line method, based on the estimated useful lives of the assets.  The ranges of estimated useful lives used in computing depreciation for financial
reporting are as follows:

  Years
  

Buildings  20-25
Machinery and equipment  3-12
Customer loaned equipment  3-5
Computer equipment and software  3-10
Furniture and fixtures  3-12

For leasehold improvements, the estimated useful life is the lesser of the asset life or the lease term.  Renewals and betterments are capitalized, repair and
maintenance costs are charged to expense as incurred.



Kodak Polychrome Graphics  

Notes to Combined Financial Statements  

December 31, 2004, 2003, and 2002  

(amounts in thousands, unless otherwise noted) 8

Goodwill and Intangible Assets
Goodwill represents the excess of the purchase price over the fair value of identifiable net assets of acquired companies.  Goodwill is tested for impairment at the
reporting unit level annually or more frequently if events or changes in circumstances indicate that goodwill might be impaired. A reporting unit is the lowest
level of an entity that is a business and can be distinguished from other activities, operations, and assets of the entity. If, during the annual impairment review, the
book value of the reporting unit exceeds the fair value, the implied fair value of the reporting unit’s goodwill is compared with the carrying value of the unit’s
goodwill. If the carrying value exceeds the implied fair value, goodwill is written down to its implied fair value. Management estimates the fair value of each
reporting unit, as well as the fair value of the assets and liabilities of each reporting unit, other than goodwill. The implied fair value of goodwill is determined as
the difference between the fair value of a reporting unit, taken as a whole, and the fair value of the assets and liabilities of such report unit.

Other intangible assets consist of patented and unpatented technologies, customer lists and trademarks.  These intangible assets are being amortized on a straight-
line basis over their estimated useful lives ranging from three to fifteen years.

Long-Lived Assets
Other long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying value may not be recoverable. The
assessment of possible impairment is based on the Companies’ ability to recover the carrying value of the assets from the estimated undiscounted future net cash
flows, before interest and taxes, of the related operations. If these cash flows are less than the carrying value of such assets, an impairment loss is recognized for
the difference between estimated fair value and carrying value. The measurement of impairment requires estimates of these cash flows and fair value. The
calculation of fair value may be determined based either on undiscounted cash flows or third party appraised values depending on the nature of the asset.

Accounts Payable
The U.S. Joint Venture maintains a zero balance cash management system for its accounts payable. Accordingly, included in accounts payable at December 31,
2004 and 2003, are $7.9 million and $1.0 million, respectively, of checks that did not clear the bank.

Revenue Recognition
The Companies recognize revenue when there is persuasive evidence of an arrangement, the product has been shipped or the services have been provided to the
customer, the sales price is fixed or determinable and collectibility is reasonably assured. Revenue from product or equipment sales is recognized when title
transfers to the customer and there are no unfulfilled company obligations that affect the customer’s final acceptance of the arrangement. The terms of service
contracts generally range for periods less than one year and revenue is recognized ratably over the contractual period.  When the Companies recognize revenue
from the sale of products, an estimate for rebates, customer returns and other allowances, is recorded as a reduction of sales.  The estimates of reserves for rebates
and returns are based on historical rates and other related factors.  At December 31, 2004 and 2003, $82.0 million and $81.9 million, respectively, was included
for reserves for rebates and returns.

Shipping and Handling Costs
The Companies recognize shipping and handling costs to customers as a component of operating expenses in the combined statements of operations.  Shipping or
handling costs billed to the customer for reimbursement purposes were not significant.



Kodak Polychrome Graphics  

Notes to Combined Financial Statements  

December 31, 2004, 2003, and 2002  

(amounts in thousands, unless otherwise noted) 9

Research and Development
The Companies expense, as incurred, all costs associated with new product development whether performed by their employees or outside contractors.  In
addition, the Companies expense, as incurred, the costs associated with maintenance of and enhancements to existing products.

Income Taxes
For U.S. federal and state income tax purposes, the U.S. Joint Venture is treated similar to a partnership.  As such, all items of income and expense flow through
the U.S. Joint Venture and are taxed directly to Sun Chemical and Kodak.  Accordingly, no income tax provision or other income tax attributes have been
recognized in the accompanying financial statements with respect to the U.S. Joint Venture.

Income taxes for the Non-U.S. Joint Venture are accounted for under the asset and liability method.  Deferred tax assets and liabilities are recognized for the
future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax
bases.  Deferred tax assets and liabilities are measured using enacted tax rates.

As set forth in the joint venture agreement, the U.S. Joint Venture has agreed to make quarterly distributions to Sun Chemical and Kodak equal to the combined
federal and state rates applied to the taxable income of the U.S. Joint Venture for the respective quarter.  No such distributions were required in 2004, 2003, or
2002.  The U.S. Joint Venture has the right to reduce future taxable income subject to these distributions by any taxable losses incurred since January 1, 1998.

In addition to the tax items discussed above, the Non-U.S. Joint Venture has tax reserves of approximately $9.3 million at December 31, 2004 (included within
accrued expenses on the balance sheet) that relate to various positions it has taken on tax returns filed in numerous countries over the last several years. These
reserves represent the Non-U.S. Joint Venture’s best estimate of the probable liability should the tax return positions be challenged by the relevant tax authorities.
 While the amount is material in the aggregate, no individual item is material and no single event will have a material impact related to these reserves.

The Non-U.S. Joint Venture records liabilities for known tax contingencies when, in the judgment of management, it is estimable and probable that a liability has
been incurred.  Contingencies are reversed to income in the period when management assesses, based on changes in circumstances, that they are no longer
required, or when they become no longer required by statute or resolution through the normal tax audit process.

Foreign Currency
The reporting currency of the Companies is the U.S. dollar.  For most subsidiaries and branches outside of the United States, the local currency is the functional
currency and translation adjustments are accumulated in a separate component of shareholders’ equity.  Translation adjustments are not tax-effected since they
relate to investments, which are permanent in nature.  For subsidiaries and branches that operate predominantly in U.S. dollars or whose economic environment is
highly inflationary, the U.S. dollar is the functional currency. Gains and losses from foreign currency transactions, such as those resulting from the settlement of
foreign receivables or payables, are included in the combined statements of operations. The net effects of such foreign currency transactions, including related
hedging activities, was a gain (loss) of ($6.5) million, $3.9 million, and ($0.4) million in 2004, 2003, and 2002, respectively.

Derivative Financial Instruments
The Companies account for derivative financial instruments using SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities (“SFAS 133”), as
amended by SFAS No. 137 and SFAS No. 138.  SFAS 133 requires the recognition of all derivative instruments as either assets or liabilities measured at fair
value. In most cases, certain derivatives are designated and accounted for as hedges.



Kodak Polychrome Graphics  

Notes to Combined Financial Statements  

December 31, 2004, 2003, and 2002  

(amounts in thousands, unless otherwise noted) 10

The Companies use derivative financial instruments to manage certain financial exposures related to the effects of fluctuating foreign currency exchange rates,
aluminum prices and interest rates. The counter parties to these instruments are major financial institutions and the Companies have never experienced non-
performance by any of their counter parties.  The instruments primarily used are foreign currency forwards, interest rate swaps, and aluminum swaps.  The
Companies designate these instruments as hedges of the underlying exposures.

On the date the derivative contract is entered into, the Companies document the derivative type and all relationships between the hedging instrument and hedged
item, as well as its risk-management objective and strategy for undertaking the hedge transaction.  This process includes linking all derivatives that are designated
as fair value, cash flow, or foreign currency hedges to specific assets and liabilities on the balance sheet, or to specific firm commitments or forecasted
transactions.  The Companies also formally assess, both at the hedge’s inception and on an ongoing basis, whether the derivatives that are used in hedging
transactions are effective as hedges.  If it is determined that a derivative is not effective as a hedge, the Companies discontinue hedge accounting prospectively
and record all changes in the fair value of the instrument through current period operating results.

Changes in the fair value of a derivative that is effective and that is designated as and qualifies as a fair value hedge, along with the gain or loss on the hedged
asset or liability that is attributable to the hedged risk, are recorded in current period operating results.  Changes in the fair value of a derivative that is effective
and that is designated as and qualifies as a cash flow hedge are recorded in other comprehensive income (loss), and reclassified to operating results when the
underlying hedged transaction affects earnings.  Changes in the fair value of derivatives that are effective and that are designated as and qualify as foreign
currency hedges are recorded in either current period operating results or other comprehensive income (loss), depending on whether the hedged transaction is
designated as a fair value hedge or a cash flow hedge. 

The Companies record hedging activity related to debt instruments in interest expense and hedging related to lease obligations, foreign currency contracts and
commodity (aluminum) contracts in cost of sales or operating expenses to offset the earnings impact of the underlying exposure being hedged.

Management Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities as well as the disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period.  Significant estimates and assumptions in the financial statements are used for, but not
limited to, the recoverability of assets, revenue recognition and related rebate reserves, customer returns, warranties, the allowance for doubtful accounts, the
lower of cost or market valuations of inventory, income taxes, and environmental liabilities.  While actual results could differ, management believes such
estimates are reasonable.

Reclassifications
Certain prior year amounts have been reclassified to conform to the current year presentation.

