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E A S T M A N K O D A K c O M P A N Y

Kodak is the world's foremost imaging innovator, providing leading products and services to the photographic,
graphic communications and healthcare markets. With sales of $14.3 billion in 2005, the company is
committed to a digitally oriented growth strategy focused on helping people better use meaningful images
and information in their life and work. Consumers use Kodak's system of digital and traditional image capture
products and services to take, print and share their pictures anytime, anywhere; businesses effectively
communicate with customers worldwide using Kodak solutions for prepress, conventional and digital printing
and document imaging; creative professionals rely on Kodak technology to uniquely tell their story

through moving or still images; and leading healthcare organizations rely on Kodak's innovative products,
services and customized workflow solutions to help improve patient care and maximize efficiency and
information sharing within and across their enterprise. For information visit: www.kodak.com.
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CHAIRMAN'S LETTER

To Our Shareholders:

In 2005, for the first time in Kodak’s history, more than half of our revenue came from digital
products and services, and we solidified our leading market share in many of the consumer
and commercial digital categories in which we participate.

We completed an aggressive acquisitions program in our Graphic Communications business,
setting the stage for that segment to contribute significantly to digital sales and earnings in
2006. We ended the year in an excellent cash position, with $1.7 billion of cash on hand, and
we secured access to significant financing to ensure liquidity for our transformation.

We also worked aggressively to refresh our brand for the digital world. As you may have
noticed from our new product designs, advertising, packaging, and even the look of this
annual report, the very face of Kodak is changing.
Having passed the halfway point of our four-year transformation, we’ve achieved a series of
milestones that position us well for the remainder of our journey. Because of our now sizable
digital business, we have started to:

e attract new customers and business partners;

e negotiate mutually advantageous relationships with retailers and suppliers; and

e shift focus to design of technology platforms versus individual products.

We now have in place the core product portfolio, organizational structure and leadership team
Antonio M. Perez that will take us through the second half of our transformation.

Chairman and Chief Executive Officer

Financial Review
After a challenging start in 2005, Kodak came on strong at the finish. Revenues were up 6% overall, and digital revenue growth* — one of our key
performance metrics — was 40% for the year, exceeding our target of 36% growth.

Our net loss of $1.362 billion stemmed largely from $1.1 billion in non-cash charges to account for tax valuation allowances in the U.S. Our decision to
accelerate our restructuring also contributed to the year’s results.

In the fourth quarter, when the company generates a significant amount of its sales and earnings for a given year, we demonstrated substantial
improvement in our digital results. Digital earnings* for the quarter, for example, grew to $158 million.

For the year, net operating cash from continuing operations totaled $1.180 billion, at the high end of the $1.0 to $1.2 billion range we had expected.
In addition to cash that came from our digital and traditional earnings, we generated cash from reductions in inventories and receivables, real estate
sales and continued progress in leveraging our intellectual property.

Further strengthening our financial picture, in October we obtained $2.7 billion of new credit lines that will address our financing needs for the
foreseeable future. This allowed us to refinance $1.2 billion in short-term debt (primarily related to our acquisition of Creo, Inc.) with long-term debt.
It also gives us access to more than $1 billion of new borrowing capacity should we need it.

*Amounts used that are considered non-GAAP financial measures are defined and reconciled to the most directly comparable GAAP measure on page 5 of this
annual report to shareholders. GAAP refers to accounting principles generally accepted in the U.S.

“Having passed the halfway point of our four-year
transformation, we've achieved a series of milestones
that position us well for the remainder of our journey.”




Business Review
We can proudly point to examples of growth and innovation in each of our business areas.

Digital and Film Imaging Systems

Digital Products and Services

Some aspects of the consumer imaging business don’t change with the technology. People still want simple solutions that will let them take, share
and control pictures of their lives. Kodak is committed to providing new capabilities, while staying true to the “you press the button, we do the
rest” simplicity on which our company was built.

According to the market research firm IDC, Kodak retained its #1 U.S. market position in digital still cameras in 2005, increasing our lead over the
next closest competitor. Worldwide, we ascended to the #2 position. We were also:

¢ #1 worldwide in snapshot printers, competing against the specialized printer companies.

e #1in retail photo kiosks, with nearly 75,000 installed worldwide — far ahead of our nearest competitor.

e #1in online services with the Kodak EasyShare Gallery, which today has more than 30 million registered members.

With this presence, it is not surprising that our products continue to receive numerous accolades. For the second consecutive year, we captured
the highest rankings in two of four price segments in the J.D. Power and Associates Digital Camera Satisfaction Study. The two segments,
$200 - $399 and $199 or less, comprise more than 85% of the U.S. digital camera market, according to NPD Techworld.

After taking top honors at the 2005 Consumer Electronics Show (GES), the world’s largest event of its kind, the Kodak EasyShare-One digital
camera was lauded in hundreds of publications around the world for its unique design and its status as the world’s first consumer camera offering
wireless transmission of pictures. It was also featured on the cover of Business IWeek as one of that magazine’s Best Products of 2005.

Industry buzz was also strong for the new Kodak photo kiosk G4. It features wireless input of images from digital cameras and camera phones,
provides four-second printing and is 30% lighter and smaller than previous models — giving retailers an attractive alternative to minilabs for
digital printing.

In fact, to meet growing demand for thermal prints from our kiosks and printer docks, we added manufacturing capacity for thermal paper and
media at our plant in Windsor, Colorado. Additional capacity will be operational this year in Rochester, New York.

Consumers will see more innovative products from us in 2006. Already, our new Kodak EasyShare V570 zoom digital camera is being heralded by
technology opinion leaders, and was named one of the 25 Most Innovative Products of 2006 by PC World editors. The world’s first dual lens digital
still camera, it features both an ultra-wide angle lens and optical zoom lens in a body less than one-inch thick.

We are also collaborating on the next generation of mobile capture devices through a 10-year global product, cross-licensing and marketing
alliance with Motorola, one of the world’s leading wireless companies. This agreement, negotiated in 2005, provides us an opportunity to sell
image sensors to Motorola, and to link Motorola phone users with the Kodak Gallery and other Kodak services for storing and printing pictures.

Traditional Products and Services

As we manage the growth from our digital products and services, we are also effectively managing the overall decline in sales from our traditional
products and services. There, inventory reductions and cost controls have generated substantial cash to fund our transformation.

In the motion picture industry, a majority of filmmakers continue to choose film over current digital alternatives. They feel it still offers superior
imaging and archival characteristics, as evidenced by products like the Kodak Vision2 film platform, which has dramatically improved the quality
of motion picture film. Development into hybrid technologies and digital services, to make film perform even better in conjunction with increasingly
digital postproduction work, is also taking place. As such, film volumes and revenues have remained very consistent in the entertainment sector.

As testimony to Kodak’s presence in this market, every movie nominated for the Oscar for “Best Picture” of 2005 was recorded on Kodak film.
In fact, since the Academy Awards were first given in 1928, every “Best Picture” has been shot on Kodak film.

“Kodak retained its #1 U.S.
market position in digital still
cameras in 2005, increasing
our lead over the next closest
competitor. Worldwide, we
ascended to the #2 position.”




Graphic Communications

Our Graphic Communications Group (GCG) is an excellent example of Kodak growing its presence in a key industry. Starting with a modest
portfolio, Kodak has built a $3 billion business in graphics over the past two years. Today, Kodak products and services are used in production of a
substantial percentage of the world’s commercially printed pages.

Acquisitions were key to our growth. In April 2005, we took full ownership of Kodak Polychrome Graphics (KPG). Previously a joint venture with
Sun Chemical, KPG is a leading seller of prepress and proofing products. In June, we purchased Creo, Inc., a premier supplier of prepress and
workflow systems used by commercial printers.

Versamark and NexPress, two units that joined Kodak in 2004, are enjoying strong growth. With Kodak Versamark systems and Kodak NexPress
digital production presses now installed at a number of customer sites, growth in print volumes is creating an attractive annuities business
for supplies.

With our key acquisitions completed, Kodak now offers the industry’s broadest range of prepress equipment, workflow solutions, digital printing
and consumables. Kodak’s document imaging business also joined GCG in 2005, adding its leading portfolio of document scanners and archiving
solutions as well as a large service presence to the mix.

To build its organization for future growth, GCG focused its efforts during the second half of 2005 on unifying the sales, marketing and service

organizations of its various businesses. The group also continued to bring innovative products to market across its broad portfolio. In fact, three

GCG products received prestigious 2005 GATF InterTech Technology Awards. Products recognized were:

e the Kodak NexPress fifth imaging unit solution, which can add protective or high-gloss coating and expanded color gamut to jobs made on
NexPress color presses.

¢ Kodak ColorFlow custom color tools software, used to manage colors across components in a workflow.

e Kodak PDF compare and PDF merge software tools that provide automated, cost-effective management of corrections in a prepress workflow.

To showcase such innovation and the new breadth of our graphics business, Kodak staged a unified presence at the industry’s Print 05 trade show
in September. Customer acceptance was excellent, with Kodak achieving 300% of its sales target at the show.

We expect even greater contributions from GCG as we further expand our solutions portfolio, realize the efficiencies of integrating our acquisitions
into one organization and continue to drive digital revenue growth.

Health

Healthcare is one of the fastest growing sectors of the world economy, and Kodak intends to build on its 100+ year history of providing leading
health imaging solutions.

In 2005, Kodak’s Health Group underwent an organizational change to align its business with changes in the marketplace as well as to address
some operating issues that became apparent during the year. As is typical, this change caused some disruption; however, we continued to expand
our presence in several key markets, and are now better positioned to focus on opportunities across our portfolio, and to extend our imaging
leadership in digital healthcare.

Our digital solutions enable customers to improve both the quality and cost of patient care. We are successfully leading customers through their
digital transformation, in general medical imaging and in the specialty markets of dental, mammography and oncology.

In the growing market for Healthcare Information Solutions (HCIS), Kodak offerings range from systems that automate steps in the diagnostic exam
process, to unique solutions that efficiently manage and preserve medical images and information.

Kodak'’s HCIS revenues grew 39% during 2005, and we secured our biggest ever HCIS contract, with National Services Scotland. The deal is for
Picture Archiving and Communications Systems (PACS) and Information Management Solutions that will link clinical sites across that country. This
same type of Kodak PACS, which enables physicians in different locations to consult on images and diagnosis, was used across three medical
centers that served athletes at the recent Winter Olympic Games in Torino, Italy.

“With our key acquisitions completed, Kodak now
offers the industry's broadest range of prepress
equipment, workflow solutions, digital printing and
consumables.”




Our digital x-ray revenues grew 15% in 2005, and we continue to raise the bar with new digital capture products. In the fourth quarter, we began
shipping the Kodak DirectView DR 7500 system. Praised for its flexibility, the DR 7500 allows medical facilities of any size to configure a digital
x-ray solution that meets their space, workflow and budget requirements.

We are also adapting our digital solutions to meet the unique needs of select specialty markets. For example, Kodak has earned the world’s #1
position in dental imaging and information systems with the most complete and innovative portfolio in the marketplace. In women’s health, our
full portfolio of capture, storage, output and detection solutions is enabling us to maintain our strong customer base as mammography providers
migrate to digital imaging.

Our computed radiography system for mammography has proven successful at hundreds of sites around the world and is currently in clinical trials
for FDA approval in the large U.S. market. In fact, our system was selected for China’s first national breast cancer screening program, a two-year
effort aimed at reaching one million women in that country.

We are also branching into new fields like molecular imaging. Through a non-invasive procedure, Kodak products can identify molecular
abnormalities that are the origin of a disease before it causes a condition, like a tumor, that can be seen on conventional images. At this point
the systems are not intended for human use; however, they will aid laboratory researchers working in areas like cancer, heart disease or
drug discovery.

Outlook
With such exciting opportunities in each of our business areas, we are forging ahead with the second half of our transformation.

| must acknowledge that, with the need for continued restructuring of our traditional business and administrative functions, it remains a painful and
anxious time for many of our employees. Still, | continue to be impressed with how Kodak people remain focused on innovation and dedicated to our
company’s success. | am confident the end of restructuring is now in sight. In fact, 2006 and 2007 should be the last full years of substantial
restructuring activity.

With the restructuring proceeding as planned, and having built the critical mass necessary to compete in key digital markets, we will now focus on
digital earnings expansion. We intend to achieve that through continued innovation, gross margin improvement and operational efficiencies.

Starting in 2006, we have split our consumer business into two groups — the Consumer Digital Imaging Group and the Film and Photofinishing Sys-
tems Group — which will allow us to effectively address differences in how you manage a growing and a declining business. We expect significant
digital earnings growth from our more unified Graphic Communications Group, and our Health Group, having addressed some structural issues last
year, is poised to continue growing the scale of its digital business.

Staying true to our strategy, by 2008 we expect all of Kodak’s businesses to be leaders in their industry segments — achieving attractive margins
and generating substantial cash. You will also see more balance between our consumer and commercial portfolios. This will provide diverse sources
of sales and earnings for the company and, with time, moderate much of the seasonality in our business that today “backloads” results to the second
half of the year.

It is truly an exciting era for Kodak. We have the products, the brand, the intellectual property and the people required to succeed. We have built our
digital foundation, and will now expand upon it to complete Kodak’s historic transformation for the benefit of our customers and our shareholders.
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Antonio M. Perez
Chairman and Chief Executive Officer

“Staying true to our strategy, by 2008 we expect
all of Kodak's businesses to be leaders in their
industry segments — achieving attractive margins
and generating substantial cash.”




RECONCILIATION AND SAFE HARBOR

Digital earnings and Digital revenue growth represent non-GAAP financial measures. The reconciliations of those measures to the respective most
directly comparable GAAP measures follow below:

2005 Fourth Quarter Digital Earnings (in millions) 2005 Digital Revenue Growth

Digital earnings, as presented $ 158 Digital Revenue Growth, as presented 40 %

Traditional and New technologies (loss) Traditional Revenue Decline (18)%
earnings, net © New Technologies Revenue Growth 17 %

Restructuring costs (295)

Total Company Revenue Growth
Legal settlement costs (21) (GAAP basis) 6 %

Total consolidated loss from operations
before interest, other income (charges),
net and income taxes (GAAP basis) $ (167

Certain statements in this report may be forward-looking in nature, or “forward-looking statements” as defined in the United States Private Securities
Litigation Reform Act of 1995. For example, references to expectations for the Company’s earnings, earnings growth, revenue, revenue growth, new
products, restructuring programs, margins, cash and seasonality of sales are forward-looking statements.

Actual results may differ from those expressed or implied in forward-looking statements. In addition, any forward-looking statements represent the
Company’s estimates only as of the date they are made, and should not be relied upon as representing the Company’s estimates as of any subsequent
date. While the Company may elect to update forward-looking statements at some point in the future, the Company specifically disclaims any
obligation to do so, even if its estimates change. The forward-looking statements contained in this report are subject to a number of factors and
uncertainties, including, but not limited to, the successful: execution of the digital growth and profitability strategies, business model and cash plan;
implementation of a changed segment structure; implementation of the cost reduction program, including asset rationalization and monetization,
reduction in selling, general and administrative costs and personnel reductions; transition of certain financial processes and administrative functions
to a global shared services model and the outsourcing of certain functions to third parties; implementation of, and performance under, the debt
management program, including compliance with our debt covenants; implementation of product strategies (including category expansion, digitization,
organic light emitting diode (OLED) displays and digital products) and go-to-market strategies; protection and enforcement of our intellectual property;
implementation of intellectual property licensing and other strategies; development and implementation of e-commerce strategies; completion of
information systems upgrades, including SAP, our enterprise system software; completion of various portfolio actions; reduction of inventories;
integration of newly acquired businesses; improvement in manufacturing productivity and techniques; improvement in receivables performance;
improvement in supply chain efficiency and management of third-party sourcing relationships; implementation of the strategies designed to address
the decline in the Company’s traditional businesses; and performance of the Company’s business in emerging markets like China, India, Brazil, Mexico
and Russia. The forward-looking statements contained in this report are subject to the following additional risk factors: inherent unpredictability of
currency fluctuations and raw material costs; competitive actions, including pricing; changes in the Company’s debt credit ratings and its ability to
access capital markets; the nature and pace of technology evolution, including the traditional-to-digital transformation; continuing customer
consolidation and buying power; current and future proposed changes to accounting rules and tax laws, as well as other factors which could adversely
impact the Company’s effective tax rate in the future; general economic, business, geo-political, regulatory and public health conditions; market
growth predictions; continued effectiveness of internal controls; and other factors and uncertainties disclosed from time to time in the Company’s
filings with the Securities and Exchange Commission.

Any forward-looking statements in this report should be evaluated in light of these important factors and uncertainties.



SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K

Annual report pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

For the year ended December 31, 2005 or
Transition report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from ____to
Commission File Number 1-87

EASTMAN KODAK COMPANY
(Exact name of registrant as specified in its charter)

NEW JERSEY 16-0417150
(State of incorporation) (IRS Employer Identification No.)
343 STATE STREET, ROCHESTER, NEW YORK 14650
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code:  585-724-4000

Securities registered pursuant to Section 12(b) of the Act:

Name of each exchange
Title of each Class on which registered
Common Stock, $2.50 par value New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes [] No [X]

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.
Yes [] No [X]

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months, and (2) has been subject to such filing requirements for the past 90 days.

Yes [X] No []



Indicate by check mark if disclosure of delinquent filers pursuant to ltem 405 of Regulation S-K is not contained herein, and will not be contained, to
the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part Ill of this Form 10-K or any
amendment to this Form 10-K. [ ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of “accelerated
filer and large accelerated filer” in Rule 12b-2 of the Exchange Act.

Large accelerated filer [X] Accelerated filer [ ] Non-accelerated filer [ ]

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes [ ] No [X]

The aggregate market value of the voting stock held by non-affiliates of the registrant, computed by reference to the closing price as of the last
business day of the registrant’s most recently completed second fiscal quarter, June 30, 2005, was approximately $7.7 billion. The registrant has no
non-voting common stock.

The number of shares outstanding of the registrant’s common stock as of February 27, 2006 was 287,213,784 shares of common stock.

DOCUMENTS INCORPORATED BY REFERENGE
PART Ill OF FORM 10-K
The following items in Part Il of this Form 10-K incorporate by reference information from the 2006 Annual Meeting and Proxy Statement:
ltem 10 - DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT
ltem 11 - EXECUTIVE COMPENSATION

[tem 12 - SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

[tem 13 - CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

[tem 14 - PRINCIPAL AUDITOR FEES AND SERVICES



PART |

ITEM 1. BUSINESS

Eastman Kodak Company (the Company or Kodak) is the world’s foremost imaging innovator, providing leading products and services to the
photographic, graphic communications and healthcare markets. With sales of $14.3 billion in 2005, the Company is committed to a digitally oriented
growth strategy focused on helping people better use meaningful images and information in their life and work. Consumers use Kodak’s system of
digital and traditional image capture products and services to take, print, store and share their pictures anytime, anywhere; businesses effectively
communicate with customers worldwide using Kodak solutions for prepress, conventional and digital printing and document imaging; creative
professionals rely on Kodak technology to uniquely tell their story through moving or still images; and leading healthcare organizations rely on Kodak’s
innovative products, services and customized workflow solutions to help improve patient care and maximize efficiency and information sharing within
and across their enterprises.

Reportable Segments

As of and for the year ended December 31, 2005, the Company reported financial information for three reportable segments (Digital & Film

Imaging Systems (D&FIS), Health Group, and Graphic Communications Group). The balance of the Company’s operations, which individually and in
the aggregate do not meet the criteria of a reportable segment, are reported in All Other. However, in September of 2005, the Company announced
that effective January 1, 2006, the Digital & Film Imaging Systems segment will be reported as two distinct segments, the Consumer Digital Imaging
Group segment and the Film and Photofinishing Systems Group segment, thereby changing the reportable segments beginning with the first quarter
of 2006. In connection with the realignment, the Company’s new reporting structure will be implemented beginning in the first quarter of 2006 as
outlined below:

Consumer Digital Imaging Group Segment: The Consumer Digital Imaging Group segment encompasses digital capture, kiosks, home printing
systems, business development, inkjet systems, digital imaging services and imaging sensors. This segment provides consumers, professionals and
cinematographers with digital products and services.

Film and Photofinishing Systems Group Segment: The Film and Photofinishing Systems Group segment encompasses consumer and professional
film, photographic paper and photofinishing, aerial and industrial film, and entertainment products and services. This segment provides consumers,
professionals and cinematographers with traditional products and services.

Health Group Segment: There are no changes to the Health Group segment. The Health Group segment provides digital medical imaging and
information products, and systems and solutions, which are key components of sales and earnings growth. These include laser imagers, digital

print films, computed and digital radiography systems, dental radiographic imaging systems, dental practice management software, advanced
picture-archiving and communications systems (PACS), and healthcare information systems (HCIS). Products of the Health Group segment also
include traditional analog medical films, chemicals, and processing equipment. Kodak’s history in traditional analog imaging has made it a leader in
this area and has served as the foundation for building its important digital imaging business. The Health Group segment serves the general radiology
market and specialty health markets, including dental, mammography, orthopedics and oncology. The segment also provides molecular imaging for
the biotechnology research market.

Graphic Gommunications Group Segment: As of January 1, 2006, the Graphic Communications Group segment consists of Kodak Polychrome
Graphics LLC (KPG), a leader in the graphic communications industry; Creo Inc., a premier supplier of prepress and workflow systems used by
commercial printers worldwide; NexPress Solutions, Inc., a producer of digital color and black and white printing solutions; Kodak Versamark, Inc., a
provider of continuous inkjet technology; and Encad, Inc., a maker of wide-format inkjet printers, inks and media. Kodak’s Document Products and
Services organization, which includes market-leading production and desktop document scanners, microfilm, worldwide service and support and
business process services operations, is also part of this segment.

The Graphic Communications Group segment serves a variety of customers in the creative, in-plant, data center, commercial printing, packaging,
newspaper and digital service bureau market segments with a range of software, media and hardware products that provide customers with a variety
of solutions for prepress equipment, workflow software, digital and traditional printing, document scanning and multi-vendor IT services.

On April 1, 2005, the Company became the sole owner of KPG through the redemption of Sun Chemical Corporation’s 50 percent interest in the KPG
joint venture. This transaction further established the Company as a leader in the graphic communications industry and complements the Company’s
existing business in this market.

On June 15, 2005, the Company completed the acquisition of Creo Inc. (Creo), a premier supplier of prepress and workflow systems used by
commercial printers around the world. The acquisition of Creo uniquely positions the Company to be the preferred partner for its customers, helping
them improve efficiency, expand their offerings and grow their businesses.



All Other: All Other is composed of Kodak’s display and components business for image sensors, and other small, miscellaneous businesses. It
also includes development initiatives in consumer inkjet technologies. These businesses offer imaging sensors to original equipment manufacturers
(OEMs) and other specialty materials including organic light emitting diode (OLED) products to commercial customers.

In 2003, Kodak announced a comprehensive strategy to be implemented through 2007 to complete its transformation as the leader of the traditional
photographic industry to a leadership position in digital imaging markets.

Solid progress was achieved during 2005 in each area of this strategy. Kodak holds a leading position in key digital product categories where we
participate. For the year ended December 31, 2005, Kodak achieved a level of digital revenues that exceeded traditional revenues. Additionally,
through the 2005 acquisitions of KPG and Creo, Kodak has essentially completed its $3 billion investment and acquisition plan included in the
2003 strategy.

For 2006, the Company’s strategy includes the following priorities:
e Continue the focus on delivering cash flow
¢ Revenue growth from digital products and services is subordinated to expansion of operating margin on digital products and services
e Continue to grow revenue from digital products and services

As previously mentioned, the realignment and the new reporting structure are effective for the first quarter of 2006. Accordingly, the following
business discussion is based on the three reportable segments and All Other as they were structured as of and for the year ended

December 31, 2005. Kodak’s sales, earnings and assets by reportable segment for these three reportable segments and All Other for the past
three years are shown in Note 23, “Segment Information.”

Digital & Film Imaging Systems (D&FIS) Segment
Sales from continuing operations of the D&FIS segment for 2005, 2004 and 2003 were (in millions) $8,460, $9,366 and $9,415, respectively.

This segment combines digital and traditional photography and imaging services in all its forms, including consumer, professional and motion

picture. Kodak manufactures and markets films (consumer, professional, motion picture, aerial and industrial), photographic papers (consumer and
professional), photographic processing services, photographic chemicals, and cameras (including one-time-use and digital). Kodak EasyShare
Gallery has accelerated Kodak’s growth in the online photography market and helped to drive more rapid adoption of digital and online sharing,
printing and archiving services. Kodak EasyShare Gallery, which has more than 30 million members, offers digital processing of images - both digital
and film - as well as the ability to go beyond printing 4x6 and create more margin rich items such as photo frames, calendars, photo playing cards,
and a host of other personalized merchandise.

Digital product offerings are replacing some of the traditional film products at varying rates. For example, the workflow improvements offered by
digital are having relatively more significant effects in the professional markets, while digital is having little impact in the entertainment markets.

The future impact of digital substitution on these film markets is difficult to predict due to a number of factors, including the pace of digital technology
adoption, the underlying economic strength or weakness in major world markets, and the timing of digital infrastructure installation. Film usage
continues to decline as consumers continue to migrate from a film-only household, to a dual-use (digital camera and film) household, to a mobile
phone use household. The mobile phone industry will continue to play a role in the digital camera market as phonecams rapidly improve their
offerings with one and two megapixel cameras, convergence ability such as wifi, and small, sleek design.

Marketing and Competition: The key elements of the Company’s strategy with respect to the digital and traditional products and services in this
segment include growth in digital capture, expansion of online services and mobile imaging, leadership in professional lab solutions, leadership in
distributed output at retail and in the home, and intelligent management of the traditional film and paper products and services.

The Company’s strategy in its consumer digital business is to deliver innovative products and services that deliver high quality, easy sharing and easy
archiving to consumers, professionals, retailers and labs, while not compromising on Kodak’s legendary ease of use. Consumer digital products,
including digital cameras, self-contained printer docks, which use thermal media to print pictures from digital cameras without the need for a personal
computer, and inkjet media, are sold direct to retailers or distributors. Products are also available to customers through the Internet via online digital
services like Kodak EasyShare Gallery. Products such as the Company’s EasyShare digital camera system with the camera docks are intended to
simplify digital imaging for consumers and thereby increase the popularity for sharing and printing digital photo files. The ImageLink standard,
introduced by Kodak and a consortium of digital camera manufacturers (Nikon, Olympus, Pentax) in 2004, allows non-Kodak cameras to connect to
the EasyShare printer dock, enabling consumers to print outstanding quality snapshots at the press of a button without connecting to a computer.
The Company faces competition from other electronics manufacturers in this market, particularly on price and technological advances. Rapid price
declines shortly after product introduction in this environment are common, as producers are continually introducing new models with enhanced
capabilities, such as improved resolution and/or optical systems. Kodak EasyShare Gallery, the Company’s online imaging business, continues to
demonstrate strong growth and began the establishment of a customer base in selected overseas markets in 2003. Late in 2003, the Company
announced Kodak Mobile Service, which allows consumers with image-enabled mobile phones to store, share and print their images.
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Traditional products and services for the consumer are sold direct to retailers and through distributors throughout the world. Price competition
continues to exist in all marketplaces. To be more cost competitive with its traditional product offerings, the Company is continuing to

rationalize capacity. As previously outlined, digital product offerings are substituting for some of the traditional film products, primarily in the U.S.,
Japan and Western Europe, as a large number of consumers actively use digital cameras. While this substitution to date has had an impact primarily
on the Company’s film and paper sales, and processing services in the U.S., Japan and Western Europe, there are moderating and declining sales in
emerging markets as well. The Company’s strategy is to partially mitigate this by providing its own digital products, digitization services and output
services. In fact, growth in digital printing often leads to output on silver halide paper. During 2005, as a result of the faster-than-expected decline
in the Company’s traditional film and paper business, the Company extended and accelerated its restructuring actions, and revised the useful lives of
certain assets. The Company has sold or closed many of its photofinishing laboratories in certain parts of the world and repositioned its remaining
labs for digital output as well as traditional processing services for retailers. Kodak also supplies photographic papers and chemicals to other entities
that provide photofinishing services. The Company’s remaining laboratories provide consumers the opportunity to receive film images in traditional
formats or digital form, such as a Picture CD.

Traditional and digital professional products and services are sold direct to professional photographers and laboratories, or through dealers throughout
the world. Although the Company continues to provide better performing and innovative traditional films and papers, the focus has shifted towards
new products, systems and solutions focused on improving the digital workflow for professional photographers and laboratories. These solutions
range from digital capture devices (digital cameras and scanners) designed to improve the image acquisition or digitalization process, software
products designed to enhance and simplify the digital workflow, output devices (thermal printers and digital silver halide writers) designed to produce
high quality images, and media (thermal and silver halide) optimized for digital workflows.

Throughout the world, almost all entertainment-imaging products are sold direct to studios, laboratories, independent filmmakers or production
companies. Quality and availability are important factors for these products, which are sold in a price-competitive environment. When the
entertainment industry adopts digital formats, the Company anticipates that it will face new competitors, including some of its current customers
and other electronics manufacturers.

Kodak’s advertising programs actively promote the segment’s products and services in its various markets, and its principal trademarks, trade dress
and corporate symbol are widely used and recognized. Kodak is frequently noted by trade and business publications as one of the most recognized
and respected brands in the world.

Health Group Segment
Sales from continuing operations of the Health Group segment for 2005, 2004 and 2003 were (in millions) $2,655, $2,686 and $2,431, respectively.

Products and services of the Health Group segment enable healthcare customers (e.g., hospitals, imaging centers, etc.) to capture, process, integrate,
archive and display images and information in a variety of forms. These products and services provide intelligent decision support through the entire
patient pathway from research to detection to diagnosis to treatment. The Health Group segment also provides products and services that help
customers improve workflow in their facilities, which in turn helps them enhance the quality and productivity of healthcare delivery.

The Health Group segment provides digital medical imaging and information products, and systems and solutions, which are key components of sales
and earnings growth. These include laser imagers, digital print films, computed and digital radiography systems, dental radiographic imaging
systems, dental practice management software, advanced picture-archiving and communications systems (PACS), and healthcare information
systems (HCIS). Products of the Health Group segment also include traditional analog medical films, chemicals, and processing equipment. Kodak’s
history in traditional analog imaging has made it a leader in this area and has served as the foundation for building its important digital imaging
business. The Health Group segment serves the general radiology market and specialty health markets, including dental, mammography, orthopedics
and oncology. The segment also provides molecular imaging for the biotechnology research market.

In March 2005, the Company completed the acquisition of OREX Computed Radiography Ltd. (OREX), a leading provider of compact, robust computed
radiography systems that enable medical practitioners to acquire patient x-ray images digitally. This acquisition has added the technology of OREX’s
small format computed radiography products for use in various health imaging markets, such as orthopedics, diagnostic imaging centers, dentistry,
and industrial non-destructive testing (NDT).

Marketing and Competition: In the U.S., Canada and Latin America, health imaging consumables and analog equipment are sold through
distributors. A significant portion of digital equipment and solutions is sold direct to end users, with the balance sold through distributors and OEMs.
In the U.S., individual hospitals or groups of hospitals represented by, as buying agents, group purchasing organizations (GPOs), account for a
significant portion of consumables and equipment sales industry-wide. The Health Group segment has secured long-term contracts with many of the
major GPOs and, thus, has positioned itself well against competitors. In Europe, consumables and analog equipment are sold through distributors and
value added service providers (VASPs) as well as direct to end users. Hospitals in Europe, which are a mix of private and government-funded types,
employ a highly regimented tender process in acquiring medical imaging products. In addition to creating a competitive pricing environment, this
process can result in a delay of up to 6 to 18 months between the time the tender is delivered to the hospital and the time the hospital makes a



decision on the vendor. Additionally, the government-funded hospitals’ budgets tend to be limited and restricted. Government reimbursement policies
often drive the use of particular types of equipment and influence the transition from analog to digital imaging. These policies vary widely among
European countries. In Asia and Japan, sales of all products are split between distributors and end users. In Europe, Asia and Japan, consumables
and analog equipment are often sold as part of a media/equipment bundle. Digital equipment and solutions are sold direct to end-users and through
OEMs in these three geographic areas.

Worldwide, the medical imaging market is crowded with a range of strong competitors. To compete aggressively, Kodak’s Health Group segment

has developed a full portfolio of value-adding products and services. Some competitors offer digital solutions similar to those of Kodak, and other
competitors offer similar analog solutions or a mix of analog and digital. The Health Group segment has a wide range of solutions from analog to
digital as well as solutions combining both analog and digital technologies. Moreover, the segment’s portfolio is expanding into new areas, including
enterprise information management solutions, thus enabling the segment to offer solutions that combine medical images and information, such as
patient reports, into one unified package for medical practitioners. Kodak will continue to innovate products and services to meet the changing needs
and preferences of the marketplace.

Graphic Communications Group
Sales from continuing operations of the Graphic Communications Group segment for 2005, 2004 and 2003 were (in millions) $2,990, $1,343 and
$967, respectively.

The Graphic Communications Group segment serves a variety of customers in the creative, in-plant, data center, commercial printing, packaging,
newspaper and digital service bureau market segments with a range of software, media and hardware products that provide customers with a variety
of solutions for prepress equipment, workflow software, digital and traditional printing, document scanning and multi-vendor IT services. As of and
for the year ended December 31, 2005, the Graphic Communications Group segment consists of subsidiaries Kodak Polychrome Graphics LLC (KPG),
Creo Inc., NexPress Solutions, Kodak Versamark, Inc., and Encad, Inc. Products include high-speed, high-volume continuous inkjet printing systems,
high-speed production document scanners, micrographic peripherals, digital on-demand color and monochrome printing equipment, wide-format
inkjet printers, inks, media (including micrographic films) and services. The Company also provides maintenance and professional services for Kodak
and other manufacturers’ products, as well as providing imaging services to customers.

In January 2004, Kodak acquired Scitex Digital Printing, renamed Kodak Versamark. This entity is a wholly owned subsidiary of Kodak focused on
high-speed, high-volume printing applications, including those in transaction and industrial market segments. Kodak Versamark provides a full set of
high-speed, variable-data inkjet printers, inks, service and other consumables.

In May 2004, Kodak acquired Heidelberger Druckmaschinen AG’s (Heidelberg) 50 percent interest in NexPress Solutions LLC, a 50/50 joint venture
of Kodak and Heidelberg that makes high-end, on-demand digital color printing systems, and the equity of Heidelberg Digital LLC, a leading maker
of digital black-and-white variable-data printing systems. Kodak also acquired NexPress GmbH, a German subsidiary of Heidelberg that provides
engineering and development support, and certain inventory, assets, and employees of Heidelberg’s regional operations or market centers.

On April 1, 2005, the Company became the sole owner of KPG through the redemption of Sun Chemical Corporation’s 50 percent interest in the KPG
joint venture. This transaction further established the Company as a leader in the graphic communications industry and complements the Company’s
existing business in this market.

On June 15, 2005, the Company completed the acquisition of Creo Inc. (Creo), a premier supplier of prepress and workflow systems used by
commercial printers around the world. The acquisition of Creo uniquely positions the Company to be the preferred partner for its customers, helping
them improve efficiency, expand their offerings and grow their businesses.

Marketing and Competition: Throughout the world, graphic communications products are sold primarily through a variety of direct and indirect
channels. The end users of these products include businesses in the commercial printing, data center, in-plant and digital service provider market
segments. While there is price competition, the Company has been able to maintain price by adding more attractive features to its products through
technological advances. The Company has developed a wide-range portfolio of digital products to meet the needs of customers who are interested in
converting from traditional analog technology to new enterprise digital workflow solutions. Maintenance and professional services for Kodak products
are sold either through the product distribution channel or directly to the end users of equipment.

The growth in digital printing workflows has negatively affected the sale of traditional graphic films. As a result, the Company has become more
active in digital printing products and services in order to participate in this growth segment through the acquisitions of Scitex Digital Printing,
renamed Kodak Versamark, the NexPress-related entities, KPG and Creo. Traditional graphic products, primarily consisting of graphic films and
chemistry, were formerly sold directly by the Company to the KPG joint venture.

Inkjet products are sold primarily through a two-tiered distribution channel. The Company remains competitive by focusing on developing new ink and
media formulations, new printer technologies, new software and training enhancements.
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All Other
Sales from continuing operations comprising All Other for 2005, 2004 and 2003 were (in millions) $163, $122 and $96, respectively.

All Other consists primarily of the Kodak components group, representing an effort by Kodak’s move into high-growth product areas that are
consistent with the Company’s historical strengths in imaging science. As of and for the year ended December 31, 2005, the Kodak components
group was comprised of the imaging sensor solutions business and Kodak display business. Products of this group include imaging sensor solutions
and OLED materials and products.

OLED technology, pioneered by Kodak, enables full-color, full-motion flat-panel displays. Kodak has a leading intellectual property position in this
field. Unique from traditional liquid crystal displays, OLEDs are self-luminous and do not require backlighting. Their imaging performance, together
with extremely fast response time, makes them well suited for video and other image intensive applications.

In 2001, the Company and SANYO Electric Co., Ltd. established a global business venture, the SK Display Corporation, to manufacture OLED displays
for consumer devices such as cameras, and portable entertainment devices. Kodak held a 34% ownership interest and SANYO held a 66% interest
in the business venture. In January 2006, Kodak announced that it will broaden its participation in the OLED industry. To facilitate this move, Kodak
granted full control of SK Display Corporation to SANYO. Kodak will continue as exclusive licensing agent on behalf of Kodak and SANYO for certain
OLED intellectual property.

Financial Information by Geographic Area
Financial information by geographic area for the past three years is shown in Note 23, “Segment Information.”

Raw Materials

The raw materials used by the Company are many and varied, and are generally available. Silver is one of the essential materials used in the
manufacture of films and papers. The Company purchases silver from numerous suppliers under annual agreements or on a spot basis. Raw base
paper is an essential material in the manufacture of photographic papers. The Company has contracts to acquire raw base paper from certified
photographic paper suppliers during the next several years. Lithographic aluminum is the primary material used in the manufacture of offset printing
plates. The Company procures raw aluminum coils from several suppliers, with contracts generally in place over the next one to two years. Electronic
components are prevalent in the Company’s equipment and digital product offerings. The Company has entered into contracts with numerous vendors
to supply these components over the next one to two years.

Seasonality of Business

Sales and earnings of the D&FIS segment are linked to the timing of holidays, vacations and other leisure activities. In 2005, sales of digital products
were highest in the last four months of the year. Digital capture and home printing products have experienced peak sales in this period as a result of
the December holidays. Sales are normally lowest in the first quarter due to the absence of holidays and fewer people taking vacations during that
time. Sales and earnings of traditional products, including photofinishing services, of the D&FIS segment are normally strongest in the second and
third quarters as demand is high due to heavy vacation activity and events such as weddings and graduations. These trends are expected to continue
as the Company continues to experience growth in sales of digital products.

Sales and earnings of the Graphic Communications Group segment exhibit modestly higher levels in the fourth quarter. This is driven primarily by the
sales of continuous inkjet and document scanner products due to seasonal customer demand linked to commercial year-end budgeting processes.

In addition, sales of consumable products in this segment tend to occur uniformly throughout the year. Sales and earnings generated by the recent
acquisitions of KPG and Creo are not expected to significantly impact the seasonality for this segment.

With respect to the Health Group segment, the sales of consumable products, which generate the major portion of the earnings of this segment, tend
to occur uniformly throughout the year. Sales of equipment products, which carry lower margins than consumables, are highest in the fourth quarter
as purchases by healthcare customers are linked to their year-end capital budget process. This pattern is also reflected in the third month of

each quarter.



Research and Development
Through the years, Kodak has engaged in extensive and productive efforts in research and development.

Research and development expenditures for the Company’s three reportable segments and All Other for 2005, 2004 and 2003 were as follows:

(in millions) 2005 2004 2003
D&FIS $276 $365  $481
Health Group 179 202 173
Graphic Communications Group 271 118 36
All Other 166 151 70

Total $892 $836  $§760

The downward trend in research and development expenditures in the D&FIS and Health Group segments and upward trend in the Graphic
Communications Group segment and All Other reflects the acquisitions completed in the current year as well as a continued focus on developing digital
product areas.

Research and development is headquartered in Rochester, New York. Other U.S. groups are located in Boston, Massachusetts; Dallas, Texas;
Oakdale, Minnesota; New Haven, Connecticut; and San Jose and San Diego, California. Outside the U.S., groups are located in England, France,
Iceland, Israel, Germany, Japan, China, Singapore and Canada. These groups work in close cooperation with manufacturing units and marketing
organizations to develop new products and applications to serve both existing and new markets.

It has been Kodak’s general practice to protect its investment in research and development and its freedom to use its inventions by obtaining patents.
The ownership of these patents contributes to Kodak’s ability to provide leadership products and to generate revenue from licensing. The Company
holds portfolios of patents in several areas important to its business, including color negative films, processing and papers; digital cameras and image
sensors; network photo sharing and fulfillment; x-ray films, mammography systems, computed radiography, digital radiography, photothermographic
dry printing, medical and dental image and information systems; flexographic and lithographic printing plates and systems, digital printing workflow
and color management, proofing systems; color and black & white electrophotographic printing systems; inkjet inks, media and printing systems;
thermal dye transfer and dye sublimation printing systems; digital cinema; and organic light-emitting diodes. Each of these areas is important to
existing and emerging business opportunities that bear directly on the Company’s overall business performance.

The Company’s major products are not dependent upon one single, material patent. Rather, the technologies that underlie the Company’s products
are supported by an aggregation of patents having various remaining lives and expiration dates. There is no individual patent or group of patents the
expiration of which is expected to have a material impact on the Company’s results of operations.

Environmental Protection

Kodak is subject to various laws and governmental regulations concerning environmental matters. The U.S. federal environmental legislation and state
regulatory programs having an impact on Kodak include the Toxic Substances Control Act, the Resource Conservation and Recovery Act (RCRA), the
Clean Air Act, the Clean Water Act, the NY State Chemical Bulk Storage Regulations and the Comprehensive Environmental Response, Compensation
and Liability Act of 1980, as amended (the Superfund Law).

It is the Company’s policy to carry out its business activities in @ manner consistent with sound health, safety and environmental management
practices, and to comply with applicable health, safety and environmental laws and regulations. Kodak continues to engage in a program for
environmental protection and control.

Based upon information presently available, future costs associated with environmental compliance are not expected to have a material effect on the
Company’s capital expenditures, earnings or competitive position. However, such costs could be material to results of operations in a particular future
quarter or year.

Environmental protection is further discussed in the Notes to Financial Statements, Note 11, “Commitments and Contingencies.”

Employment
At the end of 2005, the Company employed approximately 51,100 full time equivalent people, of whom approximately 25,500 were employed in the
U.S. The actual number of employees may be greater because some individuals work part time.
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The current employment amounts are expected to decline more over the next few years as a result of the personnel reductions yet to be made
under the 2004-2007 cost reduction program, which contemplated a 40 percent reduction in headcount below 2003 levels of 62,300 full time
equivalents worldwide.

Available Information

The Company files many reports with the Securities and Exchange Commission (SEC), including annual reports on Form 10-K, quarterly reports

on Form 10-Q and current reports on Form 8-K. These reports, and amendments to these reports, are made available free of charge as soon as
reasonably practicable after being electronically filed with or furnished to the SEC. They are available through the Company’s website at
www.Kodak.com. To reach the SEC filings, follow the links to Corporate, and then Investor Center. The Company also makes available free of charge
through its website, at www.Kodak.com/go/annualreport, its summary annual report to shareholders and proxy statement.

The public may also read and copy any materials the Company files with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E.,
Washington, D.C. The public may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC
also maintains an Internet site, at www.sec.gov, that contains reports, proxy and information statements, and other information regarding issuers that
file electronically with the SEC.

We have included the CEO and CFO certifications required by Section 302 of the Sarbanes-Oxley Act of 2002 as exhibits to this report. We have also
included these certifications with the Form 10-K filed on April 6, 2005. Additionally, we filed with the New York Stock Exchange (NYSE) the CEQ
certification, dated June 3, 2005, regarding our compliance with the NYSE’s corporate governance listing standards pursuant to Section 303A.12(a) of
the listing standards, and indicated that the CEQ was not aware of any violations of the listing standards by the Company.

ITEM 1A. RISK FACTORS

Set forth below and elsewhere in this report and in other documents that the Company files with the Securities and Exchange Commission are
risks and uncertainties that could cause the actual future results of the Company to differ from those expressed or implied in the forward-looking
statements contained in this document and other public statements the Company makes. Additionally, because of the following risks and
uncertainties, as well as other variables affecting our operating results, the Company’s past financial performance should not be considered an
indicator of future performance.

If we do not effectively execute our digital transformation, this could adversely affect our operations, revenue and ability to compete.

The Company continues with its transformation from a traditional products and services company to a digital products and services company.

This transformation includes an aggressive restructuring program to reduce its traditional infrastructure to cost-effectively manage the declining
traditional business and to reduce its general and administrative costs to the level necessary to compete profitably in the digital markets. The
Company expects these actions to be largely completed by mid 2007. As a result of the digital transformation, the Company has established three key
financial metrics against which it will measure success: digital earnings growth through expanding margins from the Company’s digital businesses,
digital revenue growth and cash generation. Accordingly, the success of the Company’s transformation is dependent upon the execution of the
Company’s transformation initiatives including (1) managing the amount and timing of the cost savings resulting from the restructuring of its traditional
infrastructure and the reductions in general and administrative costs, (2) Kodak’s ability to continue its development and sale of digital products and
services that deliver competitive margins in each of its segments, (3) the Company’s ability to manage the traditional business for cash generation in a
cost-effective manner, and (4) Kodak’s ability to successfully integrate its acquisitions, including KPG and Creo. If Kodak cannot successfully execute
its transformation initiatives, the Company’s ability to compete as a profitable and growing digital company could be negatively affected, which could
adversely affect its results of operations and its ability to generate cash.

If we fail to comply with the covenants contained in our Secured Credit Agreement, including the two financial covenants, our ability to
meet our financial obligations could be severely impaired.

There are affirmative, negative and financial covenants contained in the Company’s Secured Credit Agreement. These covenants are typical for a
secured credit agreement of this nature. The Company’s failure to comply with these covenants could result in a default under the Secured Credit
Agreement. If an event of default were to occur and is not waived by the lenders, then all outstanding debt, interest and other payments under the
Secured Credit Agreement could become immediately due and payable and any unused borrowing availability under the revolving credit facility of the
Secured Credit Agreement could be terminated by the lenders. The failure of the Company to repay any accelerated debt under the Secured Credit
Agreement could result in acceleration of the majority of the Company’s unsecured outstanding debt obligations.

If we cannot effectively manage transitions of our products and services, this could adversely affect our revenues.

The industries in which Kodak competes are rapidly changing and becoming increasingly more complex. Kodak’s ability to successfully transition its
existing products to new offerings requires that Kodak make accurate predictions of the product development schedule as well as volumes, product
mix, customer demand, sales channels, and configuration. The process of developing new products and services is complex and often uncertain
due to the frequent introduction of new products that offer improved performance and pricing. Kodak may anticipate demand and perceived market



acceptance that differs from the product’s realizable customer demand and revenue stream. Further, in the face of intense industry competition, any
unanticipated delay in implementing certain product strategies (including digital products, category expansion and digitization) or in the
development, production or marketing of a new product could decrease any advantage Kodak may have to be the first or among the first to market
and could adversely affect Kodak’s revenues. Kodak’s failure to carry out a product rollout in the time frame anticipated and in the quantities
appropriate to customer demand, or at all, could adversely affect future demand for Kodak’s products and services and have an adverse effect on its
business. This risk is exacerbated when a product has a short life cycle or a competitor introduces a new product just before Kodak'’s introduction of
a similar product.

If we cannot effectively anticipate trends and respond to changing customer preferences, this could aversely affect our revenues.

Due to changes in technology, the market for traditional photography products and services is in decline and, as a result, product development has
focused on digital capture devices (digital cameras and scanners) designed to improve the image acquisition or digitalization process, software
products designed to enhance and simplify the digital workflow, output devices (thermal printers, digital silver halide writers and commercial printing
systems and solutions) designed to produce high quality images, and media (thermal and silver halide) optimized for digital workflows. Kodak’s
success depends in part on its ability to develop and introduce new products and services in a timely manner that keep pace with technological
developments and that are accepted in the market. The Company continues to introduce new consumer and commercial digital product offerings,
however, there can be no assurance that the Company will be successful in anticipating and developing new products, product enhancements or new
solutions and services to adequately address changing technologies and customer requirements. In addition, if the Company is unable to anticipate
and develop improvements to its current technology, to adapt its products to changing customer preferences or requirements or to continue to produce
high quality products in a timely and cost-effective manner in order to compete with products offered by its competitors, this could adversely affect
the revenues of the Company.

If we cannot adequately protect our intellectual property, our business could be harmed.

Kodak has made substantial investments in technologies and has filed patent applications and obtained patents to protect its intellectual property
rights as well as the interests of Kodak licensees. The execution and enforcement of licensing agreements protects the Company’s intellectual
property rights and provides a revenue stream in the form of royalties that enables Kodak to further innovate and provide the marketplace with new
products and services. There is no assurance that such measures will be adequate to protect the Company’s intellectual property.

Our revenue, earnings and expenses may suffer if we cannot continue to implement our intellectual property licensing strategies.

Kodak's ability to execute its intellectual property licensing strategies could also affect the Company’s revenue and earnings. Kodak’s failure to
develop and properly manage new intellectual property could adversely affect market positions and business opportunities. Furthermore, Kodak’s
failure to manage the costs associated with intellectual property generation, licensing and litigation could adversely affect the profitability of
Kodak’s operations.

Our revenue, earnings and expenses may suffer if we cannot continue to license or enforce our intellectual property rights.

Kodak relies upon patent, copyright, trademark and trade secret laws in the United States and similar laws in other countries, and agreements with
its employees, customers, suppliers and other parties, to establish, maintain and enforce its intellectual property rights. Any of Kodak’s direct or
indirect intellectual property rights could, however, be challenged, invalidated or circumvented, or such intellectual property rights may not be
sufficient to permit the Company to take advantage of current market trends or otherwise to provide competitive advantages, which could result in
costly product redesign efforts, discontinuance of certain product offerings or other competitive harm. Further, the laws of certain countries do not
protect proprietary rights to the same extent as the laws of the United States. Therefore, in certain jurisdictions, Kodak may be unable to protect

its proprietary technology adequately against unauthorized third party copying or use, which could adversely affect its competitive position. Also,
because of the rapid pace of technological change in the information technology industry, much of our business and many of our products rely on key
technologies developed or licensed by third parties, and we may not be able to obtain or continue to obtain licenses and technologies from these third
parties at all or on reasonable terms, or such parties may demand cross-licenses.

Our revenue, earnings and expenses may suffer if third parties assert that we violate their intellectual property rights.

Third parties may claim that Kodak or customers indemnified by Kodak are infringing upon their intellectual property rights. In recent years,
individuals and groups have begun purchasing intellectual property assets for the sole purpose of making claims of infringement and attempting to
extract settlements from large companies like Kodak. Even if Kodak believes that the claims are without merit, the claims can be time-consuming and
costly to defend and distract management’s attention and resources. Claims of intellectual property infringement also might require Kodak to redesign
affected products, enter into costly settlement or license agreements or pay costly damage awards, or face a temporary or permanent injunction
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prohibiting Kodak from marketing or selling certain of its products. Even if Kodak has an agreement to indemnify it against such costs, the
indemnifying party may be unable to uphold its contractual agreement to Kodak. If we cannot or do not license the infringed technology at all or
on reasonable terms or substitute similar technology from another source, our revenue and earnings could suffer.

If we are not successful in transitioning certain financial processes and administrative functions to a global shared services model and
outsourcing some of their work to third parties, our business performance, cost savings and cash flow could be adversely impacted.

The Company continues to migrate various administrative and financial processes, such as general accounting, accounts payable, credit and
collections, call centers and human resources processes to a global shared services model to more effectively manage its costs. Delays in the
migration to the global shared services model and to third party vendors could adversely impact the Company’s ability to meet its cost reduction goals.
Also, if third party vendors do not perform to Kodak’s standards, such as a delay in collection of customer receipts, the Company’s cash flow could be
negatively impacted.

Our inability to develop and implement e-commerce strategies that align with industry standards, could adversely affect our business.

In the event Kodak were unable to develop and implement e-commerce strategies that are in alignment with the trend toward industry standards and
services, the Company’s business could be adversely affected. The availability of software and standards related to e-commerce strategies is of an

emerging nature. Kodak’s ability to successfully align with the industry standards and services and ensure timely solutions requires the Company to
make accurate predictions of the future accepted standards and services.

System integration issues could adversely affect our revenues and earnings.

Kodak’s completion of planned information systems upgrades, including SAP, if delayed, could adversely affect its business. As Kodak continues to
expand the planned information services, the Company must continue to balance the investment of the planned deployment with the need to upgrade
the vendor software. Kodak’s failure to successfully upgrade to the vendor-supported version could result in risks to system availability, which could
adversely affect the business.

Our inability to effectively manage our acquisitions, divestitures and other portfolio actions could adversely impact our revenues
and earnings.

Kodak has recently completed two large business acquisitions in its Graphic Communications Group segment in order to strengthen and diversify

its portfolio of businesses, while establishing itself as a leader in the graphic communications market. At the same time, Kodak is accelerating the
current restructuring of its traditional manufacturing infrastructure. In the event that Kodak fails to effectively manage the continuing decline of its
more traditional businesses while simultaneously integrating these acquisitions, it could fail to obtain the expected synergies and favorable impact of
these acquisitions. Such a failure could cause Kodak to lose market opportunities and experience a resulting adverse impact on its revenues

and earnings.

Economic trends in our major markets could adversely affect net sales.

Economic downturns and declines in consumption in Kodak’s major markets may affect the levels of both commercial and consumer sales. Purchases
of Kodak’s consumer products are to a significant extent discretionary. Accordingly, weakening economic conditions or outlook could result in a
decline in the level of consumption and could adversely affect Kodak’s results of operations.

If we do not timely implement our planned inventory reductions, this could adversely affect our cash flow.

Unanticipated delays in the Company’s plans to continue inventory reductions in 2006 could adversely impact Kodak’s cash flow outlook. Planned
inventory reductions could be compromised by slower sales due to the competitive environment for digital products, and the continuing decline in
demand for traditional products, which could also place pressures on Kodak'’s sales and market share. In the event Kodak is unable to successfully
manage these issues in a timely manner, they could adversely impact the planned inventory reductions.

Delays in our plans to improve manufacturing productivity and control cost of operations could negatively impact our gross margins.

Kodak'’s failure to successfully manage operational performance factors could delay or curtail planned improvements in manufacturing productivity.
Delays in Kodak’s plans to improve manufacturing productivity and control costs of operations, including its ongoing restructuring actions to
significantly reduce its traditional manufacturing infrastructure, could negatively impact the gross margins of the Company. Furthermore, if Kodak
is unable to successfully negotiate raw material costs with its suppliers, or incurs adverse pricing on certain of its commodity-based raw materials,
reduction in the gross margins could occur.

We depend on third party suppliers and, therefore, our revenue and gross margins could suffer if we fail to manage supplier
issues properly.

Kodak's operations depend on its ability to anticipate the needs for components, products and services and Kodak’s suppliers’ ability to deliver
sufficient quantities of quality components, products and services at reasonable prices in time for Kodak to meet its schedules. Given the wide variety



of products, services and systems that Kodak offers, the large number of suppliers and contract manufacturers that are dispersed across the globe,
and the long lead times that are required to manufacture, assemble and deliver certain components and products, problems could arise in planning
production and managing inventory levels that could seriously harm Kodak. Other supplier problems that Kodak could face include component
shortages, excess supply and risks related to terms of its contracts with suppliers.

If our planned improvements in supply chain efficiency are delayed, this could adversely affect our revenues and earnings.

As the Company continues with its transformation from a traditional products and services company to a digital products and services company,
Kodak’s planned improvement in supply chain efficiency, if delayed, could adversely affect its business by preventing shipments of certain products to
be made in their desired quantities and in a timely and cost-effective manner. The planned efficiencies could be compromised if Kodak expands into
new markets with new applications that are not fully understood or if the portfolio broadens beyond that anticipated when the plans were initiated.
Any unforeseen changes in manufacturing capacity could also compromise the supply chain efficiencies.

The competitive pressures we face could harm our revenue, gross margins and market share.

Competition remains intense across all segments in which Kodak competes. In the D&FIS segment (which has been realigned into the Consumer
Digital Imaging Group and the Film and Photofinishing Systems Group effective January 1, 2006), price competition has been driven somewhat by
consumers’ conservative spending behaviors during times of a weak world economy, international tensions and the accompanying concern over war
and terrorism. In the Health Group and Graphic Communications Group segments, aggressive pricing tactics intensified in the contract negotiations as
competitors were vying for customers and market share domestically. If the Company is unable to obtain pricing or programs sufficiently competitive
with current and future competitors, Kodak may lose market share, adversely affecting its revenue and gross margins.

If we fail to manage distribution of our products and services properly, our revenue, gross margins and earnings could be
adversely impacted.

The impact of continuing customer consolidation and buying power could have an adverse impact on Kodak’s revenue, gross margins, and earnings.

In the competitive consumer retail environment, there is a movement from small individually owned retailers to larger and commonly known mass
merchants. In the health market, there is a continuing consolidation of various group purchasing organizations. In the commercial graphic
communications market, the Company’s products are sold primarily through a variety of direct and indirect channels. These resellers and distributors
may elect to use suppliers other than Kodak. Kodak's challenge is to successfully negotiate contracts that provide the most favorable conditions to the
Company in the face of price and aggressive competitors.

Economic uncertainty in developing markets could adversely affect our revenue and earnings.

Kodak conducts business in developing markets with economies that tend to be more volatile than those in the United States and Western Europe.
The risk of doing business in developing markets like China, India, Brazil, Argentina, Mexico, Russia and other economically volatile areas could
adversely affect Kodak’s operations and earnings. Such risks include the financial instability among customers in these regions, political instability
and potential conflicts among developing nations and other non-economic factors such as irregular trade flows that need to be managed
successfully with the help of the local governments. Kodak’s failure to successfully manage economic, political and other risks relating to doing
business in developing countries and economically and politically volatile areas could adversely affect its business.

Because we sell our products and services worldwide, we are subject to changes in currency exchange rates and interest rates that may
adversely impact our operations and financial position.

Kodak, as a result of its global operating and financing activities, is exposed to changes in currency exchange rates and interest rates, which may
adversely affect its results of operations and financial position. Exchange rates and interest rates in certain markets in which the Company does
business tend to be more volatile than those in the United States and Western Europe. There can be no guarantees that the economic situation in
developing markets or elsewhere will not worsen, which could result in future effects on earnings should such events occur.

Management has concluded that the Company did not maintain effective internal control over financial reporting as of December 31,
2005 due to a material weakness in internal controls surrounding our accounting for income taxes. If we fail to remediate this material
weakness or any material weaknesses we may discover in the future, we may not be able to provide reasonable assurance regarding the
reliability of our financial statements. As a result, our business, brand and operating results could be harmed.

Effective internal control over financial reporting is necessary for the Company to provide reasonable assurance with respect to our financial reports.
If the Company cannot provide reasonable assurance with respect to its financial reports, its business, brand and operating results could be harmed.
As disclosed in the Company’s 2004 Annual Report on Form 10-K, and in its Quarterly Reports on Form 10-Q for each of the first three quarters of
2005, management’s assessment of the Company’s internal controls over financial reporting identified material weaknesses in the Company’s
internal controls surrounding the accounting for income taxes and in its internal controls surrounding the accounting for pension and other
postretirement benefit plans. In addition, in the Company’s Quarterly Report on Form 10-Q for the three and nine-month periods ended

September 30, 2005, the Company also reported a material weakness in its internal controls surrounding the preparation and review of spreadsheets
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that include new or changed formulas. During the year ended December 31, 2005, the Company has made significant progress in executing the
remediation plans that were established to address the material weaknesses identified above. This resulted in material improvements in the
Company’s internal control over financial reporting, including the successful remediation of the material weaknesses in internal controls
surrounding its accounting for pension and other postretirement benefits and spreadsheet controls as of December 31, 2005. Internal control over
financial reporting may not prevent or detect misstatements because of its inherent limitations, including the possibility of human error, the
circumvention or overriding of controls or fraud. Therefore, even effective internal control over financial reporting can provide only reasonable
assurance with respect to the preparation and fair presentation of financial statements.

If we cannot protect our reputation due to product quality and liability issues, our business could be harmed.

Kodak products are becoming increasingly sophisticated and complicated to design and build as rapid advancements in technologies occur. Although
Kodak has established internal procedures to minimize risks that may arise from product quality and liability issues, there can be no assurance that
Kodak will be able to eliminate or mitigate occurrences of these issues and associated damages. Kodak may incur expenses in connection with, for
example, product recalls, service and lawsuits, and Kodak’s brand image and reputation as a producer of high-quality products could suffer.

ITEM 1B. UNRESOLVED STAFF COMMENTS

On June 8, 2005, the Company received a comment letter from the staff of the Division of Corporation Finance of the SEC. The comments from the
staff were issued with respect to its review of the Company’s Form 10-K for the year ended December 31, 2004, the Form 10-Q for the quarterly
period ended March 31, 2005 and the Form 8-K filed on April 22, 2005 relating to the Company’s first quarter 2005 earnings release. In addition to
other comments, the staff’s June 8, 2005 letter included three comments relating to the Company’s restatement of (1) the 2003 quarterly and full-year
periods and (2) the first three quarters of 2004 (the “restatements”). The substance of those three comments is summarized below:

¢ In Note 1, “Significant Accounting Policies and Restatement,” to the Consolidated Financial Statements as of and for the year ended
December 31, 2004 (Note 1), the Company provided disclosure summarizing the nature of the income taxes, pensions and other
postretirement benefits and other errors that resulted in the restatements. In its comment letter, the staff requested additional detailed
information regarding the individual errors within these categories, including an analysis of the impact of those errors on each of the five years
in the period from 2000 through 2004;

e |n Note 1, the Company provided disclosure of the net impact of the errors relating to periods prior to 2003 of $1.2 million (net adjustment) and
the fact that, because these errors did not have a material impact on the periods prior to 2003 or to the first quarter of and full-year 2003, the
Company recorded the net adjustment as a charge to Selling, General and Administrative expenses (SG&A) in the quarter ended
March 31, 2003. In its comment letter, the staff requested that the Company (1) explain its treatment of the net adjustment as a charge to
SG&A in the first quarter of 2003 and (2) provide an analysis demonstrating that the items comprising the net adjustment were not material to
the periods prior to 2003; and

¢ |nits comment letter, the staff requested that the Company provide quantitative and qualitative analyses supporting its materiality judgments
for each of the five years in the period from 2000 through 2004. The staff requested that these analyses consider the materiality of each
misstatement individually and in the aggregate, including their impact on individual balance sheet and income statement line items, quarterly
and annual earnings per share, gross margins and the segment data.

The Company responded to all of the staff’s comments in a letter it filed with the SEC dated August 9, 2005. Included in the Company’s response
were the supplemental analyses and information requested by the staff. As of the date of the filing of this Form 10-K, the staff continues to review the
Company’s responses and, therefore, these comments remain unresolved.

ITEM 2. PROPERTIES

The D&FIS segment of Kodak’s business in the United States is centered in Rochester, New York, where photographic goods are manufactured.
Another manufacturing facility in Windsor, Colorado, also produces sensitized photographic goods. Kodak EasyShare Gallery’s operations are

located in Emeryville, California. Digital product manufacturing is located in China and is also outsourced to third parties. Additional D&FIS segment
manufacturing facilities outside the United States are located in the United Kingdom, Brazil, China, France, India, Mexico and Russia. Kodak maintains
marketing and distribution facilities in many parts of the world. There are also several photofinishing laboratories located across the United States and
certain countries in Europe.

Products in the Health Group segment are manufactured in the United States, primarily in Rochester, New York; Windsor, Colorado; Oakdale,
Minnesota; and White City, Oregon. Manufacturing facilities outside the United States are located in Brazil, China, France, Germany, India and Mexico.
The segment provides digital and traditional products and services including picture archiving and communications systems, radiology information
systems, enterprise and departmental healthcare information systems, digital and computed radiography systems, laser imaging, mammography and
oncology systems, x-ray film systems for general radiography, and dental imaging products.

Products in the Graphic Communications Group segment are manufactured in the United States, primarily in Rochester, New York; Dayton, Ohio;
Columbus, Georgia; Weatherford, Oklahoma; Windsor, Colorado; and San Diego, California. Manufacturing facilities outside the United States are



located in the United Kingdom, France, Germany, South Africa, Israel, Bulgaria, China, Japan, Canada and Mexico. The segment provides digital and
traditional products and services including digital printing, industrial solutions, prepress consumables and workflow and prepress equipment.

Properties within a country may be shared by all segments operating within that country.

Regional distribution centers are located in various places within and outside of the United States. The Company owns or leases administrative,
manufacturing, marketing and processing facilities in various parts of the world. The leases are for various periods and are generally renewable.

The Company anticipates that its property portfolio will be reduced significantly over the next few years as a result of the 2004-2006 cost reduction
program. Under this program, the Company expected to reduce its worldwide facility square footage by approximately one-third. In July 2005, the
Company expanded this program and now plans to reduce its traditional manufacturing infrastructure by two-thirds below 2004 levels. This program
has been renamed the “2004-2007 Restructuring Program” and is expected to be largely complete by mid-2007. During 2005, the Company made
significant progress towards achieving this goal and remains committed to this plan.

ITEM 3. LEGAL PROCEEDINGS

During March 2005, the Company was contacted by members of the Division of Enforcement of the SEC concerning the announced restatement of
the Company’s financial statements for the full year and quarters of 2003 and the first three unaudited quarters of 2004. An informal inquiry by the
staff of the SEC into the substance of that restatement is continuing. The Company continues to fully cooperate with this inquiry, and the staff has
indicated that the inquiry should not be construed as an indication by the SEC or its staff that any violations of law have occurred.

On June 13, 2005, a purported shareholder class action lawsuit was filed against the Company and two of its executives in the United States District
Court for the Southern District of New York. On June 20, 2005 and August 10, 2005, similar lawsuits were filed against the same defendants in the
United States District Court for the Western District of New York. The cases have been consolidated in the Western District of New York and the lead
plaintiffs are John Dudek and the Alaska Electrical Pension Fund. The complaints filed in each of these actions (collectively, the “Complaints”) seek
to allege claims under the Securities Exchange Act on behalf of a proposed class of persons who purchased securities of the Company between April
23,2003 and September 25, 2003, inclusive. The substance of the Complaints is that various press releases and other public statements made by
the Company during the proposed class period allegedly misrepresented the Company’s financial condition and omitted material information regarding,
among other things, the state of the Company’s film and paper business. An amended complaint was filed on January 20, 20086, containing
essentially the same allegations as the original complaint but adding an additional named defendant. Defendants’ initial responses to the Complaints
are not yet due. The Company intends to defend these lawsuits vigorously but is unable currently to predict the outcome of the litigation or to estimate
the range of potential loss, if any.

On or about November 9, 2005, the Company was served with a purported derivative lawsuit that had been commenced against the Company, as

a nominal defendant, and eleven current and former directors and officers of the Company, in the New York State Supreme Court, Monroe County.
The Complaint seeks to allege claims on behalf of the Company that, between April 2003 and September 2003, the defendant officers and directors
caused the Company to make allegedly improper statements, in press release and other public statements, which falsely represented or omitted
material information about the Company’s financial results and guidance. The plaintiff alleges that this conduct was a breach of the defendants’
common law fiduciary obligations to the Company, and constituted an abuse of control, gross mismanagement, waste and unjust enrichment.
Defendants’ initial responses to the Complaint are not yet due. The Company intends to defend this lawsuit vigorously but is unable currently to
predict the outcome of the litigation or to estimate the range of possible loss, if any.

The Company is named a Potentially Responsible Party (“PRP”) along with seven other companies in connection with certain alleged environmental
contamination at the Rochester Fire Academy, located in Rochester, New York. The Company provided flammable materials to the Fire Academy,
which were used in fire-fighting training. The Company and the seven other PRPs have been negotiating with the New York State Attorney General’s
office. On November 15, 2005, the New York State Attorney General filed a complaint in the U.S. District Court, Western District of New York against
all eight PRPs seeking recovery of expenses to remediate the site. The Company has not yet been served and therefore its initial response is not yet
due. The potential monetary sanction will be in excess of $100,000 but is not expected to be material.

ITEM 4. SUBMISSION OF MIATTERS TO A VOTE OF SECURITY HOLDERS
None.
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EXECUTIVE OFFICERS OF THE REGISTRANT

Pursuant to General Instructions G (3) of Form 10-K, the following list is included as an unnumbered item in Part | of this report in lieu of being
included in the Proxy Statement for the Annual Meeting of Shareholders.

Date First Elected
an to
Executive Present
Name Age Positions Held Officer Office
Robert L. Berman 48 Senior Vice President 2002 2005
Charles S. Brown, Jr. 55 Senior Vice President 2000 2000
Richard G. Brown, Jr. 57 Chief Accounting Officer and Controller 2003 2003
Robert H. Brust 62 Chief Financial Officer and Executive Vice President 2000 2000
Philip J. Faraci 50 Senior Vice President 2005 2005
Carl E. Gustin, Jr. 54 Senior Vice President 1995 1995
Joyce P. Haag 55 General Counsel and Senior Vice President 2005 2005
Mary Jane Hellyar 52 Senior Vice President 2005 2004
Kevin J. Hobert iy Senior Vice President 2005 2005
James T. Langley 55 Senior Vice President 2003 2003
William J. Lloyd 66 Senior Vice President 2005 2005
Daniel T. Meek 54 Senior Vice President 2004 1998
Antonio M. Perez 60 Chairman of the Board, Chief Executive Officer 2003 2005

Executive officers are elected annually in February.

All of the executive officers have been employed by Kodak in various executive and managerial positions for at least five years, except Mr. Hobert,
who joined the Company on September 30, 2002; Mr. Perez, who joined the Company on April 2, 2003; Mr. Lloyd, who joined the Company on
June 16, 2003; Mr. Langley, who joined the Company on August 18, 2003; Mr. Richard Brown, Jr., who joined the Company on December 17, 2003;
and Mr. Faraci, who joined the Company on December 6, 2004.

The executive officers’ biographies follow:

Robert L. Berman

Mr. Berman was appointed to the position of Director, Human Resources in January 2002 and was elected a Vice President of the Company in
February 2002. In March 2005, he was elected a Senior Vice President by the Board of Directors. Prior to this position, Mr. Berman was the
Associate Director of Human Resources and the Director and Divisional Vice President of Human Resources for Global Operations. His responsibility in
that role included leadership in the delivery of strategic and operational human resources services to Kodak’s global manufacturing, supply chain and
regional operations around the world. He has held a variety of key human resources positions for Kodak over his 22 year career, including the Director
and Divisional Vice President of Human Resources for the Consumer Imaging business and the Human Resources Director for Kodak Colorado Division.

Charles S. Brown, Jr.

Mr. Brown began his Kodak career as a process engineer in the Synthetic Chemicals Division in 1973 and served in various technical and
supervisory capacities until 1982. Mr. Brown’s Kodak management experience has been primarily in manufacturing serving as the Director,
Manufacturing Research and Engineering Division; Manufacturing Manager, Materials for Ektacolor Paper and Chemicals; and Manager, Synthetic
Chemicals Division. In 1993, he was named the General Manager of Sensitized Goods Platform Center, the Company’s unit responsible for the
development of new photographic films, papers and photochemical products, and manufacturing technologies.

In September 1995 he was named Chief Operating Officer, Consumer Imaging and in October of that same year, the Board of Directors elected him
a Vice President of the Company. His primary responsibilities included Consumer Imaging’s film, paper and camera businesses. Mr. Brown was then
named the Assistant Director, Imaging Materials Manufacturing beginning September 1, 1997.



Mr. Brown was named Director, Global Manufacturing and Logistics, effective February 1, 1999. In this position, he provided leadership for Kodak’s
global operations for film, photographic paper, chemical products and equipment.

On April 14, 2000, Eastman Kodak Company’s Board of Directors elected Mr. Brown a Senior Vice President.

In June 2004, Mr. Brown was promoted to Chief Administrative Officer and is responsible for such corporate functions as Health, Safety &
Environment, Human Resources, Corporate Security, Information Security and the Legal department. He also oversees the Company’s
international regions.

Richard G. Brown, Jr.
Mr. Brown joined Eastman Kodak Company in December 2003 as Chief Accounting Officer and Controller.

Mr. Brown was previously a partner at Ernst & Young LLP, serving SEC registrants and privately held companies in such industries as consumer
products, manufacturing and services. During his 32-year career at Ernst & Young, he had significant experience in dealing with matters governed by
the U.S. Securities and Exchange Commission, and participated for the last 15 years of his career there in the firm’s National Accounting and Auditing
Control Program.

Robert H. Brust

Mr. Brust was named Chief Financial Officer and Executive Vice President of Eastman Kodak Company, effective January 3, 2000. On

January 30, 2006, the Company announced that Mr. Brust plans to retire from the Company effective January 31, 2007. Prior to joining Kodak,
Mr. Brust was Senior Vice President and Chief Financial Officer of Unisys Corporation, a global information services and technology company with
$8 billion in revenues, located in Blue Bell, Pennsylvania. He joined Unisys in 1997, where he directed the company’s financial organization,
including treasury, controllers, tax, information systems, mergers and acquisitions, strategy, procurement, and investor relations. He is largely
credited for strengthening Unisys’ balance sheet and achieving a significant upgrade in the company’s credit ratings.

Mr. Brust went to Unisys following a distinguished 31-year career at General Electric Co, where he last ran the finance operations of that company’s
plastics division as it grew from $900 million in revenues to about $8 billion. He joined General Electric in 1965, working in a variety of financial and
financial management positions in businesses as diverse as motors, capacitors, steam turbines and generators, and engineering services. He joined
the plastics division in 1983, directing the financial operation of that business through its dramatic period of growth.

Philip J. Faraci

Mr. Faraci was named President, Consumer Digital Imaging Group in September 2005, effective January 1, 2006. He oversees Kodak’s consumer,
digital capture, printing, kiosk, and imaging systems businesses. He joined Kodak as Director, Inkjet Systems Program in December 2004. In February
2005 he was elected Senior Vice President of the Company. In June 2005, he was also named Director, Corporate Strategy & Business Development.

Prior to Kodak, Mr. Faraci served as Chief Operating Officer of Phogenix Imaging and President and General Manager of Gemplus Corporation’s
Telecom Business Unit. Prior to these roles, he spent 22 years at Hewlett-Packard, where he served as Vice President and General Manager of the
Consumer Business Organization and Senior Vice President and General Manager for the Inkjet Imaging Solutions Group.

Carl E. Gustin, Jr.

Carl Gustin joined Kodak as Vice President and General Manager of the Digital and Applied Imaging Division in August 1994. In October 1995, he
was appointed to his present position as Chief Marketing Officer and Senior Vice President, Eastman Kodak Company, in addition to his role as acting
President and General Manager of Digital and Applied Imaging, which he did through 1996.

As Chief Marketing Officer, Mr. Gustin has been breaking new ground in the areas of advertising and marketing in an effort to fuel new market growth
while further enhancing and broadening the reach of the brand. His areas of responsibility include: corporate-wide general marketing, internet
marketing, customer relationship marketing, presence marketing, corporate branding, new business incubation, multicultural marketing, business
research and corporate design, as well as providing leadership and direction for the marketing functions across the Company.

Joyce P. Haag

Ms. Haag began her Kodak career in 1981, as a lawyer on the Legal Staff. She was elected Assistant Secretary in December 1991 and Corporate
Secretary in February 1995. In January 2001, she was appointed to the additional position of Assistant General Counsel. In August 2003, she
became Director, Marketing, Antitrust, Trademark & Litigation Legal Staff and in March 2004, she became General Counsel, Europe, Africa and Middle
Eastern Region (EAMER). In July 2005, she was promoted to General Counsel and Senior Vice President.

Prior to joining the Kodak Legal Staff, Ms. Haag was an associate with Boylan, Brown, Code, Fowler Vigdor & Wilson LLP in Rochester, New York.
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Mary Jane Hellyar

Mary Jane Hellyar joined Eastman Kodak Company in 1982 as a Research Scientist in the Kodak Research Laboratories. She held a variety of
positions within R&D and in 1988 she joined Film Manufacturing as a product engineer for motion picture films. In 1992 Ms. Hellyar was named
Director of the Chemicals Development Division, responsible for process development of chemical components for Kodak. Following a one-year
program at the Sloan School, she joined Consumer Imaging in the Strategic Planning function in 1994. In 1995 Ms. Hellyar was named Director of the
Color Product Platform, responsible for development and commercialization of color negative films, papers and chemicals.

Effective May 1999, Ms. Hellyar was named General Manager, Consumer Film Business, Consumer Imaging and was elected to Corporate
Vice President.

In October 2001, Ms. Hellyar’s responsibilities were expanded and in 2003 she added responsibilities for professional films. In November 2004, she
was named President, Display and Components Group. In January 2005, the Board of Directors elected her to Senior Vice President.

In September 2005, the Company moved to four vertical businesses. Ms. Hellyar was named President, Film & Photofinishing Systems Group,
effective January 1, 2006, while also continuing responsibility for Kodak’s Display business.

Kevin J. Hobert
Kevin Hobert was appointed President of Kodak’s Health Group and a Senior Vice President of the Company in February 2005.

Prior to his current position, Mr. Hobert was General Manager, Digital Capture Systems and Vice President of Kodak’s Health Group. He drove
significant process and product improvements that delivered revenue growth and improved margins. Under his leadership, the computed radiography
business achieved the number two position worldwide, a digital radiography business was established and breast cancer computer aided detection,
Kodak's first FDA PMA product, was introduced to the market.

Mr. Hobert joined Kodak in 2002 from General Electric Medical Systems (GEMS), a division of General Electric Co., with 11 years experience in the
medical imaging market. At GE he was responsible for leading GEMS’ global business comprised of digital, analog and mobile radiography market
segments and remote, classical and multipurpose fluoroscopy market segments.

James T. Langley

James Langley joined Kodak as President, Commercial Printing, in August 2003. The Commercial Printing Group was renamed Graphic
Communications Group in May 2004. In September he was elected to Senior Vice President of the Company. His responsibilities include leveraging
Kodak's intellectual property to create new streams of revenue from the commercial printing market, as well as managing the Company’s Encad,
NexPress, Versamark, Kodak Polychrome Graphics and Creo subsidiaries. Mr. Langley has extensive expertise in printing technologies and both
low-volume and high-volume manufacturing, stemming from a 30-year career at Hewlett-Packard Company (HP). Most recently, he was Vice
President of Commercial Printing at HP from March 2000 to August 2002, where he created a business plan, built a team and successfully moved the
company into that market.

Prior to that assignment, Mr. Langley served for three years as Vice President of Inkjet Worldwide Office Printers, responsible for expanding the
presence of HP’s inkjet products in new, higher-end markets. This included all-in-one office printing devices, large format printing, photofinishing and
commercial printing. During his tenure, revenue and earnings at the business grew annually at a double-digit pace.

From August 1993 to June 1997, Mr. Langley served as the General Manager of HP’s Vancouver Printer Division, a new unit whose sales represented
incremental business for the company. As General Manager, he led the development of high-performance inkjet technology and products for retail and
commercial channels.

Mr. Langley joined HP in 1972, working in a variety of technical and management positions involving laser printers. His achievements in that time
included writing the Printer Control Language for use with HP LaserJet printers.

William J. Lloyd

Bill Lloyd joined Kodak in June 2003 as Director, Portfolio Planning and Analysis. In October 2003, he was named Director, Inkjet Systems Program,
and was elected to Vice President of the Company. In February 2005, he was elected to Senior Vice President. His current title became effective
March 1, 2005.

Prior to Kodak, Mr. Lloyd was President of the consulting firm, Inwit, Inc. focused on imaging technology. From November 2000 until March 2002, he
served as Executive Vice President and Chief Technology Officer (“CT0”) of Gemplus International, the leading provider of smart card-based secure
solutions for the wireless and financial markets.

In 2000, Mr. Lloyd served as the Co-CEO during the startup phase of Phogenix Imaging, a joint venture between Eastman Kodak and Hewlett-Packard.



Mr. Lloyd has extensive expertise in imaging and printing technologies, stemming from his 31-year career at Hewlett-Packard Company where he was
Group Vice President and CTO for consumer imaging and printing. In his career at HP, Mr. Lloyd held a variety of positions in product development and
research both in the US and Japan. During his tenure in Japan (from 1990 until 1993), he directed the establishment of a branch of HP Laboratories.

Daniel T. Meek

Daniel Meek was named Director, Global Manufacturing & Logistics effective June 2004. In this position he provides leadership for Kodak’s global
operations for film, photographic paper, chemical products and equipment, as well as global logistics. In April 2004, he was elected to Senior Vice
President of the Company by the Board of Directors. In October 2003, he was named Corporate KOS (Kodak Operating System) Director on a full time
basis. Since January 2003, he was both the Director of the Global Capture Flow, part of Global Manufacturing & Logistics and the Corporate KOS
Director. In November 2002, he was named Director of the Global Capture Flow, Global Manufacturing and Logistics, which included the merger of the
Color Film, Graphics, and Document Imaging Flows, as well as Estar Manufacturing. In December 1999, he was named Director of Worldwide Color
Film Flow, Imaging Materials Manufacturing. Previously, in October 1998, he was named Director of Worldwide Manufacturing Services, Imaging
Materials Manufacturing, and elected to Vice President, Eastman Kodak Company.

Prior to joining Kodak, from 1995 to 1998, Daniel Meek was Vice President of Operations at NYPRO, Inc., a worldwide custom injection
molding company.

He previously worked for Kodak and originally joined the Company in 1973 as a systems analyst and later held a variety of positions in the Paper
Manufacturing Organization. In 1985, he joined Verbatim Corporation after Kodak acquired it, subsequently serving as Senior Vice President for North
American operations. In 1990, the Verbatim Corporation was sold to Mitsubishi Chemical Corporation and Dan remained at Verbatim until 1995
continuing in his executive operations role.

Antonio M. Perez

Antonio M. Perez joined Kodak as President and Chief Operating Officer in April 2003, and was elected to the Company’s Board of Directors in
October 2004. In May 2005, he was elected Chief Executive Officer, effective June 1, 2005, and on December 31, 2005, he became Chairman of the
Company’s Board of Directors.

Mr. Perez is leading the digital transformation of Kodak, aimed at delivering innovative digital products and services to consumer and commercial
customers in the fastest-growing segments of the imaging industry.

Mr. Perez has extensive expertise in digital imaging technologies, stemming from a 25-year career at Hewlett-Packard Company, where he was a
Corporate Vice President and a member of the company’s Executive Council. As President of HP’s consumer business, Mr. Perez spearheaded the
company’s efforts to build a business in digital imaging and electronic publishing, ultimately generating worldwide revenue of more than $16 billion.

Prior to that assignment, Mr. Perez served as President and CEO of HP’s inkjet imaging business. During the five years in which he led the business,
the installed base of inkjet printers grew from 17 million to 100 million worldwide, with total revenue of more than $10 billion.

Just prior to joining Kodak, Mr. Perez served as an independent consultant for large investment firms, providing counsel on the effect of technology
shifts on financial markets.

From June 2000 to December 2001, Mr. Perez was President and CEO of Gemplus International, where he led the effort to take the company public.
While at Gemplus, he transformed the company into the leading smart card-based solution provider in the fast-growing wireless and financial markets.
In the first fiscal year, revenue at Gemplus grew 70%, from $700 million to $1.2 billion.
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ITEM 5. MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED
STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY
SECURITIES

Eastman Kodak Company common stock is principally traded on the New York Stock Exchange under the symbol “EK.” There are 76,539

shareholders of record of common stock as of January 31, 2006.

Market Price Data

2005 2004
Price per share: High Low High Low
1st Quarter $35.19 $30.87 $31.55  §24.25
2nd Quarter 33.10 24.63 27.44 24.55
3rd Quarter 29.24 23.97 33.50 24.75
4th Quarter 25.14 20.77 34.74 28.93

Dividend Information

The Company has a dividend policy whereby it makes semi-annual payments of dividends, when declared, on the Company’s 10th business day each
July and December to shareholders of record on the close of the first business day of the preceding month.

On May 11, 2005, the Board of Directors declared a semi-annual cash dividend of $.25 per share payable to shareholders of record at the close of
business on June 1, 2005. This dividend was paid on July 15, 2005. On October 18, 2005, the Board of Directors declared a semi-annual cash
dividend of $.25 per share payable to shareholders of record at the close of business on November 1, 2005. This dividend was paid on

December 14, 2005. The total dividends paid for the year ended December 31, 2005 was $144 million.

On May 12, 2004, the Board of Directors declared a semi-annual cash dividend of $.25 per share payable to shareholders of record at the close of
business on June 1, 2004. This dividend was paid on July 15, 2004. On October 19, 2004, the Board of Directors declared a semi-annual cash
dividend of $.25 per share payable to shareholders of record at the close of business on November 1, 2004. This dividend was paid on

December 14, 2004. The total dividends paid for the year ended December 31, 2004 was $143 million.

ITEM 6. SELECTED FINANCIAL DATA
Refer to Summary of Operating Data on page 130.

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Critical Accounting Policies and Estimates

The accompanying consolidated financial statements and notes to consolidated financial statements contain information that is pertinent to
management’s discussion and analysis of the financial condition and results of operations. The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenue and expenses, and the related disclosure of contingent assets and liabilities.

The Company believes that the critical accounting policies and estimates discussed below involve the most complex management judgments due to
the sensitivity of the methods and assumptions necessary in determining the related asset, liability, revenue and expense amounts.

Revenue Recognition

Kodak recognizes revenue when it is realized or realizable and earned. For the sale of multiple-element arrangements whereby equipment is
combined with services, including maintenance and training, and other elements, including software and products, the Company allocates to, and
recognizes revenue from, the various elements based on their fair value. For full service solutions sales, which consist of the sale of equipment

and software which may or may not require significant production, modification or customization, there are two acceptable methods of accounting:
percentage of completion accounting and completed contract accounting. For certain of the Company’s full service solutions, the completed contract
method of accounting is being followed by the Company. This is due to insufficient historical experience resulting in the inability to provide reasonably



dependable estimates of the revenues and costs applicable to the various stages of such contracts as would be necessary under the percentage of
completion methodology. When the Company does have sufficient historical experience and the ability to provide reasonably dependable estimates
of the revenues and the costs applicable to the various stages of these contracts, the Company will account for these full service solutions under the
percentage of completion methodology.

At the time revenue is recognized, the Company also records reductions to revenue for customer incentive programs in accordance with the provisions
of Emerging Issues Task Force (EITF) Issue No. 01-09, “Accounting for Consideration Given from a Vendor to a Customer (Including a Reseller of the
Vendor’s Products).” Such incentive programs include cash and volume discounts, price protection, promotional, cooperative and other advertising
allowances and coupons. For those incentives that require the estimation of sales volumes or redemption rates, such as for volume rebates or
coupons, the Company uses historical experience and internal and customer data to estimate the sales incentive at the time revenue is recognized.

In the event that the actual results of these items differ from the estimates, adjustments to the sales incentive accruals would be recorded.

Incremental direct costs (i.e. costs that vary with and are directly related to the acquisition of a contract which would not have been incurred but for
the acquisition of the contract) of a customer contract in a transaction that results in the deferral of revenue are deferred and netted against revenue
in proportion to the related revenue recognized in each period if: (1) an enforceable contract for the remaining deliverable items exists; and (2) delivery
of the remaining items in the arrangement is expected to generate positive margins allowing realization of the deferred costs.

Allowance for Doubtful Accounts

The Company records and maintains a provision for doubtful accounts for customers based on a variety of factors including the Company’s historical
experience, the length of time the receivable has been outstanding and the financial condition of the customer. In addition, Kodak regularly analyzes
its customer accounts and, when it becomes aware of a specific customer’s inability to meet its financial obligations to the Company, such as in

the case of bankruptcy filings or deterioration in the customer’s overall financial condition, records a specific provision for uncollectible accounts

to increase the allowance to the amount that is estimated to be uncollectible. If circumstances related to specific customers were to change, the
Company’s estimates with respect to the collectibility of the related receivables could be further adjusted. However, losses in the aggregate have not
exceeded management’s expectations.

Inventories

Inventories are stated at the lower of cost or market. The cost of most inventories in the U.S. is determined by the “last-in, first-out” (LIFO) method.
The cost of all of the Company’s remaining inventories in and outside the U.S. is determined by the “first-in, first-out” (FIFO) or average cost method,
which approximates current cost.

Kodak reduces the carrying value of its inventory based on estimates of what is excess, slow-moving and obsolete, as well as inventory whose
carrying value is in excess of net realizable value. These write-downs are based on current assessments about future demands, market conditions
and related management initiatives. If, in the future, the Company determined that market conditions and actual demands are less favorable than
those projected and, therefore, inventory was overvalued, the Company would be required to further reduce the carrying value of the inventory and
record a charge to earnings at the time such determination was made. If, in the future, the Company determined that inventory write-downs were
overstated and, therefore, inventory was undervalued, the Company would recognize the increase to earnings through higher gross profit at the time
the related undervalued inventory was sold. However, actual results have not differed materially from management’s estimates.

On January 1, 2006, the Company elected to change its method of costing its U.S. inventories to the FIFO method, whereas in all prior years most of
Kodak's inventory in the U.S. was costed using the LIFO method. The new method of accounting for inventory in the U.S. was adopted because the
FIFO method will provide for a better matching of revenue and expenses given the rapid technological change in the Company’s products. The FIFO
method will also better reflect the cost of inventory on the Company’s Statement of Financial Position. Prior periods will be restated in future financial
statements for comparative purposes in order to reflect the impact of this change in methodology from LIFO to FIFO.

Valuation of Long-Lived Assets, Including Goodwill and Purchased Intangible Assets

The Company reviews the carrying value of its long-lived assets, including goodwill and purchased intangible assets, for impairment whenever events
or changes in circumstances indicate that the carrying value may not be recoverable. The Company assesses the recoverability of the carrying value
of long-lived assets, other than goodwill and purchased intangible assets with indefinite useful lives, by first grouping its long-lived assets with other
assets and liabilities at the lowest level for which identifiable cash flows are largely independent of the cash flows of other assets and liabilities (the
asset group) and, secondly, estimating the undiscounted future cash flows that are directly associated with and expected to arise from the use of

and eventual disposition of such asset group. The Company estimates the undiscounted cash flows over the remaining useful life of the primary asset
within the asset group. If the carrying value of the asset group exceeds the estimated undiscounted cash flows, the Company records an

impairment charge to the extent the carrying value of the long-lived asset exceeds its fair value. The Company determines fair value through quoted
market prices in active markets or, if quoted market prices are unavailable, through the performance of internal analyses of discounted cash flows

or external appraisals. The undiscounted and discounted cash flow analyses are based on a number of estimates and assumptions, including the
expected period over which the asset will be utilized, projected future operating results of the asset group, discount rate and long-term growth rate.
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To assess goodwill for impairment, the Company performs an assessment of the carrying value of its reporting units on an annual basis or when
events and changes in circumstances occur that would more likely than not reduce the fair value of the Company’s reporting units below their carrying
value. If the carrying value of a reporting unit exceeds its fair value, the Company would record an impairment charge to earnings to the extent the
carrying amount of the reporting unit goodwill exceeds its implied fair value. The Company estimates the fair value of its reporting units through
internal analyses and external valuations, which utilize income and market valuation approaches through the application of capitalized earnings,
discounted cash flow and market comparable methods. These valuation techniques are based on a number of estimates and assumptions, including
the projected future operating results of the reporting unit, discount rate, long-term growth rate and appropriate market comparables.