Recently Issued Accounting Standards
In December 2003, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 132 (revised 2003), Employers Disclosures about Pensions and Other
Postretirement Benefits – an amendment of FASB Statements No. 87, 88 and 106 (“SFAS 132R”). SFAS 132R replaces existing FASB disclosure requirements for
pensions and requires additional disclosures about the assets, obligations, cash flows and net periodic benefit costs of defined benefit pension plans and other
defined benefit postretirement plans. For non-public entities, SFAS 132R is effective for fiscal years ending after June 15, 2004. The 2004 adoption of SFAS
132R as revised did not have a significant impact on the Companies combined financial statements because the impact was limited to additional disclosure.



Kodak Polychrome Graphics  

Notes to Combined Financial Statements  

December 31, 2004, 2003, and 2002  

(amounts in thousands, unless otherwise noted) 11

In November 2004, the FASB issued SFAS No. 151, Inventory Costs (“SFAS 151”). SFAS 151 requires that abnormal amounts of idle facility expense, freight,
handling costs, and spoilage, be charged to expense in the period they are incurred rather than capitalized as a component of inventory costs. Statement 151 is
effective for inventory costs incurred in fiscal periods beginning after June 15, 2005. The adoption of this standard may result in higher expenses in periods where
production levels are lower than normal ranges of production. Because actual future production levels are subject to many factors, including demand for the
Companies’ products, the Companies cannot determine if the adoption of SFAS 151 will have a material impact on future results of operations.

3. Accounts and Notes Receivable

Accounts and notes receivable, net consisted of the following at December 31, 2004 and 2003:

  2004  2003  

    
Accounts and notes receivable  $ 382,846 $ 373,313 
Allowance for doubtful accounts   (39,741)  (31,849)
    
Accounts and notes receivable, net  $ 343,105 $ 341,464 

    

The Companies sell to customers in a variety of markets and geographies around the world.  Receivables arising from these sales are generally not collateralized. 
The Companies perform ongoing credit evaluations of their customers’ financial conditions.  

The Companies had one customer that accounted for approximately 9%, 10% and 15% of net sales for the years ended December 31, 2004, 2003, and 2002,
respectively. Receivables from this customer were approximately 5% and 6% of net accounts receivable for the years ended December 31, 2004 and 2003,
respectively.

4. Inventories

Inventories consisted of the following at December 31, 2004 and 2003:

  2004  2003  

    
Finished goods  $ 165,146 $ 148,758 
Work in process   22,312  31,022 
Raw materials and supplies   34,924  35,786 

    
Inventories  $ 222,382 $ 215,566 
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5. Property, Plant and Equipment

Property, plant and equipment, net consisted of the following at December 31, 2004 and 2003:

  2004  2003  

    
Land and improvements  $ 9,636 $ 10,634 
Buildings   87,718  80,537 
Machinery and equipment   421,135  371,807 
Customer loaned equipment   119,946  111,787 
Computer equipment and software   65,956  92,854 
Furniture and fixtures   33,503  27,085 
Leasehold improvements   18,410  18,407 
Construction in progress   19,686  18,667 

    
   775,990  731,778 
Less - accumulated depreciation   (489,235)  (471,490)
    

Property, plant and equipment, net  $ 286,755 $ 260,288 

    

Depreciation expense for the years ended December 31, 2004, 2003, and 2002 was $66.2 million, $89.9 million, and $77.8 million, respectively.

6. Goodwill and Intangible Assets

The gross carrying amount and accumulated amortization of goodwill and intangible assets as of December 31, 2004 and 2003, are as follows:

  2004  2003  

    

  
Gross

Amount  
Accumulated
Amortization  Net  

Gross
Amount  

Accumulated
Amortization  Net  

        
Goodwill  $ 60,251 $ (2,850) $ 57,401 $ 54,633 $ (2,850) $ 51,783 

        
Patents   7,742  (3,096)  4,646  7,855  (2,240)  5,615 
Unpatented technology   9,170  (2,145)  7,025  8,400  (1,120)  7,280 
Other   5,273  (1,432)  3,841  5,100  (1,074)  4,026 

        
Intangible assets   22,185  (6,673)  15,512  21,355  (4,434)  16,921 

        
Total goodwill and intangible assets  $ 82,436 $ (9,523) $ 72,913 $ 75,988 $ (7,284) $ 68,704 

        

Amortization expense for the years ended December 31, 2004, 2003, and 2002 was approximately $2.6 million, $1.7 million, and $1.5 million, respectively. 
Amortization expense, based on the current intangible assets, is estimated to be approximately $2.1 million annually from 2005 through 2007, approximately $1.9
million in 2008, and approximately $1.7 million in 2009.
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Changes in goodwill balances, net of accumulated amortization, were as follows:

  2004  2003  

    
Balance - January 1  $ 51,783 $ 48,896 
Acquisitions / purchase accounting adjustments   5,312  2,127 
Foreign exchange and other   306  760 

    
Balance - December 31  $ 57,401 $ 51,783 

    

7. Accrued Expenses

This balance sheet caption includes accrued employment-related liabilities of approximately $59.9 million and $51.4 million and accrued income taxes of
approximately $23.8 million and $24.1 million at December 31, 2004 and 2003, respectively. Also included in this caption are accruals for customer rebates and
returns, restructuring and exit activities (see footnote 8), and various other sundry items.

8. Restructuring and Other Items

In 2004, 2003, and 2002, the Companies recorded charges for severance and other exit costs.  These charges were recognized and measured, initially at fair value,
as the related liability was incurred.  Specific actions included the reorganization of information technology support, manufacturing, research and development,
sales, distribution and service operations and the consolidation of sales offices, manufacturing facilities and distribution centers.  The Companies initiated these
actions to improve operational effectiveness and efficiency and reduce operational expenses worldwide. 

Total cash requirements of the restructuring charges and other items recorded in 2004 and 2003 are estimated to be approximately $9.5 million and $10.2 million
(net of cash received from asset sales), respectively.  Of the aggregated $19.7 million, approximately $11.1 million and $7.5 million were paid during 2004 and
2003, respectively.  The remaining accrual amounts at December 31, 2004 will be paid over the next year. Through December 31, 2004, the majority of personnel
reductions related to the above actions were made and the Companies estimate that remaining actions will be completed in 2005. No additional charges are
expected to be incurred for actions taken in 2004.

The major components of the restructuring and other items as a result of the committed actions are as follows:

  2004  2003  2002  

     
Severance and related costs  $ 4,539 $ 10,136 $ 8,442 
Non-cash asset write-downs   239  160  2,822 
Facility shutdown costs   757  305  2,640 
Information technology contract termination   3,208  —    —   
Other exit costs   1,006  (243)  596 

     
Total  $ 9,749 $ 10,358 $ 14,500 
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An analysis of the accrued liability balances related to 2004, 2003 and prior charges is as follows:

  2004  2003  

    
Balance - January 1  $ 10,715 $ 13,853 
Adjustments to prior years actions   224  (569)
Current year actions   9,525  10,927 
Noncash charges   (477)  (811)
Cash payments   (11,490)  (14,024)
Foreign currency   69  1,339 

    
Balance - December 31  $ 8,566 $ 10,715 

    

9. Income Taxes

Components of the income before income taxes for the years ended December 31, 2004, 2003, and 2002 were as follows:

  2004  2003  2002  

     
Non-U.S.  $ 159,091 $ 127,430 $ 57,689 
U.S.   (430)  (24,166)  (18,590)
     

Total  $ 158,661 $ 103,264 $ 39,099 

     

Components of the income tax provision (benefit) for the years ended December 31, 2004, 2003, and 2002 were as follows:

  2004  2003  2002  

     
Current:           

Non-U.S.  $ 44,771 $ 34,492 $ 14,262 
Deferred:           

Non-U.S.   9,091  (1,670)  2,699 

     
Total  $ 53,862 $ 32,822 $ 16,961 

     

The effective tax rates differ from the statutory federal income tax rate of 35% for 2004, 2003, and 2002 primarily due to the treatment of the U.S. Joint Venture
as a partnership for tax purposes and foreign earnings and losses of the Non-U.S. Joint Venture being taxed and benefited at different rates.   In 2004, the Non-
U.S. Joint Venture recognized $4.9 million of additional deferred tax expense attributable to certain prior year tax matters.
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The significant components of deferred tax assets at December 31, 2004 and 2003 were as follows:

  2004  2003  

    
Deferred tax assets:        

Goodwill  $ 13,560 $ 12,531 
Restructuring and other items   8,395  4,589 
Net operating loss carryforwards   23,707  43,920 
Foreign currency exchange   2,942  9,754 
Bad debt reserve   6,140  4,881 
Other   14,667  11,501 

    
   69,411  87,176 

Valuation allowance   (14,185)  (27,529)
    

Total net deferred tax assets  $ 55,226 $ 59,647 

    

The net deferred tax assets at December 31, 2004 and 2003 were classified as follows:

  2004  2003  

    
Prepaid expenses and other current assets  $ 22,496 $ 12,009 
Other assets   32,730  47,638 

    
  $ 55,226 $ 59,647 

    

Of the $23.7 million deferred tax asset relating to the Non-U.S. Joint Venture’s net operating loss carryforwards,  $14.2 million is subject to an unlimited
carryover period.  The remaining net operating loss carryforwards expire in various years through 2011.