The Company’s assessments of impairment of long-lived assets, including goodwill and purchased intangible assets, and its periodic review of the
remaining useful lives of its long-lived assets are an integral part of the Company’s ongoing strategic review of the business and operations, and are
also performed in conjunction with the Company’s ongoing restructuring actions. Therefore, changes in the Company’s strategy, the Company’s
ongoing digital transformation and other changes in the operations of the Company could impact the projected future operating results that are
inherent in the Company’s estimates of fair value, resulting in impairments in the future. Additionally, other changes in the estimates and assumptions,
including the discount rate and expected long-term growth rate, which drive the valuation techniques employed to estimate the fair value of long-lived
assets and goodwill could change and, therefore, impact the assessments of impairment in the future.

In performing the annual assessment of goodwill for impairment, the Company determined that no material reporting units’ carrying values exceeded
their respective fair values. See “Goodwill” under Note 1, “Significant Accounting Policies.” Due to the realignment of the Kodak operating model and
change in reporting structure, as described in Note 23, “Segment Information,” effective January 1, 2006, the Company reassessed its goodwill for
impairment during the first quarter of 2006, and determined that no reporting units’ carrying values exceeded their respective estimated fair values
based on the realigned reporting structure and, therefore, there is no impairment.

Income Taxes

The Company records a valuation allowance to reduce its net deferred tax assets to the amount that is more likely than not to be realized. The
valuation allowance as of December 31, 2005 of $1,406 million is attributable to $177 million of net foreign deferred tax assets, including certain net
operating loss and capital loss carryforwards and $1,229 million of U.S. net deferred tax assets, including current year losses and credits, which the
Company is unable to realize. The Company has considered future market growth, forecasted earnings, future taxable income, the mix of earnings in
the jurisdictions in which the Company operates and prudent and feasible tax planning strategies in determining the need for these valuation
allowances. If Kodak were to determine that it would not be able to realize a portion of its net deferred tax asset in the future, for which there is
currently no valuation allowance, an adjustment to the net deferred tax assets would be charged to earnings in the period such determination was
made. Conversely, if the Company were to make a determination that it is more likely than not that the deferred tax assets, for which there is currently
a valuation allowance, would be realized, the related valuation allowance would be reduced and a benefit to earnings would be recorded.

The Company’s effective tax rate considers the impact of undistributed earnings of subsidiary companies outside of the U.S. Deferred taxes have not
been provided for the potential remittance of such undistributed earnings, as it is the Company’s policy to permanently reinvest its retained earnings.
However, from time to time and to the extent that the Company can repatriate overseas earnings on essentially a tax-free basis, the Company’s foreign
subsidiaries will pay dividends to the U.S. Material changes in the Company’s working capital and long-term investment requirements could impact
the decisions made by management with respect to the level and source of future remittances and, as a result, the Company’s effective tax rate. See
Note 15, “Income Taxes.”

The Company operates within multiple taxing jurisdictions worldwide and is subject to audit in these jurisdictions. These audits can involve complex
issues, which may require an extended period of time for resolution. Although management believes that adequate provision has been made for such
issues, there is the possibility that the ultimate resolution of such issues could have an adverse effect on the earnings of the Company. Conversely, if
these issues are resolved favorably in the future, the related provisions would be reduced, thus having a positive impact on earnings.

Warranty Obligations

Management estimates expected product failure rates, material usage and service costs in the development of its warranty obligations. At the time
revenue is recognized, the Company provides for the estimated costs of its warranties as a charge to cost of goods sold. Estimates are based on
historical warranty experience and related costs to repair. Actual results have not differed materially from management’s estimates. In the event that
the actual results of these items differ from the estimates, an adjustment to the warranty obligation would be recorded.

Pension and Other Postretirement Benefits

The Company accounts for its defined benefit pension plans in accordance with Statement of Financial Accounting Standards (SFAS) No. 87,
“Employers’ Accounting for Pensions,” and its other postretirement benefits in accordance with SFAS No. 106, “Employers’ Accounting for
Postretirement Benefits Other than Pensions.” These standards require that the amounts recognized in the financial statements be determined on an
actuarial basis. See Note 17, “Retirement Plans,” and Note 18, “Other Postretirement Benefits,” for disclosure of (i) the nature of the Company’s plans,



(ii) the amount of income and expense included in the Company’s Consolidated Statement of Operations for the years ended December 31, 2005,
2004 and 2003, (iii) the Company’s contributions and estimated future funding requirements and (iv) the amount of unrecognized losses at
December 31, 2005 and 2004.

Kodak's defined benefit pension and other postretirement benefit costs and obligations are dependent on the Company’s assumptions used by
actuaries in calculating such amounts. These assumptions, which are reviewed annually by the Company, include the discount rate, long-term
expected rate of return on plan assets (EROA), salary growth, healthcare cost trend rate and other economic and demographic factors. Actual results
that differ from our assumptions are recorded as unrecognized gains and losses and are amortized to earnings over the estimated future service
period of the plan participants to the extent such total net unrecognized gains and losses exceed 10% of the greater of the plan’s projected benefit
obligation or the market-related value of assets. Significant differences in actual experience or significant changes in future assumptions would affect
the Company’s pension and other postretirement benefit costs and obligations.

Generally, the Company bases the discount rate assumption for its significant plans on high quality corporate long-term bond yields in the respective
countries as of the measurement date. Specifically, for its U.S. and Canada plans, the Company determines a discount rate using a cash flow model to
incorporate the expected timing of benefit payments and a AA-rated high quality corporate bond yield curve. For the Company’s other non-U.S. plans,
the discount rates are determined by comparison to published local long-term high quality bond indices.

The EROA assumption is based on a combination of formal asset and liability studies, historical results of the portfolio, and management’s expectation
as to future returns that are expected to be realized over the estimated remaining life of the plan liabilities that will be funded with the plan assets.
The salary growth assumptions are determined based on the Company’s long-term actual experience and future and near-term outlook. The
healthcare cost trend rate assumptions are based on historical cost and payment data, the near-term outlook and an assessment of the likely
long-term trends.

The Company reviews its EROA assumption annually for the Kodak Retirement Income Plan (KRIP). To facilitate this review, every three years, or
when market conditions change materially, the Company undertakes a new asset and liability study to reaffirm the current asset allocation and the
related EROA assumption. In March 2005, a new asset and liability modeling study was completed and the KRIP EROA assumption for 2005 remained
at 9.0%. The KRIP EROA assumption is expected to remain at 9.0% for 2006 as well. Given the decrease in the discount rate of 25 basis points
from 5.75% for 2005 to 5.50% for 2006, an increase in expected return on plan assets due to asset performance in 2005, changes in demographic
assumptions resulting from the completion of assumption studies in 2005, and a decrease in amortization expense relating to unrecognized actuarial
losses in accordance with SFAS No. 87, total pension income from continuing operations before special termination benefits, curtailment losses and
settlement losses for the major funded and unfunded defined benefit plans in the U.S. is expected to increase from $22 million in 2005 to $79 million
in 2006. Pension expense from continuing operations before special benefits, curtailment losses and settlement losses in the Company’s major
funded and unfunded non-U.S. defined benefit plans is projected to increase from $88 million in 2005 to $113 million in 2006, which is primarily
attributable to an increase in amortization expense relating to the unrecognized actuarial losses. Additionally, due in part to the decrease in the
discount rate from 5.75% for 2005 to 5.50% for 2006 and a decrease in amortization expense relating to the unrecognized actuarial losses, the
Company expects the cost, before curtailment and settlement gains and losses, of its most significant postretirement benefit plan, the U.S. plan, to
approximate $180 million in 2006, as compared with $192 million for 2005. These estimates have been incorporated into the Company’s earnings
outlook for 2006.
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The following table illustrates the sensitivity to a change to certain key assumptions used in the calculation of expense for the year ending December
31, 2006 and the projected benefit obligation (PBO) at December 31, 2005 for the Company’s major U.S. and non-U.S. defined benefit pension plans:

Impact on 2006 Impact on PBO
Pre-Tax Pension Expense December 31, 2005
Increase (Decrease) Increase (Decrease)

(in millions) U.S. Non-U.S. U.s. Non-U.S.
Change in assumption:
25 basis point decrease in discount rate $ 12 $§ 1 $185 $141
25 basis point increase in discount rate (N (1 (172) (132)
25 basis point decrease in EROA 15 7
25 basis point increase in EROA (15) (7

In accordance with the guidance under SFAS No. 87, the Company is required to record an additional minimum pension liability in its Consolidated
Statement of Financial Position that is at least equal to the unfunded accumulated benefit obligation of its defined benefit pension plans. During 2005,
due to the performance of the global equity markets, combined with decreasing discount rates, the Company was required to increase its additional
minimum pension liability for its major defined benefit plans by $223 million and to record a corresponding charge to accumulated other
comprehensive income (a component of shareholders’ equity) of $156 million, net of taxes of $67 million. If the global equity markets’ performance
improves and discount rates stabilize or improve in future periods, the Company may be in a position to reduce its additional minimum pension liability
and reverse the corresponding charges to shareholders’ equity. Conversely, if the global equity markets’ performance and discount rates continue to
decline in future periods, the Company may be required to increase its additional minimum pension liability and record additional charges to
shareholders’ equity. To mitigate the increase in its additional minimum pension liability and additional charges to shareholders’ equity, the Company
may elect to fund a particular plan or plans on a case-by-case basis.

Environmental Commitments

Environmental liabilities are accrued based on estimates of known environmental remediation exposures. The liabilities include accruals for sites
owned by Kodak, sites formerly owned by Kodak, and other third party sites where Kodak was designated as a potentially responsible party (PRP).
The amounts accrued for such sites are based on these estimates, which are determined using the ASTM Standard E 2137-01, “Standard Guide for
Estimating Monetary Costs and Liabilities for Environmental Matters.” The overall method includes the use of a probabilistic model that forecasts a
range of cost estimates for the remediation required at individual sites. The Company’s estimate includes equipment and operating costs for
remediation and long-term monitoring of the sites. Such estimates may be affected by changing determinations of what constitutes an environmental
liability or an acceptable level of remediation. Kodak’s estimate of its environmental liabilities may also change if the proposals to regulatory agencies
for desired methods and outcomes of remediation are viewed as not acceptable, or additional exposures are identified. The Company has an ongoing
monitoring and identification process to assess how activities, with respect to the known exposures, are progressing against the accrued cost
estimates, as well as to identify other potential remediation sites that are presently unknown.

Stock-Based Compensation

On January 1, 2005, the Company early adopted the stock option expensing rules of Statement of Financial Accounting Standards (SFAS)

No. 123R, “Share-Based Payment,” as interpreted by Financial Accounting Standards Board (FASB) Staff Positions No. 123R-1, 123R-2, 123R-3, and
123R-4, using the fair value recognition provisions of SFAS No. 123, “Accounting for Stock-Based Compensation.” The Company utilized the modified
prospective approach of adoption under SFAS No. 123R. The adoption resulted in the recognition of $16 million of compensation cost for the year
ended December 31, 2005, related to stock options issued to employees. As of December 31, 2005, unvested compensation cost for stock options is
approximately $9 million and will be recognized over a weighted-average remaining vesting period of 2.14 years.

The fair value of each option award is estimated on the date of grant using the Black-Scholes option valuation model that uses the following
assumptions. Expected volatilities are based on historical volatility of the Company’s stock, management’s estimate of implied volatility of the
Company’s stock, and other factors. The expected term of options granted is derived from the vesting period of the award, as well as historical
exercise behavior, and represents the period of time that options granted are expected to be outstanding. The risk-free rate is calculated using the
U.S. Treasury yield curve, and is based on the expected term of the option. The Company uses historical data to estimate forfeitures.



The Company previously accounted for its employee stock incentive plans under Accounting Principles Board (APB) Opinion No. 25, “Accounting for
Stock Issued to Employees” and the related interpretations under FASB Interpretation No. 44, “Accounting for Certain Transactions Involving Stock
Compensation.” Accordingly, no stock-hased employee compensation cost was reflected in net earnings for the years ended December 31, 2004 and
2003, as all options granted had an exercise price equal to the market value of the underlying common stock on the date of grant.

Kodak Operating Model and Reporting Structure

As of and for the year ended December 31, 2005, the Company had three reportable segments: Digital & Film Imaging Systems (D&FIS), Health
Group, and Graphic Communications Group. The balance of the Company’s operations, which individually and in the aggregate do not meet the criteria
of a reportable segment, are reported in All Other. A description of the segments is as follows:

Digital & Film Imaging Systems Segment: The D&FIS segment provides consumers, professionals and cinematographers with digital and
traditional products and services. D&FIS digital products and services include digital capture, kiosks, home printing systems and digital imaging
services. D&FIS traditional products and services include consumer and professional film, photographic paper and photofinishing, aerial and industrial
film, and entertainment products and services.

Health Group Segment : The Health Group segment provides digital medical imaging and information products, and systems and solutions, which are
key components of sales and earnings growth. These include laser imagers, digital print films, computed and digital radiography systems, dental
radiographic imaging systems, dental practice management software, advanced picture-archiving and communications systems (PACS), and
healthcare information systems (HCIS). Products of the Health Group segment also include traditional analog medical films, chemicals, and
processing equipment. Kodak’s history in traditional analog imaging has made it a leader in this area and has served as the foundation for building its
important digital imaging business. The Health Group segment serves the general radiology market and specialty health markets, including dental,
mammography, orthopedics and oncology. The segment also provides molecular imaging for the biotechnology research market.

Graphic Communications Group Segment: The Graphic Communications Group segment is composed of the Company’s equity investments in KPG
(Kodak’s 50/50 joint venture with Sun Chemical) prior to its acquisition in April 2005; the results of KPG subsequent to the acquisition in April 2005;
the results of Creo Inc., a premier supplier of prepress and workflow systems used by commercial printers worldwide, which was acquired in

June 2005; NexPress Solutions, Inc., a leader in on-demand digital color and monochrome image printing systems, which was acquired in May 2004;
the Company’s equity investment in NexPress Solutions LLC (Kodak’s 50/50 joint venture with Heidelberger Druckmaschinen AG) prior to its
acquisition in May 2004; the results of Scitex Digital Printing, a provider of continuous inkjet technology, which was acquired in January 2004 and
has since been renamed Kodak Versamark; and the results of Encad, Inc., a maker of wide-format inkjet printers, inks and media. Kodak’s Document
Product and Services organization, which includes market-leading production and desktop document scanners, microfilm, worldwide service and
support and business process services operations, is also part of this segment.

The Graphic Communications Group segment serves a variety of customers in the creative, in-plant, data center, commercial printing and digital
service bureau market segments with a variety of solutions for prepress equipment, workflow software, digital and traditional printing, and document
scanning and multi-vendor IT services.

All Other: All Other is composed of Kodak’s display and components business for image sensors and other small, miscellaneous businesses. It also
includes development initiatives in consumer inkjet technologies.

Prior period segment results have been restated to conform to the current period segment reporting structure.
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Net Sales from Gontinuing Operations by Reportable Segment and All Other

(in millions) 2005 Change 2004 Change 2003
D&FIS

Inside the U.S. $ 3,777 -3% $ 3,900 0% $ 3,900

QOutside the U.S. 4,683 -14 5,466 -1 5,515
Total D&FIS 8,460 -10 9,366 -1 9,415
Health Group

Inside the U.S. 1,052 -6 1,114 +5 1,061

QOutside the U.S. 1,603 +2 1,572 +15 1,370
Total Health Group 2,655 -1 2,686 +10 2,431
Graphic Communications Group

Inside the U.S. 1,079 +84 587 +41 415

QOutside the U.S. 1,911 +153 756 +37 552
Total Graphic Communications Group 2,990 +123 1,343 +39 967
All Other

Inside the U.S. 7 +25 57 +27 45

Qutside the U.S. 92 +42 65 +27 51
Total All Other 163 +34 122 +27 96
Total Net Sales $14,268 +6% $13,517 +5% $12,909

(1) Sales are reported based on the geographic area of destination.




Earnings (Loss) from Gontinuing Operations Before Interest, Other Income (Charges), Net and Income Taxes by Reportable Segment

and All Other
(in millions) 2005 Change 2004 Change 2003
D&FIS $ 362 -39% $ 598 +40% $ 427
Health Group 354 -22 452 -9 497
Graphic Communications Group 1 +103 (39) -148 82
All Other (177) +7 (191) -105 (93)
Total of segments 540 -34 820 -10 913
Strategic asset impairments — — (3)
Impairment of Burrell Companies’ net assets — — 9)
Restructuring costs and other (1,118) (901) (552)
Donation to technology enterprise — — (8)
TouchPoint settlement — 6) —
GE settlement — — (12)
Patent infringement claim settlement — — (14)
Prior year acquisition settlement — — (14)
Legal settlements (21) — (8)
Environmental reserve reversal — — 9
Consolidated total $ (599) -589% $ (87 -129% $ 302
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Earnings (Loss) From Continuing Operations by Reportable Segment and All Other

(in millions) 2005 Change 2004 Change 2003
D&FIS $ 212 -59% $ 520 +41% $ 370
Health Group 196 -46 366 -12 415
Graphic Communications Group 9) -13 (8) -123 35
All Other (98) +40 (163) -72 (95)

Total of segments 301 -58 715 -1 725
Strategic asset and venture investment impairments — — ]
Lucky Film impairment (19) — —
Impairment of Burrell Companies’ net assets held for sale — — 9)
Restructuring costs and other (1,118) (901) (552)
Asset impairment (25) — —
Property sales 4 — —
Donation to technology enterprise — — (8)
TouchPoint settlement — (6) —
Sun Microsystems settlement — 92 —
GE settlement — — (12)
Patent infringement claim settlement — — (14)
Prior year acquisition settlement — — (14)
Legal settlements (21) 9 (8)
Environmental reserve reversal — — 9
Interest expense (211) (168) (147)
Other corporate items 18 12 1
Tax on Infotonics contribution (6) — —
Tax benefit — contribution of patents — — 13
Income tax effects on above items and taxes

not allocated to segments (415) 328 202

Consolidated total $ (1,455) -1,896% $ 81 -57% $ 189




2005 COMPARED WITH 2004
Results of Operations — Continuing Operations
Consolidated

Worldwide Revenues

Net worldwide sales were $14,268 million for 2005 as compared with $13,517 million for 2004, representing an increase of $751 million or 6%.

This increase in net sales was primarily attributable to the acquisitions of KPG, Creo and NexPress, which contributed $1,562 million or approximately
11.6 percentage points to sales, and favorable exchange, which increased sales by approximately 0.5 percentage points. These increases were
partially offset by declines in volumes and declines in price/mix, which decreased 2005 sales by approximately 1.9 and 4.6 percentage points,
respectively. The decrease in volumes was primarily driven by declines in the film capture Strategic Product Group (SPG), the wholesale and retail
photofinishing portions of the consumer output SPG, and the digital output and film capture and output SPGs within the Health Group segment.

The decrease in price/mix was primarily driven by the film capture SPG, consumer digital capture SPG and the digital capture SPG within the

Health Group segment.

Net sales in the U.S. were $5,979 million for 2005 as compared with $5,658 million for the prior year, representing an increase of $321 million, or
6%. Net sales outside the U.S. were $8,289 million for the current year as compared with $7,859 million for the prior year, representing an increase
of $430 million, or 5%, which includes a favorable impact from exchange of 1%.

Digital Strategic Product Groups’ Revenues

The Company'’s digital product sales, including new technologies product sales of $27 million, were $7,757 million for 2005 as compared with
$5,532 million, including new technologies of $23 million, for the prior year, representing an increase of $2,225 million, or 40%, primarily driven
by the digital portion of KPG and Creo, the consumer digital capture SPG, the kiosks/media portion of the consumer output SPG, and the home
printing SPG.

Traditional Strategic Product Groups’ Revenues

Net sales of the Company’s traditional products were $6,511 million for 2005 as compared with $7,985 million for the prior year, representing a
decrease of $1,474 million, or 18%, primarily driven by declines in the film capture SPG, and the wholesale and retail photofinishing portions of the
consumer output SPG.

Foreign Revenues

The Company’s operations outside the U.S. are reported in three regions: (1) the Europe, Africa and Middle East Region (EAMER), (2) the Asia Pacific
Region, and (3) the Canada and Latin America Region. Net sales in the EAMER Region were $4,223 million for 2005 as compared with $4,038 million
for 2004, representing an increase of $185 million, or 5%, which includes an insignificant impact from exchange. Net sales in the Asia Pacific Region
were $2,652 million for 2005 as compared with $2,549 million for 2004, representing an increase of $103 million, or 4%, which includes a favorable
impact from exchange of 1%. Net sales in the Canada and Latin America Region were $1,414 million for 2005 as compared with $1,272 million for
2004, representing an increase of $142 million, or 11%, which includes a favorable impact from exchange of 2%.

The Company’s major emerging markets include China, Brazil, Mexico, Russia, India, Korea, Hong Kong and Taiwan. Net sales in emerging markets
were $2,845 million for 2005 as compared with $2,871 million for the prior year, representing a decrease of $26 million, or 1%, which includes a
favorable impact from exchange of 1%. The emerging market portfolio accounted for approximately 20% of Kodak’s worldwide sales and 34% of
Kodak’s non-U.S. sales in the current year. The decrease in emerging market sales was primarily attributable to sales declines in Taiwan, Korea,
China and Hong Kong of 16%, 15%, 13% and 10%, respectively. These declines were offset by sales increases in Mexico, Brazil, Russia and India of
13%, 5%, 1% and 1%, respectively.

Gross Profit

Gross profit was $3,651 million for 2005 as compared with $3,935 million for 2004, representing a decrease of $284 million, or 7%. The gross profit
margin was 25.6% in the current year as compared with 29.1% in the prior year. The 3.5 percentage point decrease was primarily attributable to
declines that reduced gross profit margins by approximately 3.8 percentage points due to: (1) price/mix, driven primarily by consumer digital
cameras, one-time-use cameras, traditional consumer and digital health products and services, partially offset by the year-over-year increase in
royalty income relating to digital capture; and (2) declines in volumes, which reduced gross profit margins by approximately 0.1 percentage points.
These decreases were partially offset by exchange, which favorably impacted gross profit margins by approximately 0.4 percentage points.

Included in the increased manufacturing costs referred to above is $139 million of additional depreciation expense related to the change in estimate
of the useful lives of production machinery and equipment as a result of the faster-than-expected decline in the Company’s traditional film and paper
business. During the third quarter of 2005, the Company revised the useful lives of production machinery and equipment from 3-20 years to 3-5
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years and manufacturing-related buildings from 10-40 years to 5-20 years. Also included in 2005 manufacturing costs were accelerated depreciation
charges of $391 million related to the 2004-2007 Restructuring Program, compared with accelerated depreciation charges of $152 million in 2004.

Selling, General and Administrative Expenses

SG&A expenses were $2,668 million for 2005 as compared with $2,491 million for 2004, representing an increase of $177 million, or 7%. SG&A
increased as a percentage of sales from 18% for the prior year to 19% for the current year. The increase in SG&A is primarily attributable to SG&A
related to acquisitions of $293 million, unfavorable legal settlements totaling $21 million, and unfavorable exchange of $6 million, partially offset by
cost reduction initiatives.

Research and Development Costs

R&D costs were $892 million for 2005 as compared with $836 million for 2004, representing an increase of $56 million, or 7%. R&D as a
percentage of sales remained unchanged at 6%. The dollar increase in R&D is primarily attributable to write-offs for purchased in-process R&D
associated with acquisitions made in 2005 for $54 million and increases in R&D spend related to newly-acquired businesses of $95 million, partially
offset by significant reductions in R&D spending related to traditional products.

Loss From Continuing Operations Before Interest, Other Income (Charges), Net and Income Taxes

The loss from continuing operations before interest, other income (charges), net and income taxes for 2005 was $599 million as compared with a loss
of $87 million for 2004, representing an increase of $512 million. This increase is attributable to the reasons described above.

Interest Expense

Interest expense for 2005 was $211 million as compared with $168 million in the prior year. This increase is related to higher interest rates in 2005
and higher debt levels in the current year as a result of borrowings to finance acquisitions.

Other Income (Charges), Net

The other income (charges), net component includes principally investment income, income and losses from equity investments, foreign exchange,
and gains and losses on the sales of assets and investments. Other income for the current year was $44 million as compared with other income of
$161 million for the prior year. The decline of $117 million is primarily attributable to proceeds from two favorable legal settlements totaling

$101 million in 2004, with no similar favorable legal settiements in 2005. Also contributing to the decline for the year was a loss on foreign exchange
of $31 million due to the unhedged U.S. dollar denominated note payable outside of the U.S. relating to the KPG acquisition versus foreign exchange
losses of $10 million in 2004. Future foreign exchange gains or losses arising from this note payable will be substantially offset by currency forward
hedge contracts entered into on July 28, 2005.

The decline was also impacted by $44 million of charges, including a $19 million impairment of the investment in Lucky Film as a result of an
other-than-temporary decline in the market value of Lucky’s stock and a $25 million asset impairment. Additionally, equity income from joint ventures
declined by $18 million due to the acquisitions of KPG and NexPress, which were formerly accounted for under the equity method, and are now
consolidated in the Company’s Statement of Operations and included in the Graphic Communications Group segment. These items were partially
offset by a net year-over-year increase of $59 million from gains on the sale of properties and capital assets.

Income Tax (Benefit) Provision

The Company’s annual effective tax rate from continuing operations decreased from a benefit rate of 186% for 2004 to a provision rate of 90% for
2005. The change is primarily attributable to the inability to recognize a benefit from losses in the U.S. as a result of the requirement to record a
valuation allowance against net U.S. deferred tax assets.

During the year ended December 31, 2005, the Company recorded a tax provision of $689 million representing an income tax rate on losses from
continuing operations of 90%. The income tax rate of 90% for the year ended December 31, 2005 differs from the Company’s statutory tax rate

of 35% primarily due to the inability to benefit losses in the U.S., which resulted in the recording of the valuation allowance charge against net U.S.
deferred tax assets in the amount of $1,075 million. Some of the other significant items that caused the difference from the statutory tax rate include
non-U.S. tax benefits of $106 million associated with total worldwide restructuring costs of $1,143 million; a benefit of $101 million associated with
rate differentials on operations outside the U.S.; a benefit of $28 million associated with export sales and manufacturing credits; a tax charge of $29
million associated with the remittance of earnings from subsidiary companies outside of the U.S. in connection with the American Jobs Creation Act
of 2004; and a tax benefit of $44 million resulting from the Company’s audit settiement with the Internal Revenue Service for tax years covering 1993
through 1998.



Valuation Allowance - U.S.

During the third quarter of 2005, based on management’s assessment of positive and negative evidence regarding the realization of the net deferred
tax assets, the Company recorded a valuation allowance of approximately $900 million against its net U.S. deferred tax assets. In accordance with
SFAS No. 109, “Accounting for Income Taxes” (SFAS 109), managements’ assessment included the evaluation of scheduled reversals of deferred tax
assets and liabilities, estimates of projected future taxable income, carryback potential and tax planning strategies.

Prior to the Company’s third quarter 2005 assessment of realizability, it was believed, based on available evidence including tax planning strategies,
that the Company would more likely than not realize its net U.S. deferred tax assets. The third quarter 2005 assessment considered the following
significant matters based upon some recent changes that occurred in the quarter:
e |n July 2005, management announced plans to significantly accelerate its restructuring efforts and to significantly reduce the assets
supporting its traditional business by the end of 2007. This global plan includes accelerating the reduction of traditional film assets from
$2.9 billion in January 2004 to approximately $1 billion by 2007 and terminating approximately 10,000 employees. These actions will have a
negative impact on Kodak’s ability to generate taxable income in the U.S.
¢ On October 18, 2005, the Company entered into a new secured credit facility pursuant to which the borrowings in the U.S. are collateralized
by certain U.S. assets, including the Company’s intellectual property assets. Thus, management determined that the previous tax planning
strategy to sell the U.S. intellectual property to a foreign subsidiary to generate taxable income in the U.S. was no longer prudent nor feasible
and should not be relied upon as part of the third quarter assessment of realizability of the Company’s U.S. deferred tax assets.

Based upon management’s above-mentioned September 30, 2005 assessment of realizability, management concluded that it was no longer more
likely than not that the U.S. net deferred tax assets would be realized and, as such, recorded a valuation allowance of approximately $900 million.

In the fourth quarter of 2005, management updated its assessment of the realizability of its net deferred tax assets. As a result of management’s
assessment of positive and negative evidence regarding the realization of the net deferred tax assets, which included the evaluation of scheduled
reversals of deferred tax assets and liabilities, estimates of projected future taxable income, carryback potential and tax planning strategies, the
Company maintained that it was still no longer more likely than not that the U.S. net deferred tax assets would be realized and, as such, increased the
valuation allowance by approximately $181 million relating to deferred tax benefits generated in the fourth quarter. In addition, the Company expects
to record a valuation allowance on all U.S. tax benefits generated in the future until an appropriate level of profitability in the U.S. is sustained or until
the Company is able to generate enough taxable income through other tax planning strategies and transactions. Both the net deferred tax asset
balances and the offsetting valuation allowance include estimates attributable to the recent acquisitions of KPG and Creo. Deferred tax amounts
attributable to these businesses are expected to be finalized during 2006 with the completion of the Company’s purchase accounting for these
acquired entities.

As of December 31, 2005, the Company had a valuation allowance of $1,229 million relating to its net deferred tax assets in the U.S. of $1,308 million.

The valuation allowance of $1,229 million is attributable to (i) the charges totaling $1,081 million that were recorded in the third and fourth quarters
of 2005 and (ii) a valuation allowance of $148 million recorded in a prior year for certain state tax carryforward deferred tax assets relating to which
management believes it is not more likely than not that the assets will be realized. The remaining net deferred tax assets in excess of the valuation
allowance of $79 million relate to certain foreign tax credit deferred tax assets relating to which management believes it is more likely than not that
the assets will be realized.

Valuation Allowance - Outside the U.S.

As of December 31, 2005, the Company had a valuation allowance of approximately $177 million relating to its deferred tax assets outside of the U.S.
of $534 million. The valuation allowance of $177 million is attributable to certain net operating loss and capital loss carryforwards relating to which
management believes it is not more likely than not that the assets will be realized.

(Loss) Earnings From Continuing Operations

The loss from continuing operations for 2005 was $1,455 million, or $5.05 per basic and diluted share, as compared with earnings from continuing
operations for 2004 of $81 million, or $.28 per basic and diluted share, representing a decrease of $1,536 million. This decrease in earnings from
continuing operations is attributable to the reasons described above.

Digital & Film Imaging Systems

Worldwide Revenues

Net worldwide sales for the D&FIS segment were $8,460 million for 2005 as compared with $9,366 million for 2004, representing a decrease
of $906 million, or 10%. The decrease in net sales was primarily attributable to declines related to negative price/mix, driven primarily by the
digital capture SPG and the traditional film capture SPG, which reduced net sales by approximately 5.9 percentage points, and volume

declines in the film capture SPG and the wholesale and retail photofinishing portions of the consumer output SPG, which decreased sales by
approximately 4.3 percentage points. These decreases were partially offset by favorable exchange, which increased net sales by approximately
0.5 percentage points.
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D&FIS segment net sales in the U.S. were $3,777 million for the current year as compared with $3,900 million for the prior year, representing a
decrease of $123 million, or 3%. D&FIS segment net sales outside the U.S. were $4,683 million for the current year as compared with $5,466 million
for the prior year, representing a decrease of $783 million, or 14%, which includes a favorable impact from exchange of 1%.

Digital Strategic Product Groups’ Revenues

D&FIS segment digital product sales were $3,412 million for 2005 as compared with $2,641 million for 2004, representing an increase of

$771 million, or 29%, primarily driven by the consumer digital capture SPG, the kiosks/media portion of the consumer output SPG, and the home
printing SPG. Net worldwide sales of consumer digital capture products, which include consumer digital cameras, accessories, memory products, and
royalties, increased 30% in 2005 as compared with the prior year, primarily reflecting strong volume increases and favorable exchange, partially offset
by negative price/mix.

Net worldwide sales of picture maker kiosks/media increased 37% in 2005 as compared with 2004, as a result of strong volume increases and
favorable exchange. Sales continue to be driven by strong market acceptance of Kodak’s new generation of kiosks and an increase in consumer
demand for digital printing at retail.

Net worldwide sales of the home printing solutions SPG, which includes inkjet photo paper and printer docks/media, increased 57% in 2005 as
compared with 2004 driven by sales of printer docks and associated thermal media. For full year 2005, Kodak’s printer dock product held the
number-one market share position (on a unit basis) in the United States, Canada, Germany, Australia and the United Kingdom. However, inkjet paper
sales in 2005 declined year over year, as volume growth was more than offset by lower pricing. Industry growth for inkjet paper continues to slow as
a result of improving retail printing solutions, and alternative home printing solutions.

Traditional Strategic Product Groups’ Revenues

D&FIS segment’s traditional product sales were $5,048 million for the current year period as compared with $6,725 million for the prior year,
representing a decrease of $1,677 million or 25%, primarily driven by declines in the film capture SPG and the consumer output SPG. Net
worldwide sales of the film capture SPG, including consumer roll film (35mm and APS film), one-time-use cameras (0TUC), professional films,
reloadable traditional film cameras and batteries/videotape, decreased 31% in 2005 as compared with 2004, primarily reflecting volume declines
and negative price/mix, partially offset by favorable exchange.

U.S. consumer film industry sell-through volumes decreased approximately 25% in 2005 as compared with the prior year. Kodak’s sell-in consumer
film volumes declined approximately 36% in the current year as compared with the prior year, reflecting a continuing reduction in U.S. retailer
inventories as well as a decline in market share.

Net worldwide sales for the retail photofinishing SPG, which includes color negative paper, minilab equipment and services, chemistry, and
photofinishing services at retail, decreased 27% in 2005 as compared with 2004, primarily reflecting volume declines and negative price/mix partially
offset by favorable exchange. The volume declines are the result of the substantial reduction of direct sale of minilab equipment. The Company has
shifted its focus to providing minilab services.

Net worldwide sales for the wholesale photofinishing SPG, which includes color negative paper, equipment, chemistry and photofinishing services
at Qualex in the U.S. and CIS (Consumer Imaging Services) outside the U.S., decreased 46% in 2005 as compared with 2004, reflecting continuing
volume declines partially offset by favorable exchange.

Net worldwide sales for the entertainment film SPGs, including origination and print films for the entertainment industry increased 1%, primarily
reflecting volume increases and favorable exchange, partially offset by overall negative price/mix.

Gross Profit

Gross profit for the D&FIS segment was $2,226 million for 2005 as compared with $2,644 million for the prior year period, representing a decrease
of $418 million or 16%. The gross profit margin was 26.3% in the current year as compared with 28.2% in the prior year. The 1.9 percentage point
decrease was primarily attributable to negative price/mix, primarily driven by the film capture SPG and the digital capture SPG which reduced gross
profit margins by approximately 5.0 percentage points, partially offset by the year-over-year increase in royalty income relating to digital capture.
Declines in price/mix were partially offset by positive results from initiatives to reduce manufacturing costs, which improved gross profit margins by
approximately 2.8 percentage points, and foreign exchange, which favorably impacted gross profit margins by approximately 0.5 percentage points.

Selling, General and Administrative Expenses

SG&A expenses for the D&FIS segment decreased $93 million, or 6%, from $1,681 million in 2004 to $1,588 million in the current year, and increased
as a percentage of sales from 18% for 2004 to 19% for the current year. The dollar decrease is primarily attributable to cost reduction actions. These
cost reduction actions are being outpaced by the decline of traditional product sales, which resulted in a minor year-over-year increase of SG&A as a
percentage of sales.



Research and Development Costs

R&D costs for the D&FIS segment decreased $89 million, or 24%, from $365 million in 2004 to $276 million in the current year period and decreased
as a percentage of sales from 4% in the prior year to 3% in the current year. The decrease in R&D was primarily attributable to spending reductions
related to traditional products and services.

Earnings From Continuing Operations Before Interest, Other Income (Charges), Net and Income Taxes

Earnings from continuing operations before interest, other income (charges), net and income taxes for the D&FIS segment were $362 million in 2005
compared with $598 million in 2004, representing a decrease of $236 million or 39%, as a result of the factors described above.

Health Group

Worldwide Revenues

Net worldwide sales for the Health Group segment were $2,655 million for 2005 as compared with $2,686 million for the prior year, representing a
decrease of $31 million, or 1%. The decrease in sales was primarily attributable to decreases in price/mix of approximately 2.4 percentage points,
primarily driven by the digital capture SPG, digital output SPG, and the traditional medical film portion of the film capture and output SPG. These
decreases were partially offset by increases in volume, primarily driven by the digital capture SPG and the services SPG, which contributed
approximately 1.0 percentage points to the increase in sales. Sales were also favorably impacted by favorable exchange of approximately

0.3 percentage points.

Net sales in the U.S. were $1,052 million for the current year as compared with $1,114 million for 2004, representing a decrease of $62 million, or 6%.

Net sales outside the U.S. were $1,603 million for 2005 as compared with $1,572 million for the prior year, representing an increase of $31 million, or
2%, which includes a favorable impact from exchange of less than 1%.

Digital Strategic Product Groups’ Revenues

Health Group segment digital sales, which include digital products (DryView laser imagers/media and wet laser printers/media), digital capture
equipment (computed radiography capture equipment and digital radiography equipment), services, dental systems (practice management software
and digital radiography capture equipment) healthcare information systems (Picture Archiving and Communications Systems (PACS)), and Radiology
Information Systems (RIS), were $1,748 million for 2005 as compared with $1,732 million for 2004, representing an increase of $16 million, or 1%.
The increase in digital product sales was primarily attributable to volume increases and favorable exchange, partially offset by negative price/mix.

Traditional Strategic Product Groups’ Revenues

Health Group segment’s traditional product sales, including analog film, equipment, and chemistry, were $907 million for 2005 as compared with
$954 million for 2004, representing a decrease of $47 million, or 5%. The primary drivers were lower volumes and unfavorable price/mix for the film
capture and output SPG, partially offset by favorable exchange.

Gross Profit

Gross profit for the Health Group segment was $1,026 million for 2005 as compared with $1,134 million in the prior year, representing a decrease

of $108 million, or 10%. The gross profit margin was 38.6% in the current year period as compared with 42.2% in 2004. The decrease in the

gross profit margin of 3.6 percentage points was principally attributable to: (1) price/mix, which negatively impacted gross profit margins by

2.6 percentage points driven by the digital capture SPG, digital output SPG and the traditional medical film portion of the film capture and output SPG,
and (2) an increase in manufacturing cost, which decreased gross profit margins by approximately 1.3 percentage points due to an increase in silver
and raw material costs. These decreases were partially offset by favorable exchange, which contributed approximately 0.4 percentage points to the
gross profit margins.

Selling, General and Administrative Expenses

SG&A expenses for the Health Group segment increased $13 million, or 3%, from $480 million in 2004 to $493 million for the current year and
increased as a percentage of sales from 18% in the prior year to 19% in the current year. The increase in SG&A expenses is primarily attributable to
increases in certain corporate overhead costs. SG&A was also negatively impacted by costs associated with the OREX acquisition of approximately
$6 million.

Research and Development Costs
Current period R&D costs were $179 million as compared with the prior year of $202 million, representing a decrease of $23 million or 11%, and
decreased as a percentage of sales from 8% to 7%. This decrease is a result of reduced R&D spending related to traditional products and services.
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Earnings From Continuing Operations Before Interest, Other Income (Charges), Net and Income Taxes
Earnings from continuing operations before interest, other income (charges), net and income taxes for the Health Group segment decreased
$98 million, or 22%, from $452 million for the prior year to $354 million for 2005 due to the reasons described above.

Graphic Communications Group

On May 1, 2004, Kodak completed the acquisition of the NexPress-related entities, which develop high quality on-demand digital color printing
systems and manufacture digital black and white printing systems. There was no consideration paid to Heidelberg at closing. Under the terms of the
acquisition, Kodak and Heidelberg agreed to use a performance-based earn-out formula whereby Kodak will make periodic payments to Heidelberg
over a two-year period, if certain sales goals are met. If all sales goals were met during the two calendar years ended December 31, 2005, the
Company would have paid a maximum of $150 million in cash. ~ For both the first calendar year (2004) and for the second calendar year (2005),
there were no amounts paid to Heidelberg. Additional payments may also be made relating to the incremental sales of certain products in excess of a
stated minimum number of units sold during a five-year period following the closing of the transaction.

On April 1, 2005, the Company became the sole owner of KPG through the redemption of Sun Chemical Corporation’s 50 percent interest in the KPG
joint venture. This transaction further established the Company as a leader in the graphic communications industry and complements the Company’s
existing business in this market. Under the terms of the transaction, the Company redeemed all of Sun Chemical’s shares in KPG by providing

$317 million in cash (excluding $7 million in transaction costs) at closing and by entering into two notes 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 of approximately
$395 million as of the acquisition date was recorded as long-term debt in the Company’s Consolidated Statement of Financial Position.

On June 15, 2005, the Company completed the acquisition of Creo Inc. (Creo), a premier supplier of prepress and workflow systems used by
commercial printers around the world. The acquisition of Creo uniquely positions the Company to be the preferred partner for its customers, helping
them improve efficiency, expand their offerings and grow their businesses. The Company paid $954 million (excluding approximately $13 million

in transaction related costs), or $16.50 per share, for all of the outstanding shares of Creo. The Company used its bank lines to initially fund the
acquisition, which has been refinanced through a 7-Year Term Loan under the Company’s new Secured Credit Facilities completed on

October 18, 2005.

Worldwide Revenues

Net worldwide sales for the Graphic Communications Group segment were $2,990 million for 2005 as compared with $1,343 million for the prior year
period, representing an increase of $1,647 million, or 123%, which includes a favorable impact from exchange of less than 1%. The increase in net
sales was primarily due to the KPG, Creo and NexPress acquisitions, which contributed $1,561 million in sales.

Net sales in the U.S. were $1,079 million for the current year as compared with $587 million for the prior year, representing an increase of
$492 million, or 84%. Net sales outside the U.S. were $1,911 million in 2005 as compared with $756 million for the prior year period, representing
an increase of $1,155 million, or 153% as reported, which includes a favorable impact from exchange of approximately 1%.

Digital Strategic Product Groups’ Revenues

The Graphic Communications Group segment’s digital product sales consist of KPG digital revenues; Creo, a supplier of prepress systems; NexPress
Solutions, a producer of digital color and black and white printing solutions; Kodak Versamark, a leader in continuous inkjet technology; document
scanners; Encad, Inc., a maker of wide-format inkjet printers; and service and support.

Digital product sales for the Graphic Communications Group segment were $2,461 million for 2005 as compared with $1,065 million for the prior

year, representing an increase of $1,396 million, or 131%. The increase in digital product sales was primarily attributable to the KPG, Creo and
NexPress acquisitions.

Traditional Strategic Product Groups’ Revenues

The Graphic Communications Group segment’s traditional product sales are primarily comprised of sales of traditional graphics products, KPG’s analog
plates and other films, and microfilm products. These sales were $529 million for the current year compared with $278 million for the prior year,
representing an increase of $251 million, or 90%. This increase is primarily attributable to the acquisition of KPG.

Gross Profit

Gross profit for the Graphic Communications Group segment was $805 million for 2005 as compared with $338 million in the prior year, representing
an increase of $467 million, or 138%. The gross profit margin was 26.9% in the current year as compared with 25.2% in the prior year. The increase



in the gross profit margin of 1.7 percentage points was primarily attributable to: (1) reductions in manufacturing and other costs, which positively
impacted gross profit margins by approximately 3.4 percentage points, and (2) volume increases related to Versamark products and services of
approximately 1.7 percentage points. These positive impacts on gross profit margin were partially offset by the negative impact of acquisitions on
gross profit margins of approximately 2.9 percentage points, and by negative price/mix of approximately 0.5 percentage points. Foreign exchange did
not have a significant impact on segment gross profit margin.

Selling, General and Administrative Expenses

SG&A expenses for the Graphic Communications Group segment were $533 million for 2005 as compared with $259 million in the prior year,
representing an increase of $274 million, or 106%, and decreased as a percentage of sales from 19% in the prior year period to 18% in the current
year period. The dollar increase in SG&A dollars is primarily attributable to the acquisitions of KPG, Creo and NexPress, while the decrease in SG&A
as a percentage of sales is primarily attributable to the increase in sales as a result of the acquisitions, as well as the fact that the acquired businesses
generally have lower SG&A as a percentage of sales.

Research and Development Costs

Current period R&D costs for the Graphic Communications Group segment increased $153 million, or 130%, from $118 million for 2004 to

$271 million for the current year, and remained constant as a percentage of sales at 9%. The dollar increase was primarily attributable to the
write-off of in-process R&D associated with the KPG and Creo acquisitions of $52 million, as well as increased levels of R&D spending associated
with the acquired companies of $95 million.

Earnings (Loss) From Continuing Operations Before Interest, Other Income (Charges), Net and Income Taxes

Earnings from continuing operations before interest, other income (charges), net and income taxes for the Graphic Communications Group segment
were $1 million in 2005 compared with a loss of $39 million in 2004. This increase in earnings of $40 million is attributable to the reasons
described above.

All Other

Worldwide Revenues

Net worldwide sales for All Other were $163 million for 2005 as compared with $122 million for 2004, representing an increase of $41 million, or
34%. Net sales in the U.S. were $71 million for the current year as compared with $57 million for the prior year, representing an increase of

$14 million, or 25%. Net sales outside the U.S. were $92 million in 2005 as compared with $65 million in the prior year, representing an increase of
$27 million, or 42%.

Loss From Continuing Operations Before Interest, Other Income (Charges), Net and Income Taxes

The loss from continuing operations before interest, other income (charges), net and income taxes for All Other was $177 million in the current year as
compared with a loss of $191 million in 2004, representing an increase in earnings of $14 million or 7%.

Earnings from Discontinued Operations, Net of Income Taxes

Earnings from discontinued operations for 2005 were $150 million, or $.52 per basic and diluted share and were primarily related to a $203 million
reversal of certain tax accruals as a result of a settlement between the Company and the Internal Revenue Service on the audit of the tax years 1993
through 1998. These accruals had been established in 1994 in connection with the Company’s sale of its pharmaceutical, consumer health and
household products businesses during that year. The tax accrual reversals were partially offset by a pension settlement charge of $54 million
resulting from the finalization of the transfer of pension assets to ITT Industries, Inc. (ITT) in connection with the sale of the Company’s Remote
Sensing Systems business (RSS) in August 2004. Earnings from discontinued operations for 2004 were $475 million or $1.66 per basic and diluted
share and were primarily related to the gain on the sale of RSS to ITT in August 2004.