A valuation allowance of $14.2 million and $27.5 million at December 31, 2004 and 2003, respectively, was established for deferred tax benefits related to certain
net operating loss carryforwards and nonrecurring charges that more likely than not will not be realized.  Realization of the net deferred tax asset is dependent on
the generation of sufficient future taxable income in certain non-U.S jurisdictions.  Although realization is not assured, management believes it is more likely than
not that the net deferred tax asset will be realized.

The valuation allowance increased (decreased) by ($5.8) million and by $3.1 million in 2004 and 2003, respectively.  Management considered projected future
taxable income and tax planning strategies in making this assessment.  Based on current taxable income and projections for future taxable income over the
periods that the deferred tax assets are deductible, management believes that it is more likely than not that the Non-U.S. Joint Venture will realize the benefits of
these deductible differences, net of valuation allowances, as of December 31, 2004.

Provision has not been made for income taxes on the excess of the financial reporting amounts over the income tax bases of the Non-U.S. Joint Venture’s
investments in foreign subsidiaries that are essentially permanent in duration.  The income tax obligation attributable to such excess amounts are not practicably
determinable as of December 31, 2004.
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10. Debt

Debt consisted of the following at December 31, 2004 and 2003:

  2004  2003  

    
Short-term borrowings:        

Term loan, current portion  $ 3,729 $ —   
Revolving credit facility   56,000  —   
Working capital facilities and other   9,822  2,255 

    
  $ 69,551 $ 2,255 

    
Long-term borrowings:        

Term loan  $ 16,204 $ —   
Revolving credit facility   —    99,441 
Other   582  716 

    
  $ 16,786 $ 100,157 

    

The aggregate annual maturities of the long-term borrowings for the five years subsequent to December 31, 2004 are $3.8 million in 2005, $4.0 million in 2006,
$4.7 million in 2007, $4.2 million in 2008, and $3.7 million in 2009.

In December 2004, the Companies entered into term loan agreements with Bank of Tokyo-Mitsubishi and Mizuho Bank, as a means to finance the purchase of
certain manufacturing assets that had been leased. Both loans terminate on January 19, 2009. The weighted average interest rate (including the effects of an
interest rate swap) for the year ended December 31, 2004 was 6.40%.

The Companies maintain a revolving credit facility (the “Facility”) with a syndicate of banks. Under the $320.0 million Facility, the U.S. Joint Venture may
borrow up to $225.0 million and the Non-U.S. Joint Venture may borrow up to $95.0 million.  The Facility terminates and the outstanding principal becomes due
and payable on December 31, 2005.  Commitment fees of 0.125% per annum are payable based on the average daily-unused committed borrowings.  Borrowings
may be made in U.S. dollars, euros, British pounds sterling, Japanese yen or Canadian dollars at rates computed under a selection of rate formulas including
prime or Eurocurrency rates.

The resulting weighted average interest rates on outstanding borrowings under the Facility (including the effects of an interest rate swap) for the years ended
December 31, 2004 and 2003 were 2.32% and 4.29%, respectively.  Among other restrictions, the Facility contains a covenant requiring a minimum tangible net
worth of $400.0 million as defined in the agreement. At December 31, 2004 and 2003, the Companies were in compliance with all covenants.  The Companies’
obligation under the Facility is fully guaranteed by Kodak and Sun Chemical. As the Facility terminates on December 31, 2005, the amount outstanding at
December 31, 2004 has been classified under short-term borrowings.

The Companies maintain several short-term working capital facilities that provide for borrowings up to $69.6 million and $58.1 million. These facilities expire at
various dates through 2004, and can be renewed at mutual agreement of both parties. The weighted average interest rates on the aggregate of these outstanding
borrowings for the years ended December 31, 2004 and 2003 were 3.60% and 2.14%, respectively.

Cash overdrafts of $1.1 million were included in short-term debt as of December 31, 2003. No overdrafts existed as of December 31, 2004.

All borrowings are recorded at face value, which approximates fair value.
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11. Business Acquisitions and Investments

During 2004, the Companies paid approximately $9.3 million relating to acquisitions and investments. The most significant of these was the May 2004
acquisition of the graphics art business of Real Time Images (“RTI”).

Under the terms of the agreement, the Companies acquired RTI’s suite of RealTimeProof products for web-based, collaborative proofing and approval
management. The total consideration approximated $6.5 million, the majority of which has been allocated to goodwill and intangible assets. The operating results
for this business, which were not significant in the year of acquisition, were included in the Companies’ combined statements of operations beginning on May 13,
2004.

On December 1, 2002, the Non-U.S. Joint Venture acquired the Japanese plate business of Mitsubishi Chemical Company (“MCC”). Under terms of the
agreement, the Non-U.S. Joint Venture obtained the right to manufacture and sell products to MCC’s customers and dealers in Japan, as well as the right to sell
products through the MCC channel and to customers in Asia.  A portion of the consideration was in the form of annual minimum payments of 60 million
Japanese yen (approximately $0.5 million) and is payable to MCC for three years following the closing date.  In addition, contingent consideration may be made
over the three year period based upon a percentage of the net sales from this business. The initial purchase price of approximately $2.5 million, which was
allocated to goodwill, included the annual minimum payments for three years plus the Companies’ estimate of contingent consideration. In 2004 and 2003, $0.8
million and $0.5 million, respectively, was paid to MCC, with the residual to be paid in 2005. The operating results for this business, which were not significant
in the year of acquisition, were included in the Companies’ combined statements of operations beginning on December 1, 2002.

12. Pension Benefits

The U.S. Joint Venture sponsors a defined contribution plan (401k) for its U.S. employees.  This plan allows participants to make contributions ranging from 1%
to 18% of their compensation, subject to certain limitations.  The U.S. Joint Venture makes matching contributions of 50% of the first 6% of compensation
contributed by the participant.  The U.S. Joint Venture also contributes 2% of a participant’s annual compensation.  The U.S. Joint Venture recognized $3.5
million, $3.6 million, and $4.0 million, of operating expenses related to this defined contribution plan in 2004, 2003, and 2002, respectively.

The Companies sponsor various other retirement benefit arrangements, some of which are considered to be defined benefit plans for financial reporting purposes. 
The aggregate projected benefit obligation, fair value of plan assets, funded status and the net amount recognized for the significant defined benefit plans at
December 31, 2004 and 2003 were as follows:

  2004  2003  

    
Projected benefit obligation  $ 104,111 $ 79,745 
Fair value of plan assets   84,653  69,087 

    
Funded status  $ (19,458) $ (10,658)

    
Accrued benefit cost  $ 13,029 $ 7,618 
Prepaid benefit cost  $ 2,525 $ 904 
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The benefit cost, employer contributions and benefits paid for these plans for the years ended December 31, 2004 and 2003 were as follows:

  2004  2003  

    
Benefit cost  $ 5,151 $ 2,630 
Employer contributions  $ 4,302 $ 3,669 
Benefits paid  $ 1,080 $ 1,395 

Assumptions used in accounting for these plans as of December 31, 2004 and 2003 were as follows (based upon a weighted average of the various plans):

  2004  2003  

    
Discount rates   5.26%  5.49%
Rates of increase in compensation levels   2.31%  2.95%
Expected long-term rate of return on assets   4.50%  4.58%

The weighted average asset allocations at December 31, 2004 and 2003, by asset category are as follows:

  2004  2003  

    
Equity Securities   39%  36%
Debt Securities   56%  59%
Other   5%  5%
    
Total   100%  100%

    

The Companies expect to contribute $2.3 million to its defined benefit plans in 2005. The following benefit payments, which reflect expected future service, as
appropriate, are expected to be paid:

2005  $ 1,305 
2006   1,502 
2007   1,795 
2008   2,016 
2009   2,479 
Thereafter   15,395 

   
  $ 24,492 

   

  
13. Financial Instruments

Foreign Exchange Risk Management
The Non-U.S. Joint Venture enters into foreign currency exchange contracts to hedge forecasted purchases and payables denominated in foreign currencies for
periods consistent with the identified exposures.  The purpose of hedging activities is to minimize the effect of foreign exchange rate movements on costs and on
the cash flows which the Non-U.S. Joint Venture receives from foreign subsidiaries. The foreign currency exchange contracts are principally denominated in
euros and yen.  At December 31, 2004 and 2003, the Non-U.S. Joint Venture had forward contracts outstanding with an aggregate notional amount of $91.4
million and $142.2 million,
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respectively, and a deferred fair market value loss before tax of $6.8 million (or $6.2 million after-tax) and $13.3 million (or $12.8 million after-tax), respectively. 
These losses have been recorded in accrued expenses and other liabilities on the balance sheet. As of December 31, 2004 and 2003, the maximum length of time
over which the Non-U.S. Joint Venture is hedging its exposure to variability in future cash flows was twelve and eighteen months, respectively.

During 2004 and 2003, the Non-U.S. Joint Venture recorded the change in fair value to accumulated other comprehensive income (loss) and reclassified to
earnings a portion of the loss from accumulated other comprehensive income (loss) when the hedged transactions affected earnings. During 2004 and 2003,
before tax loss of $13.1 million and $9.4 million, respectively, were reclassified into operating results as realized.