Loss from Cumulative Effect of Accounting Change, Net of Income Taxes

The loss from cumulative effect of an accounting change, net of income taxes, of $57 million or $.20 per basic and diluted share is the result of the
Company’s adoption of Financial Accounting Standards Board Interpretation No. (FIN) 47, “Accounting for Conditional Asset Retirement Obligations,”
as of December 31, 2005. Under FIN 47, the Company is required to record an obligation and an asset for the present value of the estimated cost of
fulfilling its legal obligation with respect to the retirement of an asset when the timing or method of settling that obligation is conditional upon a future
event (for example, the sale of, exiting from or disposal of an asset - the “settlement date”). The primary application of FIN 47 to the Company is

with respect to asbestos remediation. The $57 million charge represents the present value of the Company’s asset retirement obligations (net of the
related unamortized asset) relating to facilities with estimated settlement dates. Refer to further discussion in the “New Accounting Pronouncements”
section of Item 7 for further information.
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Net (Loss) Earnings

The net loss for 2005 was $1,362 million, or a loss of $4.73 per basic and diluted share, as compared with net earnings for 2004 of $556 million, or
$1.94 per basic and diluted share, representing a decrease of $1,918 million, or 345%. This decrease is attributable to the reasons outlined above.

2004 COMPARED WITH 2003
Results of Operations — Continuing Operations
Consolidated

Worldwide Revenues

Net worldwide sales were $13,517 million for 2004 as compared with $12,909 million for 2003, representing an increase of $608 million, or 5%.
The increase in net sales was primarily due to increased volumes, acquisitions and favorable exchange, which increased sales for 2004 by 0.9,

4.3 and 3.0 percentage points, respectively. The increase in volumes was primarily driven by consumer digital cameras, printer dock products, and
the picture maker kiosk portion of the consumer output SPG in the Digital & Film Imaging Systems (D&FIS) segment, digital products in the Health
Group segment, partially offset by decreased volumes for traditional consumer film products. Favorable exchange resulted from an increased level of
sales in non-U.S. countries as the U.S. dollar weakened throughout 2004 in relation to most foreign currencies. In addition, the acquisition of
PracticeWorks, Inc. (PracticeWorks), Versamark, Laser-Pacific and the NexPress-related entities accounted for an additional 4.3 percentage points of
the increase in net sales. These increases were partially offset by decreases attributable to price/mix, which reduced sales for 2004 by
approximately 3.5 percentage points. These decreases were driven primarily by price/mix declines in traditional products and services, and consumer
digital cameras in the D&FIS segment and film capture and output products in the Health Group segment.

Net sales in the U.S. were $5,658 million for the current year as compared with $5,421 million for the prior year, representing an increase of
$237 million, or 4%. Net sales outside the U.S. were $7,859 million for the current year as compared with $7,488 million for the prior year,
representing an increase of $371 million, or 5%, which includes a favorable impact from exchange of 6%.

Digital Strategic Product Groups’ Revenues

The Company’s digital product sales, including new technologies product sales of $23 million, were $5,532 million for the current year as compared
with $3,978 million, including new technologies product sales of $17 million for the prior year, representing an increase of $1,554 million, or

39%, primarily driven by the consumer digital capture SPG, the kiosks/media portion of the consumer output SPG, the home printing SPG, and
digital acquisitions.

Traditional Strategic Product Groups’ Revenues

Net sales of the Company’s traditional products were $7,985 million for the current period as compared with $8,931 million for the prior year period,
representing a decrease of $946 million, or 11%, primarily driven by declines in the film capture SPG and the wholesale photofinishing portion of the
consumer output SPG.

Foreign Revenues

Net sales in EAMER for 2004 were $4,038 million as compared with $3,880 million for 2003, representing an increase of $158 million or 4%, which
includes a favorable impact from exchange of 7%. Net sales in the Asia Pacific region for 2004 were $2,549 million compared with $2,368 million
for 2003, representing an increase of $181 million or 8%, which includes a favorable impact from exchange of 5%. Net sales in the Canada and
Latin America region for 2004 were $1,272 million as compared with $1,240 million for 2003, representing an increase of $32 million or 3%, which
includes a favorable impact from exchange of 2%.

The Company’s major emerging markets include China, Brazil, Mexico, India, Russia, Korea, Hong Kong and Taiwan. Net sales in emerging markets
were $2,871 million for 2004 as compared with $2,591 million for 2003, representing an increase of $280 million, or 11%, which includes a favorable
impact from exchange of 1%. The emerging market portfolio accounted for approximately 21% and 37% of the Company’s worldwide and foreign
sales, respectively, in 2004. Sales growth in China, India, Russia and Brazil of 28%, 9%, 7% and 6%, respectively, were the primary drivers of the
increase in emerging market sales, partially offset by decreased sales in Hong Kong of 9%. Sales growth in China resulted from strong business
performance for Kodak’s Health Group, Graphic Communications Group and entertainment imaging products and services in 2004 as compared with
2003, when the Severe Acute Respiratory Syndrome (SARS) situation negatively impacted operations in that country, particularly for consumer and
professional products and services.

Gross Profit

Gross profit was $3,935 million for 2004 as compared with $4,158 million for 2003, representing a decrease of $223 million, or 5%. The gross profit
margin was 29.1% in the current year as compared with 32.2% in the prior year. The decrease of 3.1 percentage points was attributable to declines



in price/mix, which reduced gross profit margins by approximately 4.0 percentage points. This decrease was driven primarily by price/mix declines in
traditional consumer film products, photofinishing, consumer digital cameras, and entertainment print films in the D&FIS segment, analog medical film
and digital capture equipment in the Health Group segment, and graphic arts products in the Graphic Communications Group segment. The decline

in price/mix was partially offset by favorable exchange, which increased gross margins by approximately 0.5 percentage points, and decreases in
manufacturing and other costs, which favorably impacted gross profit margins by approximately 0.4 percentage points year-over-year primarily due

to reduced labor expense. Included in 2004 manufacturing and other costs were accelerated depreciation charges of $152 million related to actions
taken under the Company’s restructuring programs, compared with accelerated depreciation charges of $69 million in 2003.

Selling, General and Administrative Expenses

SG&A expenses were $2,491 million for 2004 as compared with $2,617 million for 2003, representing a decrease of $126 million, or 5%. SG&A
decreased as a percentage of sales from 20% for the prior year to 18% for the current year. The net decrease in SG&A is primarily attributable to
cost savings in the current year period realized from position eliminations resulting from focused cost reduction programs, a decrease in advertising
expense of $83 million compared with the prior year, and $58 million in one-time charges incurred in 2003 relating to four legal settlements, an asset
impairment, a strategic investment write-down, and a technology contribution, offset by the reversal of an environmental reserve. Such charges
amounted to approximately $6 million in the current year. These decreases were partially offset by unfavorable exchange of $69 million and SG&A
expense of the companies acquired of $192 million.

Research and Development Costs

R&D costs were $836 million for 2004 as compared with $760 million for 2003, representing an increase of $76 million, or 10%. The increase in
R&D is primarily due to increased spending to drive growth in digital product areas as well as acquisition-related R&D, partially offset by reductions
in spending on traditional products. Write-offs for in-process R&D associated with acquisitions made in the current year were $15 million compared
with $31 million in the prior year. As a percentage of sales, R&D costs remained flat at 6% for both the current and prior years.

(Losses) Earnings From Continuing Operations Before Interest, Other Income (Charges), Net and Income Taxes

Losses from continuing operations before interest, other income (charges), net and income taxes for 2004 were $87 million as compared with
earnings of $302 million for 2003, representing a decrease of $389 million, or 129%. The decrease is primarily attributable to the reasons
described above.

Interest Expense

Interest expense for 2004 was $168 million as compared with $147 million for 2003, representing an increase of $21 million, or 14%. The increase
in interest expense is almost entirely attributable to higher average interest rates resulting from the replacement of commercial paper debt with the
Senior Notes and Convertible Senior Notes issued in October 2003.

Other Income (Charges), Net

The other income (charges), net component includes investment income, income and losses from equity investments, gains and losses on foreign
exchange and on the sales of assets and investments, and other miscellaneous income and expense items. Other income for the current year was
$161 million as compared with a net charge of $51 million for 2003. The increase in income is primarily attributable to the proceeds from two
favorable legal settlements, increased income from the Company’s equity investment in Kodak Polychrome Graphics, and in the prior year, the
NexPress investments were accounted for under the equity method and included in other income (charges), net. As a result of the Company’s
purchase of the Heidelberg’s 50 percent interest in the NexPress joint venture, which closed in May 2004, NexPress is consolidated in the Company’s
Statement of Operations for the remaining portion of the year and included in the Graphic Communications Group segment.

Income Tax Provision (Benefit)

The Company’s recorded benefit from continuing operations was $175 million for the year ended December 31, 2004, representing an effective tax
rate benefit from continuing operations of 186%. The effective tax rate benefit from continuing operations of 186% differs from the U.S. statutory
tax rate of 35% primarily due to earnings from operations in certain lower-taxed jurisdictions outside the U.S., coupled with losses incurred in certain
jurisdictions that are benefited at a rate equal to or greater than the U.S. federal income tax rate.

The Company’s recorded benefit from continuing operations was $85 million for the year ended December 31, 2003, representing an effective tax

rate benefit from continuing operations of 82%, despite the fact that the Company had positive earnings from continuing operations before income
taxes. The effective tax rate benefit from continuing operations of 82% differs from the U.S. statutory tax rate of 35% primarily due to earnings from
operations in certain lower-taxed jurisdictions outside the U.S., coupled with losses incurred in certain jurisdictions that are benefited at a rate equal to
or greater than the U.S. federal income tax rate.
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Earnings From Continuing Operations

Net earnings from continuing operations for 2004 were $81 million, or $.28 per basic and diluted share, as compared with net earnings from
continuing operations for 2003 of $189 million, or $.66 per basic and diluted share, representing a decrease of $108 million, or 57%. The decrease in
net earnings from continuing operations is primarily attributable to the reasons outlined above.

Digital & Film Imaging Systems

Worldwide Revenues

Net worldwide sales for the D&FIS segment were $9,366 million for 2004 as compared with $9,415 million for 2003, representing a decrease of
$49 million, or 1%, which includes a favorable impact from exchange of 3%. Approximately 3.8 percentage points of the decrease in net sales was

attributable to price/mix declines driven primarily by declines in traditional film products as well as consumer digital cameras and inkjet media. This
decrease was partially offset by favorable exchange, which increased revenues by approximately 3.1 percentage points.

D&FIS segment net sales in the U.S. were $3,900 million for the current and prior year. D&FIS segment net sales outside the U.S. were
$5,466 million for the current year as compared with $5,515 million for the prior year, representing a decrease of $49 million, or 1%, which includes a
favorable impact from exchange of 5%.

Digital Strategic Product Groups’ Revenues

D&FIS segment digital product sales were $2,641 million for the current year as compared with $1,802 million for the prior year, representing an
increase of $839 million, or 47%, primarily driven by the consumer digital capture SPG. Net worldwide sales of consumer digital capture products,
which include consumer digital cameras, accessories, memory products, and royalties, increased 58% in 2004 as compared with 2003, primarily
reflecting strong volume increases and favorable exchange, partially offset by negative price/mix. Sales continue to be driven by strong consumer
acceptance of the EasyShare digital camera system and the success of new digital camera product introductions during the current year.

The Company gained worldwide digital camera unit market share when compared with the prior year. According to market research firm IDC’s

full year 2004 digital camera study, Kodak leads the industry in the U.S. with a 21.9 percent market share. Digital camera market share has also
improved internationally, giving Kodak the number one market share in Australia, Argentina, Peru and Chile as well as putting it among the top three
positions in Germany, United Kingdom, Mexico and Brazil.

Net worldwide sales of picture maker kiosks and related media increased 43% in 2004 as compared with 2003, primarily due to strong volume
increases and favorable exchange. Sales continue to be driven by strong market acceptance of Kodak’s new generation of kiosks as well as an
increase in consumer demand for digital printing at retail.

Net worldwide sales from the home printing solutions SPG, which includes inkjet photo paper and printer docks/media, increased 57% in the current
year as compared with the prior year. For inkjet paper, 2004 was marked by increased competition from store brands and the mix shift associated
with consumer’s preference for smaller format papers. Kodak’s printer dock products continued to experience strong sales growth during 2004.

Traditional Strategic Product Groups’ Revenues

D&FIS segment traditional product sales were $6,725 million for the current year as compared with $7,613 million for the prior year, representing a
decrease of $888 million, or 12%, primarily driven by declines in the film capture SPG and the consumer output SPG. Net worldwide sales of the film
capture SPG, including consumer roll film (35mm film and Advantix film), one-time-use cameras (OTUC), professional films, reloadable traditional
film cameras and batteries/videotape, decreased 17% in 2004 as compared with 2003, primarily reflecting volume declines and negative price/mix
experienced for all significant film capture product categories. These declines were partially offset by favorable exchange.

U.S. consumer film industry sell-through volumes decreased approximately 18% in 2004 as compared with 2003. Kodak’s sell-in consumer film
volumes declined 21% as compared with the prior year, reflecting a decrease in U.S. retailers’ inventories.

Net worldwide sales for the retail photofinishing SPG, which includes color negative paper, equipment and services, chemistry, and photofinishing
services at retail, decreased 10% in 2004 as compared with 2003, primarily reflecting lower volumes of Qualex retail photofinishing services, partially
offset by favorable exchange.

Net worldwide sales for the wholesale photofinishing SPG, which includes color negative paper, equipment, chemistry, and photofinishing services at
Qualex in the U.S. and Consumer Imaging Services (CIS) outside the U.S., decreased 32% in 2004 as compared with 2003, primarily reflecting lower
volumes, partially offset by favorable exchange. The lower volumes reflect the effects of digital replacement.

Net worldwide sales for the entertainment films SPG, including origination and print films to the entertainment industry increased 10% in 2004 as
compared with 2003, reflecting volume increases and favorable exchange that was partially offset by negative price/mix.



Gross Profit

Gross profit for the D&FIS segment was $2,644 million for 2004 as compared with $2,899 million for 2003, representing a decrease of $255 million
or 9%. The gross profit margin was 28.2% in the current year as compared with 30.8% in the prior year. The 2.6 percentage point decrease was
primarily attributable to decreases in price/mix that impacted gross profit margins by approximately 5.0 percentage points, partially offset by
manufacturing cost improvements, which favorably impacted gross margins by approximately 2.5 percentage points. The decrease in price/mix was
primarily due to the impact of digital replacement, resulting in a decrease in sales of higher margin traditional products, the impact of which was only
partially offset by increased sales of lower margin digital products.

Selling, General and Administrative Expenses

SG&A expenses for the D&FIS segment were $1,681 million for 2004 as compared with $1,991 million for 2003, representing a decrease of

$310 million or 16%. The net decrease in SG&A spending is primarily attributable to cost savings realized from position eliminations associated with
ongoing focused cost reduction programs and reductions in advertising expense, partially offset by unfavorable exchange. As a percentage of sales,
SG&A expense decreased from 21% in the prior year to 18% in the current year.

Research and Development Costs

R&D costs for the D&FIS segment decreased $116 million or 24% from $481 million in 2003 to $365 million in 2004. As a percentage of sales,
R&D costs decreased from 5% in the prior year to 4% in the current year. The decrease in R&D is primarily due to a decline in spending related to
consumer and professional imaging traditional products and services. In addition, the decline was partly attributable to a $21 million write-off for
purchased in-process R&D in 2003, with no such charge incurred in the current year.

Earnings From Continuing Operations Before Interest, Other Income (Charges), Net and Income Taxes
Earnings from continuing operations before interest, other income (charges), net and income taxes for the D&FIS segment increased $171 million, or
40%, from $427 million in 2003 to $598 million in 2004, primarily as a result of the factors described above.

Health Group

On October 7, 2003, the Company completed the acquisition of all of the outstanding shares of PracticeWorks, Inc., a leading provider of dental
practice management software. As part of this transaction, Kodak also acquired 100% of PracticeWorks’ Paris-based subsidiary, Trophy Radiologie,
S.A., a developer and manufacturer of dental digital radiographic equipment, which PracticeWorks purchased in December 2002. The acquisition of
PracticeWorks and Trophy was expected to contribute approximately $200 million in sales to the Health Group segment during the first full year. Full
year 2004 net sales for PracticeWorks (acquired in October 2003) were $212 million, which resulted in incremental net sales of $164 million for the
Health Group segment.

Worldwide Revenues

Net worldwide sales for the Health Group segment were $2,686 million for 2004 as compared with $2,431 million for 2003, representing an increase
of $255 million, or 10%, including a favorable impact from exchange of 4%. The increase in sales consists of: (1) an increase from favorable
exchange of approximately 3.6 percentage points, (2) the acquisition of PracticeWorks Inc. in October 2003, which accounted for approximately

6.0 percentage points of the sales increase, and (3) an increase in volume of approximately 4.1 percentage points, driven primarily by volume
increases in digital products. These increases were partially offset by declines in price/mix of approximately 3.2 percentage points, which were
related to both digital and traditional products.

Net sales in the U.S. were $1,114 million for the current year as compared with $1,061 for the prior year, representing an increase of $53 million, or
5%. Net sales outside the U.S. were $1,572 million for 2004 as compared with $1,370 million for 2003, representing an increase of $202 million, or
15%, including a favorable impact from exchange of 6%.

Digital Strategic Product Groups’ Revenues

The Health Group segment’s digital sales, which include laser printers (DryView imagers and wet laser printers), digital media (DryView and wet laser
media), digital capture equipment (computed radiography capture equipment and digital radiography equipment), services, dental practice
management software and Picture Archiving and Communications Systems (PACS), were $1,732 for the current year compared with $1,437 million
for 2003, representing an increase of $295 million, or 21%. The increase in digital product sales was primarily attributable to the PracticeWorks
acquisition and higher volumes of digital capture equipment, digital media and services.
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Traditional Strategic Product Groups’ Revenues

The Health Group segment’s traditional product sales, including analog film, equipment, and chemistry, were $954 million for the current year as
compared with $994 million for 2003, representing a decrease of $40 million or 4%, with the decrease mainly attributable to decreases in volume and
negative price/mix from analog medical film, partially offset by favorable exchange.

Gross Profit

Gross profit for the Health Group segment was $1,134 million for 2004 as compared with $1,059 million for 2003, representing an increase of

$75 million, or 7%. The gross profit margin was 42.2% in 2004 as compared with 43.6% in 2003. The decrease in the gross profit margin of

1.4 percentage points was primarily attributable to: (1) price/mix, which negatively impacted gross profit margins by 2.0 percentage points due to
digital media, digital capture equipment and analog medical film; and (2) an increase in manufacturing and other costs, which decreased gross profit
margins by 1.3 percentage points primarily due to increases in silver prices and petroleum based materials during the current year. These decreases
were partially offset by increases attributable to favorable exchange, which contributed approximately 0.8 percentage points to the gross profit
margin, and the acquisition of PracticeWorks in the fourth quarter of 2003, which increased gross profit margins by approximately 1.1 percentage
points for the current year.

Selling, General and Administrative Expenses

SG&A expenses for the Health Group segment increased $91 million, or 23%, from $389 million for 2003 to $480 million for 2004. Although the
dollar increase in SG&A expenses was significant, the increase as a percent of sales was 2 percentage points from 16% in 2003 to 18% in 2004. The
increase in SG&A expenses is primarily due to the acquisition of PracticeWorks, which accounted for $65 million of the increase in SG&A expenses in
2004, increased spending on growth initiatives and the unfavorable impact of exchange, which accounted for $12 million of the increase.

Research and Development Costs

R&D costs for the Health Group segment increased $29 million, or 17%, from $173 million in 2003 to $202 million in 2004, and increased as a
percentage of sales from 7% in 2003 to 8% in 2004. The increase is primarily attributable to increased spending to drive growth in selected areas of
the product portfolio.

Earnings From Continuing Operations Before Interest, Other Income (Charges), Net and Income Taxes
Earnings from continuing operations before interest, other income (charges), net and income taxes for the Health Group segment decreased
$45 million, or 9%, from $497 million for 2003 to $452 million for 2004 due primarily to the reasons described above.

Graphic Communications Group
On May 1, 2004, Kodak completed the acquisition of the NexPress-related entities, which included the following:
e Heidelberg’s 50% interest in NexPress Solutions LLC (Kodak and Heidelberg formed the NexPress 50/50 JV in 1997 to develop high quality,
on-demand, digital color printing systems)
e 100% of the stock of Heidelberg Digital LLC (Hdi), a manufacturer of digital black & white printing systems
e 100% of the stock of NexPress GMBH — a R&D center located in Kiel, Germany

e Certain sales and service employees, inventory and related assets and liabilities of Heidelberg’s sales and service units located throughout
the world

There was no consideration paid to Heidelberg at closing. Under the terms of the acquisition, Kodak and Heidelberg agreed to use a
performance-based earn-out formula whereby Kodak will make periodic payments to Heidelberg over a two-year period, if certain sales goals are met.
If all sales goals are met during the two calendar years ending December 31, 2005, the Company will pay a maximum of $150 million in cash. During
the first calendar year, no amounts were paid. Additional payments may also be made relating to the incremental sales of certain products in excess
of a stated minimum number of units sold during a five-year period following the closing of the transaction. The acquisition is expected to become
accretive by 2007. During the eight months since closing, the NexPress-related entities contributed $177 million in sales to the Graphic
Communications Group segment.

On January 5, 2004, Kodak announced the completion of its acquisition of Scitex Digital Printing, the world leader in high-speed, variable data
inkjet printing systems. Kodak acquired the business for $239 million in net cash. Scitex Digital Printing now operates under the name
Kodak Versamark, Inc. During 2004, Kodak Versamark contributed $198 million in sales to the Graphic Communications Group segment.



Worldwide Revenues

Net worldwide sales for the Graphic Communications Group segment were $1,343 million for 2004 as compared with $967 million for 2003,
representing an increase of $376 million, or 39%, including a favorable impact from exchange of less than 1%. The increase in net sales was
primarily attributable to the acquisitions of Kodak Versamark and the NexPress-related entities, which contributed approximately $375 million in net
sales to the Graphic Communications Group segment.

Net sales in the U.S. were $587 million for 2004 as compared with $415 million for 2003, representing an increase of $172 million, or 41%. Net sales
outside the U.S. were $756 million in the current year as compared with $552 million in the prior year, representing an increase of $204 million, or
37%, which includes favorable impacts from exchange of 1%.

Digital Strategic Product Groups’ Revenues

The Graphic Communications Group segment’s digital product sales, which consist of Kodak Versamark, the NexPress-related entities, Encad, Inc.
products and services, and document imaging service and support, were $1,065 million for the current year as compared with $665 million for the
prior year, representing an increase of $400 million, or 60%. The increase is primarily attributable to the acquisitions of Versamark and the
NexPress-related entities.

Kodak Versamark experienced strong sales performance driven by increased placements of color printing units in the transactional printing market
coupled with a growing consumables business.

Traditional Strategic Product Groups’ Revenues

The Graphic Communications Group segment’s traditional product sales were primarily attributable to sales of traditional graphics products to the
KPG joint venture, and document imaging imagelink equipment and media sales. Net worldwide sales of traditional products for the Graphic
Communications Group segment declined $24 million or 8% from $302 million in 2003 to $278 million in 2004. This decline was primarily
attributable to negative price/mix for graphic arts products, partially offset by increasing volumes.

Gross Profit

Gross profit for the Graphic Communications Group segment for 2004 increased $81 million, or 32%, from $257 million for 2003 to $338 million

for 2004. The gross profit margin was 25.2% for 2004 as compared with 26.6% for 2003. The decrease in the gross profit margin of

1.4 percentage points was primarily attributable to (1) an increase in manufacturing cost, which negatively impacted gross profit margins by
approximately 3.2 percentage points, primarily due to an increase in silver prices and additional costs incurred in relation to the relocation of
manufacturing facilities for graphics products from Mexico to Great Britain and the U.S., (2) volume declines, which negatively impacted gross profit
margins by 0.9 percentage points, and (3) negative price/mix of 0.6 percentage points. Partially offsetting these negative impacts were the
acquisitions of Kodak Versamark and the NexPress-related entities, which contributed 2.1 percentage points to gross profit margin for the current year
period. This is despite the fact that Kodak Versamark’s margins were negatively affected by the impact of the purchase accounting for the inventory
that was acquired with Kodak Versamark at its fair value, which was sold during 2004. This negative impact was partially offset by a positive impact
of purchase accounting for the inventory that was acquired with the NexPress-related entities at its fair value. Additionally, favorable exchange
positively impacted gross profit margins by 1.5 percentage points.

Selling, General and Administrative Expenses

SG&A expenses for the Graphic Communications Group segment were $259 million for 2004 as compared with $139 million in the prior year,
representing an increase of $120 million, or 86%, and increased as a percentage of sales from 14% in the prior year to 19% in the current year.
The increase in SG&A expenses is primarily attributable to the acquisitions of Kodak Versamark and the NexPress-related entities, which together
accounted for $120 million of SG&A expenses in the current year period.

Research and Development Costs

R&D costs for the Graphic Communications Group segment increased $82 million, or 228%, from $36 million for 2003 to $118 million for the current
year, and increased as a percentage of sales from 4% in the prior year to 9% in the current year. The increase was primarily attributable to the
acquisitions of Kodak Versamark and the NexPress-related entities, which together accounted for $90 million of R&D in the current period, and
includes a $10 million charge for purchased in-process R&D associated with the Kodak Versamark and NexPress-related entities acquisitions.

Earnings (Losses) From Gontinuing Operations Before Interest, Other Income (Charges), Net and Income Taxes

Earnings (losses) from continuing operations before interest, other income (charges), net and income taxes for the Graphic Communications Group
segment decreased $121 million from earnings of $82 million in 2003 to losses of $39 million in 2004. This increase in losses is primarily attributable
to the acquisition of the NexPress-related entities on May 1, 2004, the purchase of Scitex Digital Printing (renamed Kodak Versamark) on
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January 5, 2004, and the other factors described above. As noted above, the NexPress-related entities are expected to become accretive by 2007,
and Kodak Versamark is expected to be slightly dilutive through 2004 and accretive thereafter.

KPG’s earnings performance continued to improve on the strength of its leading position in digital printing plates and digital proofing, coupled with
favorable operating expense management and foreign exchange. The Company’s equity in the earnings of KPG contributed positive results to other
income (charges), net during 2004.

All Other

Worldwide Revenues

Net worldwide sales for All Other were $122 million for 2004 as compared with $96 million for 2003, representing an increase of $26 million, or 27%.
Net sales in the U.S. were $57 million in 2004 as compared with $45 million for 2003, representing an increase of $12 million, or 27%. Net sales
outside the U.S. were $65 million in the current year as compared with $51 million in the prior year, representing an increase of $14 million, or 27%.

Losses From Continuing Operations Before Interest, Other Income (Charges), Net and Income Taxes

Losses from continuing operations before interest, other income (charges), net and income taxes for All Other increased $98 million from a loss of
$93 million in 2003 to a loss of $191 million in 2004. Increased levels of investment for the Company’s display business and consumer inkjet
development activities primarily drove the increase in the loss from operations.

Earnings from Discontinued Operations, Net of Income Taxes

Earnings from discontinued operations, net of income taxes, for 2004 were $475 million, or $1.66 per basic and diluted share and were primarily
related to the sale of Kodak’s Remote Sensing Systems business (RSS), which contributed $466 million to earnings from discontinued operations,
including the after-tax gain on the sale of $439 million. The 2003 earnings from discontinued operations, net of income taxes, were $64 million, or
$.22 per basic and diluted share and reflects net of tax earnings of $27 million primarily related to reversals of tax and environmental reserves as well
as $40 million of after-tax earnings from RSS.

Net Earnings

Net earnings for 2004 were $556 million, or $1.94 per basic and diluted share, as compared with net earnings for 2003 of $253 million, or $.88 per
basic and diluted share, representing an increase of $303 million, or 120%. This increase is primarily attributable to the reasons outlined above.

Summary
(in millions, except per share data) 2005 Change 2004 Change 2003
Net sales from continuing operations $14,268 +6% $13,517 +5% $12,909
(Loss) earnings from continuing operations before interest,
other income (charges), net, and income taxes (599) -589 (87) -129 302
(Loss) earnings from continuing operations (1,455) -1,896 81 -57 189
Earnings from discontinued operations 150 -68 475 +642 64
Cumulative effect of accounting change (57) — —
Net (loss) earnings (1,362) -345 556 +120 253
Basic and diluted net (loss) earnings per share:
Continuing operations (5.05) -1,904 .28 - 58 .66
Discontinued operations .52 -69 1.66 +655 .22
Cumulative effect of accounting change (.20 — —
Total 4.73) -344 1.94 +120 .88

The Company’s results as noted above include certain one-time items, such as charges associated with focused cost reductions and other special
charges. These items, which are described below, should be considered to better understand the Company’s results of operations that were
generated from normal operational activities.



2005
The Company’s results from continuing operations for the year included the following:

Charges of $1,118 million ($1,020 million after tax) related to focused cost reductions implemented primarily under the 2004-2007 Restructuring
Program. See further discussion in the Restructuring Costs and Other section of Management’s Discussion and Analysis of Financial Condition and
Results of Operations (MD&A) and Note 16, “Restructuring Costs and Other.”

Net charges of $52 million ($38 million after tax) related to purchased in-process R&D incurred in the second quarter (adjusted for credits of
$12 million ($2 million after tax) in the third quarter) related to the acquisitions of KPG and Creo.

Charges of $44 million ($35 million after tax) related to a $19 million impairment of the investment in Lucky Film and a $25 million ($16 million after
tax) asset impairment.

Charges of $21 million ($21 million after tax) related to unfavorable legal settiements.
Other income of $41 million ($39 million after tax) related to the gain on the sale of properties in connection with restructuring actions.
Income tax charges of $6 million related to a change in estimate with respect to a tax benefit recorded in connection with a land donation.

2004
The Company’s results from continuing operations for the year included the following:

Charges of $889 million ($620 million after tax) related to focused cost reductions implemented primarily under the Third Quarter, 2003
Restructuring Program and 2004-2007 Restructuring Program. See further discussion in the Restructuring Costs and Other section of MD&A and
Note 16, “Restructuring Costs and Other.”

Charges of $12 million ($7 million after tax), including $2 million ($1 million after tax) for inventory write-downs and $10 million ($6 million after tax)
for the write-off of fixed assets related to Kodak’s historical ownership interest in the NexPress joint venture in connection with the acquisition of the
NexPress-related entities incurred in the second and fourth quarters.

Charges of $15 million ($10 million after tax) related to purchased in-process R&D incurred in the first and third quarters.
Charges of $6 million ($4 million after tax) related to a legal settlement.

Other income of $101 million ($63 million after tax) related to two favorable legal settlements.

Income tax charges of $31 million related to valuation allowances for restructuring related deferred tax assets.

2003
The Company’s results from continuing operations for the year included the following:

Charges of $552 million ($396 million after tax) related to focused cost reductions implemented primarily under the First Quarter, 2003 Restructuring
Program and the Third Quarter, 2003 Restructuring Program. See further discussion in the Restructuring Costs and Other section of MD&A and Note
16, “Restructuring Costs and Other.”

Charges of $16 million ($10 million after tax) related to venture investment impairments and other asset write-offs incurred in the second and fourth
quarters. See MD&A and Note 7, “Investments,” for further discussion of venture investment impairments.

Charges of $31 million ($19 million after tax), including $21 million ($13 million after tax) in the first quarter and $10 million ($6 million after tax) in
the fourth quarter, related to purchased in-process R&D.

Charges of $14 million ($9 million after tax) connected with the settlement of a patent infringement claim.

Charges of $12 million ($7 million after tax) related to an intellectual property settlement.

Charges of $14 million ($9 million after tax) connected with the settlement of certain issues relating to a prior-year acquisition.
Charges of $8 million ($5 million after tax) for a donation to a technology enterprise.

Charges of $8 million ($5 million after tax) for legal settiements.

Reversal of $9 million ($6 million after tax) for an environmental reserve.

Income tax benefits of $13 million, which included tax benefits related to the donation of patents in the first and fourth quarters, amounting to
$8 million and $5 million, respectively.
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Restructuring Costs and Other

The Company is currently undergoing the transformation from a traditional products and services company to a digital products and services company.
In connection with this transformation, the Company announced a cost reduction program in January 2004 that would extend through 2006 to achieve
the appropriate business model and to significantly reduce its worldwide facilities footprint. In July 2005, the Company announced an extension to
this program into 2007 to accelerate its digital transformation, which included further cost reductions that will result in a business model consistent
with what is necessary to compete profitably in digital markets.

In connection with its announcement relating to the extended “2004-2007 Restructuring Program,” the Company has provided estimates with

respect to (1) the number of positions to be eliminated, (2) the facility square footage reduction, (3) the reduction in its traditional manufacturing
infrastructure, and (4) the total restructuring charges to be incurred.

The actual charges for initiatives under this program are recorded in the period in which the Company commits to formalized restructuring plans
or executes the specific actions contemplated by the program and all criteria for restructuring charge recognition under the applicable accounting
guidance have been met.



Restructuring Programs Summary

The activity in the accrued restructuring balances and the non-cash charges incurred in relation to all of the restructuring programs described below
was as follows for fiscal 2005:

Other

Balance Adjustments Balance

Dec. 31, Cash Non-cash and Dec. 31,
(in millions) 2004 Charges Reversals  Payments  Settlements  Reclasses " 2005
2004 - 2007 Restructuring Program:
Severance reserve $ 267 $ 497 $ 3 $ (377) $§ — $ (113) $ 271
Exit costs reserve 36 84 (6) (95) — 4 23
Total reserve $ 303 $ 581 $ (9 $ (472 $ — $ (109) $ 294
Long-lived asset impairments

and inventory write-downs $ — $ 161 $ — 5 — $ (161) $ — $ —

Accelerated depreciation — 391 — — (391) — —
Pre-2004 Restructuring Programs:
Severance reserve $ 40 $ — §$ (3 $ (30 $ — $§ (9 $ 2
Exit costs reserve 12 — (3) (6) — 10 13
Total reserve $ 52 $ — § (6 $ (36) $ — $ 5 $ 15
Total of all restructuring programs $ 355 $1,133 $ (15) $ (508) $ (552) $ (104) $ 309

(1) The total restructuring charges of $1,133 million include: (1) pension and other postretirement charges and credits for curtailments, settiements and special
termination benefits, and (2) environmental remediation charges that resulted from the Company’s ongoing restructuring actions. However, because the impact

of these charges and credits relate to the accounting for pensions, other postretirement benefits, and environmental remediation costs, the related impacts on the

Consolidated Statement of Financial Position are reflected in their respective components as opposed to within the accrued restructuring balances at December
31,2005 or 2004. Accordingly, the Other Adjustments and Reclasses column of the table above includes: (1) reclassifications to Other long-term assets and
Pension and other postretirement liabilities for the position elimination-related impacts on the Company’s pension and other postretirement employee benefit plan
arrangements, including net curtailment losses, settlement losses, and special termination benefits of $(98) million, and (2) reclassifications to Other long-term
liabilities for the restructuring-related impacts on the Company’s environmental remediation liabilities of $(8) million. Additionally, the Other Adjustments and
Reclasses column of the table above includes: (1) adjustments to the restructuring reserves of $14 million related to the Creo purchase accounting impacts that
were charged appropriately to Goodwill as opposed to Restructuring charges, (2) foreign currency translation adjustments of $(12) million, which are reflected

in Accumulated other comprehensive loss in the Consolidated Statement of Financial Position, and (3) rebalancing reclassifications between the restructuring
reserves, which net to zero on a consolidated basis.

The costs incurred, net of reversals, which total $1,118 million for the year ended December 31, 2005, include $391 million and $37 million of charges

related to accelerated depreciation and inventory write-downs, respectively, which were reported in cost of goods sold in the accompanying
Consolidated Statement of Operations for the year ended December 31, 2005. The remaining costs incurred, net of reversals, of $690 million, were
reported as restructuring costs and other in the accompanying Consolidated Statement of Operations for the year ended December 31, 2005. The
severance costs and exit costs require the outlay of cash, while long-lived asset impairments, accelerated depreciation and inventory write-downs
represent non-cash items.
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2004-2007 Restructuring Program

The Company announced on January 22, 2004 that it planned to develop and execute a comprehensive cost reduction program throughout the 2004
to 2006 timeframe. The objective of these actions was to achieve a business model appropriate for the Company’s traditional businesses, and to
sharpen the Company’s competitiveness in digital markets.

The Program was expected to result in total charges of $1.3 billion to $1.7 billion over the three-year period, of which $700 million to $900 million
related to severance, with the remainder relating to the disposal of buildings and equipment. Overall, Kodak’s worldwide facility square footage was
expected to be reduced by approximately one-third. Approximately 12,000 to 15,000 positions worldwide were expected to be eliminated through
these actions primarily in global manufacturing, selected traditional businesses and corporate administration.

On July 20, 2005, the Company announced that it would extend the restructuring activity, originally announced in January 2004, as part of its efforts
to accelerate its digital transformation and to respond to a faster-than-expected decline in consumer film sales. The Company now plans to increase
the total employment reduction to a range of 22,500 to 25,000 positions, and to reduce its traditional manufacturing infrastructure to approximately
$1 billion, compared with $2.9 billion as of December 31, 2004. When largely completed by the middle of 2007, these activities will result in a
business model consistent with what is necessary to compete profitably in digital markets. As a result of this announcement, this program has been
renamed the “2004-2007 Restructuring Program.”

The Company implemented certain actions under this program during 2005. As a result of these actions, the Company recorded charges of

$742 million in 2005, which were composed of severance, long-lived asset impairments, exit costs and inventory write-downs of $497 million,
$124 million, $84 million and $37 million, respectively. The severance costs related to the elimination of approximately 8,125 positions, including
approximately 1,000 photofinishing, 4,375 manufacturing, 575 research and development and 2,175 administrative positions. The geographic
composition of the positions to be eliminated includes approximately 4,150 in the United States and Canada and 3,975 throughout the rest of the
world. The reduction of the 8,125 positions and the $581 million charges for severance and exit costs are reflected in the 2004-2007 Restructuring
Program table below. The $124 million charge for long-lived asset impairments was included in restructuring costs and other in the accompanying
Consolidated Statement of Operations for the year ended December 31, 2005. The charges taken for inventory write-downs of $37 million were
reported in cost of goods sold in the accompanying Consolidated Statement of Operations for the year ended December 31, 2005.

Under this Program, on a life-to-date basis as of December 31, 2005, the Company has recorded charges of $1,416 million, which were composed
of severance, long-lived asset impairments, exit costs and inventory write-downs of $915 million, $262 million, $183 million and $56 million,
respectively. The severance costs related to the elimination of approximately 17,750 positions, including approximately 5,700 photofinishing,
7,950 manufacturing, 1,000 research and development and 3,100 administrative positions.

The following table summarizes the activity with respect to the charges recorded in connection with the focused cost reduction actions that the
Company has committed to under the 2004-2007 Restructuring Program and the remaining balances in the related reserves at December 31, 2005:

Long-lived Asset

Exit Impairments

Number of Severance Costs and Inventory Accelerated
(dollars in millions) Employees Reserve Reserve Total Write-downs Depreciation
2004 charges 9,625 $ 418 $ 99 $ 517 $ 157 $ 152
2004 reversals — (6) 1) (7) — —
2004 utilization (5,175) (169) (47) (216) (157) (152)
2004 other adj. & reclasses — 24 (15) 9 — —
Balance at 12/31/04 4,450 267 36 303 — —
2005 charges 8,125 497 84 581 161 391
2005 reversals — (3) (6) 9) — —
2005 utilization (10,225) (377) (95) (472) (161) (391)
2005 other adj. & reclasses — (113) 4 (109) — —
Balance at 12/31/05 2,350 $ 271 $ 23 $294 $§ — $ —

The severance charges of $497 million and the exit costs of $84 million were reported in restructuring costs and other in the accompanying



Consolidated Statement of Operations for the year ended December 31, 2005. Included in the $497 million charge taken for severance costs was a
net curtailment loss of $6 million. This net curtailment loss is disclosed in Note 17, “Retirement Plans” and Note 18, “Other Postretirement Benefits.”
Included in the $84 million charge taken for exit costs was a $8 million charge for environmental remediation associated with the closures of the
manufacturing facility in Coburg, Australia and Sao Jose dos Campos, Brazil. The liability related to this charge is disclosed in Note 11,
“Commitments and Contingencies” under “Environmental.” During 2005, the Company made $377 million of severance payments and $95 million
of exit cost payments related to the 2004-2007 Restructuring Program. During 2005, the Company reversed $3 million of severance reserves, as
severance payments were less than originally estimated. In addition, the Company reversed $6 million of exit costs reserves during 2005, as the
Company was able to settle lease and other exit cost obligations for amounts that were less than originally estimated. These reserve reversals were
included in restructuring costs and other in the accompanying Consolidated Statement of Operations for the year ended December 31, 2005.

The total severance charges of $497 million include pension and other postretirement charges and credits for curtailments, settlements and special
termination benefits. However, because the impact of these charges and credits relate to the accounting for pensions and other postretirement
benefits, the related impacts on the Consolidated Statement of Financial Position are reflected in their respective components as opposed to within
the accrued restructuring balances at December 31, 2005 or 2004. Accordingly, other adjustments of $(113) million to the severance reserve in
2005 included reclassifications to Other long-term assets and Pension and other postretirement liabilities for the position elimination-related impacts
on the Company’s pension and other postretirement employee benefit plan arrangements, including net curtailment losses, settlement losses, and
special termination benefits of $(96) million, which are disclosed in Note 17 “Retirement Plans” and Note 18, “Other Postretirement Benefits”.
Additionally, the other adjustments of $(113) million to the severance reserve in 2005 include: (1) adjustments to the severance reserve of $7 million
related to the Creo purchase accounting impacts that were charged appropriately to Goodwill as opposed to Restructuring charges, (2) foreign
currency translation adjustments of $(12) million, and (3) rebalancing reclassifications to other restructuring reserves of ($12) million, which net to
zero on a consolidated basis.

Other adjustments of $4 million to the exit cost reserve in 2005 included: (1) reclassifications to Other long-term liabilities for the restructuring-related
impacts on the Company’s environmental remediation liabilities of $(8) million, which are disclosed in Note 11, “Commitments and Contingencies”
under “Environmental”, (2) adjustments to the exit cost reserve of $7 million related to the Creo purchase accounting impacts that were charged
appropriately to Goodwill as opposed to Restructuring charges, and (3) rebalancing reclassifications to other restructuring reserves of $5 million,
which net to zero on a consolidated basis.

As a result of the initiatives already implemented under the 2004-2007 Restructuring Program, severance payments will be paid during periods
through 2007 since, in many instances, the employees whose positions were eliminated can elect or are required to receive their payments over an
extended period of time. Most exit costs were paid during 2005. However, certain costs, such as long-term lease payments, will be paid over periods
after 2005.

As a result of initiatives implemented under the 2004-2007 Restructuring Program, the Company recorded $391 million of accelerated depreciation
on long-lived assets in cost of goods sold in the accompanying Consolidated Statement of Operations for the year ended December 31, 2005. The
accelerated depreciation relates to long-lived assets accounted for under the held and used model of SFAS No. 144. The year-to-date amount of
$391 million relates to $37 million of photofinishing facilities and equipment, $349 million of manufacturing facilities and equipment, and $5 million
of administrative facilities and equipment that will be used until their abandonment. The Company will record approximately $200 million of additional
accelerated depreciation in 2006 related to the initiatives implemented in 2005. Additional amounts of accelerated depreciation may be recorded in
2006 and 2007 as the Company continues to execute its 2004-2007 Restructuring Program.

The charges of $1,133 million recorded in 2005, excluding reversals, included $222 million applicable to the D&FIS segment, $23 million applicable
to the Health Group segment, and $30 million applicable to the Graphic Communications Group segment, and $3 million applicable to All Other.
The balance of $855 million was applicable to manufacturing, research and development, and administrative functions, which are shared across

all segments.

The restructuring actions implemented during fiscal year 2005 under the 2004-2007 Restructuring Program are expected to generate future annual
cost savings of approximately $499 million and future annual cash savings of approximately $476 million. These cost savings began to be realized
by the Company beginning in the first quarter of 2005, and are expected to be fully realized by the end of 2006 as most of the actions and severance
payouts are completed. These total cost savings are expected to reduce future cost of goods sold, SG&A, and R&D expenses by approximately
$295 million, $133 million, and $71 million, respectively.

Based on all of the actions taken to date under the 2004-2007 Restructuring Program, the program is expected to generate annual cost savings of
approximately $984 million, including annual cash savings of $951 million, as compared with pre-program levels. The Company began realizing these
savings in the second quarter of 2004, and expects the savings to be fully realized by the end of 2006 as most of the actions and severance payouts
are completed. These total cost savings are expected to reduce cost of goods sold, SG&A, and R&D expenses by approximately $666 million,

$219 million, and $99 million, respectively.
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The above savings estimates are based primarily on objective data related to the Company’s severance actions. Savings resulting from facility
closures and other non-severance actions that are more difficult to quantify are not included. The Company reaffirms its estimate of total annual cost
savings under the extended 2004-2007 Restructuring Program of $1.6 billion to $1.8 billion, as announced in July 2005, and does not expect the final
annual cost savings to differ materially from this estimate.

Pre-2004 Restructuring Programs

At December 31, 2005, the Company had remaining severance and exit costs reserves of $2 million and $13 million, respectively, relating to
restructuring plans committed to or executed prior to 2004. During 2005, reversals of $3 million were made to reduce the severance reserve balance,
as severance payments were less than originally estimated. During 2005, reversals of $3 million were made to reduce the exit costs reserve balance,
as the Company was able to settle lease and other exit cost obligations for amounts that were less than originally estimated.

The remaining severance payments relate to initiatives already implemented under the Pre-2004 Restructuring Programs and will be paid out during
2006 since, in many instances, the employees whose positions were eliminated can elect or are required to receive their severance payments over an
extended period of time. Most of the remaining exit costs reserves represent long-term lease payments, which will continue to be paid over periods
throughout and after 2006.

Liquidity and Capital Resources
2005

Cash Flow Activity

The Company’s cash and cash equivalents increased $410 million to $1,665 million at December 31, 2005 from $1,255 million at December 31, 2004.
The increase resulted primarily from $1,208 million of net cash provided by operating activities and $533 million of net cash provided by financing
activities, offset by $1,304 million of net cash used in investing activities.

The net cash provided by operating activities of $1,208 million was primarily attributable to a decrease in receivables, excluding the impacts of
acquisitions, of $228 million, and a decrease in inventories, excluding the impacts of acquisitions, of $274 million. The decrease in receivables,
excluding the impacts of acquisitions, is primarily due to lower customer rebate accruals and lower miscellaneous non-trade receivables, and was
also impacted by the Company’s collection efforts, including customer-sponsored payment programs. The decrease in inventories is primarily due to
a combination of: (1) planned inventory reductions driven by corporate initiatives, (2) an increasingly seasonal demand for digital products in
anticipation of the holiday season, and (3) a decline in demand for traditional products. In addition, the Company reported a net loss of $1,362 million,
which, when adjusted for the earnings from discontinued operations, cumulative effect of a change in accounting principle, equity in earnings from
unconsolidated affiliates, depreciation and amortization, purchased research and development, the gain on sales of businesses/assets, restructuring
costs, asset impairments and other non-cash charges, and provision for deferred taxes, provided $582 million of operating cash. These sources of
cash were further increased by the favorable impacts of the Company’s continuing progress in the monetization of its intellectual property.

The net cash used in investing activities of $1,304 million was utilized primarily for capital expenditures of $472 million and business acquisitions of
$984 million. These uses of cash were partially offset by $130 million from the sale of assets and investments. The net cash provided by financing
activities of $533 million was primarily the result of a net increase in borrowings of $722 million due to the funding of the acquisition of Creo during
the second quarter of 2005, partially offset by repayments of debt.

The Company’s primary uses of cash include debt payments, acquisitions, capital additions, restructuring payments, dividend payments, employee
benefit plan payments/contributions, and working capital needs.

Acquisitions were $984 million in 2005, net of cash acquired. Approximately $927 million and $11 million of this amount is related to the acquisitions
of Creo and KPG, respectively. The acquisition of Creo uniquely positions the Company to be the preferred partner for its customers, helping them
improve efficiency, expand their offerings and grow their business. The acquisition of KPG further establishes the Company as a leader in the
graphics communications industry and complements the Company’s existing business in this market. Both Creo and KPG operate within the Graphic
Communications Group segment. The remaining amount of $46 million was utilized to complete the acquisition of OREX. The acquisition of OREX
adds the technology of OREX’s small format computed radiography products for use in various health imaging markets.

Capital additions were $472 million in 2005, with the majority of the spending supporting new products, manufacturing productivity and quality
improvements, infrastructure improvements, and ongoing environmental and safety initiatives.

During the year ended December 31, 2005, the Company expended $508 million against the related restructuring reserves, primarily for the payment
of severance benefits. Employees whose positions were eliminated could elect to receive their severance payments over a period not to exceed two
years following their date of termination.

As a result of the cumulative impact of the ongoing position eliminations under its Pre-2004 and 2004-2007 Restructuring Programs as disclosed
in Note 16 and above as part of Management’s Discussion and Analysis of Financial Condition and Results of Operations, the Company incurred



curtailment gains and losses with respect to certain of its retirement plans in 2005. These curtailment events resulted in the remeasurement of the
respective plans’ obligations, which impacted the accounting for the additional minimum pension liabilities. As a result of these remeasurements, the
Company was required to increase its additional minimum pension liabilities by $223 million during 2005. This increase is reflected in the pension and
postretirement liabilities component within the accompanying Consolidated Statement of Financial Position as of December 31, 2005. The net-of-tax
amount of $156 million relating to the increase of the additional minimum pension liabilities is reflected in the accumulated other comprehensive loss
component within the accompanying Consolidated Statement of Financial Position as of December 31, 2005. The related decrease in the long-term
deferred tax asset of $67 million was reflected in the other long-term assets component within the accompanying Consolidated Statement of Financial
Position as of December 31, 2005.

The Company has a dividend policy whereby it makes semi-annual payments of dividends, when declared, on the Company’s 10th business day each
July and December to shareholders of record on the close of the first business day of the preceding month. On May 11, 2005, the Board of Directors
declared a semi-annual cash dividend of $.25 per share payable to shareholders of record at the close of business on June 1, 2005. This dividend
was paid on July 15, 2005. On October 18, 2005, the Board of Directors declared a semi-annual cash dividend of $.25 per share payable to
shareholders of record at the close of business on November 1, 2005. This dividend was paid on December 14, 2005. The total dividends paid for
the year ended December 31, 2005 was $144 million.

The Company made contributions (funded plans) or paid benefits (unfunded plans) totaling approximately $185 million relating to its major U.S. and
non-U.S. defined benefit pension plans in the year ended December 31, 2005.

The Company paid benefits totaling approximately $240 million relating to its U.S., United Kingdom and Canada other postretirement benefit plans,
which represent the Company’s major other postretirement plans, in the year ended December 31, 2005.

The Company believes that its cash flow from operations in addition to asset sales and intellectual property monetization will be sufficient to cover its
working capital and capital investment needs and the funds required for future debt reduction, restructuring payments, dividend payments, employee
benefit plan payments/contributions, and modest acquisitions. The Company’s cash balances and its financing arrangements, as described under
“Sources of Liquidity” below, will be used to bridge timing differences between expenditures and cash generated from operations.

Sources of Liquidity
Refer to Note 9, “Short-Term Borrowings and Long-Term Debt” of the Notes to Financial Statements for presentation of long-term debt, related
maturities and interest rates as of December 31, 2005 and 2004.

Short-Term Borrowings

As of December 31, 2005, the Company and its subsidiaries, on a consolidated basis, maintained $1,132 million in committed bank lines of credit and
$773 million in uncommitted bank lines of credit to ensure continued access to short-term borrowing capacity.

Secured Credit Facilities

On October 18, 2005 the Company closed on $2.7 hillion of Senior Secured Credit Facilities (Secured Credit Facilities) under a new Secured Credit
Agreement (Secured Credit Agreement) and associated Security Agreement and Canadian Security Agreement. The Secured Credit Facilities consists
of a $1.0 hillion 5-Year Committed Revolving Credit Facility (5-Year Revolving Credit Facility) expiring October 18, 2010 and $1.7 billion of Term Loan
Facilities (Term Facilities) expiring October 18, 2012.

The 5-Year Revolving Credit Facility can be used by Eastman Kodak Company (U.S. Borrower) for general corporate purposes including the issuance
of letters of credit. Amounts available under the facility can be borrowed, repaid and re-borrowed throughout the term of the facility provided the
Company remains in compliance with covenants contained in the Secured Credit Agreement. As of December 31, 2005, there was no debt
outstanding and $111 million of letters of credit issued under this facility.

Under the Term Facilities, $1.2 billion was borrowed at closing primarily to refinance debt originally issued under the Company’s previous

$1.225 billion 5-Year Facility to finance the acquisition of Creo Inc. on June 15, 2005. The $1.2 billion consists of a $920 million 7-Year Term Loan to
the U.S. Borrower and $280 million 7-Year Term Loan to Kodak Graphic Communications Canada Company (KGCCC or, the Canadian Borrower). At
December 31, 2005, the balances reported in Long-term debt, net of current portion, on the Consolidated Statement of Financial Position were

$920 million and $280 million for the U.S. Borrower and the Canadian Borrower, respectively. Debt issue costs incurred of approximately $57 million
associated with the Secured Credit Facilities are recorded as an asset and amortized over the life of the borrowings. The remaining $500 million
under the Term Facilities is committed by the Lenders and available to the U.S. Borrower, through June 15, 2006. For this $500 million commitment,
a 1.50% annual fee is paid on the unused amount to the Lenders.

In addition to the $2.7 billion of Secured Credit Facilities, the Secured Credit Agreement allows for up to an additional $500 million for a new secured
credit loan based on terms and pricing available and agreed to at the time the new credit loan would be established. There are no fees for this feature.
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Pursuant to the Secured Credit Agreement and associated Security Agreement, each subsidiary organized in the U.S. jointly and severally guarantees
the obligations under the Secured Credit Agreement and all other obligations of the Company and its subsidiaries to the Lenders. The guaranty is
supported by the pledge of certain U.S. assets of the U.S. Borrower and the Company’s U.S. subsidiaries including, but not limited to, receivables,
inventory, equipment, deposit accounts, investments, intellectual property, including patents, trademarks and copyrights, and the capital stock of
Material Subsidiaries. Excluded from pledged assets are real property, “Principal Properties” and equity interests in “Restricted Subsidiaries”, as
defined in the Company’s 1988 Indenture.

Material Subsidiaries are defined as those subsidiaries with revenues or assets constituting 5 percent or more of the consolidated revenues or assets
of the corresponding borrower. Material Subsidiaries will be determined on an annual basis under the Secured Credit Agreement.

Pursuant to the Secured Credit Agreement and associated Canadian Security Agreement, Eastman Kodak Company and Kodak Graphic
Communications Company (KGCC, formerly Creo Americas, Inc.), jointly and severally guarantee the obligations of the Canadian Borrower, to the
Lenders. Certain assets of the Canadian Borrower in Canada were also pledged in support of its obligations, including, but not limited to, receivables,
inventory, equipment, deposit accounts, investments, intellectual property, including patents, trademarks and copyrights, and the capital stock of the
Canadian Borrower’s Material Subsidiaries.

Interest rates for borrowings under the Secured Credit Agreement are dependent on the Company’s Long Term Senior Secured Credit Rating. The
Secured Credit Agreement contains various affirmative and negative covenants customary in a facility of this type, including two quarterly financial
covenants: (1) a consolidated earnings before interest, taxes, depreciation and amortization (EBITDA) to consolidated interest expense (subject to
adjustments to exclude interest expense not related to borrowed money) ratio, on a rolling four-quarter basis, of no less than 3to 1, and (2) a
consolidated debt for borrowed money to consolidated EBITDA (subject to adjustments to exclude any extraordinary income or losses, as defined by
the Secured Credit Agreement, interest income and certain non-cash items of income and expense) ratio of not greater than: 4.75to 1 as of
December 31, 2005; 4.50 to 1 as of March 31, 2006; 4.25 to 1 as of June 30, 2006; 4.00 to 1 as of September 30, 2006; and 3.50 to 1 as of
December 31, 2006 and thereafter.

As of December 31, 2005, the Company’s consolidated debt to EBITDA ratio was 2.89 and the consolidated EBITDA to consolidated interest ratio was
6.24. Consolidated EBITDA and consolidated interest expense, as adjusted, are non-GAAP financial measures. The Company believes that the
presentation of the consolidated debt to EBITDA and EBITDA to consolidated interest expense financial measures is useful information to investors,
as it provides information as to how the Company actually performed against the financial restrictions and requirements under the Secured Credit
Facilities, and how much headroom the Company has within these covenants.



The following table reconciles EBITDA, as included in the computation of the consolidated debt to EBITDA ratio under the Secured Credit Agreement
covenants, to the most directly comparable GAAP measure of loss from continuing operations before interest, other income (charges), net and
income taxes:

(dollar amounts in millions) 2005
Net loss $(1,362)
Plus:
Interest expense 211
Provision for income taxes 689
Depreciation and amortization 1,402
Non-cash restructuring charges and asset write-downs/impairments 379
Loss from cumulative effect of accounting change, net of income taxes (extraordinary loss) 57
Non-cash purchase accounting adjustments 24
Non-cash stock compensation expense 26
Non-cash equity in earnings from unconsolidated affiliates (12)
Total additions to calculate EBITDA 2,776
Less:
Earnings from discontinued operations, net of income taxes (extraordinary income) (150)
Investment income (25)
Total subtractions to calculate EBITDA (175)
EBITDA, as included in the debt to EBITDA ratio as presented $ 1,239

(Following is a reconciliation to the most directly comparable GAAP measure)

EBITDA, as included in the debt to EBITDA ratio as presented $ 1,239
Depreciation and amortization (1,402)
Non-cash restructuring charges and asset write-downs/impairments (379)
Other adjustments, net (57)
Loss from continuing operations before interest, other income (charges), net and income taxes $ (599

The following table reconciles interest expense, as adjusted, as included in the computation of the EBITDA to interest expense ratio under the Secured
Credit Agreement covenants, to the most directly comparable GAAP measure of interest expense:

(dollar amounts in millions) 2005
Interest expense, as included in the EBITDA to interest expense ratio $ 199
Adjustments to interest expense for purposes of the covenant calculation 12
Interest expense $ 21

Adjustments to interest expense relate to items that are not debt for borrowed money.

In addition, subject to various conditions and exceptions in the Secured Credit Agreement, in the event the Company sells assets for net proceeds
totaling $75 million or more in any year, except for proceeds used within 12 months for reinvestments in the business of up to $300 million, proceeds
from sales of assets used in the Company’s non-digital products and services businesses to prepay or repay debt or pay cash restructuring charges
within 12 months from the date of sale of the assets, or proceeds from the sale of inventory in the ordinary course of business, the amount in excess
of $75 million must be applied to prepay loans under the Secured Credit Agreement.
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If unused, the 5-Year Revolving Credit Facility has a commitment fee of $5.0 million per year at the Company’s current credit rating of Ba3 and B+
from Moody’s Investor Services, Inc. (Moody’s) and Standard & Poor’s Rating Services (S&P), respectively.

At the closing of the Secured Credit Agreement, the Company terminated its previous $1.225 billion 5-Year Facility, a $160 million revolving credit
facility established by KPG, and the Company’s $200 million Accounts Receivable Securitization Program.

The Company has other committed and uncommitted lines of credit at December 31, 2005 totaling $132 million and $773 million, respectively. These
lines primarily support borrowing needs of the Company’s subsidiaries, which include term loans, overdraft coverage, letters of credit and revolving
credit lines. Interest rates and other terms of borrowing under these lines of credit vary from country to country, depending on local market
conditions. Total outstanding borrowings against these other committed and uncommitted lines of credit at December 31, 2005 were $34 million and
$65 million, respectively. These outstanding borrowings are reflected in the short-term borrowings in the accompanying Consolidated Statement of
Financial Position at December 31, 2005.

At December 31, 2005, the Company had outstanding letters of credit totaling $117 million and surety bonds in the amount of $85 million primarily to
ensure the payment of casualty claims, workers’ compensation claims, and customs.

Debt Shelf Registration and Convertible Securities

On September 5, 2003, the Company filed a shelf registration statement on Form S-3 (the primary debt shelf registration) for the issuance of up to
$2.0 billion of new debt securities. Pursuant to Rule 429 under the Securities Act of 1933, $650 million of remaining unsold debt securities under a
prior shelf registration statement were included in the primary debt shelf registration, thus giving the Company the ability to issue up to $2.65 billion
in public debt. After issuance of $500 million in notes in October 2003, the remaining availability under the primary debt shelf registration was

$2.15 hillion. The Company filed its 2004 Form 10-K on April 6, 2005, which was late relative to the SEC required filing date (including extension) of
March 31, 2005. The Company also completed the filing of a Form 8-K/A related to the acquisition of KPG on July 1, 2005, which was late in relation
to the SEC required filing date of June 17, 2005. As a result of these late filings, the Company’s primary debt shelf registration statement on Form S-3
will not be available until the third quarter of 2006. In the event the Company wanted to issue registered securities, the Company could use Form S-1
or a Rule 144A transaction to issue such securities in the capital markets. However, the success of future debt issuances will be dependent on market
conditions at the time of such an offering.

The Company has $575 million aggregate principal amount of Convertible Senior Notes due 2033 (the Convertible Securities) on which interest
accrues at the rate of 3.375% per annum and is payable semiannually. The Convertible Securities are unsecured and rank equally with all of the
Company’s other unsecured and unsubordinated indebtedness. The Convertible Securities may be converted, at the option of the holders, to shares
of the Company’s common stock if the Company’s Senior Unsecured credit rating assigned to the Convertible Securities by either Moody’s or S&P
is lower than Ba2 or BB, respectively. At the Company’s current Senior Unsecured credit rating, the Convertible Securities may be converted by
their holders.

The recently completed $2.7 billion Secured Credit Facilities, along with other committed and uncommitted credit lines provide the Company with
adequate liquidity to meet its working capital and investing needs.

Credit Quality
Moody’s and S&P’s ratings for the Company, including their outlooks, as of the filing date of this Form 10-K are as follows:

Senior Secured Rating Corporate Rating Senior Unsecured Rating Outlook
Moody’s Ba3 B1 B2 Negative
S&P B+ B+ B Negative

Starting on April 29, 2005 and through January 31, 2006, Moody’s downgraded its ratings on Kodak on four occasions, resulting in change of the
Corporate Rating from Baa3 to B1 and the Senior Unsecured Rating from Baa3 to B2. On September 21, 2005 Moody’s issued a Ba2 rating on
Kodak’s Senior Secured Debt, and subsequently lowered that rating to Ba3 on January 31, 2006. Moody’s outlook remains negative. On
November 1, 2005, Moody’s assigned an SGL-2 speculative grade liquidity rate to the Company.

Moody’s ratings reflect their views regarding Kodak’s: (i) execution challenges to achieve digital profitability as its business shifts into highly
competitive digital imaging markets, (i) ongoing exposure to the accelerating secular decline of its consumer film business and potential decline of its
entertainment imaging film business, and (iii) variability in the utilization of its traditional manufacturing assets and potential for incremental
restructuring costs.

Moody’s Ba3 rating assigned to the Secured Credit Facilities reflects the above factors as well as the security collateral and the secured cross
guarantee afforded to the Secured Credit Facilities.



The negative rating outlook reflects Moody’s concern regarding the Company’s challenges to transition to a digital product and services business,
including requirements to fund investment and restructuring costs, and uncertain prospects for achieving solid digital business profitability.

Starting on April 22, 2005 and throughout the year, S&P lowered its credit ratings on Eastman Kodak Company five times. The Company’s Corporate
Rating was lowered from BBB- to B+, and the Kodak Senior Unsecured debt rating was cut from BBB- to B. On September 16, 2005, S&P issued a
BB rating on the Company’s $2.7 hillion Senior Secured Credit Agreement (Secured Bank Loan), and assigned it a recovery rating of “2,” indicating
S&P’s expectation of substantial (80%-100%) recovery of principal in a payment default scenario. Subsequently, the Secured Bank Loan rating was
lowered to B+. S&P’s rating outlook on the Company remains negative reflecting their “reduced confidence in Kodak’s profitability and cash flow
prospects in light of the ongoing and rapid deterioration of its traditional consumer imaging business, unproven profit potential of its emerging digital
imaging business, high cash restructuring costs, and economic uncertainty.”

The Company is in compliance with all covenants or other requirements set forth in its credit agreements and indentures. Further, the Company does
not have any rating downgrade triggers that would accelerate the maturity dates of its debt. However, the Company could be required to increase the
dollar amount of its letters of credit or other financial support up to an additional $108 million at the current credit ratings. As of the filing date of this
Form 10-K, the Company has not been requested to materially increase its letters of credit or other financial support. However, at the current Senior
Unsecured Rating of B2 by Moody’s and B by S&P, Convertible Securities holders may, at their option, convert their Convertible Securities to common
stock. Further downgrades in the Company’s credit rating or disruptions in the capital markets could impact borrowing costs and the nature of its
funding alternatives. However, further downgrades will not impact borrowing costs under the Company’s $2.7 hillion Secured Credit Facilities.

Contractual Obligations
As of December 31, 2005, the impact that our contractual obligations are expected to have on our liquidity and cash flow in future periods is
as follows:

(in millions) Total 2006 2007 2008 2009 2010 2011+
Long-term debt $ 3,470 $ 706 $ 8 $ 274 $§ 35 $ 36 $ 2,411
Operating lease obligations 569 138 120 98 75 58 80
Purchase obligations @ 1,021 204 200 173 98 105 241
Total @@ $5,060 $1,048 $ 328 $ 545 $ 208 $ 199 $2,732

(1) Represents maturities of the Company’s long-term debt obligations as shown on the Consolidated Statement of Financial Position. See Note 9, “ Short-Term
Borrowings and Long-Term Debt.”

(2) Purchase obligations include agreements related to supplies, production and administrative services, as well as marketing and advertising, that are enforceable
and legally binding on the Company and that specify all significant terms, including: fixed or minimum quantities to be purchased; fixed, minimum or variable price
provisions; and the approximate timing of the transaction. Purchase obligations exclude agreements that are cancelable without penalty. The terms of these
agreements cover the next two to sixteen years.

(3) Funding requirements for the Company’s major defined benefit retirement plans and other postretirement benefit plans have not been determined, therefore,
they have not been included. In 2005, the Company made contributions to its major defined benefit retirement plans and other postretirement benefit plans of
$185 million ($25 million relating to its U.S. defined benefit plans) and $240 million ($236 million relating to its U.S. other postretirement benefits plan),
respectively. The Company expects to contribute approximately $22 million and $259 million, respectively, to its U.S. defined benefit plans and other
postretirement benefit plans in 2006.

(4) Because their future cash outflows are uncertain, the other long-term liabilities presented in Note 10: Other Long-Term Liabilities are excluded from this table.

Off-Balance Sheet Arrangements

The Company guarantees debt and other obligations of certain customers to ensure that financing is obtained to facilitate sales of products, equipment
and services. At December 31, 2005, these guarantees totaled a maximum of $204 million, with outstanding guaranteed amounts of $134 million.
The guarantees for the other unconsolidated affiliates and third party debt mature between 2006 and 2011. The customer financing agreements and
related guarantees typically have a term of 90 days for product and short-term equipment financing arrangements, and up to five years for long-term
equipment financing arrangements. These guarantees would require payment from Kodak only in the event of default on payment by the respective
debtor. In some cases, particularly for guarantees related to equipment financing, the Company has collateral or recourse provisions to recover and
sell the equipment to reduce any losses that might be incurred in connection with the guarantees.

Management believes the likelihood is remote that material payments will be required under any of the guarantees disclosed above. With respect to
the guarantees that the Company issued in the year ended December 31, 2005, the Company assessed the fair value of its obligation to stand ready to
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perform under these guarantees by considering the likelihood of occurrence of the specified triggering events or conditions requiring performance as
well as other assumptions and factors. The Company has determined that the fair value of the guarantees was not material to the Company’s financial
position, results of operations or cash flows.

The Company also guarantees debt owed to banks for some of its consolidated subsidiaries. The maximum amount guaranteed is $740 million,

and the outstanding debt under those guarantees, which is recorded within the short-term borrowings and long-term debt, net of current portion
components in the accompanying Consolidated Statement of Financial Position, is $109 million. These guarantees expire in 2006 through 2012. As
of the closing of the $2.7 billion Secured Credit Facilities on October 18, 2005, a $160 million KPG credit facility was closed. Debt outstanding under
the KPG credit facility of $57 million was repaid and the guarantees of $160 million were terminated. Pursuant to the terms of the Company’s Senior
Secured Credit Agreement dated October 18, 2005, obligations under the Secured Credit Facilities and other obligations of the Company and its
subsidiaries to the Secured Credit Facilities lenders are guaranteed. This accounts for the majority of the increase in the Company’s guarantees to
banks for its consolidated subsidiaries.

The Company issues indemnifications in certain instances when it sells businesses and real estate, and in the ordinary course of business with its
customers, suppliers, service providers and business partners. Further, the Company indemnifies its directors and officers who are, or were, serving
at Kodak’s request in such capacities. Historically, costs incurred to settle claims related to these indemnifications have not been material to the
Company’s financial position, results of operations or cash flows. Additionally, the fair value of the indemnifications that the Company issued during
the year ended December 31, 2005 was not material to the Company’s financial position, results of operations or cash flows.

2004

The Company’s cash and cash equivalents increased $5 million, from $1,250 million at December 31, 2003 to $1,255 million at December 31, 2004.
The increase resulted primarily from $1,168 million of net cash provided by operating activities. This was offset by $1,066 million of net cash used in
financing activities, and $120 million of net cash used in investing activities.

The net cash provided by operating activities of $1,168 million was mainly attributable to the Company’s net earnings for the year ended

December 31, 2004, as adjusted for the earnings from discontinued operations, equity in earnings from unconsolidated affiliates, depreciation,
purchased research and development, restructuring costs, asset impairments and other non-cash charges, a benefit from deferred taxes, and a gain
on sales of businesses/assets. This source of cash was partially offset by $481 million of restructuring payments and an increase in receivables of
$43 million. The increase in receivables is primarily attributable to increased sales of digital products. The net cash used in investing activities from
continuing operations of $828 million was utilized primarily for capital expenditures of $460 million and business acquisitions of $369 million. The
net cash used in financing activities of $1,066 million was the result of net reduction of debt of $928 million as well as dividend payments for the year
ended December 31, 2004.

The Company has a dividend policy whereby it makes semi-annual payments which, when declared, will be paid on the Company’s 10th business

day each July and December to shareholders of record on the close of the first business day of the preceding month. On May 12, 2004, the Board of
Directors declared a dividend of $.25 per share payable to shareholders of record at the close of business on June 1, 2004. This dividend was paid
on July 15, 2004. On October 19, 2004, the Board of Directors declared a dividend of $.25 per share payable to shareholders of record at the close of
business on November 1, 2004. This dividend was paid on December 14, 2004.

Capital additions were $460 million in the year ended December 31, 2004, with the majority of the spending supporting new products, manufacturing
productivity and quality improvements, infrastructure improvements, and ongoing environmental and safety initiatives.

During the year ended December 31, 2004, the Company expended $481 million against the related restructuring reserves, primarily for the payment
of severance benefits. Employees whose positions were eliminated could elect to receive their severance benefits over a period not to exceed two
years following their date of termination.

2003

The Company’s cash and cash equivalents increased $681 million during 2003 to $1,250 million at December 31, 2003. The increase resulted
primarily from $1,645 million of cash flows from operating activities and $270 million of cash provided by financing activities, partially offset by
$1,267 million of cash flows used in investing activities.

The net cash provided by operating activities of $1,645 million for the year ended December 31, 2003 was partially attributable to net earnings of
$253 million which, when adjusted for earnings from discontinued operations, equity in losses from unconsolidated affiliates, gain on sale of assets,
depreciation and goodwill amortization, purchased research and development, benefit for deferred income taxes and restructuring costs, asset
impairments and other charges, provided $1,233 million of operating cash. Also contributing to net cash provided by operating activities were a
decrease in inventories of $118 million, an increase in liabilities excluding borrowings of $103 million, the cash receipt of $19 million in connection with
the Sterling Winthrop settlement, a decrease in accounts receivable of $15 million, and the $98 million impact from the change in other items, net.
The net cash used in investing activities of $1,267 million was utilized primarily for business acquisitions of $697 million, of which $59 million



related to the purchase of minority interests in China and India, capital expenditures of $497 million, and investments in unconsolidated affiliates of
$89 million. These uses of cash were partially offset by net proceeds from the sale of assets of $24 million. The net cash provided by financing
activities of $270 million was primarily the result of the net increase in borrowings of $588 million and the exercise of employee stock options of
$12 million, which were partially offset by dividend payments of $330 million.

The Company has a dividend policy whereby it makes semi-annual payments which, when declared, will be paid on the Company’s 10th business day
each July and December to shareholders of record on the close of the first business day of the preceding month. On April 15, 2003, the Company’s
Board of Directors declared a semi-annual cash dividend of $.90 per share on the outstanding common stock of the Company. This dividend was
paid on July 16, 2003 to shareholders of record at the close of business on June 2, 2003. On September 24, 2003, the Company’s Board of Directors
approved the reduction of the amount of the annual dividend to $.50 per share. On that same date, the Company’s Board of Directors declared a
semi-annual cash dividend of $.25 per share on the outstanding common stock of the Company. This dividend was paid on December 12, 2003 to the
shareholders of record as of the close of business on November 3, 2003.

Capital additions were $497 million in 2003, with the majority of the spending supporting new products, manufacturing productivity and quality
improvements, infrastructure improvements, and ongoing environmental and safety initiatives.

During 2003, the Company expended $250 million against the related restructuring reserves, primarily for the payment of severance benefits.
Employees whose positions were eliminated could elect to receive their severance payments over a period not to exceed two years following their date
of termination.

Other
Refer to Note 11, “Commitments and Contingencies” of the Notes to Financial Statements for discussion regarding the Company’s undiscounted
liabilities for environmental remediation costs relative to December 31, 2005.

New Accounting Pronouncements

FASB Staff Position No. 143-1

In June 2005, the Financial Accounting Standards Board (FASB) issued Staff Position No. 143-1, “Accounting for Electronic Equipment Waste
Obligations” (FSP 143-1). FSP 143-1 addresses the accounting for obligations associated with Directive 2002/96/EC on Waste Electrical and
Electronic Equipment (the “Directive”) adopted by the European Union, and requires application of the provisions of SFAS No. 143 and FIN 47 as those
standards relate to the Directive. This FSP is effective the later of the first reporting period ending after June 8, 2005, or the date of adoption of the
Directive by the individual EU-member countries. There have been no material impacts on the Company’s consolidated financial statements resulting
from the adoption of this FSP in those countries for which the Directive has been adopted, and there are no material impacts expected in the future
from the adoption of the Directive in the remaining EU-member countries.

FASB Interpretation No. 47

In March 2005, the FASB issued FASB Interpretation No. 47, “Accounting for Conditional Asset Retirement Obligations” (FIN 47). FIN 47 clarifies that
the term “conditional asset retirement obligation” as used in FASB No. 143, “Accounting for Asset Retirement Obligations,” refers to a legal
obligation to perform an asset retirement activity in which the timing and/or method of settlement are conditional on a future event that may or may
not be within the control of the Company. In addition, FIN 47 clarifies when a company would have sufficient information to reasonably estimate the
fair value of an asset retirement obligation.

The Company adopted FIN 47 during the fourth quarter of 2005. FIN 47 requires that conditional asset retirement obligations, legal obligations to
perform an asset retirement activity in which the timing and/(or) method of settlement are conditional on a future event, be reported, along with
associated capitalized asset retirement costs, at their fair values. Upon initial application, FIN 47 requires recognition of (1) a liability, adjusted for
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cumulative accretion from the date the obligation was incurred until the date of adoption of FIN 47, for existing asset retirement obligations; (2) an
asset retirement cost capitalized as an increase to the carrying amount of the associated long-lived asset; and (3) accumulated depreciation on the
capitalized asset retirement cost. Accordingly, the Company has recognized the following amounts in its Statement of Financial Position at
December 31, 2005 and Statement of Operations for the year ended December 31, 2005:

(dollar amounts in millions)

Additions to property, plant and equipment, gross $ 33
Additions to accumulated depreciation $ (33)
Additions to property, plant and equipment, net $§ —
Asset retirement obligations $ 66
Cumulative effect of change in accounting principle, gross $ 66
Cumulative effect of change in accounting principle, net of tax $ 57

The adoption of FIN 47 reduced 2005 net earnings by $57 million, or $.20 per share.

The Company’s conditional asset retirement obligations primarily relate to asbestos contained in buildings that Kodak owns. Environmental regulations
exist in many of the countries that Kodak operates in that require Kodak to handle and dispose of asbestos in a special manner if a building undergoes
major renovations or is demolished. Otherwise, Kodak is not required to remove the ashestos from its buildings. Kodak records a liability equal to

the estimated fair value of its obligation to perform asset retirement activities related to the ashestos, computed using an expected present value
technique, when sufficient information exists to calculate the fair value. Kodak does not have a liability recorded related to each building that contains
ashestos because Kodak cannot estimate the fair value of its obligation for certain buildings due to a lack of sufficient information about the range of
time over which the obligation may be settled through demolition, renovation or sale of the building.

The Company has determined the pro forma (loss) earnings from continuing operations, net (loss) earnings, and corresponding per share information
as if the provisions of FIN 47 had been adopted prior to January 1, 2003. The pro forma information is as follows:

(in millions, except per share data) 2005 2004 2003
(Loss) earnings from continuing operations
As reported $(1,455) $ 8 $ 189
Pro forma $(1,462) $ 76 $ 185

(Loss) earnings from continuing operations, per basic and diluted share

As reported $ (5.05) $ .28 $ .66

Pro forma $ (5.08) $ .26 $ 65
Net (loss) earnings

As reported $(1,362) $ 556 $ 253

Pro forma $(1,312) $ 551 $ 249
Net (loss) earnings, per basic and diluted share

As reported $ (473 $ 1.94 $ .88

Pro forma $ (4.56) $ 1.92 $ .87
Number of shares used in earnings per share

Basic 287.9 286.6 286.5

Diluted 287.9 286.8 290.8

The liability for asset retirement obligations as of the dates noted below would have been as follows if FIN 47 had been implemented prior to
January 1, 2003:

(dollar amounts in millions)

December 31, 2004 $ 71
December 31, 2003 $ 65




A reconciliation of the beginning and ending aggregate carrying amount of all asset retirement obligations (including those recorded under SFAS
No. 143, FSP 143-1, and FIN 47) for the year ended December 31, 2005 follows:

(dollar amounts in millions)

Asset retirement obligations as of January 1 $ 7
Liabilities incurred in the current period (including the adoption of FIN 47) 66
Accretion expense 2
Asset retirement obligations as of December 31 $ 75

Reconciliations for the years ended December 31, 2004 and December 31, 2003 are not shown due to immateriality.

FASB Statement No. 123R

In December 2004, the FASB issued Statement No. 123R, “Share-Based Payment,” a revision to SFAS No. 123, “Accounting for Stock-Based
Compensation.” SFAS No. 123R eliminates the alternative to record compensation expense using the intrinsic value method of accounting under
Accounting Principles Board Opinion No. 25 (APB No. 25) that was provided in SFAS No. 123 as originally issued.

Under Opinion 25, issuing stock options to employees generally resulted in the recognition of no compensation cost if the options were granted with an
exercise price equal to their fair value at the date of grant. SFAS No. 123R requires companies to measure and record the cost of employee services
received in exchange for an award of equity instruments based on the fair value of the award at the date of grant (with limited exceptions). That cost
will be recognized over the period during which an employee is required to provide service in exchange for the award (usually the vesting period). No
compensation cost is recognized for equity instruments for which employees do not render the requisite service.

In April 2005, the Securities and Exchange Commission voted to change the effective date of SFAS No. 123R to fiscal years starting after

June 15, 2005; however, early application is encouraged. The Company adopted the modified version of the prospective application of SFAS

No. 123R as of January 1, 2005 under which the Company is required to recognize compensation expense, over the applicable vesting period, based
on the fair value of (1) any unvested awards subject to SFAS No. 123R existing as of January 1, 2005, and (2) any new awards granted subsequent to
the adoption date. Refer to the “Stock-Based Compensation” section under Note 1, “Significant Accounting Policies” for the effect of adoption on the
Company’s consolidated financial statements.

FASB Statement No. 151

In December 2004, the FASB issued SFAS No. 151, “Inventory Costs” that amends the guidance in Accounting Research Bulletin No. 43, Chapter 4,
“Inventory Pricing,” (ARB No. 43) to clarify the accounting for abnormal idle facility expense, freight, handling costs and wasted material (Spoilage).
In addition, this Statement requires that an allocation of fixed production overhead to the costs of conversion be based on the normal capacity

of the production facilities. SFAS No. 151 is effective for inventory costs incurred for fiscal years beginning after June 15, 2005 (year ending
December 31, 2006 for the Company). The Company does not expect the implementation of SFAS No. 151 to have a material impact on its
financial statements.

FASB Staff Position No. 109-2

In December 2004, FASB issued FSP No. 109-2, “Accounting and Disclosure Guidance for the Foreign Earnings Repatriation Provision within the
American Jobs Creation Act of 2004 (the “Act”).” The Act was signed into law in October of 2004. The Act creates a temporary incentive for U.S.
multinationals to repatriate foreign subsidiary earnings by providing an 85% dividends received deduction for certain dividends from controlled foreign
corporations. The deduction is subject to a number of limitations and requirements, including adoption of a specific domestic reinvestment plan for
the repatriated earnings. Accordingly, the FSP provides guidance on accounting for income taxes that relate to the accounting treatment for
unremitted earnings in a foreign investment (a consolidated subsidiary or corporate joint venture that is essentially permanent in nature). Further, the
FSP permits a company time beyond the financial reporting period of enactment to evaluate the effect of the Act on its plan for reinvestment or
repatriation of foreign earnings for purposes of applying FASB Statement No. 109, “Accounting for Income Taxes.” Accordingly, an enterprise that has
not yet completed its evaluation of the repatriation provision for purposes of applying Statement 109 is required to disclose certain information, for
each period for which financial statements covering periods affected by the Act are presented. Subsequently, the total effect on income tax expense
(or benefit) for amounts that have been recognized under the repatriation provision must be provided in a company’s financial statements for the
period in which it completes its evaluation of the repatriation provision. The provisions of FSP 109-2 were effective in the fourth quarter of 2004.
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In 2005, the Company completed its evaluation of the repatriation provision, and repatriated approximately $580 million of gross qualifying dividends
subject to the 85% dividends received deduction. Accordingly, the Company recorded a corresponding tax provision of approximately $29 million in
2005 with respect to such dividends. See Note 15, “Income Taxes,” for further disclosure.

CAUTIONARY STATEMENT PURSUANT TO SAFE HARBOR PROVISIONS OF
THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995

Certain statements in this report may be forward-looking in nature, or “forward-looking statements” as defined in the United States Private Securities
Litigation Reform Act of 1995. For example, references to expectations for the Company’s earnings, revenue, revenue growth, cash, seasonality of
sales, liquidity, pension costs and cost savings are forward-looking statements.

Actual results may differ from those expressed or implied in forward-looking statements. In addition, any forward-looking statements represent the
Company’s estimates only as of the date they are made, and should not be relied upon as representing the Company’s estimates as of any subsequent
date. While the Company may elect to update forward-looking statements at some point in the future, the Company specifically disclaims any
obligation to do so, even if its estimates change. The forward-looking statements contained in this report are subject to a number of factors and
uncertainties, including the successful: execution of the digital growth and profitability strategies, business model and cash plan; implementation of
a changed segment structure; implementation of the cost reduction program, including asset rationalization and monetization, reduction in selling,
general and administrative costs and personnel reductions; transition of certain financial processes and administrative functions to a global shared
services model and the outsourcing of certain functions to third parties; implementation of, and performance under, the debt management program,
including compliance with our debt covenants; implementation of product strategies (including category expansion, digitization, organic light emitting
diode (OLED) displays and digital products) and go-to-market strategies; protection and enforcement of our intellectual property; implementation of
intellectual property licensing and other strategies; development and implementation of e-commerce strategies; completion of information systems
upgrades, including SAP, our enterprise system software; completion of various portfolio actions; reduction of inventories; integration of newly
acquired businesses; improvement in manufacturing productivity and techniques; improvement in receivables performance; improvement in

supply chain efficiency and management of third-party sourcing relationships; implementation of the strategies designed to address the decline in the
Company’s traditional businesses; and performance of the Company’s business in emerging markets like China, India, Brazil, Mexico and Russia.

The forward-looking statements contained in this report are subject to the following additional risk factors: inherent unpredictability of currency
fluctuations and raw material costs; competitive actions, including pricing; changes in the Company’s debt credit ratings and its ability to access
capital markets; the nature and pace of technology evolution, including the traditional-to-digital transformation; continuing customer consolidation
and buying power; current and future proposed changes to accounting rules and tax laws, as well as other factors which could adversely impact

the Company'’s effective tax rate in the future; general economic, business, geo-political, regulatory and public health conditions; market growth
predictions; continued effectiveness of internal controls; and other factors and uncertainties disclosed from time to time in the Company’s filings with
the Securities and Exchange Commission.

Any forward-looking statements in this report should be evaluated in light of these important factors and uncertainties.

SUMMARY OF OPERATING DATA
A summary of operating data for 2005 and for the four years prior is shown on page 130.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT
MARKET RISK

The Company, as a result of its global operating and financing activities, is exposed to changes in foreign currency exchange rates, commodity prices,

and interest rates, which may adversely affect its results of operations and financial position. In seeking to minimize the risks associated with such

activities, the Company may enter into derivative contracts.

Foreign currency forward contracts are used to hedge existing foreign currency denominated assets and liabilities, especially those of the Company’s
International Treasury Center, as well as forecasted foreign currency denominated intercompany sales. Silver forward contracts are used to mitigate
the Company’s risk to fluctuating silver prices. The Company’s exposure to changes in interest rates results from its investing and borrowing activities
used to meet its liquidity needs. Long-term debt is generally used to finance long-term investments, while short-term debt is used to meet working
capital requirements. The Company does not utilize financial instruments for trading or other speculative purposes.

Using a sensitivity analysis based on estimated fair value of open forward contracts using available forward rates, if the U.S. dollar had been 10%
weaker at December 31, 2005 and 2004, the fair value of open forward contracts would have decreased $29 million and $62 million, respectively.
Such gains or losses would be substantially offset by losses or gains from the revaluation or settlement of the underlying positions hedged.



Using a sensitivity analysis based on estimated fair value of open forward contracts using available forward prices, if available forward silver prices
had been 10% lower at December 31, 2005 and 2004, the fair value of open forward contracts would have decreased $3 million and $1 million,
respectively. Such losses in fair value, if realized, would be offset by lower costs of manufacturing silver-containing products.

The Company is exposed to interest rate risk primarily through its borrowing activities and, to a lesser extent, through investments in marketable
securities. The Company may utilize borrowings to fund its working capital and investment needs. The majority of short-term and long-term
borrowings are in fixed-rate instruments. There is inherent roll-over risk for borrowings and marketable securities as they mature and are renewed at
current market rates. The extent of this risk is not predictable because of the variability of future interest rates and business financing requirements.

Using a sensitivity analysis based on estimated fair value of short-term and long-term borrowings, if available market interest rates had been 10%
(about 63 basis points) higher at December 31, 2005, the fair value of short-term and long-term borrowings would have decreased $2 million and
$67 million, respectively. Using a sensitivity analysis based on estimated fair value of short-term and long-term borrowings, if available market
interest rates had been 10% (about 40 basis points) higher at December 31, 2004, the fair value of short-term and long-term borrowings would have
decreased $1 million and $59 million, respectively.

The Company’s financial instrument counterparties are high-quality investment or commercial banks with significant experience with such
instruments. The Company manages exposure to counterparty credit risk by requiring specific minimum credit standards and diversification of
counterparties. The Company has procedures to monitor the credit exposure amounts. The maximum credit exposure at December 31, 2005 was not
significant to the Company.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Report of Independent Registered Public Accounting Firm
To the Board of Directors and Shareholders of Eastman Kodak Company:

We have completed integrated audits of Eastman Kodak Company’s 2005 and 2004 consolidated financial statements and of its internal control over
financial reporting as of December 31, 2005, and an audit of its 2003 consolidated financial statements in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Our opinions, based on our audits, are presented below.

Consolidated financial statements and financial statement schedule

In our opinion, the consolidated financial statements listed in the index appearing under Item 15(a)(1) present fairly, in all material respects, the
financial position of Eastman Kodak Company and its subsidiaries at December 31, 2005 and 2004, and the results of their operations and their cash
flows for each of the three years in the period ended December 31, 2005 in conformity with accounting principles generally accepted in the United
States of America. In addition, in our opinion, the financial statement schedule listed in the index appearing under ltem 15(a)(2) presents fairly, in all
material respects, the information set forth therein when read in conjunction with the related consolidated financial statements. These financial
statements and financial statement schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements and financial statement schedule based on our audits. We conducted our audits of these statements in accordance with
the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit of financial statements 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.

As discussed in Note 1 to the consolidated financial statements, the Company changed its method of accounting for share-based payments on
January 1, 2005. As discussed in Note 1 to the consolidated financial statements, the Company changed its method of accounting for asset
retirement obligations as of December 31, 2005.

Internal control over financial reporting

Also, we have audited management’s assessment, included in Management’s Report on Internal Control Over Financial Reporting appearing under
Item 9A, that Eastman Kodak Company did not maintain effective internal control over financial reporting as of December 31, 2005, because of

the effect of the Company not maintaining effective controls over the accounting for income taxes, based on criteria established in Internal Control

- Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COS0). The Company’s management

is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control over
financial reporting. Our responsibility is to express opinions on management’s assessment and on the effectiveness of the Company’s internal control
over financial reporting based on our audit.

We conducted our audit of internal control over financial reporting in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal
control over financial reporting was maintained in all material respects. An audit of internal control over financial reporting includes obtaining an
understanding of internal control over financial reporting, evaluating management’s assessment, testing and evaluating the design and operating
effectiveness of internal control, and performing such other procedures as we consider necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s
internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detalil,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts
and expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and (iii)
provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that
could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the
degree of compliance with the policies or procedures may deteriorate.



A material weakness is a control deficiency, or combination of control deficiencies, that results in more than a remote likelihood that a material
misstatement of the annual or interim financial statements will not be prevented or detected. The following material weakness has been identified and
included in management’s assessment as of December 31, 2005.

As of December 31, 2005, management has concluded that the controls surrounding the completeness and accuracy of the Company’s deferred
income tax valuation allowance account were ineffective. Specifically, certain incorrect assumptions were made with respect to certain deferred
income tax valuation allowance computations that were not detected in the related review and approval process. This control deficiency resulted in
audit adjustments to the 2005 consolidated financial statements. In addition, this control deficiency could result in a misstatement of the deferred
income tax valuation allowance account and the related provision for income taxes that would result in a material misstatement to annual or interim
financial statements that would not be prevented or detected.

This control deficiency was considered in determining the nature, timing, and extent of audit tests applied in our audit of the 2005 consolidated
financial statements, and our opinion regarding the effectiveness of the Company’s internal control over financial reporting does not affect our opinion
on those consolidated financial statements.