Interest Rate Risk Management
In connection with the formation of the joint ventures, the U.S. Joint Venture was assigned an interest rate swap agreement from Sun Chemical.  The interest rate
swap was entered into to fix the variable rental expense associated with a pre-formation sale/leaseback transaction.  This lease was being accounted for as an
operating lease and obligated the U.S. Joint Venture to pay interest at a fixed annual rate of 6.4% through December 31, 2007.  On December 19, 2004 the U.S.
Joint Venture terminated the operating lease by purchasing the leased assets and converting the debt obligation to a term loan. The underlying debt obligation
exactly matches the obligation that was in place under the terminated lease, and the swap was retained without change. As of December 31, 2004 and 2003, the
swap, which is being accounted for as a cash flow hedge of the future interest payments, had a notional amount of $19.9 million and $23.2 million and a fair
value loss of $1.5 million and $2.6 million, respectively.  As a result of the swap, the U.S. Joint Venture made incremental rental payments of $1.0 million and
$1.4 million in 2004 and 2003, respectively.

The U.S. Joint Venture has entered into interest rate swap agreements to mitigate the risk of fluctuations in interest rates related to its variable rate credit facility. 
The agreements, which expire on December 31, 2005, obligate the U.S. Joint Venture to pay a fixed rate of interest of 2.60%, and will receive a floating rate of
U.S. LIBOR plus 0.70%. As of December 31, 2004 and 2003, the swaps, which are being accounted for as a cash flow hedge of its future interest payments under
the credit facility, had a notional value of $44.0 million and $49.0 million, respectively.  As of December 31, 2004 and 2003, the swaps had a fair value gain of
$0.5 million and $0.1 million, respectively.

Over the next twelve months, the U.S. Joint Venture expects to reclassify $0.3 million to interest expense as the hedged transactions occur.  During 2004, 2003,
and 2002, $0.2 million, $2.7 million, and $3.5 million was reclassified to interest expense and $1.0 million, $1.4 million, and $1.8 million was reclassified to
operating expenses, respectively.

14. Related Party Transactions

In connection with the formation of the joint ventures, the Companies entered into separate product supply agreements with Kodak, which provide that Kodak
will manufacture and supply graphic arts film, digital equipment and other related graphic arts supplies to the Companies.  The Companies have the exclusive
right to distribute certain of these products.  The agreements generally have terms of ten years with automatic five-year extensions unless terminated.  Total
purchases made by the Companies in accordance with these agreements in 2004, 2003, and 2002 were $257.9 million, $262.0 million, and $308.0 million,
respectively, and are included in cost of sales or inventory as appropriate.  The outstanding amounts due under these agreements are included in due to affiliates
on the Companies’ combined balance sheets.
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The U.S. Joint Venture entered into trademark license agreements with Kodak and Sun Chemical.  Under these agreements, the U.S. Joint Venture must pay an
annual royalty of two percent of sales for products manufactured and sold by the Companies which use certain licensed trademarks, tradenames and servicemarks
of Kodak or Sun Chemical.  The aggregate amount of royalty obligation incurred under these agreements in 2004, 2003, and 2002 was $19.4 million, $17.1
million, and $14.6 million, respectively, and is included in trademark royalty on the Companies’ combined statement of operations.  The outstanding amounts due
under these agreements are included in due to affiliates on the Companies’ combined balance sheets.

Kodak and Sun Chemical each provide certain support services to the Companies under agreements entered into in connection with the establishment of the joint
ventures.  These agreements had a term of one year with optional extensions for successive one-year periods.  The aggregate amounts incurred under these
agreements in 2004, 2003, and 2002 were $1.1 million, $1.4 million, and $0.9 million, respectively, and are included in operating expenses.  The outstanding
amounts due under these agreements are included in due to affiliates on the Companies’ combined balance sheets.

Kodak also provides research and development services to the Companies under an agreement entered into with the U.S. Joint Venture.  This agreement may be
extended, by mutual agreement of the parties, along with the supply agreements mentioned above to the extent the research and development activities relate to
those products under these extended supply agreements.  The aggregate amounts incurred under this agreement in 2004, 2003, and 2002 were $7.7 million, $9.7
million, and $14.6 million, respectively.  The outstanding amounts due under these agreements are included in due to affiliates on the Companies’ combined
balance sheets.

Due from affiliates in the combined balance sheets relates to receivables from the parent of Sun Chemical who acts as the distributor of the Companies’ products
in Japan. Sales to this entity represented approximately 8% of net sales for the years ended December 31, 2004 and 2003, respectively.

15. Commitments and Contingencies

Legal Proceedings
The Companies are involved in various claims and legal actions arising in the ordinary course of business.  In the opinion of management, the ultimate disposition
of these matters will not have a material adverse effect on the Companies’ combined financial position, results of operations or liquidity.

Environmental Matters
The Companies are subject to federal, state, local and foreign laws and regulations relating to the environment.  These laws generally provide for control of
pollutants released into the environment and require responsible parties to undertake remediation of hazardous waste disposal sites.  Penalties may be imposed for
noncompliance.

The Companies are involved in corrective actions at some of their manufacturing facilities.  The Companies consider a broad range of information when
determining the amount of their remediation accruals including indemnifications provided from Sun Chemical and Kodak on environmental matters that existed
prior to the formation of Kodak Polychrome Graphics.  These accruals are updated as additional technical and legal information becomes available; however, at
certain sites, the Companies are unable to assess and quantify the ultimate extent of their responsibility for study and remediation costs. The major facility for
which reserves have been established is in Weatherford, Oklahoma.  This facility was acquired on December 31, 2001 from Imation Corp.  At December 31, 2004
and 2003, accrued liabilities for remediation efforts in Weatherford totaled $4.1 million and $4.2 million, respectively.

Guarantees
The U.S Joint Venture has provided guarantees for the performance of equipment lease obligations by certain customers.  The maximum exposure under these
guarantees was $3.9 million and $3.3 million at December 31, 2004 and 2003, respectively.  The Companies maintain recourse provisions up to the fair market
value of the equipment being leased, which potentially reduces the maximum guarantee.  Given these recourse provisions, a liability of $2.3 million and $1.7
million had been recorded at December 31, 2004 and 2003, respectively.
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Indemnifications
The Companies enter into agreements in the ordinary course of business with, among others, customers, resellers, and distributors. Most of these agreements
require the Companies to indemnify the other party against third party claims alleging that a Kodak Polychrome Graphics’ product infringes a patent or copyright.
Certain of these agreements require the Companies to indemnify the other party against certain claims relating to property damage, personal injury or acts or
omissions of the Companies, its employees, agents or representatives.

The Companies have agreements with certain vendors, financial institutions, lessors and service providers pursuant to which they have agreed to indemnify the
other party for certain matters, such as acts and omissions of the Companies, their employees, agents or representatives.

The Companies have procurement or license agreements with respect to technology that is used in Kodak Polychrome Graphics’ products and agreements in
which they obtain rights to a product from an original equipment manufacturer. Under certain of these agreements, the Companies have agreed to indemnify the
supplier for certain claims that may be brought against such party with respect to the Companies’ acts or omissions relating to the supplied products or
technologies.

The Companies have agreements with each of its directors and executive officers to indemnify such director or executive officer, to the extent legally permissible,
against all liabilities reasonably incurred in connection with any action in which such individual may be involved by reason of such individual being or having
been a director or officer of Kodak Polychrome Graphics.

In connection with certain acquisitions, the Companies have agreed to indemnify the seller for certain matters, such as breaches of representations and warranties.
These indemnities vary in length of time.

The Companies believe that the maximum potential future payments that the Companies could be required to make under these above mentioned
indemnifications are not determinable at this time, as any future payments would be dependent on the type and extent of the related claims, and all relevant
defenses to the claims, including statutes of limitation, which are not estimable. To date any such payments have been insignificant.

Commitments
Lease commitments under noncancelable operating leases, primarily relating to facilities, extending for one year or more will require the following future
payments:

2005  $ 20,193 
2006   11,429 
2007   9,799 
2008   7,378 
2009 and beyond   8,181 

   
  $ 56,980 

   

Rental expense for all cancelable and noncancelable operating leases was approximately $30.6 million, $30.9 million, and $32.6 million for the years ended
December 31, 2004, 2003, and 2002, respectively.
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Product Warranties
The Companies have warranty obligations in connection with the sale of certain equipment. The original warranty period for equipment products is generally one
year or less. The costs incurred to provide for these warranty obligations are estimated and recorded as an accrued liability at the time of sale, with the
corresponding offset recorded to cost of sales in the statement of operations. The Companies estimate their warranty cost at the point of sale for a given product
based on historical failure rates and related costs to repair.

Warranty costs accrued and charged against the warranty reserve as of December 31, 2004 and 2003 were as follows:

  2004  2003  

    
Balance - January 1  $ 1,983 $ 1,562 
Current year accrual   2,941  2,472 
Amounts charged to the accrual   (2,966)  (2,051)
    
Balance - December 31  $ 1,958 $ 1,983 

    

16. Subsequent Events (unaudited)

Sun Chemical Redemption
As of April 1, 2005, Kodak acquired 100% of the equity interest in Kodak Polychrome Graphics through redemption of Sun Chemical’s 50% interest (the
“Redemption”).

Kodak has agreed to pay Sun Chemical an aggregate consideration of $816.5 million, of which $316.5 million was paid on April 1, 2005, $200 million will be
paid in September 2006 and $50 million will be paid in each of September 2008 through 2013.

The Redemption agreement includes a non-compete covenant, pursuant to which Sun Chemical has agreed not to engage in the lithographic plate business or the
proofing business for a period of three years following the closing date, with certain exceptions. Sun Chemical has also agreed not to solicit, recruit or hire any
officer, director or employee of Kodak Polychrome Graphics for a period of two years following the closing date, with certain exceptions.

Financing Arrangements
Pursuant to the Redemption noted above, the $320 million Facility referred to in footnote 9, was lowered to $160 million and Sun Chemical was removed as a
guarantor. The interest rate swap relating to the facility, referenced in footnote 12, was settled on April 1, 2005.

Subsequent to the Redemption, the term loans entered into during 2004 were paid in their entirety ($16.2 million) and the related interest rate swap was settled.
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Kodak Polychrome Graphics  

Combined Balance Sheets (Unaudited)  

(amounts in thousands) 2

  March 31, 2005  December 31, 2004  

    
Assets        
Current assets:        

Cash and cash equivalents  $ 313,113 $ 258,955 
Accounts and notes receivable, net   343,821  343,105 
Due from affiliates   32,182  36,059 
Inventories (Note 4)   211,609  222,382 
Prepaid expenses and other current assets   53,261  48,023 

    
Total current assets   953,986  908,524 

Property, plant and equipment, net   272,703  286,755 
Goodwill and intangible assets, net (Note 5)   73,085  72,913 
Other assets   37,909  41,748 

    
Total assets  $ 1,337,683 $ 1,309,940 

    
Liabilities and Shareholders’ Equity        
Current liabilities:        

Short-term borrowings  $ 135,230 $ 69,551 
Accounts payable   128,021  118,202 
Accrued expenses (Note 6)   221,789  245,235 
Due to affiliates   12,807  24,765 

    
Total current liabilities   497,847  457,753 

Long-term debt   484  16,786 
Other liabilities   36,208  43,694 

    
Total liabilities   534,539  518,233 

Commitments and contingencies (Note 8)        
Shareholders’ equity:        

Capital surplus   634,243  634,243 
Retained earnings   105,800  73,924 
Accumulated other comprehensive income   63,101  83,540 

    
Total shareholders’ equity   803,144  791,707 

    
Total liabilities and shareholders’ equity  $ 1,337,683 $ 1,309,940 

    

See accompanying notes to unaudited combined financial statements



Kodak Polychrome Graphics  

Combined Statements of Operations (Unaudited)  

(amounts in thousands) 3

  For the Quarter Ended March 31,  

   
  2005  2004  

    
Net sales  $ 438,847 $ 424,501 
Cost of sales   290,066  287,651 

    
Gross profit   148,781  136,850 

Operating expenses   81,402  87,435 
Research and development   8,679  8,725 
Trademark royalty with related parties   5,164  4,282 
Restructuring and other items   152  4,342 

    
Income before interest and income taxes   53,384  32,066 

Interest income   (2,409)  (1,000)
Interest expense   1,887  712 

    
Income before income taxes   53,906  32,354 

Income taxes   20,019  10,703 

    
Net income  $ 33,887 $ 21,651 

    

See accompanying notes to unaudited combined financial statements



Kodak Polychrome Graphics  

Combined Statements of Cash Flows (Unaudited)  

(amounts in thousands) 4

  For the Quarter Ended March 31,  

   
  2005  2004  

    
Cash flows from operating activities:        

Net income  $ 33,887 $ 21,651 
Adjustments to reconcile net income to net cash provided by operating activities:        

Depreciation and amortization   16,996  17,376 
Deferred income taxes   1,432  1,557 
Loss on disposal of assets   607  223 
Changes in assets and liabilities, net of effects of acquisitions:        

Accounts and notes receivable   (13,050)  22 
Inventories   6,747  (3,722)
Prepaid expenses and other assets   (4,371)  (2,281)
Accounts payable   12,366  1,331 
Accrued expenses   (23,473)  (15,609)
Due to affiliates, net   (8,492)  (19,704)
Other liabilities   (705)  2,483 

    
Net cash provided by operating activities   21,944  3,327 

    
Cash flows from investing activities:        

Capital expenditures   (9,664)  (9,573)
Business acquisitions and investments   (298)  (248)
    

Net cash used in investing activities   (9,962)  (9,821)
    

Cash flows from financing activities:        
Net decrease in long-term borrowings, including current portion of long-term debt   (98)  (21,617)
Net increase in short-term borrowings   49,730  2,342 
Dividends paid to shareholders   (2,011)  —   
    

Net cash provided by (used in) financing activities   47,621  (19,275)
    

Effects of exchange rate changes on cash   (5,445)  (2,084)
    

Net increase (decrease) in cash and cash equivalents   54,158  (27,853)
Cash and cash equivalents, at beginning of year   258,955  174,209 

    
Cash and cash equivalents, at end of quarter  $ 313,113 $ 146,356 

    

See accompanying notes to unaudited combined financial statements



Kodak Polychrome Graphics  

Notes to Combined Financial Statements (Unaudited)  

March 31, 2005 and December 31, 2004  

(amounts in thousands, unless otherwise noted) 5

1. Business and Operations

Kodak Polychrome Graphics Company Ltd. (the “Non-U.S. Joint Venture”) and Kodak Polychrome Graphics LLC (the “U.S. Joint Venture”) (collectively,
“Kodak Polychrome Graphics” or the “Companies”) are separate and independent joint ventures formed by Eastman Kodak Company (“Kodak”) and Sun
Chemical Group, B.V. (“Sun Chemical”).  Kodak and Sun Chemical each own 50% of both joint ventures.  To establish the Companies, Kodak and Sun Chemical
each contributed net assets and certain liabilities of their former graphic arts businesses on January 1, 1998 at their historical carrying amounts.  The Board of
Directors of each joint venture is comprised of six directors, three appointed by Sun Chemical and three appointed by Kodak.  The joint venture agreements,
which commenced on January 1, 1998, are in effect for an initial term of ten years and are subject to automatic extensions for successive five-year terms.  As
noted in footnote 10, Kodak acquired 100% equity interest in Kodak Polychrome Graphics on April 1, 2005.

The Companies primarily manufacture and distribute a wide range of lithographic plates and distribute Kodak-branded graphic arts film and digital proofing
products to the pre-press and printing industry.

2. Basis of Financial Statement Presentation and Principles of Combination

The combined financial statements of the Companies include the financial statements of the U.S. Joint Venture and the Non-U.S. Joint Venture and its direct and
indirect majority owned subsidiaries as these Companies are under common management.  These financial statements have been prepared on the basis of
accounting principles generally accepted in the United States of America.  All intercompany balances and transactions have been eliminated in combination.

The combined interim financial statements are unaudited, and certain information and footnote disclosure related thereto normally included in financial
statements prepared in accordance with accounting principles generally accepted in the United States of America have been omitted in accordance with Rule 10-
01 of Regulation S-X. In the opinion of management, the accompany unaudited combined financial statements were prepared following the same policies and
procedures used in the preparation of the audited financial statements and reflect all adjustments (consisting of normal recurring adjustments) necessary to present
fairly the results of operations, financial position, and cash flows of the Companies. The results of operations for the interim periods are not necessarily indicative
of the results of the entire fiscal year. These combined financial statements should be read in conjunction with the Companies’ financial statements for the years
ended December 31, 2004, 2003 and 2002.

3. Recently Issued Accounting Standards

In November 2004, the FASB issued SFAS No. 151, Inventory Costs (“SFAS 151”). SFAS 151 requires that abnormal amounts of idle facility expense, freight,
handling costs, and spoilage, be charged to expense in the period they are incurred rather than capitalized as a component of inventory costs. Statement 151 is
effective for inventory costs incurred in fiscal periods beginning after June 15, 2005. The adoption of this standard may result in higher expenses in periods where
production levels are lower than normal ranges of production. Because actual future production levels are subject to many factors, including demand for the
Companies’ products, the Companies cannot determine if the adoption of SFAS 151 will have a material impact on future results of operations.



Kodak Polychrome Graphics  

Notes to Combined Financial Statements (Unaudited)  

March 31, 2005 and December 31, 2004  

(amounts in thousands, unless otherwise noted) 6

4. Inventories

Inventories consisted of the following at March 31, 2005 and December 31, 2004:

  March 31, 2005  December 31, 2004  

    
Finished goods  $ 153,977 $ 165,146 
Work in process   21,155  22,312 
Raw materials and supplies   36,477  34,924 

    
Inventories  $ 211,609 $ 222,382 

    

5. Goodwill and Intangible Assets

The gross carrying amount and accumulated amortization of goodwill and intangible assets as of March 31, 2005 and December 31, 2004, are as follows:

  March 31, 2005  December 31, 2004  

    

  
Gross

Amount  
Accumulated
Amortization  Net  

Gross
Amount  

Accumulated
Amortization  Net  

        
Goodwill  $ 60,979 $ (2,850) $ 58,129 $ 60,251 $ (2,850) $ 57,401 

        
Patents   7,628  (3,206)  4,422  7,742  (3,096)  4,646 
Unpatented technology   9,170  (2,339)  6,831  9,170  (2,145)  7,025 
Other   5,273  (1,570)  3,703  5,273  (1,432)  3,841 

        
Intangible assets   22,071  (7,115)  14,956  22,185  (6,673)  15,512 

        
Total goodwill and intangible assets  $ 83,050 $ (9,965) $ 73,085 $ 82,436 $ (9,523) $ 72,913 

        

Amortization expense for the quarters ended March 31, 2005 and 2004 was approximately $0.5 million and $1.1 million, respectively.  Amortization expense,
based on the current intangible assets, is estimated to be approximately $1.6 million for the remainder of 2005, approximately $2.1 million in 2006 and 2007,
approximately $1.9 million in 2008, and approximately $1.7 million in 2009.