As described in Management’s Report on Internal Control Over Financial Reporting, management has excluded Kodak Polychrome Graphics and Creo
Inc. from its assessment of internal control over financial reporting as of December 31, 2005 because they were acquired by the Company in purchase
business combinations during 2005. We have also excluded Kodak Polychrome Graphics and Creo Inc. from our audit of internal control over financial
reporting. Kodak Polychrome Graphics and Creo Inc. are wholly owned subsidiaries of the Company that represent 9% and 8%, respectively, of the
consolidated total assets and 9% and 3%, respectively, of consolidated revenue as of and for the year ended December 31, 2005.

In our opinion, management’s assessment that Eastman Kodak Company did not maintain effective internal control over financial reporting as of
December 31, 2005, is fairly stated, in all material respects, based on criteria established in Internal Control - Integrated Framework issued by the
C0SO0. Also, in our opinion, because of the effect of the material weakness described above on the achievement of the objectives of the control
criteria, Eastman Kodak Company has not maintained effective internal control over financial reporting as of December 31, 2005, based on criteria
established in Internal Control - Integrated Framework issued by the COSO.

PricewaterhouseCoopers LLP
Rochester, New York
March 1, 2006
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For the Year Ended December 31,

(in millions, except per share data) 2005 2004 2003
Net sales $14,268 $13,517 $12,909
Cost of goods sold 10,617 9,582 8,751

Gross profit 3,651 3,935 4,158
Selling, general and administrative expenses 2,668 2,491 2,617
Research and development costs 892 836 760
Restructuring costs and other 690 695 479
(Loss) earnings from continuing operations before interest,

other income (charges), net and income taxes (599) (87) 302
Interest expense 211 168 147
Other income (charges), net 44 161 (51)
(Loss) earnings from continuing operations before income taxes (766) (94) 104
Provision (benefit) for income taxes 689 (175) (85)
(Loss) earnings from continuing operations $ (1,455) $ 81 $ 189
Earnings from discontinued operations, net of income taxes $ 150 $ 475 $ 64
Loss from cumulative effect of accounting change, net of income taxes $ (57 $§ — $§ —
Net (Loss) Earnings $ (1,362) $ 556 $ 253
Basic and diluted net (loss) earnings per share:

Continuing operations $ (5.05) $§ .28 $ .66

Discontinued operations 52 1.66 .22

Cumulative effect of accounting change (.20) — —

Total $ (473) $ 1.94 $ .88
Cash dividends per share $ .50 $ 50 $ 115

The accompanying notes are an integral part of these consolidated financial statements.



B Eastman Kodak Company

Consolidated Statement of Financial Position

At December 31,

(in millions, except share and per share data) 2005 2004

Assets

Current Assets
Cash and cash equivalents $ 1,665 $ 1,255
Receivables, net 2,760 2,544
Inventories, net 1,140 1,158
Deferred income taxes 100 556
Other current assets 116 105
Assets of discontinued operations — 30

Total current assets 5,781 5,648
Property, plant and equipment, net 3,778 4,512
Goodwill 2,141 1,446
Other long-term assets 3,221 3,131

Total Assets $ 14,921 $14,737

Liabilities and Shareholders’ Equity

Current Liabilities
Accounts payable and other current liabilities $ 4187 $ 3,896
Short-term borrowings 819 469
Accrued income taxes 483 625

Total current liabilities 5,489 4,990
Long-term debt, net of current portion 2,764 1,852
Pension and other postretirement liabilities 3,476 3,338
Other long-term liabilities 1,225 737

Total liabilities 12,954 10,917

Commitments and Contingencies (Note 11)
Shareholders’ Equity
Common stock, $2.50 par value, 950,000,000 shares authorized;

391,292,760 shares issued in 2005 and 2004;

287,223,323 and 286,696,938 shares outstanding in 2005 and 2004 978 978
Additional paid in capital 873 859
Retained earnings 6,402 7922
Accumulated other comprehensive l0ss (467) (90)
Unvested stock (6) (5)

7,780 9,664
Treasury stock, at cost

104,069,437 shares in 2005 and 104,595,822 shares in 2004 5,813 5,844
Total shareholders’ equity 1,967 3,820
Total Liabilties and Shareholders’ Equity $14,921 $14,737

The accompanying notes are an integral part of these consolidated financial statements.
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Accumulated
Additional Other
Common  PaidIn Retained Comprehensive Unvested Treasury
(in millions, except share and per share data) Stock*  Capital Earnings (Loss) Income  Stock Stock  Total
Shareholders’ Equity December 31, 2002 $ 978 $ 849 $7,611 $ @)y $  — $(5890) $2,777
Net earnings — — 253 — — — 253
Other comprehensive income (10ss): _
Unrealized gains on available-for-sale
securities ($18 million pre-tax) — — — 1 — — 11
Unrealized losses arising from
hedging activity ($42 million pre-tax) — — — (25) — — (25)
Reclassification adjustment for hedging
related gains included in net earnings
($29 million pre-tax) — — — 19 — — 19
Currency translation adjustments — — — 406 — — 406
Minimum pension liability adjustment
($167 million pre-tax) — — — 122 — — 122
Other comprehensive income — — — 533 — — 533
Comprehensive income 786
Cash dividends declared ($1.15 per common share) — — (330) — — — (330)
Treasury stock issued for stock option
exercises (337,940 shares) — — (10) — — 21 1
Unvested stock issuances (309,552 shares) — — 9) — 8) 17 —
Tax reductions — employee plans — 1 — — — — 1
Shareholders’ Equity December 31, 2003 $ 978 $ 850 $7515 $ (238) $ (8) $(5852) $3,245




B Eastman Kodak Company

Consolidated Statement of Shareholders’' Equity continued

Accumulated

Additional Other
Common  Paid In Retained Comprehensive Unvested Treasury
(in millions, except share and per share data) Stock*  Capital Earnings (Loss) Income  Stock Stock  Total
Shareholders’ Equity December 31, 2003 $ 978 $ 850 $7515 $ (238) $ (8) $(5852) $3,245
Net earnings — — 556 — — — 556
Other comprehensive income (10ss): -
Unrealized losses on available-for-sale
securities ($18 million pre-tax) — — — 1) — — Mm)
Unrealized gains arising from
hedging activity (8 million pre-tax) — — — 5 — — 5
Reclassification adjustment for hedging
related gains included in net earnings
($11 million pre-tax) — — — 8 — — 8
Currency translation adjustments — — — 228 — — 228
Minimum pension liability adjustment
($126 million pre-tax) — — — (82) — — (82)
Other comprehensive income — — — 148 — — 148
Comprehensive income 704
Cash dividends declared
($.50 per common share) — — (143) — — — (143)
Treasury stock issued for stock option
exercises (105,323 shares) — — (5) — — 7 2
Unvested stock issuances (10,944 shares) — — 1) — 3 1 3
Reclassification of stock-based compensation
awards under SFAS No. 123R adoption ** — 9 — — — — 9
Shareholders’ Equity December 31, 2004 $ 978 $ 859 $7922 $§  (90) $ (5) $(5,844) $3,820
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Accumulated
Additional Other
Common  PaidIn Retained Comprehensive Unvested Treasury
(in millions, except share and per share data) Stock* Capital Earnings (Loss) Income Stock Stock  Total
Shareholders’ Equity December 31, 2004 $ 978 $ 859 $7.922 $ (90) $ (5) $(5844) $3,820
Net loss — — (1,362) — — —  (1,362)
Other comprehensive income (10ss): -
Unrealized losses on available-for-sale
securities ($9 million pre-tax) — — — (8) — — (8)
Unrealized gains arising from
hedging activity ($21 million pre-tax) — — — 21 — — 21
Reclassification adjustment for hedging
related gains included in net earnings
($15 million pre-tax) — — — (15) — — (15)
Currency translation adjustments — — — (219) — — (219)
Minimum pension liability adjustment
($223 million pre-tax) — — — (156) — — (156)
Other comprehensive income — — — (377) — — (377)
Comprehensive income (1,739)
Cash dividends declared ($.50 per common
share) — — (144) — — — (144)
Recognition of equity-based compensation
expense — 14 — — — — 14
Treasury stock issued for stock option
exercises (357,345 shares) — — (10) — — 22 12
Unvested stock issuances (169,040 shares) — — 4) — U] 9 4
Shareholders’ Equity December 31, 2005 $ 978 $ 873 $6,402 $ (467) $ (6) $(5813) $1,967

* There are 100 million shares of $10 par value preferred stock authorized, none of which have been issued.

** The amount presented as reclassification of stock-based compensation awards under SFAS No. 123R adoption represents the amount reclassified from liabilities to
Additional Paid In Capital upon the adoption of SFAS No. 123R on January 1, 2005. The reclassification was made for comparative purposes.

The accompanying notes are an integral part of these consolidated financial statements.
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For the Year Ended December 31,

(in millions) 2005 2004 2003
Cash flows from operating activities:
Net (loss) earnings $ (1,362) $ 556 $ 253
Adjustments to reconcile to net cash provided by operating activities:
Earnings from discontinued operations, net of income taxes (150) (475) (64)
Loss from cumulative effect of accounting change, net of income taxes 57 — —
Equity in (earnings) losses from unconsolidated affiliates (12) (20) 52
Depreciation and amortization 1,402 1,030 864
Gain on sales of businesses/assets (78) (13) (1)
Purchased research and development 54 16 32
Non-cash restructuring costs, asset impairments and other charges 195 130 156
Provision (benefit) for deferred income taxes 476 (37) (49)
Decrease (increase) in receivables 228 (43) 15
Decrease in inventories 274 83 118
(Decrease) increase in liabilities excluding borrowings (118) (283) 103
Other items, net 214 202 98
Total adjustments 2,542 590 1,314
Net cash provided by continuing operations 1,180 1,146 1,567
Net cash provided by discontinued operations 28 22 78
Net cash provided by operating activities 1,208 1,168 1,645
Cash flows from investing activities:
Additions to properties (472) (460) (497)
Net proceeds from sales of businesses/assets 130 24 24
Acquisitions, net of cash acquired (984) (369) (697)
Distributions from (investments in) unconsolidated affiliates 34 (31) (89)
Marketable securities — sales 182 124 86
Marketable securities — purchases (194) (116) (87)
Net cash used in continuing operations (1,304) (828) (1,260)
Net cash provided by (used in) discontinued operations — 708 )]
Net cash used in investing activities (1,304) (120) (1,267)
Cash flows from financing activities:
Net decrease in borrowings with maturities of 90 days or less (126) (308) (574)
Proceeds from other borrowings 2,520 147 1,693
Debt issuance costs (57) — —
Repayment of other borrowings (1,672) (767) (531)
Dividends to shareholders (144) (143) (330)
Exercise of employee stock options 12 5 12
Net cash provided by (used in) financing activities 533 (1,066) 270
Effect of exchange rate changes on cash (27) 23 33
Net increase in cash and cash equivalents 410 5 681
Cash and cash equivalents, beginning of year 1,255 1,250 569
Cash and cash equivalents, end of year $ 1,665 $ 1,255 $ 1,250
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Supplemental Cash Flow Information (in millions) 2005 2004 2003
Cash paid for interest and income taxes was:
Interest, net of portion capitalized of $3, $2 and $2 § 172 $ 169 $ 137
Income taxes 110 72 66
The following non-cash transactions are not reflected in the Consolidated Statement
of Cash Flows:
Minimum pension liability adjustment $ 156 § 82 $§ 122
Liabilities assumed in acquisitions 681 123 109
Issuance of unvested stock, net of forfeitures 5 — 13
Debt assumed for acquisition 395 — —
Increase in other non-current receivables through increase in deferred royalty
revenue from licensee 3N — —

During the years ended December 31, 2005, 2004 and 2003, the Company completed several acquisitions. Information regarding the fair value of

assets acquired and liabilities assumed is presented in Note 21, “Acquisitions.”

The accompanying notes are an integral part of these consolidated financial statements.




EASTMAN KODAK COMPANY
NOTES TO FINANCIAL STATEMENTS

NOTE 1: SIGNIFICANT ACCOUNTING POLICIES

Company Operations

Eastman Kodak Company (the Company or Kodak) is engaged primarily in developing, manufacturing, and marketing digital and traditional imaging
products, services and solutions to consumers, businesses, the graphic communications market, the entertainment industry, professionals, healthcare
providers and other customers. The Company’s products are manufactured in a number of countries in North and South America, Europe and Asia.
The Company’s products are marketed and sold in many countries throughout the world.

Basis of Consolidation

The consolidated financial statements include the accounts of Kodak and its majority owned subsidiary companies. Intercompany transactions are
eliminated and net earnings are reduced by the portion of the net earnings of subsidiaries applicable to minority interests. The equity method of
accounting is used for joint ventures and investments in associated companies over which Kodak has significant influence, but does not have effective
control. Significant influence is generally deemed to exist when the Company has an ownership interest in the voting stock of the investee of between
20% and 50%, although other factors, such as representation on the investee’s Board of Directors, voting rights and the impact of commercial
arrangements, are considered in determining whether the equity method of accounting is appropriate. Income and losses of investments accounted
for using the equity method are reported in other income (charges), net, in the accompanying Consolidated Statement of Operations. See

Note 7, “Investments,” and Note 14, “Other Income (Charges), Net.”

The cost method of accounting is used for investments in equity securities that do not have a readily determined market value and when the
Company does not have the ability to exercise significant influence. These investments are carried at cost and are adjusted only for
other-than-temporary declines in fair value. The carrying value of these investments is reported in other long-term assets in the accompanying
Consolidated Statement of Financial Position.

Certain amounts for prior periods have been reclassified to conform to the current period classification.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at year end, and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Change in Estimate

During 2005, the Company revised the useful lives of production machinery and equipment from 3-20 years to 3-5 years and manufacturing-related
buildings from 10-40 years to 5-20 years. These revisions primarily reflect the faster-than-expected decline in the Company’s traditional film and
paper business. As a result, the Company recognized increased depreciation expense for the year ended December 31, 2005 of $139 million

($137 million after tax, $.48 per diluted share). Note that this after-tax amount, as presented above, reflects a full valuation allowance against any
amounts in the U.S., as described more fully in Note 15, “Income Taxes.”

Foreign Currency

For most subsidiaries and branches outside the U.S., the local currency is the functional currency. In accordance with the Statement of Financial
Accounting Standards (SFAS) No. 52, “Foreign Currency Translation,” the financial statements of these subsidiaries and branches are translated

into U.S. dollars as follows: assets and liabilities at year-end exchange rates; income, expenses and cash flows at average exchange rates; and
shareholders’ equity at historical exchange rates. For those subsidiaries for which the local currency is the functional currency, the resulting translation
adjustment is recorded as a component of accumulated other comprehensive (loss) income in the accompanying Consolidated Statement of Financial
Position. Translation adjustments are not tax-effected since they relate to investments, which are permanent in nature.

For certain other subsidiaries and branches, operations are conducted primarily in U.S. dollars, which is therefore the functional currency. Monetary
assets and liabilities of these foreign subsidiaries and branches are remeasured at year-end exchange rates, while the related revenue, expense, and
gain and loss accounts are remeasured at average exchange rates. Non-monetary assets and liabilities, and the related revenue, expense, and gain
and loss accounts, are remeasured at historical rates. Adjustments that result from the remeasurement of the assets and liabilities of these
subsidiaries are included in net (loss) earnings in the accompanying Consolidated Statement of Operations.
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Foreign exchange gains and losses arising from transactions denominated in a currency other than the functional currency of the entity involved

are included in net (loss) earnings in the accompanying Consolidated Statement of Operations. The effects of foreign currency transactions,

including related hedging activities, were losses of $31 million, $10 million, and $10 million in the years 2005, 2004, and 2003, respectively, and are
included in other income (charges), net, in the accompanying Consolidated Statement of Operations. Refer to the “Derivative Financial Instruments”
section of Note 1, “Significant Accounting Policies,” for a description of how hedging activities are reflected in the Company’s Consolidated Statement
of Operations.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist principally of cash and cash equivalents,
receivables, foreign currency forward contracts and commodity forward contracts. The Company places its cash and cash equivalents with
high-quality financial institutions and limits the amount of credit exposure to any one institution. With respect to receivables, such receivables arise
from sales to numerous customers in a variety of industries, markets, and geographies around the world. Receivables arising from these sales are
generally not collateralized. The Company performs ongoing credit evaluations of its customers’ financial conditions and no single customer accounts
for greater than 10% of the sales of the Company. The Company maintains reserves for potential credit losses and such losses, in the aggregate,
have not exceeded management’s expectations. With respect to the foreign currency forward contracts and commodity forward contracts, the
counterparties to these contracts are major financial institutions. The Company has not experienced non-performance by any of its counterparties.

Cash Equivalents
All highly liquid investments with a remaining maturity of three months or less at date of purchase are considered to be cash equivalents.

Marketable Securities and Noncurrent Investments

The Company classifies its investment securities as either held-to-maturity, available-for-sale or trading. The Company’s debt and equity investment
securities are classified as held-to-maturity and available-for-sale, respectively. Held-to-maturity investments are carried at amortized cost and
available-for-sale securities are carried at fair value, with the unrealized gains and losses reported in shareholders’ equity under the caption
accumulated other comprehensive (loss) income. The Company records losses that are other than temporary to net (loss) earnings.

At December 31, 2005 and 2004, the Company had short-term investments classified as held-to-maturity of $15 million and $3 million, respectively.
These investments were included in other current assets in the accompanying Consolidated Statement of Financial Position. In addition, at
December 31, 2005 and 2004, the Company had available-for-sale equity securities of $13 million and $25 million, respectively, included in other
long-term assets in the accompanying Consolidated Statement of Financial Position.

Inventories

Inventories are stated at the lower of cost or market. The cost of most inventories in the U.S. is determined by the “last-in, first-out” (LIFO) method.
The cost of all of the Company’s remaining inventories in and outside the U.S. is determined by the “first-in, first-out” (FIFO) or average cost method,
which approximates current cost. The Company provides inventory reserves for excess, obsolete or slow-moving inventory based on changes in
customer demand, technology developments or other economic factors.

On January 1, 2006, the Company elected to change its method of costing its U.S. inventories to the FIFO method, whereas in all prior years most of
Kodak's inventory in the U.S. was costed using the LIFO method. The new method of accounting for inventory in the U.S. was adopted because the
FIFO method will provide for a better matching of revenue and expenses given the rapid technological change in the Company’s products. The FIFO
method will also better reflect the cost of inventory on the Company’s Statement of Financial Position. Prior periods will be restated in future financial
statements for comparative purposes in order to reflect the impact of this change in methodology from LIFO to FIFO.

Properties

Properties are recorded at cost, net of accumulated depreciation. The Company principally calculates depreciation expense using the straight-line
method over the assets’ estimated useful lives, which are as follows:

Years
Buildings and building equipment 5-40
Land improvements 10-20
Leasehold improvements 3-10
Equipment 3-5
Tooling 1-3
Furniture and fixtures 3-15




Maintenance and repairs are charged to expense as incurred. Upon sale or other disposition, the applicable amounts of asset cost and accumulated
depreciation are removed from the accounts and the net amount, less proceeds from disposal, is charged or credited to net (loss) earnings.

Goodwiill

Goodwill represents the excess of purchase price over the fair value of net assets acquired. The Company applies the provisions of SFAS No. 142,
“Goodwill and Other Intangible Assets.” In accordance with SFAS No. 142, goodwill is not amortized, but is required to be assessed for impairment at
least annually. The Company has elected to make September 30 the annual impairment assessment date for all of its reporting units, and will perform
additional impairment tests when events or changes in circumstances occur that would more likely than not reduce the fair value of the reporting unit
below its carrying amount. SFAS No. 142 defines a reporting unit as an operating segment or one level below an operating segment. The Company
estimates the fair value of its reporting units through internal analyses and external valuations, which utilize income and market approaches through
the application of discounted cash flow and market comparable methods. The assessment is required to be performed in two steps, step one to test
for a potential impairment of goodwill and, if potential losses are identified, step two to measure the impairment loss. The Company completed step
one in its fourth quarter and determined that there were no such impairments. Accordingly, the performance of step two was not required. Due to
the realignment of the Kodak operating model and change in reporting structure, as described in Note 23, “Segment Information” and effective
January 1, 2006, the Company reassessed its goodwill for impairment during the first quarter of 2006, and determined that no reporting units’
carrying values exceeded their respective estimated fair values based on the realigned reporting structure and, therefore, there is no impairment.

Revenue

The Company’s revenue transactions include sales of the following: products; equipment; software; services; equipment bundled with products
and/or services; and integrated solutions. The Company recognizes revenue when realized or realizable and earned, which is when the following
criteria are met: persuasive evidence of an arrangement exists; delivery has occurred; the sales price is fixed or determinable; and collectibility is
reasonably assured. At the time revenue is recognized, the Company provides for the estimated costs of customer incentive programs, warranties and
estimated returns and reduces revenue accordingly.

For product sales, the recognition criteria are generally met when title and risk of loss have transferred from the Company to the buyer, which may
be upon shipment or upon delivery to the customer site, based on contract terms or legal requirements in foreign jurisdictions. Service revenues are
recognized as such services are rendered.

For equipment sales, the recognition criteria are generally met when the equipment is delivered and installed at the customer site. Revenue is
recognized for equipment upon delivery as opposed to upon installation when there is objective and reliable evidence of fair value for the

installation, and the amount of revenue allocable to the equipment is not legally contingent upon the completion of the installation. In instances in
which the agreement with the customer contains a customer acceptance clause, revenue is deferred until customer acceptance is obtained, provided
the customer acceptance clause is considered to be substantive. For certain agreements, the Company does not consider these customer acceptance
clauses to be substantive because the Company can and does replicate the customer acceptance test environment and performs the agreed upon
product testing prior to shipment. In these instances, revenue is recognized upon installation of the equipment.

Revenue for the sale of software licenses is recognized when: (1) the Company enters into a legally binding arrangement with a customer for the
license of software; (2) the Company delivers the software; (3) customer payment is deemed fixed or determinable and free of contingencies or
significant uncertainties; and (4) collection from the customer is probable. If the Company determines that collection of a fee is not reasonably
assured, the fee is deferred and revenue is recognized at the time collection becomes reasonably assured, which is generally upon receipt of payment.
Software maintenance and support revenue is recognized ratably over the term of the related maintenance period.

The Company’s transactions may involve the sale of equipment, software, and related services under multiple element arrangements. The Company
allocates revenue to the various elements based on their fair value. Revenue allocated to an individual element is recognized when all other revenue
recognition criteria are met for that element.

Revenue from the sale of integrated solutions, which includes transactions that require significant production, modification or customization of
software, is recognized in accordance with contract accounting. Under contract accounting, revenue is recognized by utilizing either the
percentage-of-completion or completed-contract method. The Company currently utilizes the completed-contract method for all solution sales, as
sufficient history does not currently exist to allow the Company to accurately estimate total costs to complete these transactions. Revenue from other
long-term contracts, primarily government contracts, is generally recognized using the percentage-of-completion method.

At the time revenue is recognized, the Company also records reductions to revenue for customer incentive programs in accordance with the provisions
of Emerging Issues Task Force (EITF) Issue No. 01-09, “Accounting for Consideration Given from a Vendor to a Customer (Including a Reseller of the
Vendor’s Products).” Such incentive programs include cash and volume discounts, price protection, promotional, cooperative and other advertising
allowances, and coupons. For those incentives that require the estimation of sales volumes or redemption rates, such as for volume rebates or
coupons, the Company uses historical experience and internal and customer data to estimate the sales incentive at the time revenue is recognized.
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In instances where the Company provides slotting fees or similar arrangements, this incentive is recognized as a reduction in revenue when payment
is made to the customer (or at the time the Company has incurred the obligation, if earlier) unless the Company receives a benefit over a period of
time, in which case the incentive is recorded as an asset and is amortized as a reduction of revenue over the term of the arrangement. Arrangements
in which the Company receives an identifiable benefit include arrangements that have enforceable exclusivity provisions and those that provide a
clawback provision entitling the Company to a pro rata reimbursement if the customer does not fulfill its obligations under the contract.

The Company may offer customer financing to assist customers in their acquisition of Kodak’s products. At the time a financing transaction is
consummated, which qualifies as a sales-type lease, the Company records equipment revenue equal to the total lease receivable net of unearned
income. Unearned income is recognized as finance income using the effective interest method over the term of the lease. Leases not qualifying as
sales-type leases are accounted for as operating leases. The Company recognizes revenue from operating leases on an accrual basis as the rental
payments become due.

The Company’s sales of tangible products are the only class of revenues that exceeds 10% of total consolidated net sales. All other sales classes are
individually less than 10%, and therefore, have been combined with the sales of tangible products on the same line in accordance with Regulation S-X.

Incremental direct costs (i.e. costs that vary with and are directly related to the acquisition of a contract which would not have been incurred but for
the acquisition of the contract) of a customer contract in a transaction that results in the deferral of revenue are deferred and netted against revenue
in proportion to the related revenue recognized in each period if: (1) an enforceable contract for the remaining deliverable items exists; and (2) delivery
of the remaining items in the arrangement is expected to generate positive margins allowing realization of the deferred costs. Otherwise, these costs
are expensed as incurred and included in cost of goods sold in the accompanying Consolidated Statement of Operations.

Research and Development Costs

Research and development (R&D) costs, which include costs in connection with new product development, fundamental and exploratory research,
process improvement, product use technology and product accreditation, are charged to operations in the period in which they are incurred. In
connection with a business combination, the purchase price allocated to research and development projects that have not yet reached technological
feasibility and for which no alternative future use exists is charged to operations in the period of acquisition. R&D costs were $892 million,

$836 million and $760 million in 2005, 2004 and 2003, respectively.

Advertising
Advertising costs are expensed as incurred and included in selling, general and administrative expenses in the accompanying Consolidated Statement
of Operations. Advertising expenses amounted to $490 million, $513 million and $596 million in 2005, 2004 and 2003, respectively.

Shipping and Handling Costs
Amounts charged to customers and costs incurred by the Company related to shipping and handling are included in net sales and cost of goods sold,
respectively, in accordance with EITF Issue No. 00-10, “Accounting for Shipping and Handling Fees and Costs.”

Impairment of Long-Lived Assets

The Company applies the provisions of SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets.” Under the guidance of SFAS
No. 144, the Company reviews the carrying value of its long-lived assets, other than goodwill and purchased intangible assets with indefinite useful
lives, for impairment whenever events or changes in circumstances indicate that the carrying value may not be recoverable. The Company assesses
the recoverability of the carrying value of long-lived assets by first grouping its long-lived assets with other assets and liabilities at the lowest level for
which identifiable cash flows are largely independent of the cash flows of other assets and liabilities (the asset group) and, secondly, by estimating the
undiscounted future cash flows that are directly associated with and that are expected to arise from the use of and eventual disposition of such asset
group. The Company estimates the undiscounted cash flows over the remaining useful life of the primary asset within the asset group. If the carrying
value of the asset group exceeds the estimated undiscounted cash flows, the Company records an impairment charge to the extent the carrying value
of the long-lived asset exceeds its fair value. The Company determines fair value through quoted market prices in active markets or, if quoted market
prices are unavailable, through the performance of internal analyses of discounted cash flows or external appraisals.

In connection with its assessment of recoverability of its long-lived assets and its ongoing strategic review of the business and its operations, the
Company continually reviews the remaining useful lives of its long-lived assets. If this review indicates that the remaining useful life of the long-lived
asset has been reduced, the Company adjusts the depreciation on that asset to facilitate full cost recovery over its revised estimated remaining
useful life.

Derivative Financial Instruments

The Company accounts for derivative financial instruments in accordance with SFAS No. 133, “Accounting for Derivative Instruments and Hedging
Activities.” All derivative instruments are recognized as either assets or liabilities and are measured at fair value. Certain derivatives are designated
and accounted for as hedges. The Company does not use derivatives for trading or other speculative purposes.



The Company uses cash flow hedges to manage foreign currency exchange risk and commodity price risk related to forecasted transactions. The
Company also uses foreign currency forward contracts to offset currency-related changes in foreign currency denominated assets and liabilities; these
foreign currency forward contracts are not designated as accounting hedges and all changes in fair value are recognized in net (loss) earnings in the
period of change.

The fair values of foreign currency forward contracts designated as cash flow hedges of forecasted foreign currency denominated intercompany sales
are reported in other current assets and/or current liabilities, and the effective portion of the gain or loss on the derivatives is recorded in accumulated
other comprehensive (loss) income. When the related inventory is sold to third parties, the hedge gains or losses as of the date of the intercompany
sale are transferred from accumulated other comprehensive (l0ss) income to cost of goods sold.

The fair values of silver forward contracts designated as hedges of forecasted worldwide silver purchases are reported in other current assets and/or
current liabilities, and the effective portion of the gain or loss on the derivative is recorded in accumulated other comprehensive (loss) income. When
the related silver-containing products are sold to third parties, the hedge gains or losses as of the date of the purchase of raw silver are transferred
from accumulated other comprehensive (loss) income to cost of goods sold.

Environmental Expenditures

Environmental expenditures that relate to current operations are expensed or capitalized, as appropriate. Expenditures that relate to an existing
condition caused by past operations and that do not provide future benefits are expensed as incurred. Costs that are capital in nature and that provide
future benefits are capitalized. Liabilities are recorded when environmental assessments are made or the requirement for remedial efforts is probable,
and the costs can be reasonably estimated. The timing of accruing for these remediation liabilities is generally no later than the completion of
feasibility studies.

The Company has an ongoing monitoring and identification process to assess how the activities, with respect to the known exposures, are progressing
against the accrued cost estimates, as well as to identify other potential remediation sites that are presently unknown.

Income Taxes

The Company accounts for income taxes in accordance with SFAS No. 109, “Accounting for Income Taxes.” The asset and liability approach
underlying SFAS No. 109 requires the recognition of deferred tax liabilities and assets for the expected future tax consequences of temporary
differences between the carrying amounts and tax basis of the Company’s assets and liabilities. Management provides valuation allowances against
the net deferred tax asset for amounts that are not considered more likely than not to be realized.

The valuation allowance as of December 31, 2005 of $1,406 million is attributable to $177 million of net foreign deferred tax assets, including certain
net operating loss and capital loss carryforwards and $1,229 million of U.S. net deferred tax assets, including current year losses and credits, which
the Company is unable to realize.

Earnings Per Share

The Company currently has approximately $575 million in contingent convertible notes (the Convertible Securities) outstanding that were issued in
October 2003. Interest on the Convertible Securities accrues at a rate of 3.375% and is payable semi-annually. The Convertible Securities are
convertible at an initial conversion rate of 32.2373 shares of the Company’s common stock for each $1,000 principal of the Convertible
Securities. The Company’s diluted net earnings per share include the effect of the Convertible Securities, which had no material impact on the
Company’s reported diluted earnings per share for any period presented.
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Basic earnings-per-share computations are based on the weighted-average number of shares of common stock outstanding during the year. Diluted
earnings-per-share calculations reflect the assumed exercise and conversion of employee stock options that have an exercise price that is below the
average market price of the common shares for the respective periods as well as shares related to the assumed conversion of the Convertible
Securities, if dilutive. The reconciliation between the numerator and denominator of the basic and diluted earnings-per-share computations is
presented as follows:

2005 2004 2003

Numerator:
(Loss) earnings from continuing operations used in

basic net (loss) earnings per share $ (1,455) $ 81 $ 189
Effect of dilutive securities:
Interest expense on the Convertible Securities, net of taxes — — 3
(Loss ) earnings from continuing operations used in

diluted net (loss) earnings per share $ (1,455) $§ 81 $ 192
Denominator:
Number of common shares used in basic net earnings per share 2879 286.6 286.5
Effect of dilutive securities:

Employee stock options — 0.2 0.1

Convertible Securities — — 4.2
Number of common shares used in diluted net earnings per share 287.9 286.8 290.8

Options to purchase 31.2 million, 32.5 million and 35.9 million shares of common stock at weighted-average per share prices of $52.03, $52.47 and
$51.63 for the years ended December 31, 2005, 2004 and 2003, respectively, were outstanding during the years presented but were not included in
the computation of diluted earnings per share because the effect would be anti-dilutive, meaning that the options’ exercise price was greater than the
average market price of the common shares for the respective periods.

Stock-Based Information

On January 1, 2005, the Company early adopted the stock option expensing rules of Statement of Financial Accounting Standards (SFAS) No. 123R,
“Share-Based Payment,” as interpreted by Financial Accounting Standards Board (FASB) Staff Positions No. 123R-1, 123R-2, 123R-3, and 123R-4,
using the fair value recognition provisions of SFAS No. 123, “Accounting for Stock-Based Compensation.” The adoption of SFAS No. 123R resulted
in the recognition of expense that increased the 2005 loss from continuing operations before income tax, and net loss, by $16 million. The related
impact on basic and diluted earnings per share for the year ended December 31, 2005 was a reduction of $.06. The impact on the Company’s cash
flow was not material.

Upon the adoption of SFAS No. 123R in January 2005, stock-based compensation costs are included in the costs capitalized in inventory at period
end. Under the pro forma disclosures previously provided under SFAS No. 123, the Company was not assuming the capitalization of such costs.

For all awards issued after adoption of SFAS No. 123R, the Company changed from the nominal vesting approach to the non-substantive vesting
approach for purposes of accounting for retirement eligible participants. The impact of applying the nominal vesting approach vs. the non-substantive
approach upon adoption of SFAS No. 123R in 2005 was immaterial. The Company has a policy of issuing shares of treasury stock to satisfy share
option exercises. The Company does not expect to repurchase stock during 2006, based on an estimate of option exercises.

The Company previously accounted for its employee stock incentive plans under Accounting Principles Board (APB) Opinion No. 25, “Accounting for
Stock Issued to Employees,” and the related interpretations under FASB Interpretation No. 44, “Accounting for Certain Transactions Involving Stock
Compensation.” Accordingly, no stock-based employee compensation cost was reflected in net earnings for the years ended December 31, 2004, and
2003, as all options granted had an exercise price equal to the market value of the underlying common stock on the date of grant.



The Company has determined the pro forma net earnings and net earnings per share information as if the fair value method of SFAS No. 123,
“Accounting for Stock-Based Compensation,” had been applied to its stock-based employee compensation in 2004 and 2003. The pro forma
information is as follows:

Year Ended December 31,

(in millions, except per share data) 2004 2003
Net earnings, as reported $ 556 $ 253
Deduct: Total stock-based employee compensation expense determined under
fair value method for all awards, net of related tax effects (12) (17
Pro forma net earnings $ 544 $ 236
Earnings per share:
Basic — as reported $ 194 $ .88
Basic — pro forma $ 190 $ .83
Diluted — as reported $ 194 $ .88
Diluted — pro forma $ 190 $ 83

The fair value of each option award is estimated on the date of grant using the Black-Scholes option valuation model that uses the assumptions noted
in the following table. Expected volatilities are based on historical volatility of the Company’s stock, management’s estimate of implied volatility of
the Company’s stock, and other factors. The expected term of options granted is derived from the vesting period of the award, as well as historical
exercise behavior, and represents the period of time that options granted are expected to be outstanding. The risk-free rate is calculated using the
U.S. Treasury yield curve, and is based on the expected term of the option. The Company uses historical data to estimate forfeitures.

The Black-Scholes option pricing model was used with the following weighted-average assumptions for options issued in each year:

2005 2004 2003
Weighted-average risk-free interest rate 3.9% 3.1% 3.6%
Risk-free interest rates 3.6% —4.5% 2.5% - 3.8% 3.5% - 3.8%
Weighted-average expected option lives 5 years 4 years 7 years
Expected option lives 3 -7 years
Weighted-average volatility 35% 37% 35%
Expected volatilities 31% - 36% 36% - 40% 34% - 35%
Weighted-average expected dividend yield 1.8% 1.6% 3.9%
Expected dividend yields 1.5%-1.9% 1.6% - 1.8% 1.8% - 5.8%

The weighted-average fair value per option granted in 2005, 2004 and 2003 was $7.70, $8.77 and $7.70, respectively.

For purposes of pro forma disclosures, the estimated fair value of the options is amortized to compensation expense over the options’ vesting period
(1-3 years).

Comprehensive Income

SFAS No. 130, “Reporting Comprehensive Income,” establishes standards for the reporting and display of comprehensive income and its components
in financial statements. SFAS No. 130 requires that all items required to be recognized under accounting standards as components of comprehensive
income be reported in a financial statement with the same prominence as other financial statements. Comprehensive income consists of net (10ss)
earnings, the net unrealized gains or losses on available-for-sale marketable securities, foreign currency translation adjustments, minimum pension
liability adjustments, and unrealized gains and losses on financial instruments qualifying for cash flow hedge accounting, and is presented in the
accompanying Consolidated Statement of Shareholders’ Equity in accordance with SFAS No. 130.

Segment Reporting
The Company reports net sales from continuing operations, earnings (losses) from continuing operations before interest, other income (charges), net
and income taxes, earnings (losses) from continuing operations and certain expense, asset and geographical information about its reportable

79



80

segments. Reportable segments are components of the Company for which separate financial information is available that is evaluated regularly by
the chief operating decision maker in deciding how to allocate resources and in assessing performance. In September 2005, the Company announced
an organizational realignment that will change the current reportable segment structure. See Note 23, “Segment Information,” for a discussion of

this change.

Recently Issued Accounting Standards

FASB Staff Position No. 143-1

In June 2005, the Financial Accounting Standards Board (FASB) issued Staff Position No. 143-1, “Accounting for Electronic Equipment Waste
Obligations” (FSP 143-1). FSP 143-1 addresses the accounting for obligations associated with Directive 2002/96/EC on Waste Electrical and
Electronic Equipment (the “Directive”) adopted by the European Union, and requires application of the provisions of SFAS No. 143 and FIN 47 as those
standards relate to the Directive. This FSP is effective the later of the first reporting period ending after June 8, 2005, or the date of adoption of the
Directive by the individual EU-member countries. There have been no material impacts on the Company’s consolidated financial statements resulting
from the adoption of this FSP in those countries for which the Directive has been adopted, and there are no material impacts expected in the future
from the adoption of the Directive in the remaining EU-member countries.

FASB Interpretation No. 47

In March 2005, the FASB issued FASB Interpretation No. 47, “Accounting for Conditional Asset Retirement Obligations” (FIN 47). FIN 47 clarifies
that the term “conditional asset retirement obligation” as used in FASB No. 143, “Accounting for Asset Retirement Obligations,” refers to a legal
obligation to perform an asset retirement activity in which the timing and/or method of settlement are conditional on a future event that may or may
not be within the control of the Company. In addition, FIN 47 clarifies when a company would have sufficient information to reasonably estimate the
fair value of an asset retirement obligation.

The Company adopted FIN 47 during the fourth quarter of 2005. FIN 47 requires that conditional asset retirement obligations, legal obligations to
perform an asset retirement activity in which the timing and/(or) method of settlement are conditional on a future event, be reported, along with
associated capitalized asset retirement costs, at their fair values. Upon initial application, FIN 47 requires recognition of (1) a liability, adjusted for
cumulative accretion from the date the obligation was incurred until the date of adoption of FIN 47, for existing asset retirement obligations; (2) an
asset retirement cost capitalized as an increase to the carrying amount of the associated long-lived asset; and (3) accumulated depreciation on the
capitalized asset retirement cost. Accordingly, the Company has recognized the following amounts in its Statement of Financial Position at
December 31, 2005 and Statement of Operations for the year ended December 31, 2005:

(dollar amounts in millions)

Additions to property, plant and equipment, gross $§ 33
Additions to accumulated depreciation $ (33
Additions to property, plant and equipment, net § —
Asset retirement obligations $ 66
Cumulative effect of change in accounting principle, gross $ 66
Cumulative effect of change in accounting principle, net of tax $ 57

The adoption of FIN 47 reduced 2005 net earnings by $57 million, or $.20 per share.

The Company’s conditional asset retirement obligations primarily relate to asbestos contained in buildings that Kodak owns. Environmental regulations
exist in many of the countries that Kodak operates in that require Kodak to handle and dispose of ashestos in a special manner if a building undergoes
major renovations or is demolished. Otherwise, Kodak is not required to remove the asbestos from its buildings. Kodak records a liability equal to

the estimated fair value of its obligation to perform asset retirement activities related to the ashestos, computed using an expected present value
technique, when sufficient information exists to calculate the fair value. Kodak does not have a liability recorded related to each building that contains
asbestos because Kodak cannot estimate the fair value of its obligation for certain buildings due to a lack of sufficient information about the range of
time over which the obligation may be settled through demolition, renovation or sale of the building.



The Company has determined the pro forma (loss) earnings from continuing operations, net (loss) earnings, and corresponding per share information
as if the provisions of FIN 47 had been adopted prior to January 1, 2003. The pro forma information is as follows:

(in millions, except per share data) 2005 2004 2003
(Loss) earnings from continuing operations

As reported $ (1,455) $ 8 $ 189

Pro forma $ (1,462) $ 76 $ 185
(Loss) earnings from continuing operations, per basic and diluted share

As reported $ (5.05) $ .28 $ 66

Pro forma $ (5.08) $ .26 $ 65
Net (loss) earnings

As reported $(1,362) $ 556 $ 253

Pro forma $ (1,312) $ 551 $ 249
Net (loss) earnings, per basic and diluted share

As reported $ (473) $ 1.94 $ .88

Pro forma $ (4.56) $ 1.92 $ .87
Number of shares used in earnings per share

Basic 287.9 286.6 286.5

Diluted 2879 286.8 290.8

The liability for asset retirement obligations as of the dates noted below would have been as follows if FIN 47 had been implemented prior to
January 1, 2003:
(dollar amounts in millions)

December 31, 2004 $ 7
December 31, 2003 $ 65

A reconciliation of the beginning and ending aggregate carrying amount of all asset retirement obligations (including those recorded under SFAS
No. 143, FSP 143-1 and FIN 47) for the year ended December 31, 2005 follows:

(dollar amounts in millions)

Asset retirement obligations as of January 1 $ 7
Liabilities incurred in the current period (including the adoption of FIN 47) 66
Accretion expense 2
Asset retirement obligations as of December 31 $ 75

Reconciliations for the years ended December 31, 2004 and December 31, 2003 are not shown due to immateriality.

FASB Statement No. 123R

In December 2004, the FASB issued Statement No. 123R, “Share-Based Payment,” a revision to SFAS No. 123, “Accounting for Stock-Based
Compensation.” SFAS No. 123R eliminates the alternative to record compensation expense using the intrinsic value method of accounting under
Accounting Principles Board Opinion No. 25 (APB No. 25) that was provided in SFAS No. 123 as originally issued.

Under Opinion 25, issuing stock options to employees generally resulted in the recognition of no compensation cost if the options were granted with an
exercise price equal to their fair value at the date of grant. SFAS No. 123R requires companies to measure and record the cost of employee services
received in exchange for an award of equity instruments based on the fair value of the award at the date of grant (with limited exceptions). That cost
will be recognized over the period during which an employee is required to provide service in exchange for the award (usually the vesting period).

No compensation cost is recognized for equity instruments for which employees do not render the requisite service.
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In April 2005, the Securities and Exchange Commission voted to change the effective date of SFAS No. 123R to fiscal years starting after

June 15, 2005; however, early application is encouraged. The Company adopted the modified version of the prospective application of SFAS No. 123R
as of January 1, 2005 under which the Company is required to recognize compensation expense, over the applicable vesting period, based on the

fair value of (1) any unvested awards subject to SFAS No. 123R existing as of January 1, 2005, and (2) any new awards granted subsequent to the
adoption date. Refer to the “Stock-Based Compensation” section under Note 1 above for the effect of adoption on the Company’s consolidated
financial statements.

FASB Statement No. 151

In December 2004, the FASB issued SFAS No. 151, “Inventory Costs” that amends the guidance in Accounting Research Bulletin No. 43, Chapter 4,
“Inventory Pricing,” (ARB No. 43) to clarify the accounting for abnormal idle facility expense, freight, handling costs and wasted material (spoilage).
In addition, this Statement requires that an allocation of fixed production overhead to the costs of conversion be based on the normal capacity

of the production facilities. SFAS No. 151 is effective for inventory costs incurred for fiscal years beginning after June 15, 2005 (year ending
December 31, 2006 for the Company). The Company does not expect the implementation of SFAS No. 151 to have a material impact on its
financial statements.

FASB Staff Position No. 109-2

In December 2004, FASB issued FSP No. 109-2, “Accounting and Disclosure Guidance for the Foreign Earnings Repatriation Provision within the
American Jobs Creation Act of 2004 (the “Act”).” The Act was signed into law in October of 2004. The Act creates a temporary incentive for U.S.
multinationals to repatriate foreign subsidiary earnings by providing an 85% dividends received deduction for certain dividends from controlled foreign
corporations. The deduction is subject to a number of limitations and requirements, including adoption of a specific domestic reinvestment plan for
the repatriated earnings. Accordingly, the FSP provides guidance on accounting for income taxes that relate to the accounting treatment for
unremitted earnings in a foreign investment (a consolidated subsidiary or corporate joint venture that is essentially permanent in nature). Further,

the FSP permits a company time beyond the financial reporting period of enactment to evaluate the effect of the Act on its plan for reinvestment or
repatriation of foreign earnings for purposes of applying FASB Statement No. 109, “Accounting for Income Taxes.” Accordingly, an enterprise that has
not yet completed its evaluation of the repatriation provision for purposes of applying Statement 109 is required to disclose certain information, for
each period for which financial statements covering periods affected by the Act are presented. Subsequently, the total effect on income tax expense
(or benefit) for amounts that have been recognized under the repatriation provision must be provided in a company’s financial statements for the
period in which it completes its evaluation of the repatriation provision. The provisions of FSP 109-2 were effective in the fourth quarter of 2004.

In 2005, the Company completed its evaluation of the repatriation provision and repatriated approximately $580 million of gross qualifying dividends
subject to the 85% dividends received deduction. Accordingly, the Company recorded a corresponding tax provision of approximately $29 million in
2005 with respect to such dividends. See Note 15, “Income Taxes,” for further disclosure.

NOTE 2: RECEIVABLES, NET

(in millions) 2005 2004

Trade receivables $ 2,447 $ 2,137
Miscellaneous receivables 313 407
Total (net of allowances of $162 and $127 as of December 31, 2005 and 2004, respectively) $ 2,760 $ 2,544

Of the total trade receivable amounts of $2,447 million and $2,137 million as of December 31, 2005 and 2004, respectively, approximately $374
million and $492 million, respectively, are expected to be settled through customer deductions in lieu of cash payments. Such deductions represent
rebates owed to the customer and are included in accounts payable and other current liabilities in the accompanying Consolidated Statement of
Financial Position at each respective balance sheet date.