Changes in goodwill balances, net of accumulated amortization, from December 31, 2004 to March 31, 2005, were as follows:

Balance - December 31, 2004  $ 57,401 
Purchase accounting adjustments   970 
Foreign exchange and other   (242)
   
Balance - March 31, 2005  $ 58,129 

   



Kodak Polychrome Graphics  

Notes to Combined Financial Statements (Unaudited)  

March 31, 2005 and December 31, 2004  

(amounts in thousands, unless otherwise noted) 7

6. Accrued Expenses

This balance sheet caption includes accrued customer rebates of approximately $56.6 million and $65.4 million and employment-related liabilities of
approximately $48.3 million and $59.9 million at March 31, 2005 and December 31, 2004, respectively. Also included in this caption are accruals for income
taxes, customer returns, restructuring and exit activities, and various other sundry items.

7. Restructuring and Other Items

Changes in restructuring reserves from December 31, 2004 to March 31, 2005, were as follows:

Balance - December 31, 2004  $ 8,566 
Adjustments to prior years actions   (10)
Current year actions   162 
Noncash charges   (216)
Cash payments   (1,186)
Foreign currency   (234)
   
Balance - March 31, 2005  $ 7,082 

   

8. Commitments and Contingencies

Legal Proceedings
The Companies are involved in various claims and legal actions arising in the ordinary course of business.  In the opinion of management, the ultimate disposition
of these matters will not have a material adverse effect on the Companies’ combined financial position, results of operations or liquidity.

Environmental Matters
The Companies are subject to federal, state, local and foreign laws and regulations relating to the environment.  These laws generally provide for control of
pollutants released into the environment and require responsible parties to undertake remediation of hazardous waste disposal sites.  Penalties may be imposed for
noncompliance.

The Companies are involved in corrective actions at some of their manufacturing facilities.  The Companies consider a broad range of information when
determining the amount of their remediation accruals including indemnifications provided from Sun Chemical and Kodak on environmental matters that existed
prior to the formation of Kodak Polychrome Graphics.  These accruals are updated as additional technical and legal information becomes available; however, at
certain sites, the Companies are unable to assess and quantify the ultimate extent of their responsibility for study and remediation costs. The major facility for
which reserves have been established is in Weatherford, Oklahoma.  This facility was acquired on December 31, 2001 from Imation Corp.  At both March 31,
2005 and December 31, 2004, accrued liabilities for remediation efforts in Weatherford approximated $4.1 million.

Guarantees
The U.S Joint Venture has provided guarantees for the performance of equipment lease obligations by certain customers.  The maximum exposure under these
guarantees was $3.7 million and $3.9 million at March 31, 2005 and December 31, 2004, respectively.  The Companies maintain recourse provisions which
potentially reduces the maximum guarantee.  Given these recourse provisions, a liability of $3.6 million and $2.3 million had been recorded at March 31, 2005
and December 31, 2004, respectively.



Kodak Polychrome Graphics  

Notes to Combined Financial Statements (Unaudited)  

March 31, 2005 and December 31, 2004  

(amounts in thousands, unless otherwise noted) 8

Indemnifications
The Companies enter into agreements in the ordinary course of business with, among others, customers, resellers, and distributors. Most of these agreements
require the Companies to indemnify the other party against third party claims alleging that a Kodak Polychrome Graphics’ product infringes a patent or copyright.
Certain of these agreements require the Companies to indemnify the other party against certain claims relating to property damage, personal injury or acts or
omissions of the Companies, its employees, agents or representatives.

The Companies have agreements with certain vendors, financial institutions, lessors and service providers pursuant to which they have agreed to indemnify the
other party for certain matters, such as acts and omissions of the Companies, their employees, agents or representatives.

The Companies have procurement or license agreements with respect to technology that is used in Kodak Polychrome Graphics’ products and agreements in
which they obtain rights to a product from an original equipment manufacturer. Under certain of these agreements, the Companies have agreed to indemnify the
supplier for certain claims that may be brought against such party with respect to the Companies’ acts or omissions relating to the supplied products or
technologies.

The Companies have agreements with each of its directors and executive officers to indemnify such director or executive officer, to the extent legally permissible,
against all liabilities reasonably incurred in connection with any action in which such individual may be involved by reason of such individual being or having
been a director or officer of Kodak Polychrome Graphics.

In connection with certain acquisitions, the Companies have agreed to indemnify the seller for certain matters, such as breaches of representations and warranties.
These indemnities vary in length of time.

The Companies believe that the maximum potential future payments that the Companies could be required to make under these above mentioned
indemnifications are not determinable at this time, as any future payments would be dependent on the type and extent of the related claims, and all relevant
defenses to the claims, including statutes of limitation, which are not estimable. To date any such payments have been insignificant.

Product Warranties
The Companies have warranty obligations in connection with the sale of certain equipment. The original warranty period for equipment products is generally one
year or less. The costs incurred to provide for these warranty obligations are estimated and recorded as an accrued liability at the time of sale, with the
corresponding offset recorded to cost of sales in the statement of operations. The Companies estimate their warranty cost at the point of sale for a given product
based on historical failure rates and related costs to repair.

The change in the Companies accrued warranty obligation from December 31, 2004 to March 31, 2005 was as follows:

Balance - December 31, 2004  $ 1,958 
Current year accrual   473 
Amounts charged to the accrual   (603)
   
Balance - March 31, 2005  $ 1,828 

   



Kodak Polychrome Graphics  

Notes to Combined Financial Statements (Unaudited)  

March 31, 2005 and December 31, 2004  

(amounts in thousands, unless otherwise noted) 9

9. Comprehensive Income

  For the Quarter Ended March 31,  

   
  2005  2004  

    
Net income  $ 33,887 $ 21,651 
Realized and unrealized gains on hedging activity   5,348  4,822 
Currency translation adjustments   (25,787)  (6,740)
    
Total comprehensive income  $ 13,448 $ 19,733 

    

During March 2005, a dividend of approximately $2.0 million was declared and paid in equal amounts to Kodak and Sun Chemical.

10. Subsequent Events (unaudited)

Sun Chemical Redemption
As of April 1, 2005, Kodak acquired 100% of the equity interest in Kodak Polychrome Graphics through redemption of Sun Chemical’s 50% interest (the
“Redemption”).

Kodak has agreed to pay Sun Chemical an aggregate consideration of $816.5 million, of which $316.5 million was paid on April 1, 2005, $200 million will be
paid in September 2006 and $50 million will be paid in each of September 2008 through 2013.

The Redemption agreement includes a non-compete covenant, pursuant to which Sun Chemical has agreed not to engage in the lithographic plate business or the
proofing business for a period of three years following the closing date, with certain exceptions. Sun Chemical has also agreed not to solicit, recruit or hire any
officer, director or employee of Kodak Polychrome Graphics for a period of two years following the closing date, with certain exceptions.

Additionally, certain long-term borrowings were repaid concurrent with the Redemption, and accordingly have been reflected as short-term in the accompanying
financial statements.



Exhibit 99.4

UNAUDITED PRO FORMA COMBINED CONSOLIDATED FINANCIAL STATEMENTS

On April 1, 2005, Eastman Kodak Company (“Kodak”) became the sole owner of Kodak Polychrome Graphics (“KPG”) through the redemption of Sun
Chemical Corporation’s (“Sun”) 50 percent interest in the KPG joint venture (“the acquisition”).  Under the terms of the transaction, Kodak redeemed all of Sun’s
shares in KPG by providing $317 million in cash at closing (excluding $7 million in transaction costs) and by entering into two note payable arrangements, one
that will be payable within the U.S. (“the U.S. note”) and one that will be payable outside of the U.S. (“the non-U.S. note”), that will require principal and interest
payments of $200 million in the third quarter of 2006, and $50 million annually from 2008 through 2013.  The total payments due under the U.S note and the
non-U.S. note are $100 million and $400 million, respectively.  The aggregate fair value of these note payable arrangements, which was recorded as long-term
debt in Kodak’s consolidated balance sheet as of the acquisition date, was approximately $395 million.

The unaudited pro forma combined consolidated balance sheet as of March 31, 2005 is presented to give effect to the acquisition as if it occurred on March 31,
2005 by combining the historical balance sheets of Kodak and KPG at March 31, 2005.  The unaudited pro forma combined consolidated statement of earnings
for the three months ended March 31, 2005 is presented as if the acquisition had taken place on January 1, 2005 by combining the historical results of Kodak and
KPG for the three months ended March 31, 2005.  The unaudited pro forma combined consolidated statement of earnings for the year ended December 31, 2004
is presented as if the acquisition had taken place on January 1, 2004 by combining the historical results of Kodak and KPG for the year ended December 31,
2004.

Under the purchase method of accounting, the total purchase price is allocated to the net tangible and intangible assets of KPG acquired based on their fair values
as of the date of the acquisition.  An independent valuation specialist is currently conducting a valuation in order to assist Kodak management in determining the
fair values of a significant portion of these assets.  The preliminary work performed by the independent valuation specialist has been considered in management’s
estimates of the fair values reflected in these unaudited pro forma combined consolidated financial statements.  Accordingly, the fair value of the assets acquired
and liabilities assumed is preliminary and subject to adjustment based on the final determination of fair values by management, which will consider the final
valuation prepared by the independent valuation specialist.

As indicated above, these unaudited pro forma combined consolidated financial statements have been prepared based on preliminary estimates of fair values. 
Amounts preliminarily allocated to intangible assets with indefinite and definite lives are subject to adjustment, which would result in a change in the
amortization of those intangible assets.  Therefore, the actual amounts recorded for amortization may differ from the information presented in these unaudited pro
forma combined consolidated financial statements.  In addition to the receipt of the final valuation, the impact of ongoing integration activities could result in
adjustments to the information presented.

The unaudited pro forma combined consolidated financial statements should be read in conjunction with the historical consolidated financial statements and
accompanying notes contained in Kodak’s annual report on Form 10-K for its year ended December 31, 2004, Kodak’s quarterly report on Form 10-Q for its
quarter ended March 31, 2005, KPG’s combined audited financial statements for the three years ended December 31, 2004 and the unaudited combined financial
statements for the three months ended March 31, 2005.

The unaudited pro forma combined consolidated financial statements are not intended to represent or be indicative of the combined consolidated results of
operations or financial condition of Kodak that would have been reported had the acquisition been completed as of the dates presented and should not be taken as
representative of the future combined consolidated results of operations or financial condition of Kodak.



Eastman Kodak Company
Unaudited Pro Forma Combined Consolidated Balance Sheet
as of March 31, 2005
(all amounts in millions)

  Kodak  KPG  

Total 
Pro Forma

Adjustments     
Pro Forma
Adjusted  

         
ASSETS                 

CURRENT ASSETS                 
Cash and cash equivalents  $ 1,031 $ 313  (324)  A  $ 1,020 
Receivables, net   2,281  376  (10)  B   2,647 
Inventories, net   1,330  212  6  C   1,549 
         1  D     
Deferred income taxes   582  —    20  E   597 
         (5)  F     
Other current assets   149  53  (20)  E   182  
Assets of discontinued operations   30  —    —       30 

          
Total current assets   5,403  954  (332)     6,025 

         
Property, plant and equipment, net   4,276  273  34  G   4,583 
Goodwill   1,457  73  (15)  E   1,655 
         86  H     
         54  F     
Deferred income taxes   —    —    28  E   —   
         (28)  F     
Other long-term assets   2,999  38  15  E   2,795 
         (28)  E     
         (402)  I     
         173  J     

         
TOTAL ASSETS  $ 14,135 $ 1,338 $ (415)    $ 15,058 

         
LIABILITIES AND SHAREHOLDERS’ EQUITY                 

CURRENT LIABILITIES                 
Accounts payable and other current liabilities  $ 3,584 $ 363  (26)  E  $ 3,908 
         (10)  B     
         (3)  K     
Short-term borrowings   553  135  —       688 
Accrued income taxes   573  —    26  E   599 

         
Total current liabilities   4,710  498  (13)     5,195 

OTHER LIABILITIES                 
Long-term debt, net of current portion   1,856  1  395  L   2,252 
Pension and other postretirement liabilities   3,181  —    18  E   3,199 
Other long-term liabilities   730  36  (18)  E   769 
         21  F     

         
Total liabilities   10,477  535  403     11,415 

SHAREHOLDERS’ EQUITY                 
Common stock at par   978  —    —       978 
Additional paid in capital   853  634  (634)  I   853 
Retained earnings   7,768  106  (106)  I   7,753 
         (16)  M     
         1  D     
Accumulated other comprehensive (loss) income   (115)  63  (63)  I   (115)
Unearned restricted stock   (5)  —    —       (5)
         
   9,479  803  (818)     9,464 
Less: Treasury stock at cost   5,821  —    —       5,821 

         
Total shareholders’ equity   3,658  803  (818)     3,643 

         
TOTAL LIABILITIES AND SHAREHOLDERS’

EQUITY  $ 14,135 $ 1,338 $ (415)    $ 15,058 

         

The accompanying notes to the unaudited pro forma combined consolidated financial information are an integral part of these combined consolidated financial
statements.



Eastman Kodak Company
Unaudited Pro Forma Combined Consolidated Statement of Earnings
For the three months ended March 31, 2005
(all amounts in millions, except per share data)

  Kodak  KPG  
Pro Forma

Adjustments     
Pro Forma

Results  

         
Net sales  $ 2,832 $ 439 $ (61)  N  $ 3,207 
         (3)  O     
Cost of goods sold   2,127  295  (61)  N   2,361 
         (5)  O     
         1  G     
         5  J     
         (1)  D     

         
Gross profit   705  144  (3)     846 

         
Selling, general and administrative expenses   584  81  —       665 
Research and development costs   199  9  —       208 
Restructuring costs and other   118  —   —       118 

         
(Loss) earnings from continuing operations before interest, other

income, net and income taxes   (196)  54  (3)     (145)
         
Interest expense   38  2  7  L   47 
Other income (charges), net   35  2  (21)  P   16 

         
(Loss) earnings from continuing operations before income taxes   (199)  54  (31)     (176)
         
(Benefit) provision for income taxes   (56)  20  (11)  Q   (47)
         
(Loss) earnings from continuing operations  $ (143) $ 34 $ (20)    $ (129)

         
Basic EPS from continuing operations  $ (0.50)          $ (0.45)
Diluted EPS from continuing operations  $ (0.50)          $ (0.45)
                 
Number of common shares used in:                 

Basic EPS   286.9           286.9 
Diluted EPS   286.9           286.9 

The accompanying notes to the unaudited pro forma combined consolidated financial information are an integral part of these combined consolidated financial
statements.



Eastman Kodak Company
Unaudited Pro Forma Combined Consolidated Statement of Earnings
For the year ended December 31, 2004
(all amounts in millions, except per share data)

  Kodak  KPG  
Pro Forma 

Adjustments     
Pro Forma

 Results  

         
Net sales  $ 13,517 $ 1,715 $ (258)  N  $ 14,964 
         (10)  O     
Cost of goods sold   9,548  1,171  (258)  N   10,465 
         (19)  O     
         5  G     
         21  J     
         (3)  D     

         
Gross profit   3,969  544  (14)     4,499 

         
Selling, general and administrative expenses   2,507  338  —       2,845 
Research and development costs   854  39  —       893 
Restructuring costs and other   695  10  —       705 

         
(Loss) earnings from continuing operations before interest, other

income, net and income taxes   (87)  157  (14)     56 

         
Interest expense   168  4  25  L   197 
Other income (charges), net   161  6  (53)  P   114 

         
(Loss) earnings from continuing operations before income taxes   (94)  159  (92)     (27)
         
(Benefit) provision for income taxes   (175)  54  (33)  Q   (154)
         
Earnings (loss) from continuing operations  $ 81 $ 105 $ (59)    $ 127 

         
Basic EPS from continuing operations  $ 0.28          $ 0.44 
Diluted EPS from continuing operations  $ 0.28          $ 0.44 
                 
Number of common shares used in:                 

Basic EPS   286.6           286.6 
Diluted EPS   286.8           286.8 

The accompanying notes to the unaudited pro forma combined consolidated financial information are an integral part of these combined consolidated financial
statements.



NOTES TO UNAUDITED PRO FORMA COMBINED CONSOLIDATED FINANCIAL STATEMENTS

Note 1:  Basis of Pro Forma Presentation

On April 1, 2005, Kodak became the sole owner of KPG upon the completion of the redemption of Sun’s 50 percent interest in the KPG joint venture (“the
acquisition”).

The unaudited pro forma combined consolidated financial statements give effect to the redemption of Sun’s shares in KPG, which resulted in Kodak’s providing
$317 million in cash at closing (excluding $7 million in transactions costs) and the entering into two note payable arrangements, the U.S. note and the non-U.S.
note, that will require principal and interest payments of $200 million in the third quarter of 2006, and $50 million annually from 2008 through 2013.  The total
payments due under the U.S note and the non-U.S. note are $100 million and $400 million, respectively.  The aggregate fair value of these note payable
arrangements, which was recorded as long-term debt in Kodak’s consolidated balance sheet as of the acquisition date, was approximately $395 million.