NOTE 3: INVENTORIES, NET

(in millions) 2005 2004
At FIFO or average cost (approximates current cost)
Finished goods $ 87 $ 822
Work in process 241 275
Raw materials 319 391
1,431 1,488
LIFO reserve (291) (330)
Total $ 1,140 $ 1,158

Inventories costed on the LIFO method are approximately 33% and 35% of total inventories in 2005 and 2004, respectively. During 2005 and 2004,
inventory usage resulted in liquidations of LIFO inventory quantities. In the aggregate, these inventories were carried at the lower costs prevailing in
prior years as compared with the cost of current purchases. The effect of these LIFO liquidations was to reduce cost of goods sold by $31 million and
$69 million in 2005 and 2004, respectively.

The Company reduces the carrying value of inventories to a lower of cost or market basis for those items that are potentially excess, obsolete or
slow-moving based on management’s analysis of inventory levels and future sales forecasts. The Company also reduces the carrying value of
inventories with net book value in excess of market value. Aggregate reductions in the carrying value with respect to inventories that were still on
hand at December 31, 2005 and 2004, and that were deemed to be excess, obsolete, slow-moving or that had a carrying value in excess of market,
were $148 million and $100 million, respectively.

On January 1, 2006, the Company elected to change its method of costing its U.S. inventories to the FIFO method, whereas in all prior years most of
Kodak's inventory in the U.S. was costed using the LIFO method. The new method of accounting for inventory in the U.S. was adopted because the
FIFO method will provide for a better matching of revenue and expenses given the rapid technological change in the Company’s products. The FIFO
method will also better reflect the cost of inventory on the Company’s Statement of Financial Position. Prior periods will be restated in future financial
statements for comparative purposes in order to reflect the impact of this change in methodology from LIFO to FIFO.

NOTE 4: PROPERTY, PLANT AND EQUIPMENT, NET

(in millions) 2005 2004
Land $ 127 $ 118
Buildings and building improvements 2,552 2,619
Machinery and equipment 8,481 9,722
Construction in progress 219 235
11,379 12,694
Accumulated depreciation (7,601) (8,182)
Net properties $ 3,778 $ 4,512

Depreciation expense was $1,281 million, $964 million and $839 million for the years 2005, 2004 and 2003, respectively, of which approximately
$391 million, $183 million and $70 million, respectively, represented accelerated depreciation in connection with restructuring actions.

During 2005, the Company revised the useful lives of certain property, plant and equipment. Refer to “Change In Estimate” section of Note 1 for
further information regarding the useful life change, and refer to the “Properties” section of Note 1 for information regarding the Company’s current
useful lives of its property, plant and equipment assets.
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NOTE S5: GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill was $2,141 million and $1,446 million at December 31, 2005 and 2004, respectively. The changes in the carrying amount of goodwill by
reportable segment for 2004 and 2005 were as follows:

(in millions) D&FIS Health Group Graphic Gommunications Group Consolidated Total
Balance at December 31, 2003 $ 732 $ 525 $ 92 $1,349
Goodwill related to acquisitions 13 — 17 30
Goodwill written off related to

disposals/divestitures (21) — — (21)
Finalization of purchase accounting 2 45 7 54
Currency translation adjustments 13 18 3 34
Balance at December 31, 2004 $ 739 $ 588 $ 119 $1,446
Goodwill related to acquisitions — 32 709 1
Finalization of purchase accounting — — 1 1
Currency translation adjustments (10) (31) (6) (47)
Balance at December 31, 2005 $ 729 $ 589 $ 823 $214

The aggregate amount of goodwill acquired during 2005 of $741 million was attributable to $462 for the purchase of Creo, $247 million for the
purchase of the remaining 50% of KPG previously owned by Sun Chemical Corporation, both in the Graphic Communications Group segment; and
$32 million for the purchase of OREX in the Health Group segment.

The gross carrying amount and accumulated amortization by major intangible asset category for 2005 and 2004 were as follows:

As of December 31, 2005

(in millions) Gross Carrying Amount Accumulated Amortization Net Weighted-Average Amortization Period
Technology-based $ 481 $ 155 $ 326 7 years
Customer-related 397 77 320 13 years
Other 205 51 154 8 years
Total $1,083 $ 283 $ 800 9 years

As of December 31, 2004

(in millions) Gross Carrying Amount Accumulated Amortization Net Weighted-Average Amortization Period
Technology-based $ 264 $ 106 $ 158 8 years
Customer-related 206 34 172 15 years
Other 168 20 148 13 years
Total $ 638 $ 160 § 478 11 years

The aggregate amount of intangible assets acquired during 2005 of $445 million was attributable to $77 million of customer-related intangible assets,
$45 million of technology-based intangible assets, and $21 million of miscellaneous other intangible assets for the purchase of KPG; $110 million of
customer-related intangible assets, $136 million of technology-based intangible assets, and $10 million of miscellaneous other intangible assets for
the purchase of Creo; $4 million of customer-related intangible assets and $9 million of technology-based intangible assets for the purchase of OREX;
$26 million of other technology-based intangible assets; and $7 million of manufacturing exclusivity intangible assets related to Lucky Film.



Amortization expense related to intangible assets was $125 million, $67 million and $28 million in 2005, 2004 and 2003, respectively.
Estimated future amortization expense related to purchased intangible assets at December 31, 2005 is as follows (in millions):

2006 $ 14
2007 131
2008 126
2009 114
2010 90
2011+ 198
Total $ 800

NOTE 6: OTHER LONG-TERM ASSETS

(in millions) 2005 2004
Prepaid pension costs $ 1,144 $1,203
Investments in unconsolidated affiliates 40 513
Deferred income taxes, net of valuation allowance 450 521
Intangible assets other than goodwill 800 478
Other non-current receivables 328 163
Miscellaneous other long-term assets 459 253
Total $ 3,221 $ 3131

The miscellaneous component above consists of other miscellaneous long-term assets that, individually, are less than 5% of the Company’s total
long-term assets, and therefore, have been aggregated in accordance with Regulation S-X.

NOTE 7: INVESTMENTS

Equity Method -

At December 31, 2005 and 2004, the Company’s significant equity method investees and the Company’s approximate ownership interest in each
investee were as follows:

2005 2004
SK Display Corporation 34% 34%
Matsushita-Ultra Technologies
Battery Corporation 30% 30%
Lucky Film Co. Ltd (Lucky Film) 13% 13%
KJ Imaging 34% 34%
J League Photo 25% 25%
Kodak Polychrome Graphics (KPG) N/A 50%
Express Stop Financing (ESF) N/A 50%

At December 31, 2005 and 2004, the carrying value of the Company’s equity investment in these significant unconsolidated affiliates was $26 million
and $488 million, respectively, and is reported within other long-term assets in the accompanying Consolidated Statement of Financial Position. The

Company records its equity in the income or losses of these investees and reports such amounts in other income (charges), net, in the accompanying
Consolidated Statement of Operations. See Note 14, “Other Income (Charges), Net.” Other than KPG, these investments do not meet the Regulation

S-X significance test requiring the inclusion of the separate investee financial statements.

Through April 1, 2005, the Company held a 50% interest in Kodak Polychrome Graphics (KPG). This joint venture between the Company and Sun
Chemical Corporation was accounted for using the equity method of accounting. Therefore, the acquisition of KPG in 2005 is the primary reason for
the year-over-year decrease in the carrying value of the Company’s equity investment in its unconsolidated affiliates. On April 1, 2005, the
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Company acquired Sun Chemical Corporation’s 50% interest in KPG, which resulted in KPG becoming a wholly owned and fully consolidated
subsidiary of the Company, operating within the Graphic Communications Group segment. See Note 21, “Acquisitions” for further discussion
regarding the KPG acquisition.

Summarized financial information for KPG for 2004 and 2003 is as follows:

Condensed Statement of Operations

(dollar amounts in millions) 2004 2003

Net sales $1,715 $1,598
Gross profit 563 511
Income from continuing operations 105 70
Net income 105 70

Condensed Balance Sheet

December 31,
(dollar amounts in millions) 2004 2003
Current assets $ 909 $ 794
Noncurrent assets 401 384
Current liabilities 458 403
Noncurrent liabilities 60 134

Full financial statements for the years ended December 31, 2004, 2003 and 2002 and as of December 31, 2004 and 2003 for KPG have been included
as an exhibit to this Form 10-K. In addition, unaudited information for the interim periods ended March 31, 2005 and 2004 has also been included as
an exhibit to this Form 10-K.

During the fourth quarter of 2005, the Company’s investment in Express Stop Financing (ESF), a joint venture partnership between the Company’s
Qualex subsidiary and a subsidiary of Dana Credit Corporation, was dissolved. During the first quarter of 2005, the Company received a distribution
from the joint venture liquidating its investment balance. There was no material impact on the Company’s financial position, results of operations or
cash flows from the dissolution of the ESF investment.

In January 2006, Kodak terminated the SK Display joint venture arrangement with Sanyo Electric Company pursuant to terms of the original
agreement. This termination will not have a material impact on the Company’s financial position, results of operations or cash flows. Kodak will
continue as exclusive licensing agent on behalf of Kodak and Sanyo for certain OLED intellectual property.

Kodak has no other material activities with its equity method investees.

Cost Method -

The Company also has certain investments with less than a 20% ownership interest in various private companies whereby the Company does not
have the ability to exercise significant influence. These investments are accounted for under the cost method. The remaining carrying value of the
Company’s investments accounted for under the cost method at December 31, 2005 and 2004 of $22 million and $19 million, respectively, is included
in other long-term assets in the accompanying Consolidated Statement of Financial Position.



NOTE 8: ACCOUNTS PAYABLE AND OTHER CURRENT LIABILITIES

(in millions) 2005 2004
Accounts payable, trade $ 996 $ 868
Accrued employment-related liabilities 950 872
Accrued advertising and promotional expenses 683 762
Deferred revenue 350 226
Accrued restructuring liabilities 309 355
Other 899 813
Total $4187 $3,896

The other component above consists of other miscellaneous current liabilities that, individually, are less than 5% of the total current liabilities
component within the Consolidated Statement of Financial Position, and therefore, have been aggregated in accordance with Regulation S-X.

NOTE 9: SHORT-TERM BORROWINGS AND LONG-TERM DEBT

SHORT-TERM BORROWINGS
The Company’s short-term borrowings at December 31, 2005 and 2004 were as follows:

(in millions) 2005 2004

Current portion of long-term debt $ 706 $ 400

Short-term bank borrowings 13 69
Total $ 819 $ 469

The weighted-average interest rates for short-term bank borrowings outstanding at December 31, 2005 and 2004 were 5.82% and
5.02%, respectively.

As of December 31, 2005, the Company and its subsidiaries, on a consolidated basis, maintained $1,132 million in committed bank lines of credit and
$773 million in uncommitted bank lines of credit to ensure continued access to short-term borrowing capacity.

The Company has other committed and uncommitted lines of credit at December 31, 2005 totaling $132 million and $773 million, respectively.

These lines primarily support borrowing needs of the Company’s subsidiaries, which include term loans, overdraft coverage, letters of credit and
revolving credit lines. Interest rates and other terms of borrowing under these lines of credit vary from country to country, depending on local market
conditions. Total outstanding borrowings against these other committed and uncommitted lines of credit at December 31, 2005 were $34 million and
$65 million, respectively. These outstanding borrowings are reflected in the short-term borrowings in the accompanying Consolidated Statement of
Financial Position at December 31, 2005.

Accounts Receivable Securitization Program

The Company’s $200 million Accounts Receivable Securitization Program was terminated on October 18, 2005 when the Company closed on
$2.7 hillion of Secured Credit Facilities under the new Secured Credit Agreement and associated Canadian Security Agreement.
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LONG-TERM DEBT, INCLUDING LINES OF CREDIT
Long-term debt and related maturities and interest rates were as follows at December 31, 2005 and 2004 (in millions):

2005 2004
Weighted-Average Weighted-Average

Country Type Maturity Interest Rate Amount Qutstanding Interest Rate Amount Qutstanding
U.S. Medium-term 2005 — — 2.84%* 100
u.S. Medium-term 2005 — — 7.25% 200
U.S. Medium-term 2006 6.38% 500 6.38% 500
u.S. Medium-term 2008 3.63% 250 3.63% 249
u.S. Term note 2012 6.63%* 920 — —
Canada Term note 2012 6.52%"* 280 — —
u.S. Termnotes  2006-2013 6.16% 83 — —
Netherlands  Term notes ~ 2006-2013 6.16% 331 — —
U.S. Term note 2013 7.25% 500 7.25% 500
U.S. Term note 2018 9.95% 3 9.95% 3
U.S. Term note 2021 9.20% 10 9.20% 10
U.S. Convertible 2033 3.38% 575 3.38% 575
China Bank loans 2005 — — 5.45% 88
u.S. Notes 2006-2010 5.80% 16 5.08% 20
Other 2 7

3,470 2,252
Current portion of long-term debt (706) (400)
Long-term debt, net of current portion $2,764 $1,852

*Represents debt with a variable interest rate.

Annual maturities (in millions) of long-term debt outstanding at December 31, 2005 are as follows: $706 in 2006, $8 in 2007, $274 in 2008, $35 in
2009, $36 in 2010 and $2,411 in 2011 and beyond.

Secured Credit Facilities

On October 18, 2005 the Company closed on $2.7 billion of Senior Secured Credit Facilities (Secured Credit Facilities) under a new Secured Credit
Agreement (Secured Credit Agreement) and associated Security Agreement and Canadian Security Agreement. The Secured Credit Facilities consist
of a $1.0 billion 5-Year Committed Revolving Credit Facility (5-Year Revolving Credit Facility) expiring October 18, 2010 and $1.7 billion of Term Loan
Facilities (Term Facilities) expiring October 18, 2012.

The 5-Year Revolving Credit Facility can be used by Eastman Kodak Company (U.S. Borrower) for general corporate purposes including the issuance
of letters of credit. Amounts available under the facility can be borrowed, repaid and re-borrowed throughout the term of the facility provided the
Company remains in compliance with covenants contained in the Secured Credit Agreement. At closing, there was no debt outstanding and
approximately $111 million of letters of credit issued under this facility.

Under the Term Facilities, $1.2 billion was borrowed at closing primarily to refinance debt originally issued under the Company’s previous

$1.225 hillion 5-Year Facility to finance the acquisition of Creo Inc. on June 15, 2005. The $1.2 billion consists of a $920 million 7-Year Term Loan

to the U.S. Borrower and a $280 million 7-Year Term Loan to Kodak Graphic Communications Canada Company (KGCCC or, the Canadian Borrower).
The remaining $500 million under the Term Facilities is committed by the Lenders and available to the U.S. Borrower, through June 15, 2006. For this
$500 million commitment, a 1.50% annual fee is paid on the unused amount to the Lenders. As of December 31, 2005, $920 million of the 7-Year
Term Loan to the U.S. Borrower and $280 million of the 7-Year Term Loan to the Canadian Borrower were outstanding. In connection with the Secured
Credit Facilities, the Company incurred approximately $57 million of debt issue costs. These costs have been recorded as an asset and are being
amortized over the term of the Secured Credit Facilities.



In addition to the $2.7 billion of Secured Credit Facilities, the Secured Credit Agreement allows for up to an additional $500 million for a new secured

credit loan based on terms and pricing available and agreed to at the time the new credit loan would be established. There are no fees for this feature.

Pursuant to the Secured Credit Agreement and associated Security Agreement, each subsidiary organized in the U.S. jointly and severally guarantees
the obligations under the Secured Credit Agreement and all other obligations of the Company and its subsidiaries to the Lenders. The guaranty is
supported by the pledge of certain U.S. assets of the U.S. Borrower and the Company’s U.S. subsidiaries including, but not limited to, receivables,
inventory, equipment, deposit accounts, investments, intellectual property, including patents, trademarks and copyrights, and the capital stock of
Material Subsidiaries. Excluded from pledged assets are real property, “Principal Properties” and equity interests in “Restricted Subsidiaries”, as
defined in the Company’s 1988 Indenture.

Material Subsidiaries are defined as those subsidiaries with revenues or assets constituting 5 percent or more of the consolidated revenues or assets
of the corresponding borrower. Material Subsidiaries will be determined on an annual basis under the Secured Credit Agreement.

Pursuant to the Secured Credit Agreement and associated Canadian Security Agreement, Eastman Kodak Company and Kodak Graphic
Communications Company (KGCC, formerly Creo Americas, Inc.), jointly and severally guarantee the obligations of the Canadian Borrower, to the
Lenders. Certain assets of the Canadian Borrower in Canada were also pledged in support of its obligations, including, but not limited to, receivables,
inventory, equipment, deposit accounts, investments, intellectual property, including patents, trademarks and copyrights, and the capital stock of the
Canadian Borrower’s Material Subsidiaries.

Interest rates for borrowings under the Secured Credit Agreement are dependent on the Company’s Long Term Senior Secured Credit Rating.

The Secured Credit Agreement contains various affirmative and negative covenants customary in a facility of this type, including two quarterly
financial covenants: (1) a consolidated earnings before interest, taxes, depreciation and amortization (EBITDA) to consolidated interest expense
(subject to adjustments to exclude interest expense not related to borrowed money) ratio, on a rolling four-quarter basis, of no less than 3 to 1, and
(2) a consolidated debt for borrowed money to consolidated EBITDA (subject to adjustments to exclude any extraordinary income or losses, as
defined by the Secured Credit Agreement, interest income and certain non-cash items of income and expense) ratio of not greater than: 4.751to0 1
as of December 31, 2005; 4.50 to 1 as of March 31, 2006; 4.25 to 1 as of June 30, 2006; 4.00 to 1 as of September 30, 2006; and 3.50 to 1

as of December 31, 2006 and thereafter. As of December 31, 2005, the Company was in compliance with all covenants under the Secured

Credit Agreement.

In addition, subject to various conditions and exceptions in the Secured Credit Agreement, in the event the Company sells assets for net proceeds
totaling $75 million or more in any year, except for proceeds used within 12 months for reinvestments in the business of up to $300 million, proceeds
from sales of assets used in the Company’s non-digital products and services businesses to prepay or repay debt or pay cash restructuring charges
within 12 months from the date of sale of the assets, or proceeds from the sale of inventory in the ordinary course of business, the amount in excess
of $75 million must be applied to prepay loans under the Secured Credit Agreement.

If unused, the 5-Year Revolving Credit Facility has a commitment fee of $5.0 million per year at the Company’s current credit rating of Ba3 and B+
from Moody’s Investor Services, Inc. (Moody’s) and Standard & Poor’s Rating Services (S&P), respectively.

At the closing of the Secured Credit Agreement, the Company terminated its previous $1.225 billion 5-Year Facility, a $160 million revolving credit
facility established by KPG, and the Company’s $200 million Accounts Receivable Securitization Program.

At December 31, 2005, the Company had outstanding letters of credit totaling $117 million and surety bonds in the amount of $85 million primarily to
ensure the payment of casualty claims, workers’ compensation claims, and customs.

KPG Notes

In connection with the April 1, 2005 redemption of Sun Chemical Corporations’ (Sun) 50 percent interest in the KPG joint venture, the Company
entered into two non-interest bearing note payable arrangements with Sun. One note is payable in the U.S. (the U.S. note) and the other is payable
outside the U.S. (the non-U.S. note). The U.S. note requires payments of $40 million in 2006 and $10 million in the years 2008-2013. The non-U.S.
note requires payments of $160 million in 2006 and $40 million in the years 2008-2013.

As these notes are non-interest bearing, interest has been imputed at a rate of 6.16% based on the Company’s borrowing rate for debt with similar
maturities from third-party financial institutions. Therefore, the present value of the U.S. note and the non-U.S. note were $83 million and
$331 million, respectively, at December 31, 2005.
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Debt Shelf Registration and Convertible Securities

In May 2003, the Company issued Series A fixed rate medium-term notes under its then existing debt shelf registration totaling $250 million,
as follows:

(in millions)
Type Principal Annual Interest Rate Maturity
Series A fixed rate $250 3.625% May 2008

Interest on the notes will be paid quarterly, and the Company may not redeem or repay these notes prior to their stated maturities. After this issuance,
the Company had $650 million of remaining unsold debt securities under its then existing debt shelf registration.

On September 5, 2003, the Company filed a shelf registration statement on Form S-3 (the primary debt shelf registration) for the issuance of up to
$2.0 billion of new debt securities. The primary debt shelf registration became effective on September 19, 2003. Pursuant to Rule 429 under the
Securities Act of 1933, $650 million of remaining unsold debt securities under a prior shelf registration statement were included in the primary

debt shelf registration, thus giving the Company the ability to issue up to $2.65 billion in public debt. After issuance of $500 million in notes in
October 2003, the remaining availability under the primary debt shelf registration was at $2.15 billion. The Company filed its 2004 Form 10-K on
April 6, 2005, which was late relative to the SEC required filing date (including extension) of March 31, 2005. The Company also completed the filing
of a Form 8-K/A related to the acquisition of KPG on July 1, 2005, which was late in relation to the SEC required filing date of June 17, 2005. As a
result of these late filings, the Company’s primary debt shelf registration statement on Form S-3 will not be available until the third quarter of 2006.

In the event the Company wanted to issue registered securities, the Company could use Form S-1 or a Rule 144A transaction to issue securities in the
capital markets.

On October 10, 2003, the Company completed the offering and sale of $500 million aggregate principal amount of Senior Notes due 2013 (the Notes),
which was made pursuant to the Company’s new debt shelf registration. The remaining unused balance under the Company’s new debt shelf is
$2.15 hillion. Concurrent with the offering and sale of the Notes, on October 10, 2003, the Company completed the private placement of $575 million
aggregate principal amount of Convertible Senior Notes due 2033 (the Convertible Securities) to qualified institutional buyers pursuant to Rule 144A
under the Securities Act of 1933. Interest on the Convertible Securities will accrue at the rate of 3.375% per annum and is payable semiannually.

The Convertible Securities are unsecured and rank equally with all of the Company’s other unsecured and unsubordinated indebtedness. As a
condition of the private placement, on January 6, 2004 the Company filed a shelf registration statement under the Securities Act of 1933 relating to
the resale of the Convertible Securities and the common stock to be issued upon conversion of the Convertible Securities pursuant to a registration
rights agreement, and made this shelf registration statement effective on February 6, 2004.

The Convertible Securities contain a number of conversion features that include substantive contingencies. The Convertible Securities are convertible
by the holders at an initial conversion rate of 32.2373 shares of the Company’s common stock for each $1,000 principal amount of the Convertible
Securities, which is equal to an initial conversion price of $31.02 per share. The initial conversion rate of 32.2373 is subject to adjustment for:

(1) stock dividends, (2) subdivisions or combinations of the Company’s common stock, (3) issuance to all holders of the Company’s common stock

of certain rights or warrants to purchase shares of the Company’s common stock at less than the market price, (4) distributions to all holders of the
Company’s common stock of shares of the Company’s capital stock or the Company’s assets or evidences of indebtedness, (5) cash dividends in
excess of the Company’s current cash dividends, or (6) certain payments made by the Company in connection with tender offers and exchange offers.

The holders may convert their Convertible Securities, in whole or in part, into shares of the Company’s common stock under any of the following
circumstances: (1) during any calendar quarter, if the price of the Company’s common stock is greater than or equal to 120% of the applicable
conversion price for at least 20 trading days during a 30 consecutive trading day period ending on the last trading day of the previous calendar quarter;
(2) during any five consecutive trading day period following any 10 consecutive trading day period in which the trading price of the Convertible
Securities for each day of such period is less than 105% of the conversion value, and the conversion value for each day of such period was less
than 95% of the principal amount of the Convertible Securities (the Parity Clause); (3) if the Company has called the Convertible Securities for
redemption; (4) upon the occurrence of specified corporate transactions such as a consolidation, merger or binding share exchange pursuant to
which the Company’s common stock would be converted into cash, property or securities; and (5) if the Senior Unsecured credit rating assigned to
the Convertible Securities by either Moody’s or S&P is lower than Ba2 or BB, respectively, or if the Convertible Securities are no longer rated by at
least one of these services or their successors (the Credit Rating Clause). At the Company’s current credit rating, the Convertible Securities may be
converted by their holders.

The Company may redeem some or all of the Convertible Securities at any time on or after October 15, 2010 at a purchase price equal to 100% of the
principal amount of the Convertible Securities plus any accrued and unpaid interest. Upon a call for redemption by the Company, a conversion trigger
is met whereby the holder of each $1,000 Convertible Senior Note may convert such note to shares of the Company’s common stock.



The holders have the right to require the Company to purchase their Convertible Securities for cash at a purchase price equal to 100% of the
principal amount of the Convertible Securities plus any accrued and unpaid interest on October 15, 2010, October 15, 2013, October 15, 2018,
October 15, 2023 and October 15, 2028, or upon a fundamental change as described in the offering memorandum filed under Rule 144A in
conjunction with the private placement of the Convertible Securities. As of December 31, 2005, the Company has reserved 18,536,447 shares in
treasury stock to cover potential future conversions of these Convertible Securities into common stock.

Certain of the conversion features contained in the Convertible Securities are deemed to be embedded derivatives as defined under SFAS No. 133,
“Accounting for Derivative Instruments and Hedging Activities.” These embedded derivatives include the Parity Clause, the Credit Rating Clause, and
any specified corporate transaction outside of the Company’s control such as a hostile takeover. Based on an external valuation, these embedded
derivatives were not material to the Company’s financial position, results of operations or cash flows.

NOTE 10: OTHER LONG-TERM LIABILITIES

(in millions) 2005 2004
Deferred royalty revenue from licensees $ 501 $§ —
Environmental liabilities 17 153
Deferred compensation 158 167
Deferred income taxes 33 67
Minority interest in Kodak companies 20 25
Other 342 325
Total $ 1,225 $ 737

The other component above consists of other miscellaneous long-term liabilities that, individually, are less than 5% of the total liabilities component in
the accompanying Consolidated Statement of Financial Position, and therefore, have been aggregated in accordance with Regulation S-X.

NOTE 11: COMMITMENTS AND CONTINGENCIES

Environmental
Cash expenditures for pollution prevention and waste treatment for the Company’s current facilities were as follows:

(in millions) 2005 2004 2003

Recurring costs for pollution prevention and waste treatment $ 79 $§ 75 $ 74

Capital expenditures for pollution prevention and waste treatment 7 7

Site remediation costs 2 3 2
Total $ 88 $ 8 $ 84

At December 31, 2005 and 2004, the Company’s undiscounted accrued liabilities for environmental remediation costs amounted to $171 million
and $153 million, respectively. These amounts are reported in other long-term liabilities in the accompanying Consolidated Statement of
Financial Position.

The Company is currently implementing a Corrective Action Program required by the Resource Conservation and Recovery Act (RCRA) at the Kodak
Park site in Rochester, NY. As part of this program, the Company has completed the RCRA Facility Assessment (RFA), a broad-based environmental
investigation of the site. The Company is currently in the process of completing, and in some cases has completed, RCRA Facility Investigations (RFI)
and Corrective Measures Studies (CMS) for areas at the site. At December 31, 2005, estimated future investigation and remediation costs of

$67 million are accrued for this site and are included in the $171 million reported in other long-term liabilities.

The Company announced the closing of four manufacturing facilities outside the United States in 2004 and 2005. The Company has obligations with
estimated future investigation, remediation and monitoring costs of $27 million at three of these facilities. There were no such costs associated with
the fourth facility. At December 31, 2005, these costs are accrued and included in the $171 million reported in other long-term liabilities.
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The Company has obligations relating to other operating sites and former operations with estimated future investigation, remediation and monitoring
costs of $25 million. At December 31, 2005, these costs are accrued and included in the $171 million reported in other long-term liabilities.

The Company has completed its acquisition of KPG through the redemption of Sun Chemical Corporation’s 50 percent interest in the joint venture. The
Company also completed its acquisition of Creo. As a result of the two acquisitions, the Company has obligations with estimated future investigation,
remediation and monitoring costs of $29 million. The closure of a plant located in West Virginia was announced in the third quarter with remediation
at a cost of $24 million and is included in the $29 million. At December 31, 2005, these costs are accrued and included in the $171 million reported in
other long-term liabilities.

The Company has retained certain obligations for environmental remediation and Superfund matters related to certain sites associated with the
non-imaging health businesses sold in 1994. At December 31, 2005, estimated future remediation costs of $23 million are accrued for these sites
and are included in the $171 million reported in other long-term liabilities.

Cash expenditures for the aforementioned investigation, remediation and monitoring activities are expected to be incurred over the next thirty years
for many of the sites. For these known environmental liabilities, the accrual reflects the Company’s best estimate of the amount it will incur under

the agreed-upon or proposed work plans. The Company’s cost estimates were determined using the ASTM Standard E 2137-01, “Standard Guide

for Estimating Monetary Costs and Liabilities for Environmental Matters,” and have not been reduced by possible recoveries from third parties. The
overall method includes the use of a probabilistic model which forecasts a range of cost estimates for the remediation required at individual sites. The
projects are closely monitored and the models are reviewed as significant events occur or at least once per year. The Company’s estimate includes
equipment and operating costs for remediation and long-term monitoring of the sites. The Company does not believe it is reasonably possible that the
losses for the known exposures could exceed the current accruals by material amounts.

A Consent Decree was signed in 1994 in settlement of a civil complaint brought by the U.S. Environmental Protection Agency and the U.S. Department
of Justice. In connection with the Consent Decree, the Company is subject to a Compliance Schedule, under which the Company has improved its
waste characterization procedures, upgraded one of its incinerators, and is evaluating and upgrading its industrial sewer system. The total
expenditures required to complete this program are currently estimated to be approximately $2 million over the next four years. These expenditures
are incurred as part of plant operations and, therefore, are not included in the environmental accrual at December 31, 2005.

The Company is presently designated as a potentially responsible party (PRP) under the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended (the Superfund Law), or under similar state laws, for environmental assessment and cleanup costs as the result of
the Company’s alleged arrangements for disposal of hazardous substances at five Superfund sites. With respect to each of these sites, the Company’s
liability is minimal. In addition, the Company has been identified as a PRP in connection with the non-imaging health businesses in four active
Superfund sites. Numerous other PRPs have also been designated at these sites. Although the law imposes joint and several liability on PRPs, the
Company’s historical experience demonstrates that these costs are shared with other PRPs. Settlements and costs paid by the Company in Superfund
matters to date have not been material. Future costs are also not expected to be material to the Company’s financial position, results of operations or
cash flows.

The Clean Air Act Amendments were enacted in 1990. Expenditures to comply with the Clean Air Act implementing regulations issued to date have
not heen material and have been primarily capital in nature. In addition, future expenditures for existing regulations, which are primarily capital in
nature, are not expected to be material. Many of the regulations to be promulgated pursuant to this Act have not been issued.

Uncertainties associated with environmental remediation contingencies are pervasive and often result in wide ranges of outcomes. Estimates
developed in the early stages of remediation can vary significantly. A finite estimate of costs does not normally become fixed and determinable at

a specific time. Rather, the costs associated with environmental remediation become estimable over a continuum of events and activities that help
to frame and define a liability, and the Company continually updates its cost estimates. The Company has an ongoing monitoring and identification
process to assess how the activities, with respect to the known exposures, are progressing against the accrued cost estimates, as well as to identify
other potential remediation sites that are presently unknown.

Estimates of the amount and timing of future costs of environmental remediation requirements are by their nature imprecise because of the continuing
evolution of environmental laws and regulatory requirements, the availability and application of technology, the identification of presently unknown
remediation sites and the allocation of costs among the potentially responsible parties. Based upon information presently available, such future costs
are not expected to have a material effect on the Company’s competitive or financial position. However, such costs could be material to results of
operations in a particular future quarter or year.

Additionally, as of December 31, 2005, the Company has recorded approximately $66 million of asset retirement obligations in its Consolidated
Statement of Financial Position, primarily related to asbestos removal costs. Refer to discussion of the implementation of FASB Interpretation No. 47
in Note 1 for further information.



Other Commitments and Contingencies

The Company has entered into agreements with several companies, which provide Kodak with products and services to be used in its normal
operations. These agreements are related to supplies, production and administrative services, as well as marketing and advertising. The terms of
these agreements cover the next two to sixteen years. The minimum payments for these agreements are approximately $204 million in 20086,
$200 million in 2007, $173 million in 2008, $98 million in 2009, $105 million in 2010 and $241 million in 2011 and thereafter.

At December 31, 2005, the Company had outstanding letters of credit totaling $117 million and surety bonds in the amount of $85 million primarily to
ensure the completion of payment of possible casualty claims, workers’ compensation claims, and customs.

Rental expense, net of minor sublease income, amounted to $149 million in 2005, $161 in 2004 and $157 million in 2003. The approximate amounts
of noncancelable lease commitments with terms of more than one year, principally for the rental of real property, reduced by minor sublease income,
are $138 million in 2006, $120 million in 2007, $98 million in 2008, $75 million in 2009, $58 million in 2010 and $80 million in 2011 and thereafter.

In December 2003, the Company sold a property in France for approximately $65 million, net of direct selling costs, and then leased back a portion

of this property for a nine-year term. In accordance with SFAS No. 98, “Accounting for Leases,” the entire gain on the property sale of approximately
$57 million was deferred and no gain was recognizable upon the closing of the sale as the Company’s continuing involvement in the property is
deemed to be significant. As a result, the Company is accounting for the transaction as a financing. Future minimum lease payments under this
noncancelable lease commitment are approximately $5 million per year for 2006 through 2010, and approximately $10 million for 2011 and thereafter.

On March 8, 2004, the Company filed a complaint against Sony Corporation in federal district court in Rochester, New York, for digital camera patent
infringement. Several weeks later, on March 31, 2004, Sony sued the Company for digital camera patent infringement in federal district court in
Newark, New Jersey. Sony subsequently filed a second lawsuit against the Company in Newark, New Jersey, alleging infringement of a variety of
other Sony patents. The Company filed a counterclaim in the New Jersey action, asserting infringement by Sony of the Company’s kiosk patents.
The Company successfully moved to transfer Sony’s New Jersey digital camera patent infringement case to Rochester, New York, and the two digital
camera patent infringement cases are now consolidated for purposes of discovery. In June 2005, the federal district court in Rochester, New York
appointed a special master to assist the court with discovery and the claims construction briefing process. Based on the current discovery schedule,
the Company expects that claims construction hearings in the digital camera cases will take place in 2006. Both the Company and Sony Corporation
seek unspecified damages and other relief. Although this lawsuit may result in the Company’s recovery of damages, the amount of the damages, if
any, cannot be quantified at this time. Accordingly, the Company has not recognized any gain or loss in the financial statements as of

December 31, 2005, in connection with this matter.

On June 13, 2005, a purported shareholder class action lawsuit was filed against the Company and two of its current executives in the United States
District Court for the Southern District of New York. On June 20, 2005 and August 10, 2005, similar lawsuits were filed against the same defendants
in the United States District Court for the Western District of New York. The cases have been consolidated in the Western District of New York and the
lead plaintiffs are John Dudek and the Alaska Electrical Pension Fund. The complaints filed in each of these actions (collectively, the “Complaints”)
seek to allege claims under the Securities Exchange Act on behalf of a proposed class of persons who purchased securities of the Company between
April 23, 2003 and September 25, 2003, inclusive. The substance of the Complaints is that various press releases and other public statements

made by the Company during the proposed class period allegedly misrepresented the Company’s financial condition and omitted material information
regarding, among other things, the state of the Company’s film and paper business. An amended complaint was filed on January 20, 2006, containing
essentially the same allegations as the original complaint but adding an additional named defendant. Defendants’ initial responses to the Complaints
are not yet due. The Company intends to defend these lawsuits vigorously but is unable currently to predict the outcome of the litigation or to estimate
the range of potential loss, if any.

On or about November 9, 2005, the Company was served with a purported derivative lawsuit that had been commenced against the Company, as

a nominal defendant, and eleven current and former directors and officers of the Company, in the New York State Supreme Court, Monroe County.
The Complaint seeks to allege claims on behalf of the Company that, between April 2003 and September 2003, the defendant officers and directors
caused the Company to make allegedly improper statements, in press release and other public statements, which falsely represented or omitted
material information about the Company’s financial results and guidance. The plaintiff alleges that this conduct was a breach of the defendants’
common law fiduciary obligations to the Company, and constituted an abuse of control, gross mismanagement, waste and unjust enrichment.
Defendants’ initial responses to the Complaint are not yet due. The Company intends to defend this lawsuit vigorously but is unable currently to
predict the outcome of the litigation or to estimate the range of possible loss, if any.

In addition to the matters described above, the Company and its subsidiary companies are involved in other lawsuits, claims, investigations and
proceedings, including product liability, commercial, intellectual property, environmental, and health and safety matters, which are being handled and
defended in the ordinary course of business. There are no such matters pending representing contingent losses that the Company and its General
Counsel expect to be material in relation to the Company’s business, financial position, results of operations or cash flows.
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NOTE 12: GUARANTEES

The Company guarantees debt and other obligations under agreements with certain affiliated companies and customers to ensure that financing is
obtained to facilitate ongoing business operations and selling activities, respectively. At December 31, 2005, these guarantees totaled a maximum of
$204 million, with outstanding guaranteed amounts of $134 million. The guarantees for the other unconsolidated affiliates and third party debt
mature between 2006 and 2011. The customer financing agreements and related guarantees typically have a term of 90 days for product and
short-term equipment financing arrangements, and up to five years for long-term equipment financing arrangements. These guarantees would require
payment from Kodak only in the event of default on payment by the respective debtor. In some cases, particularly for guarantees related to equipment
financing, the Company has collateral or recourse provisions to recover and sell the equipment to reduce any losses that might be incurred in
connection with the guarantees.

Management believes the likelihood is remote that material payments will be required under any of the guarantees disclosed above. With respect to
the guarantees that the Company issued in the year ended December 31, 2005, the Company assessed the fair value of its obligation to stand ready to
perform under these guarantees by considering the likelihood of occurrence of the specified triggering events or conditions requiring performance as
well as other assumptions and factors. The Company has determined that the fair value of the guarantees was not material to the Company’s financial
position, results of operations or cash flows.

The Company also guarantees debt owed to banks for some of its consolidated subsidiaries. The maximum amount guaranteed is $740 million,

and the outstanding debt under those guarantees, which is recorded within the short-term borrowings and long-term debt, net of current portion
components in the accompanying Consolidated Statement of Financial Position, is $109 million. These guarantees expire in 2006 through 2012. As
of the closing of the $2.7 billion Secured Credit Facilities on October 18, 2005, a $160 million KPG credit facility was closed. Debt outstanding under
the KPG credit facility of $57 million was repaid and the guarantees of $160 million were terminated. Pursuant to the terms of the Company’s Senior
Secured Credit Agreement dated October 18, 2005, obligations under the Secured Credit Facilities and other obligations of the Company and its
subsidiaries to the Secured Credit Facilities lenders are guaranteed. This accounts for the majority of the increase in the Company’s guarantees to
banks for its consolidated subsidiaries.

Indemnifications

The Company issues indemnifications in certain instances when it sells businesses and real estate, and in the ordinary course of business with its
customers, suppliers, service providers and business partners. Further, the Company indemnifies its directors and officers who are, or were, serving
at Kodak’s request in such capacities. Historically, costs incurred to settle claims related to these indemnifications have not been material to the
Company’s financial position, results of operations or cash flows. Additionally, the fair value of the indemnifications that the Company issued during
the year ended December 31, 2005 was not material to the Company’s financial position, results of operations or cash flows.

Warranty Costs

The Company has warranty obligations in connection with the sale of its 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. The Company estimates its warranty cost at the point of sale for a given product based on historical warranty experience and related costs to
repair. The change in the Company’s accrued warranty obligations balance, which is reflected in accounts payable and other current liabilities in the
accompanying Consolidated Statement of Financial Position, was as follows:

(in millions)

Accrued warranty obligations at December 31, 2003 $ 49
Actual warranty experience during 2004 (60)
2004 warranty provisions 75
Adjustments for changes in estimates 2)
Accrued warranty obligations at December 31, 2004 $ 62
Actual warranty experience during 2005 (79)
2005 warranty provisions 72
Liabilities assumed from acquisitions 7
Adjustments for changes in estimates 4
Accrued warranty obligations at December 31, 2005 $ 58




The Company also offers extended warranty arrangements to its customers that are generally one year, but may range from three months to three
years after the original warranty period. The Company provides repair services and routine maintenance under these arrangements. The Company
has not separated the extended warranty revenues and costs from the routine maintenance service revenues and costs, as it is not practicable to do
s0. The change in the Company’s deferred revenue balance in relation to these extended warranty arrangements, which is reflected in accounts
payable and other current liabilities in the accompanying Consolidated Statement of Financial Position, was as follows:

(in millions)

Deferred revenue at December 31, 2003 $ 118
New extended warranty arrangements in 2004 M

Recognition of extended warranty arrangement revenue in 2004  (388)
Deferred revenue at December 31, 2004 $ 141

New extended warranty arrangements in 2005 484
Liabilities assumed from acquisitions 45

Recognition of extended warranty arrangement revenue in 2005 (487)

Deferred revenue at December 31, 2005 $183

Costs incurred under these extended warranty arrangements for the year ended December 31, 2005 and December 31, 2004 amounted to
$256 million and $208 million, respectively.

NOTE 13: FINANCIAL INSTRUMENTS

The following table presents the carrying amounts of the assets (liabilities) and the estimated fair values of financial instruments at
December 31, 2005 and 2004:

2005 2004

(in millions) Carrying Amount Fair Value Carrying Amount Fair Value
Marketable securities:

Current $ 15 $ 16 $ 3 $ 3

Long-term 13 13 24 26
Long-term borrowings (2,709) (2,635) (1,852) (2,039)
Foreign currency forwards 1 1 25 25
Silver forwards 2 2 — —

Marketable securities are valued at quoted market prices. The fair values of long-term borrowings are determined by reference to quoted market
prices or by obtaining quotes from dealers. The fair values for the remaining financial instruments in the above table are based on dealer quotes
and reflect the estimated amounts the Company would pay or receive to terminate the contracts. The carrying values of cash and cash equivalents,
receivables, short-term borrowings and payables approximate their fair values.

The Company, as a result of its global operating and financing activities, is exposed to changes in foreign currency exchange rates, commodity prices
and interest rates, which may adversely affect its results of operations and financial position. The Company manages such exposures, in part, with
derivative financial instruments. The fair value of these derivative contracts is reported in other current assets or accounts payable and other current
liabilities in the accompanying Consolidated Statement of Financial Position.

Foreign currency forward contracts are used to hedge existing foreign currency denominated assets and liabilities, especially those of the Company’s
International Treasury Center, as well as forecasted foreign currency denominated intercompany sales. Silver forward contracts are used to mitigate
the Company’s risk to fluctuating silver prices. The Company’s exposure to changes in interest rates results from its investing and borrowing activities
used to meet its liquidity needs. Long-term debt is generally used to finance long-term investments, while short-term debt is used to meet working
capital requirements. The Company does not utilize financial instruments for trading or other speculative purposes.

The Company enters into foreign currency forward contracts that are designated as cash flow hedges of exchange rate risk related to forecasted
foreign currency denominated intercompany sales. Hedge gains and losses are reclassified into cost of goods sold as the inventory transferred in
connection with the intercompany sales is sold to third parties. At December 31, 2005, the Company had no open foreign currency cash flow hedges.
During 2005, gains of $11 million (pre-tax) were reclassified from accumulated other comprehensive (loss) income to cost of goods sold. Hedge
ineffectiveness was insignificant.
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The Company does not apply hedge accounting to the foreign currency forward contracts used to offset currency-related changes in the fair value
of foreign currency denominated assets and liabilities. These contracts are marked to market through net (loss) earnings at the same time that the
exposed assets and liabilities are remeasured through net (loss) earnings (both in other income (charges), net). The majority of the contracts of this
type held by the Company are denominated in euros. At December 31, 2005, the fair value of these open contracts was an unrealized gain of

$1 million (pre-tax).

The Company has entered into silver forward contracts that are designated as cash flow hedges of price risk related to forecasted worldwide
silver purchases. Hedge gains and losses are reclassified into cost of goods sold as silver-containing products are sold to third parties. At
December 31, 2005, the Company had open forward contracts with maturities through April 2006.

At December 31, 2005, the fair value of open silver forward contracts was an unrealized gain of $2 million (pre-tax), included in accumulated other
comprehensive (l0ss) income. If this amount were to be realized, all of it would be reclassified into cost of goods sold during the next twelve months.
Additionally, realized gains of $1 million (pre-tax), related to closed silver contracts, have been deferred in accumulated other comprehensive (loss)
income. These gains will be reclassified into cost of goods sold within the next twelve months. During 2005, gains of $5 million (pre-tax) were
reclassified from accumulated other comprehensive (loss) income to cost of goods sold. Hedge ineffectiveness was insignificant.

The Company’s financial instrument counterparties are high-quality investment or commercial banks with significant experience with such
instruments. The Company manages exposure to counterparty credit risk by requiring specific minimum credit standards and diversification of
counterparties. The Company has procedures to monitor the credit exposure amounts. The maximum credit exposure at December 31, 2005 was
not significant to the Company.