The following represents the total purchase price of the acquisition (in millions):

Cash paid at closing  $ 317 
Estimated transaction costs   7 
Notes payable   395 

   
Total purchase price  $ 719 

   

Under the purchase method of accounting, the total purchase price as shown in the table above is allocated to KPG’s net tangible and intangible assets based on
their estimated fair values as of the acquisition date. The preliminary purchase price allocation is as follows (in millions):

Current Assets  $ 473 
Property, Plant & Equipment   170 
Definite Lived Intangible Assets:     

Customer Related   80 
Developed Technology   45 
Trademarks   12 
Other Intangibles   13 

Indefinite Lived Intangible Assets:     
Trademarks   31 

Goodwill   169 
In-process R&D   16 
Other Assets   5 
Current Liabilities   (246)
Long-Term Liabilities   (19)
Net deferred income Tax Liabilities   (30)
   
Total Purchase Price  $ 719 
   



Within the preliminary purchase price allocation, $170 million has been allocated to property, plant and equipment acquired and $150 million has been allocated
to definite lived intangible assets acquired.  The depreciation related to the fair value adjustment to property, plant and equipment and the amortization related to
the definite lived intangible assets are reflected as pro forma adjustments to the unaudited pro forma combined consolidated statements of earnings for the three
months ended March 31, 2005 and for the year ended December 31, 2004.

The customer related definite lived intangible asset relates primarily to the estimated value assigned to existing separable and contractual customer relationships
related to products and services provided by KPG.  Kodak estimates a composite 15 year useful life of such intangible assets; accordingly the fair value of these
assets will be amortized on a straight-line basis over 15 years.

Developed technology, which comprises technology related to products that have reached technological feasibility, includes products in ten technology categories
that include digital plates, conventional plates, film, chemicals, digital proofing, conventional proofing, digital printing, digital front end and services.  These
categories have separate identifiable revenue streams, have been developed by KPG, and are often patented.  This proprietary know-how can be leveraged by
Kodak to develop new technology and improved products and manufacturing processes.  Kodak expects to amortize the developed technology, on a straight-line
basis, over an average estimated life of 5 years.

The definite lived trademarks, which primarily relate to the KPG trade name, are expected to be amortized, on a straight-line basis, over an estimated life of 10
years.

Within the preliminary purchase price allocation, $31 million has been allocated to intangible assets with indefinite lives.  Intangible assets with indefinite lives
consist primarily of the estimated fair value allocated to the reacquired Kodak trade name.

Within the preliminary purchase price allocation, $169 million has been allocated to goodwill.  Goodwill represents the excess of the purchase price of an
acquired business over the fair value of the underlying net tangible and intangible assets. 

Within the preliminary purchase price allocation, approximately $16 million has been allocated to in-process research and development and will be charged to
expense in the period during which the acquisition was completed.  Due to its non-recurring nature, the in-process research and development expense has been
excluded from the unaudited pro forma combined consolidated statements of earnings for the three months ended March 31, 2005 and for the year ended
December 31, 2004.  However, the amount has been recorded as a charge to retained earnings in the pro forma balance sheet at March 31, 2005.  The projects
classified as in-process research and development represent those projects that had not yet reached technological feasibility and had no alternative future use as of
the acquisition date.  The preliminary value of the in-process research and development was determined by estimating the related future net cash flows of the
projects using a present value discount rate of 22%, which is based on Kodak’s estimated weighted average cost of capital taking into account the risks associated
with the projects acquired.



Note 2:  Pro Forma Adjustments

Pro forma adjustments are necessary to reflect the preliminary purchase price allocation, which includes adjustments to (1) adjust amounts related to KPG’s net
tangible assets and intangible assets to a preliminary estimate of their fair values, (2) reflect the amortization related to the estimated amortizable intangible
assets, (3) reflect changes in depreciation resulting from the estimated fair value adjustments to net tangible assets, (4) reflect the interest expense on the U.S and
non U.S. notes payable to Sun, and (5) reflect the income tax effects related to the pro forma adjustments.

Pro forma adjustments were necessary to eliminate intercompany balances or transactions between Kodak and KPG.  No pro forma adjustments were required to
conform KPG’s accounting policies to Kodak’s accounting policies.  Certain reclassifications were necessary to conform KPG’s historical amounts to Kodak’s
presentation.

The eventual impact on cost of goods sold for the fair value adjustment to inventory acquired of $6 million has been excluded from the unaudited pro forma
combined consolidated statement of earnings for the three months ended March 31, 2005 and the year ended December 31, 2004 as this represents a nonrecurring
item directly attributable to the acquisition.

Kodak has not identified any pre-acquisition contingencies where the related asset, liability or impairment is probable and the amount of the asset, liability or
impairment can be reasonably estimated. Prior to the end of the purchase price allocation period, if information becomes available that would indicate it is
probable that such events have occurred and the amounts can be reasonably estimated, such items will be included in the purchase price allocation.

The pro forma adjustments included in the unaudited pro forma combined consolidated financial statements are as follows:

A. Adjustment to record the cash consideration paid at closing of $317 million and related transaction costs of approximately $7 million.
  
B. Reflects the elimination of receivable and payable balances between Kodak and KPG as of March 31, 2005.
  
C. Adjustment to record the difference between the preliminary estimate of the fair value and the historical amount of KPG’s inventory acquired.
  
D. Adjustment to reflect the elimination of intercompany loss on sales from Kodak to KPG.
  
E. Adjustments to the KPG balance sheet to conform to Kodak’s financial statement presentation.
  
F. Adjustment recorded to reflect the deferred tax liability primarily resulting from the pro forma adjustments related to the intangible assets acquired.

Within the preliminary purchase price allocation, $30 million has been allocated to net deferred income tax liabilities.  Included in the $30 million of net
deferred income tax liabilities is a $54 million deferred income tax liability relating to the preliminary purchase price allocation and the related fair value
adjustments.  The $54 million deferred income tax liability is based on assumptions regarding the tax jurisdictions in which the related acquired net assets
will ultimately be recorded and, therefore, is subject to adjustment based on the finalization of the purchase price allocation.



G. Adjustment to record the difference between the preliminary estimate of the fair value and the historical amount of KPG’s property, plant and equipment
acquired and the resulting adjustment to depreciation expense, as follows (in millions):

 

  

Historical 
Amount, Net 
(inclusive of 

50%
Previously 

Owned)  
50%

Acquired  

Preliminary 
Fair

Value 
of 50%

Acquired  

Fair
Value in
Excess

of
Historical
Amount

 Acquired  

Increase in
Annual

Depreciation  

Increase in
Three

Months
Depreciation   

Avg.
Useful

Life
(Years)  

         
Property, Plant & Equipment  $ 273 $ 136 $ 170 $ 34 $ 5 $ 1  7 

           

 

H. Adjustments to reflect the preliminary estimate of the fair value of goodwill as follows (in millions):

 

  

Historical 
Amount, Net 
(inclusive of 

50%
Previously 

Owned)  
50%

Acquired  

Preliminary
Excess of

Purchase Price
Over Net Tangible

& Intangible Assets
Acquired  

Excess of
Historical

Amount Acquired  

      
Goodwill  $ 58 $ 29 $ 169 $ 140 

      

 

I. Adjustments to reflect the elimination of Kodak’s equity investment balance at March 31, 2005 for the 50% interest of KPG previously owned and the
elimination of the remaining portion of KPG’s equity accounts.



J. Adjustments to reflect the preliminary estimate of the fair value of definite lived and indefinite lived intangible assets and the resulting increase in
amortization expense relating to the definite lived intangibles, as follows (in millions):

 

Intangible Assets  

Historical 
Amount, Net 
(inclusive of 

50%
Previously 

Owned)  
50%

Acquired  

Preliminary
Fair

Value
of 50%

Acquired  

Fair
Value in 
Excess

of
Historical
Amount
Acquired  

Increase in
Annual

Amortization  

Increase in
Three

Months
Amortization  

Avg.
Useful

Life
(Years)  

        
Definite Lived  $ 15 $ 8 $ 150 $ 142 $ 21 $ 5  2-15 
Indefinite Lived   —    —   $ 31 $ 31  —    —    n/a 

           
  $ 15 $ 8 $ 181 $ 173 $ 21 $ 5    

           

 

K. Adjustment to reflect the preliminary value of liabilities assumed.
  
L. Adjustment to reflect the U.S. and non-U.S. notes payable to Sun aggregating $395 million and related interest expense as a result of the acquisition.  The

interest expense was calculated using a 6.16% effective interest rate, which approximates Kodak’s borrowing rate at the date of acquisition.
  
M. Adjustment to reflect the write-off of the preliminary assessment of the acquired in-process research and development of $16 million related to the

acquisition.
  
N. Adjustment to reflect the elimination of the sales and the related costs of goods sold between Kodak and KPG.
  
O. Adjustments to reflect the elimination of the total KPG trademark royalty expense and the related portion of the trademark revenue recognized by Kodak.
  
P. Adjustments to reflect the elimination of equity income recorded by Kodak with respect to its previous 50% ownership interest in KPG.
  
Q. Adjustment to record the income tax effect of the pro forma adjustments. The tax rate used of 36.3% is an estimated weighted average rate based on the

enacted statutory rates for the tax jurisdictions in which KPG conducts its business.



Note 3:  Pro Forma Earnings Per Share

The pro forma basic and diluted earnings per share are based on the weighted average number of shares of Kodak common stock outstanding as of March 31,
2005 and December 31, 2004.