NOTE 14: OTHER INCOME (CHARGES), NET

(in millions) 2005 2004 2003
Income (charges):
Investment income $ 25 $ 18 $ 19
Loss on foreign exchange transactions (31) (10) (10)
Equity in income (losses) of unconsolidated affiliates 12 30 (41)
Gain on sales of capital assets 74 15 13
Interest on past-due receivables and finance revenue on sales 4 4 5
Minority interest 4 (2) (24)
Non-strategic venture investment impairments — — 4)
Sun Microsystems settlement — 92 —
Legal settlement — 9 —
Asset impairment (25) — —
Lucky Film impairment (19) — —
Other 8 5 9)
Total § 44 $ 161 $ (51)




NOTE 15: INCOME TAXES

The components of (loss) earnings from continuing operations before income taxes and the related provision (benefit) for U.S. and other income taxes
were as follows:

(in millions) 2005 2004 2003
(Loss) earnings before income taxes
us. $ (974) $ (581) $ (205)
Outside the U.S. 208 487 309
Total $ (766) $ (94 $ 104
U.S. income taxes
Current provision (benefit) $ 19 $ (227 $ (88)
Deferred provision (benefit) 627 (73) 41)
Income taxes outside the U.S.
Current provision 138 141 133
Deferred benefit (93) 2) (87)
State and other income taxes
Current benefit 2 (3) (6)
Deferred provision (benefit) — (1) 4
Total $ 689 $ (175) $ (85)

The differences between income taxes computed using the U.S. federal income tax rate and the provision (benefit) for income taxes for continuing
operations were as follows:

(in millions) 2005 2004 2003

Amount computed using the statutory rate $ (268) $ (33 $ 36
Increase (reduction) in taxes resulting from:

State and other income taxes, net of federal — 9) (3)
Export sales and manufacturing credits (28) (30) (25)
Operations outside the U.S. (101) (89) (69)
Valuation allowance 1,115 (10) 1
Land and intellectual property donations 6 — (13)
Tax settlements, including interest (44) (32) —
Interest on reserves 25 33 (16)
Other, net (16) (5) (6)
Provision (benefit) for income taxes $ 689 $ (175) $ (85)

Valuation Allowance - U.S.

During the third quarter of 2005, based on management’s assessment of positive and negative evidence regarding the realization of the net deferred
tax assets, the Company recorded a valuation allowance of approximately $900 million against its net U.S. deferred tax assets. In accordance with
SFAS No. 109, “Accounting for Income Taxes” (SFAS 109), managements’ assessment included the evaluation of scheduled reversals of deferred tax
assets and liabilities, estimates of projected future taxable income, carryback potential and tax planning strategies.

Prior to the Company’s third quarter 2005 assessment of realizability, it was believed, based on available evidence including tax planning strategies,
that the Company would more likely than not realize its net U.S. deferred tax assets. The third quarter 2005 assessment considered the following
significant matters based upon some recent changes that occurred in the quarter:
e In July 2005, management announced plans to significantly accelerate its restructuring efforts and to significantly reduce the assets
supporting its traditional business by the end of 2007. This global plan includes accelerating the reduction of traditional film assets from
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$2.9 billion in January 2004 to approximately $1 billion by 2007 and terminating approximately 10,000 employees. These actions will have a
negative impact on Kodak’s ability to generate taxable income in the U.S.

e 0On October 18, 2005, the Company entered into a new secured credit facility pursuant to which the borrowings in the U.S. are collateralized
by certain U.S. assets, including the Company’s intellectual property assets. Thus, management determined that the previous tax planning
strategy to sell the U.S. intellectual property to a foreign subsidiary to generate taxable income in the U.S. was no longer prudent nor feasible
and should not be relied upon as part of the third quarter assessment of realizability of the Company’s U.S. deferred tax assets.

Based upon management’s above-mentioned September 30, 2005 assessment of realizability, management concluded that it was no longer more
likely than not that the U.S. net deferred tax assets would be realized and, as such, recorded a valuation allowance of approximately $900 million.

In the fourth quarter of 2005, management updated its assessment of the realizability of its net deferred tax assets. As a result of management’s
assessment of positive and negative evidence regarding the realization of the net deferred tax assets, which included the evaluation of scheduled
reversals of deferred tax assets and liabilities, estimates of projected future taxable income, carryback potential and tax planning strategies, the
Company maintained that it was still no longer more likely than not that the U.S. net deferred tax assets would be realized and, as such, increased the
valuation allowance by approximately $181 million relating to deferred tax benefits generated in the fourth quarter. In addition, the Company expects
to record a valuation allowance on all U.S. tax benefits generated in the future until an appropriate level of profitability in the U.S. is sustained or until
the Company is able to generate enough taxable income through other tax planning strategies and transactions. Both the net deferred tax asset
balances and the offsetting valuation allowance include estimates attributable to the recent acquisitions of KPG and Creo. Deferred tax amounts
attributable to these businesses are expected to be finalized during 2006 with the completion of the Company’s purchase accounting for these
acquired entities.

As of December 31, 2005, the Company had a valuation allowance of $1,229 million relating to its net deferred tax assets in the U.S. of $1,308 million.
The valuation allowance of $1,229 million is attributable to: (i) the charges totaling $1,081 million that were recorded in the third and fourth quarters
of 2005 and (ii) a valuation allowance of $148 million recorded in a prior year for certain state tax carryforward deferred tax assets relating to which
management believes it is not more likely than not that the assets will be realized. The remaining net deferred tax assets in excess of the valuation
allowance of $79 million relate to certain foreign tax credit deferred tax assets relating to which management believes it is more likely than not that
the assets will be realized.

Valuation Allowance - Outside the U.S.

As of December 31, 2005, the Company had a valuation allowance of approximately $177 million relating to its deferred tax assets outside of the U.S.
of $534 million. The valuation allowance of $177 million is attributable to certain net operating loss and capital loss carryforwards relating to which
management believes it is not more likely than not that the assets will be realized.

Tax Settlements, Including Interest

During 2005, the Company reached a settlement with the Internal Revenue Service covering tax years 1993-1998. As a result, the Company
recognized a tax benefit from continuing operations of $44 million, including interest. Net income from discontinued operations for 2005 was
$150 million, which was net of a $203 million tax benefit. The $203 million tax benefit for 2005 results from the Company’s audit settiement with
the Internal Revenue Service for tax years covering 1993 through 1998.

During 2004, the Company reached a settlement with the Internal Revenue Service covering tax years 1982-1992. As a result, the Company
recognized a tax benefit of $37 million in 2004, which consisted of benefits of $32 million related to a formal concession concerning the taxation of
certain intercompany royalties that could not legally be distributed to the parent entity and $9 million related to the income tax treatment of a patent
infringement litigation settlement, and a $4 million charge related to other tax items. The Company also reached a favorable resolution of interest
calculations for these years, and recorded a benefit of $8 million. Finally, the Company recorded net charges of $13 million for adjustments for audit
years 1993 and thereafter. Net income from discontinued operations for 2004 was $475 million, which was net of a tax provision of $275 million.

The Company and its subsidiaries’ income tax returns are routinely examined by various authorities. In management’s opinion, adequate provision
for income taxes has been made for all open years in accordance with SFAS No. 5, “Accounting for Contingencies.” A degree of judgment is required
in determining our effective tax rate and in evaluating our tax position. The Company establishes reserves when, despite significant support for the
Company’s filing position, a belief exists that these positions may be challenged by the respective tax jurisdiction. The reserves are adjusted upon the
occurrence of external, identifiable events, including the settlement of the related tax audit year with the Internal Revenue Service. A change in our
tax reserves could have a significant impact on our effective tax rate and our operating results.



Intellectual Property Donation

During 2003, the Company recorded a tax benefit of $13 million related to the donation of intellectual property in the form of technology patents to a
tax-qualified organization.

The significant components of deferred tax assets and liabilities were as follows:

(in millions) 2005 2004
Deferred tax assets
Pension and postretirement obligations $1132 $ 835
Restructuring programs 9 145
Foreign tax credit 447 189
Investment tax credits 148 148
Employee deferred compensation 105 214
Inventories 4 84
Tax loss carryforwards 220 234
Other 426 384
Total deferred tax assets 2,573 2,233
Deferred tax liabilities
Depreciation 534 584
Leasing 78 101
Other 119 298
Total deferred tax liabilities 731 983
Valuation allowance 1,406 284
Net deferred tax assets $ 436 $ 966

Deferred tax assets (liabilities) are reported in the following components within the Consolidated Statement of Financial Position:

(in millions) 2005 2004
Deferred income taxes (current) $ 100 $ 556
Other long-term assets 450 521
Accrued income taxes (81) (44)
Other long-term liabilities (33) (67)
Net deferred tax assets $ 436 $ 966

At December 31, 2005, the Company had available net operating loss carryforwards both inside and outside of the U.S. of approximately $584 million
for income tax purposes, of which approximately $373 million has an indefinite carryforward period. The remaining $211 million expires between the
years 2006 and 2025. Utilization of these net operating losses may be subject to limitations in the event of significant changes in stock ownership of
the Company. The Company also has $447 million of unused foreign tax credits at December 31, 2005, with various expiration dates through 2015.

The valuation allowance as of December 31, 2005 of $1,406 million is attributable to $177 million of net foreign deferred tax assets, including certain
net operating loss and capital loss carryforwards and $1,229 million of U.S. net deferred tax assets, including current year losses and credits, which
the Company is unable to benefit. The valuation allowance as of December 31, 2004 of $284 million is attributable to certain net operating loss and
capital loss carryforwards outside the U.S. and to other tax credits in the U.S.

The Company has recognized the balance of its deferred tax assets on the belief that it is more likely than not that they will be realized. This belief
is based on an assessment of all available evidence, including an evaluation of scheduled reversals of deferred tax assets and liabilities, estimates of
projected future taxable income, carryback potential and tax planning strategies.
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The Company has been utilizing net operating loss carryforwards to offset taxable income from its operations in China that have become profitable.
The Company has been granted a tax holiday in China that became effective when the net operating loss carryforwards were fully utilized during
2004. The tax holiday thus became effective during 2004, and the Company’s tax rate in China was zero percent for 2004 and 2005. For 2006, 2007
and 2008, the Company’s tax rate will be 7.5%, which is 50% of the normal 15% tax rate for the jurisdiction in which Kodak operates. Thereafter, the
Company’s tax rate will be 15%.

Retained earnings of subsidiary companies outside the U.S. were approximately $1,906 million and $2,265 million at December 31, 2005 and 2004,
respectively. Deferred taxes have not been provided on such undistributed earnings, as it is the Company’s policy to permanently reinvest its retained
earnings, and it is not practicable to determine the deferred tax liability on such undistributed earnings in the event they were to be remitted.
However, the Company periodically repatriates a portion of these earnings to the extent that it can do so tax-free, or at minimal cost.

As discussed, the Jobs Creation Act was signed into law in October of 2004. The Act creates a temporary incentive for U.S. multinationals to
repatriate foreign subsidiary earnings by providing a 85% dividends received deduction for certain dividends from controlled foreign corporations.
The deduction is subject to a number of limitations and requirements, including adoption of a specific domestic reinvestment plan for the
repatriated earnings. The Company repatriated approximately $580 million in dividends subject to the 85% dividends received deduction.
Accordingly, the Company recorded a corresponding tax provision of $29 million with respect to such dividends during 2005.

NOTE 16: RESTRUCTURING COSTS AND OTHER

The Company is currently undergoing the transformation from a traditional products and services company to a digital products and services company.
In connection with this transformation, the Company announced a cost reduction program in January 2004 that would extend through 2006 to achieve
the appropriate business model and to significantly reduce its worldwide facilities footprint. In July 2005, the Company announced an extension to
this program into 2007 to accelerate its digital transformation, which included further cost reductions that will result in a business model consistent
with what is necessary to compete profitably in digital markets.

In connection with its announcement relating to the extended “2004-2007 Restructuring Program,” the Company has provided estimates with
respect to (1) the number of positions to be eliminated, (2) the facility square footage reduction, (3) the reduction in its traditional manufacturing
infrastructure, and (4) the total restructuring charges to be incurred.

The actual charges for initiatives under this program are recorded in the period in which the Company commits to formalized restructuring plans or
executes the specific actions contemplated by the program and all criteria for restructuring charge recognition under the applicable accounting
guidance have been met.



Restructuring Programs Summary

The activity in the accrued restructuring balances and the non-cash charges incurred in relation to all of the restructuring programs described below
was as follows for fiscal 2005:

Other
Balance Adjustments Balance
Dec. 31, Cash Non-cash and Dec. 31,
(in millions) 2004 Charges Reversals  Payments  Settlements  Reclasses " 2005
2004-2007 Restructuring Program:
Severance reserve $ 267 $ 497 $ (3 $ (377) $ — $ (113 $ 2n
Exit costs reserve 36 84 (6) (95) — 4 23
Total reserve $ 303 $ 581 $ 9 $ (472 $§ — $ (109) $ 294
Long-lived asset impairments
and inventory write-downs $§ — $ 161 $ — $§ — $ (161) § — $§ —
Accelerated depreciation — 391 — — (391) — —
Pre-2004 Restructuring Programs:
Severance reserve $ 40 $ — § @ $ (30) $ — $ $ 2
Exit costs reserve 12 — (3) (6) — 10 13
Total reserve $ 52 $ — $ (6 $ (36) $ — $ 5 $ 15
Total of all restructuring programs $ 355 $1133 $ (15 $ (508) $ (552) $ (104) $ 309

(1) The total restructuring charges of $1,133 million include: (1) pension and other postretirement charges and credits for curtailments, settlements and special
termination benefits, and (2) environmental remediation charges that resulted from the Company’s ongoing restructuring actions. However, because the impact
of these charges and credits relate to the accounting for pensions, other postretirement benefits, and environmental remediation costs, the related impacts on the
Consolidated Statement of Financial Position are reflected in their respective components as opposed to within the accrued restructuring balances at December
31,2005 or 2004. Accordingly, the Other Adjustments and Reclasses column of the table above includes: (1) reclassifications to Other long-term assets and
Pension and other postretirement liabilities for the position elimination-related impacts on the Company’s pension and other postretirement employee benefit plan
arrangements, including net curtailment losses, settiement losses, and special termination benefits of $(98) million, and (2) reclassifications to Other long-term
liabilities for the restructuring-related impacts on the Company’s environmental remediation liabilities of $(8) million. Additionally, the Other Adjustments and
Reclasses column of the table above includes: (1) adjustments to the restructuring reserves of $14 million related to the Creo purchase accounting impacts that
were charged appropriately to Goodwill as opposed to Restructuring charges, (2) foreign currency translation adjustments of $(12) million, which are reflected
in Accumulated other comprehensive loss in the Consolidated Statement of Financial Position, and (3) rebalancing reclassifications between the restructuring
reserves, which net to zero on a consolidated basis.

The costs incurred, net of reversals, which total $1,118 million for the year ended December 31, 2005, include $391 million and $37 million of
charges related to accelerated depreciation and inventory write-downs, respectively, which were reported in cost of goods sold in the accompanying
Consolidated Statement of Operations for the year ended December 31, 2005. The remaining costs incurred, net of reversals, of $690 million, were
reported as restructuring costs and other in the accompanying Consolidated Statement of Operations for the year ended December 31, 2005. The
severance costs and exit costs require the outlay of cash, while long-lived asset impairments, accelerated depreciation and inventory write-downs
represent non-cash items.

2004-2007 Restructuring Program

The Company announced on January 22, 2004 that it planned to develop and execute a comprehensive cost reduction program throughout the 2004
to 2006 timeframe. The objective of these actions was to achieve a business model appropriate for the Company’s traditional businesses, and to
sharpen the Company’s competitiveness in digital markets.

The Program was expected to result in total charges of $1.3 billion to $1.7 billion over the three-year period, of which $700 million to $900 million
related to severance, with the remainder relating to the disposal of buildings and equipment. Overall, Kodak’s worldwide facility square footage was
expected to be reduced by approximately one-third. Approximately 12,000 to 15,000 positions worldwide were expected to be eliminated through
these actions primarily in global manufacturing, selected traditional businesses and corporate administration.
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On July 20, 2005, the Company announced that it would extend the restructuring activity, originally announced in January 2004, as part of its efforts
to accelerate its digital transformation and to respond to a faster-than-expected decline in consumer film sales. The Company now plans to increase
the total employment reduction to a range of 22,500 to 25,000 positions, and to reduce its traditional manufacturing infrastructure to approximately
$1 billion, compared with $2.9 billion as of December 31, 2004. When largely completed by the middle of 2007, these activities will result in a
business model consistent with what is necessary to compete profitably in digital markets. As a result of this announcement, this program has been
renamed the “2004-2007 Restructuring Program.”

The Company implemented certain actions under this program during 2005. As a result of these actions, the Company recorded charges of

$742 million in 2005, which were composed of severance, long-lived asset impairments, exit costs and inventory write-downs of $497 million,
$124 million, $84 million and $37 million, respectively. The severance costs related to the elimination of approximately 8,125 positions, including
approximately 1,000 photofinishing, 4,375 manufacturing, 575 research and development and 2,175 administrative positions. The geographic
composition of the positions to be eliminated includes approximately 4,150 in the United States and Canada and 3,975 throughout the rest of the
world. The reduction of the 8,125 positions and the $581 million charges for severance and exit costs are reflected in the 2004-2007 Restructuring
Program table below. The $124 million charge for long-lived asset impairments was included in restructuring costs and other in the accompanying
Consolidated Statement of Operations for the year ended December 31, 2005. The charges taken for inventory write-downs of $37 million were
reported in cost of goods sold in the accompanying Consolidated Statement of Operations for the year ended December 31, 2005.

Under this Program, on a life-to-date basis as of December 31, 2005, the Company has recorded charges of $1,416 million, which were composed
of severance, long-lived asset impairments, exit costs and inventory write-downs of $915 million, $262 million, $183 million and $56 million,
respectively. The severance costs related to the elimination of approximately 17,750 positions, including approximately 5,700 photofinishing,
7,950 manufacturing, 1,000 research and development and 3,100 administrative positions.

The following table summarizes the activity with respect to the charges recorded in connection with the focused cost reduction actions that the
Company has committed to under the 2004-2007 Restructuring Program and the remaining balances in the related reserves at December 31, 2005:

Long-lived Asset

Exit Impairments

Number of Severance Costs and Inventory Accelerated
(dollars in millions) Employees Reserve Reserve Total Write-downs Depreciation
2004 charges 9,625 $ 418 $ 99 $ 517 $157 $152
2004 reversals — (6) (1) (7 — -
2004 utilization (5,175) (169) (47) (216) (157) (152)
2004 other adj. & reclasses — 24 (15) 9 — —
Balance at 12/31/04 4,450 267 36 303 — —
2005 charges 8,125 497 84 581 161 391
2005 reversals — (3) (6) 9) — —
2005 utilization (10,225) (377) (95) (472 (161) (391)
2005 other adj. & reclasses — (113) 4 (109) — —
Balance at 12/31/05 2,350 $ 271 $ 23 $294 $ — $ —

The severance charges of $497 million and the exit costs of $84 million were reported in restructuring costs and other in the accompanying
Consolidated Statement of Operations for the year ended December 31, 2005. Included in the $497 million charge taken for severance costs was a
net curtailment loss of $6 million. This net curtailment loss is disclosed in Note 17, “Retirement Plans” and Note 18, “Other Postretirement Benefits.
Included in the $84 million charge taken for exit costs was a $8 million charge for environmental remediation associated with the closures of the
manufacturing facility in Coburg, Australia and Sao Jose dos Campos, Brazil. The liability related to this charge is disclosed in Note 11,
“Commitments and Contingencies” under “Environmental.” During 2005, the Company made $377 million of severance payments and $95 million
of exit cost payments related to the 2004-2007 Restructuring Program. During 2005, the Company reversed $3 million of severance reserves, as
severance payments were less than originally estimated. In addition, the Company reversed $6 million of exit costs reserves during 2005, as the
Company was able to settle lease and other exit cost obligations for amounts that were less than originally estimated. These reserve reversals were
included in restructuring costs and other in the accompanying Consolidated Statement of Operations for the year ended December 31, 2005.



The total severance charges of $497 million include pension and other postretirement charges and credits for curtailments, settlements and special
termination benefits. However, because the impact of these charges and credits relate to the accounting for pensions and other postretirement
benefits, the related impacts on the Consolidated Statement of Financial Position are reflected in their respective components as opposed to within
the accrued restructuring balances at December 31, 2005 or 2004. Accordingly, other adjustments of $(113) million to the severance reserve in
2005 included reclassifications to Other long-term assets and Pension and other postretirement liabilities for the position elimination-related impacts
on the Company’s pension and other postretirement employee benefit plan arrangements, including net curtailment losses, settlement losses, and
special termination benefits of $(96) million, which are disclosed in Note 17 “Retirement Plans” and Note 18, “Other Postretirement Benefits”.
Additionally, the other adjustments of $(113) million to the severance reserve in 2005 include: (1) adjustments to the severance reserve of $7 million
related to the Creo purchase accounting impacts that were charged appropriately to Goodwill as opposed to Restructuring charges, (2) foreign
currency translation adjustments of $(12) million, and (3) rebalancing reclassifications to other restructuring reserves of ($12) million, which net to
zero on a consolidated basis.

Other adjustments of $4 million to the exit cost reserve in 2005 included: (1) reclassifications to Other long-term liabilities for the restructuring-related
impacts on the Company’s environmental remediation liabilities of $(8) million, which are disclosed in Note 11, “Commitments and Contingencies”
under “Environmental”, (2) adjustments to the exit cost reserve of $7 million related to the Creo purchase accounting impacts that were charged
appropriately to Goodwill as opposed to Restructuring charges, and (3) rebalancing reclassifications to other restructuring reserves of $5 million,
which net to zero on a consolidated basis.

As a result of the initiatives already implemented under the 2004-2007 Restructuring Program, severance payments will be paid during periods
through 2007 since, in many instances, the employees whose positions were eliminated can elect or are required to receive their payments over an
extended period of time. Most exit costs were paid during 2005. However, certain costs, such as long-term lease payments, will be paid over periods
after 2005.

As a result of initiatives implemented under the 2004-2007 Restructuring Program, the Company recorded $391 million of accelerated depreciation
on long-lived assets in cost of goods sold in the accompanying Consolidated Statement of Operations for the year ended December 31, 2005. The
accelerated depreciation relates to long-lived assets accounted for under the held and used model of SFAS No. 144. The year-to-date amount of
$391 million relates to $37 million of photofinishing facilities and equipment, $349 million of manufacturing facilities and equipment, and $5 million
of administrative facilities and equipment that will be used until their abandonment. The Company will record approximately $200 million of additional
accelerated depreciation in 2006 related to the initiatives implemented in 2005. Additional amounts of accelerated depreciation may be recorded in
2006 and 2007 as the Company continues to execute its 2004-2007 Restructuring Program.

The charges of $1,133 million recorded in 2005, excluding reversals, included $222 million applicable to the D&FIS segment, $23 million applicable
to the Health Group segment, and $30 million applicable to the Graphic Communications Group segment, and $3 million applicable to All Other.
The balance of $855 million was applicable to manufacturing, research and development, and administrative functions, which are shared across

all segments.

Pre-2004 Restructuring Programs

At December 31, 2005, the Company had remaining severance and exit costs reserves of $2 million and $13 million, respectively, relating to
restructuring plans committed to or executed prior to 2004. During 2005, reversals of $3 million were made to reduce the severance reserve balance,
as severance payments were less than originally estimated. During 2005, reversals of $3 million were made to reduce the exit costs reserve balance,
as the Company was able to settle lease and other exit cost obligations for amounts that were less than originally estimated.

The remaining severance payments relate to initiatives already implemented under the Pre-2004 Restructuring Programs and will be paid out during
2006 since, in many instances, the employees whose positions were eliminated can elect or are required to receive their severance payments over an
extended period of time. Most of the remaining exit costs reserves represent long-term lease payments, which will continue to be paid over periods
throughout and after 2006.
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NOTE 17: RETIREMENT PLANS

Substantially all U.S. employees are covered by a noncontributory defined benefit plan, the Kodak Retirement Income Plan (KRIP), which is funded

by Company contributions to an irrevocable trust fund. The funding policy for KRIP is to contribute amounts sufficient to meet minimum funding
requirements as determined by employee benefit and tax laws plus additional amounts the Company determines to be appropriate. Generally, benefits
are based on a formula recognizing length of service and final average earnings. Assets in the trust fund are held for the sole benefit of participating
employees and retirees. They are comprised of corporate equity and debt securities, U.S. government securities, partnership and joint venture
investments, interests in pooled funds, and various types of interest rate, foreign currency and equity market financial instruments.

On March 25, 1999, the Company amended this plan to include a separate cash balance formula for all U.S. employees hired after February 1999. All
U.S. employees hired prior to that date were granted the option to choose the KRIP plan or the Cash Balance Plus plan. Written elections were made
by employees in 1999, and were effective January 1, 2000. The Cash Balance Plus plan credits employees’ accounts with an amount equal to 4%

of their pay, plus interest based on the 30-year treasury bond rate. In addition, for employees participating in this plan and the Company’s defined
contribution plan, the Savings and Investment Plan (SIP), the Company will match SIP contributions for an amount up to 3% of pay, for employee
contributions of up to 5% of pay. Company contributions to SIP were $13 million, $15 million and $15 million for 2005, 2004 and 2003, respectively.
As a result of employee elections to the Cash Balance Plus plan, the reductions in future pension expense will be aimost entirely offset by the cost of
matching employee contributions to SIP. The impact of the Cash Balance Plus plan is shown as a plan amendment.

The Company also sponsors unfunded defined benefit plans for certain U.S. employees, primarily executives. The benefits of these plans are obtained
by applying KRIP provisions to all compensation, including amounts being deferred, and without regard to the legislated qualified plan maximums,
reduced by benefits under KRIP.

Most subsidiaries and branches operating outside the U.S. have defined benefit retirement plans covering substantially all employees. Contributions
by the Company for these plans are typically deposited under government or other fiduciary-type arrangements. Retirement benefits are generally
based on contractual agreements that provide for benefit formulas using years of service and/or compensation prior to retirement. The actuarial
assumptions used for these plans reflect the diverse economic environments within the various countries in which the Company operates.

The measurement date used to determine the pension obligation for all major funded and unfunded U.S. and Non-U.S. defined benefit plans
comprising a majority of the plan assets and benefit obligations is December 31.



The net pension amounts recognized on the Consolidated Statement of Financial Position at December 31, 2005 and 2004 for all major funded and
unfunded U.S. and Non-U.S. defined benefit plans are as follows:

2005 2004
(in millions) Us. Non-U.S. Us. Non-U.S.
Change in Benefit Obligation
Projected benefit obligation at January 1 $6,475 $ 3,635 $ 6,588 $ 3141
Acquisitions/divestitures — 46 (291) 36
Service cost 116 40 119 38
Interest cost 346 165 381 169
Participant contributions — 14 — 7
Plan amendment — 1 — —
Benefit payments (740) (226) (707) (204)
Actuarial loss 92 458 451 220
Curtailments (85) (21) (66) 9)
Settlements — (62) — (85)
Special termination benefits — 101 — 52
Currency adjustments — (388) — 270
Projected benefit obligation at December 31 $ 6,204 $ 3,761 $ 6,475 $ 3,635
Change in Plan Assets
Fair value of plan assets at January 1 $6,480 $ 2,858 $ 6,503 $ 2432
Acquisitions/divestitures 14 36 (291) 1
Actual return on plan assets 814 427 945 302
Employer contributions 25 154 30 166
Participant contributions — 14 — 7
Settlements — (60) — —
Benefit payments (740) (226) (707) (262)
Currency adjustments — (292) — 212
Fair value of plan assets at December 31 $6,593 $ 2911 $ 6,480 $ 2,858
Funded Status at December 31 $ 388 $ (849) $§ 5 $ (7717)
Unrecognized:
Net transition obligation (asset) — 9 — 2)
Net actuarial loss 236 985 631 957
Prior service cost (gain) 4 43 5 91
Net amount recognized at December 31 $ 628 $ 188 $ 64 $ 269

Amounts recognized in the Consolidated Statement of Financial Position for all major funded and unfunded U.S. and Non-U.S. defined benefit plans are

as follows:
2005 2004

(in millions) Us. Non-U.S. Us. Non-U.S.
Prepaid pension cost $ 790 $ 329 $ 803 $ 393
Accrued benefit liability (162) (141) (162) (124)
Additional minimum pension liability (101) (794) (99) (674)
Intangible asset 2 21 2 57
Accumulated other comprehensive income 99 773 97 617
Net amount recognized at December 31 $ 628 $ 188 $ 641 $ 269
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The prepaid pension cost asset amounts for the U.S. and Non-U.S. at December 31, 2005 and 2004 are included in other long-term assets. The
accrued benefit liability and additional minimum pension liability amounts (net of the intangible asset amounts) for the U.S. and Non-U.S. at
December 31, 2005 and 2004 are included in pension and other postretirement liabilities. The accumulated other comprehensive income amounts for
the U.S. and Non-U.S. at December 31, 2005 and 2004 are included as a component of shareholders’ equity, net of taxes.

The accumulated benefit obligations for all the major funded and unfunded U.S. and Non-U.S. defined benefit plans are as follows:

2005 2004
(in millions) U.s. Non-U.S. Us. Non-U.S.

Accumulated benefit obligation $5,719 $ 3,567 $5,738 $ 3,327

Information with respect to the major funded and unfunded U.S. and Non-U.S. defined benefit plans with an accumulated benefit obligation in excess
of plan assets is as follows:

2005 2004
(in millions) Us. Non-U.S. Us. Non-U.S.
Projected benefit obligation $ 422 $ 3,402 $ 374 $ 3274
Accumulated benefit obligation 389 3,221 340 2,983
Fair value of plan assets 126 2,526 79 2,491
Pension expense (income) for all defined benefit plans included:
2005 2004 2003

(in millions) Us. Non-U.S. Us. Non-U.S. U.S. Non-U.S.
Service cost $ 116 $ 40 $ 119 $ 38 $ 119 $ 38
Interest cost 346 165 381 169 410 148
Expected return on plan assets (518) (207) (534) (198) (582) (177
Amortization of:

Transition obligation (asset) — M — M 2 2)

Prior service cost 1 25 1 n 2 (30)

Actuarial loss 33 66 28 48 4 31
Pension (income) expense before

special termination benefits, curtailment

losses and settlement losses (22) 88 (5) 39 (45) 8
Special termination benefits — 101 — 52 — 30
Curtailment losses — 21 8 — — —
Settlement losses 54 1 — — — 2
Net pension (income) expense 32 221 3 9 (45) 40
Other plans including unfunded plans — 20 — 7 — 17
Total net pension (income) expense 32 241 3 98 (45) 57
Net pension expense from

discontinued operations 54 — — — 5 —
Net pension (income) expense

from continuing operations $ (22) $ 241 $ 3 $ 98 $ (50) $ 57
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The special termination benefits of $101 million, $52 million and $30 million for the years ended December 31, 2005, 2004 and 2003,
respectively, were incurred as a result of the Company’s restructuring actions and, therefore, have been included in restructuring costs and other in
the Consolidated Statement of Operations for those respective periods. In addition, curtailment and settlement charges totaling $21 million and
$11 million for 2005, $8 million and $0 million for 2004 and $0 million and $2 million for 2003 were also incurred as a result of the Company’s
restructuring actions and, therefore, have been included in restructuring costs and other in the Consolidated Statement of Operations for those
respective periods.

In connection with the divestiture of RSS, the final asset transfer was completed in November 2005. In connection with the final asset transfer,
a one-time settlement charge of $54 million was recognized during the fourth quarter in discontinued operations. See Note 22,
“Discontinued Operations.”

The Japanese Welfare Pension Insurance Law (JWPIL) was amended in June 2001 to permit employers with Employees’ Pension Funds (EPFs) to
separate the pay related portion of the old-age pension benefits under the JWPIL (Substitutional Portion) from the EPF. This obligation and related
plan assets are transferred to a government agency, thereby relieving the EPF from paying the substitutional portion of benefits. The Kodak Japan
Limited EPF completed the transfer of the substitutional portion to the Japanese Government in December 2004. The effect of the transfer resulted
in a one-time credit due to the derecognition of future salary increases in the amount of $3 million, a one-time credit due to the government subsidy
from the transfer of liabilities and related plan assets of $25 million and a one-time charge due to the accelerated recognition of unrecognized loss in
accordance with SFAS No. 88 settiement accounting in the amount of $20 million.

The increase (decrease) in the additional minimum liability (net of the change in the intangible asset) included in other comprehensive income for the
major funded and unfunded U.S. and Non-U.S. defined benefit plans is as follows:

2005 2004
(in millions) U.s. Non-U.S. U.s. Non-U.S.
Increase (decrease) in the additional minimum liability
(net of the change in the intangible asset) included in
other comprehensive income $ 2 $ 154 $ 5 $ 56

The weighted-average assumptions used to determine the benefit obligation amounts as of the end of the year for all major funded and unfunded U.S.
and Non-U.S. defined benefit plans were as follows:

2005 2004
u.s. Non-U.S. u.s. Non-U.S.
Discount rate 5.51% 4.51% 5.75% 5.02%
Salary increase rate 4.58% 3.67% 4.25% 3.29%

The weighted-average assumptions used to determine net pension (income) expense for all the major funded and unfunded U.S. and Non-U.S. defined
benefit plans were as follows:

2005 2004
U.s. Non-U.S. U.s. Non-U.S.
Discount rate 5.57% 4.85% 5.95% 5.27%
Salary increase rate 4.33% 3.29% 4.25% 3.20%
Expected long-term rate of return on plan assets 9.00% 8.12% 9.00% 7.86%

Of the total plan assets attributable to the major U.S. defined benefit plans at December 31, 2005 and 2004, 98% and 98%, respectively, relate to
the KRIP plan. The expected long-term rate of return on plan assets assumption (EROA) is determined from the plan’s asset allocation using
forward-looking assumptions in the context of historical returns, correlations and volatilities. The investment strategy underlying the asset

allocation is to manage the assets of the U.S. plans to provide for the long-term liabilities while maintaining sufficient liquidity to pay current benefits.
This is primarily achieved by holding equity-like investments while investing a portion of the assets in long duration bonds in order to provide for
benefits included in the projected benefit obligation. The Company undertakes an asset and liability modeling study once every three years or when
there are material changes in the composition of the plan liability or capital markets. The Company completed its most recent study in 2005, which
supports the EROA of 9%.
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The expected return on plan assets for the major non-U.S. pension plans range from 4.38% to 9.0% for 2005. Every three years or when market
conditions have changed materially, the Company will undertake new asset and liability modeling studies for each of its larger pension plans. The
asset allocations and expected return on plan assets are individually set to provide for benefits included in the projected benefit obligation within each
country’s legal investment constraints. The investment strategy is to manage the assets of the non-U.S. plans to provide for the long-term liabilities
while maintaining sufficient liquidity to pay current benefits. This is primarily achieved by holding equity-like investments while investing a portion of
the assets in long duration bonds in order to partially match the long-term nature of the liabilities.

The Company’s weighted-average asset allocations for its major U.S. defined benefit pension plans at December 31, 2005 and 2004, by asset
category, are as follows:

Asset Category 2005 2004 Target
Equity securities 42% 41% 32%-42%
Debt securities 31% 32% 29%-34%
Real estate 5% 7% 3%-13%
Other 22% 20% 19%-29%
Total 100% 100%

The Company’s weighted-average asset allocations for its major non-U.S. Defined Benefit Pension Plans at December 31, 2005 and 2004, by asset
category are as follows:

Asset Category 2005 2004 Target
Equity securities 35% 39% 32%-42%
Debt securities 32% 33% 28%-34%
Real estate 7% 9% 3%-13%
Other 26% 19% 19%-29%
Total 100% 100%

The Other asset category in the tables above is primarily composed of private equity, venture capital, cash and other investments.

The Company expects to contribute approximately $22 million and $103 million in 2006 for U.S. and Non-U.S. defined benefit pension
plans, respectively.

The following pension benefit payments, which reflect expected future service, are expected to be paid:

(in millions) U.s. Non-U.S.
2006 $ 465 $ 237
2007 462 218
2008 459 209
2009 460 203
2010 460 200
2011-2015 2,346 973

NOTE 18: OTHER POSTRETIREMENT BENEFITS

The Company provides healthcare, dental and life insurance benefits to U.S. eligible retirees and eligible survivors of retirees. Generally, to be eligible
for the plan, individuals retiring prior to January 1, 1996 were required to be 55 years of age with ten years of service or their age plus years of service
must have equaled or exceeded 75. For those retiring after December 31, 1995, the individuals must be 55 years of age with ten years of service or
have been eligible as of December 31, 1995. Based on the eligibility requirements, these benefits are provided to U.S. retirees who are covered by



the Company’s KRIP plan and are funded from the general assets of the Company as they are incurred. However, those under the Cash Balance Plus
portion of the KRIP plan would be required to pay the full cost of their benefits under the plan. The Company’s subsidiaries in the United Kingdom and

Canada offer similar healthcare benefits.

The measurement date used to determine the net benefit obligation for the Company’s other postretirement benefit plans is December 31.

Changes in the Company’s benefit obligation and funded status for the U.S., United Kingdom and Canada other postretirement benefit plans are

as follows:
(in millions) 2005 2004
Net benefit obligation at beginning of year $ 3,270 $ 3,540
Acquisitions/divestitures — (33)
Service cost 14 15
Interest cost 170 189
Plan participants’ contributions 20 17
Plan amendments — (15)
Actuarial gain (121) (82)
Curtailments (29) 17)
Settlements — (99)
Benefit payments (260) (254)
Currency adjustments (3) 9
Net benefit obligation at end of year $ 3,061 $ 3,270
Funded status at end of year $(3,061)  $(3,270)
Unamortized net actuarial loss 968 1,188
Unamortized prior service cost (172) (251)
Net amount recognized and recorded at end of year $(2,265)  $(2,333)

Other postretirement benefit cost for the Company’s U.S., United Kingdom and Canada plans included:

(in millions) 2005 2004 2003
Components of net postretirement benefit cost
Service cost $ 14 15 $ 17
Interest cost 170 189 213
Amortization of:
Prior service cost (52) (59) (61)
Actuarial loss 68 85 69
Other postretirement benefit cost before curtailment and
settlement gains and losses 200 230 238
Curtailment (gains) losses (28) (63) 1
Settlement (gains) losses — (64) —
Total net other postretirement benefit cost $ 172 103 $ 239
Net other postretirement benefit income from discontinued operations — — M
Net other postretirement benefit cost from continuing operations $ 172 103 $ 238
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During the quarter ended June 30, 2004, the Company adopted the provisions of FSP 106-2 with respect to its U.S. Other Postretirement Plan, which
resulted in a remeasurement of the Plan’s accumulated projected benefit obligation (APBO) as of April 1, 2004. This remeasurement takes into
account the impact of the subsidy the Company will receive under the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (the
Act) and certain actuarial assumption changes including: (1) changes in participation rates, (2) a decrease in the Company’s Medicare plan premiums,
and (3) a decrease in the discount rate from 6.00% to 5.75%. The actuarially determined impact of the subsidy reduced the APBO by approximately
$228 million. The effect of the subsidy on the measurement of the net periodic other postretirement benefit cost in 2004 was to reduce the cost by
approximately $52 million as follows:

12 months ended December 31, 2004

(in millions) Effect of Subsidy Effect of Assumption Changes Total
Service cost $ — $ 1 $ 1
Interest cost 13 13 26
Amortization of actuarial gain 17 8 25

$ 30 $ 22 $ 52

The effect of the subsidy has been included in the measurement of the net periodic other postretirement cost for the year-ended December 31, 2005
and will be included in the measurement of the net periodic other postretirement cost for all annual periods subsequent to 2004 as well.

The U.S. plan represents approximately 97% of the total other postretirement net benefit obligation as of both December 31, 2005 and 2004 and,
therefore, the weighted-average assumptions used to compute the other postretirement benefit amounts approximate the U.S. assumptions.

The weighted-average assumptions used to determine the net benefit obligations were as follows:

2005 2004
Discount rate 5.50% 5.75%
Salary increase rate 4.60% 4.25%

The weighted-average assumptions used to determine the net postretirement benefit cost were as follows:

2005 2004
Discount rate 5.50% 6.00%
Salary increase rate 4.34% 4.25%

The weighted-average assumed healthcare cost trend rates used to compute the other postretirement amounts were as follows:

2005 2004
Healthcare cost trend 10.00% 10.00%
Rate to which the cost trend rate is assumed
to decline (the ultimate trend rate) 5.00% 5.00%
Year that the rate reaches the ultimate trend rate 2011 2010

Assumed healthcare cost trend rates have a significant effect on the amounts reported for the healthcare plans. A one-percentage point change in
assumed healthcare cost trend rates would have the following effects:

1% increase 1% decrease

Effect on total service and interest cost $§ 2 $ (2
Effect on postretirement benefit obligation 37 (32)




The Company expects to contribute $264 million to its other postretirement benefit plans in 2006.
The following other postretirement benefits, which reflect expected future service, are expected to be paid.

(in millions) Medicare Part D (U.S.)
2006 $ 264 $ (27
2007 273 (30)
2008 280 (33)
2009 286 (35)
2010 285 (37)
2011-2015 1,340 (200)

NOTE 19: ACCUMULATED OTHER COMPREHENSIVE (LOSS) INCOME
The components of accumulated other comprehensive (loss) income, net of tax, at December 31, 2005, 2004 and 2003 were as follows:

(in millions) 2005 2004 2003
Accumulated unrealized holding (losses) gains related to available-for-sale securities ~ $  (8) § — $§ 1
Accumulated unrealized gains (losses) related to hedging activity 4 2) (15)
Accumulated translation adjustments 109 328 100
Accumulated minimum pension liability adjustments (572) (416) (334)
Total $(467) $ (90) $(238)

NOTE 20: STOCK OPTION AND COMPENSATION PLANS

The Company’s stock incentive plans consist of the 2005 Omnibus Long-Term Compensation Plan (the 2005 Plan), the 2000 Omnibus Long-Term
Compensation Plan (the 2000 Plan), and the 1995 Omnibus Long-Term Compensation Plan (the 1995 Plan). The Plans are administered by the
Executive Compensation and Development Committee of the Board of Directors.

Under the 2005 Plan, 11 million shares of the Company’s common stock may be granted to employees between January 1, 2005 and

December 31, 2014. This share reserve may be increased by: shares that are forfeited pursuant to awards made under the 1995 and 2000 Plans;
shares retained for payment of tax withholding; shares issued in connection with reinvestments of dividends and dividend equivalents; shares
delivered for payment or satisfaction of tax withholding; shares reacquired on the open market using option exercise price cash proceeds; and awards
that otherwise do not result in the issuance of shares. The 2005 Plan is substantially similar to and is intended to replace the 2000 Plan, which
expired on January 18, 2005. Stock options are generally non-qualified and are issued at prices not less than 100% of the per share fair market value
on the date of grant. Options granted under the 2005 Plan generally expire seven years from the date of grant, but may be forfeited or canceled earlier
if the optionee’s employment terminates prior to the end of the contractual term. The 2005 Plan also provides for Stock Appreciation Rights (SARs)

to be granted, either in tandem with options or freestanding. SARs allow optionees to receive payment equal to the increase in the Company’s stock
market price from the grant date to the exercise date. At December 31, 2005, no freestanding SARs were outstanding under the 2005 Plan.

Under the 2000 Plan, 22 million shares of the Company’s common stock were eligible for grant to a variety of employees between January 1, 2000
and December 31, 2004. The 2000 Plan is substantially similar to, and was intended to replace, the 1995 Plan, which expired on December 31, 1999.
Stock options are generally non-qualified and are at prices not less than 100% of the per share fair market value on the date of grant, and the options
generally expire ten years from the date of grant, but may expire sooner if the optionee’s employment terminates. The 2000 Plan also provides for
SARs to be granted, either in tandem with options or freestanding. At December 31, 2005, 47,138 freestanding SARs were outstanding under the
2000 Plan at option prices ranging from $23.25 to $62.44. Compensation expense recognized in 2005 on those freestanding SARs, the majority of
which had option prices less than the market value of the Company’s underlying common stock, was not material.

Under the 1995 Plan, 22 million shares of the Company’s common stock were eligible for grant to a variety of employees between February 1, 1995
and December 31, 1999. Stock options are generally non-qualified and are at prices not less than 100% of the per share fair market value on the date
of grant, and the options generally expire ten years from the date of grant, but may expire sooner if the optionee’s employment terminates. The 1995
Plan also provides for SARs to be granted, either in tandem with options or freestanding. At December 31, 2005, 249,665 freestanding SARs were
outstanding under the 1995 Plan at option prices ranging from $31.30 to $90.63.
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In addition, the 2005 Plan, the 2000 Plan, and the 1995 Plan provide for, but are not limited to, grants of unvested stock and performance awards.
Compensation expense recognized in 2005 for these awards, based on their fair value, was not material.

Further information relating to options is as follows:
Weighted-Average

Exercise
(Amounts in thousands, except per share amounts) Shares Under Option Range of Price Per Share Price Per Share
Outstanding on December 31, 2002 42,277 $25.92 - $92.31 $48.52
Granted 1,595 $22.58 - $38.85 $28.45
Exercised 392 $29.31 - $32.50 $31.28
Terminated, Canceled or Surrendered 3,931 $26.82 — $86.94 $44.49
Outstanding on December 31, 2003 39,549 $22.58 - $92.31 $48.30
Granted 800 $24.92 - $33.32 $30.18
Exercised 157 $22.58 - $31.30 $30.84
Terminated, Canceled or Surrendered 2,982 $22.58 - $75.66 $41.70
Outstanding on December 31, 2004 37,210 $22.58 - $92.31 $48.51
Granted 1,852 $22.03 - $31.57 $25.89
Exercised 389 $22.58 - $31.88 $30.68
Terminated, Canceled or Surrendered 2,630 $23.25-$83.19 $48.53
Outstanding on December 31, 2005 36,043
Exercisable on December 31, 2003 32,593 $22.58 - $92.31 $51.30
Exercisable on December 31, 2004 33,196 $22.58 — $92.31 $50.32
Exercisable on December 31, 2005 32,330 $22.58 - $92.31 $49.69

The table above excludes approximately 68 (in thousands) options granted by the Company in 2001 at an exercise price of $.05-$21.91 as part of an
acquisition. At December 31, 2005, approximately 8 (in thousands) stock options were outstanding in relation to this acquisition.

The following table summarizes information about stock options at December 31, 2005:

(Number of options in thousands) Options Outstanding Options Exercisable

Range of Exercise Prices Weighted-Average
At Less Remaining Weighted-Average Weighted-Average
Least  Than Options Contractual Life Exercise Price Options Exercise Price
$20 - $30 3,410 5.90 $26.29 1,244 $27.26
$30 - $40 17,371 473 $32.45 15,858 $32.45
$40 - $50 583 5.08 $41.71 567 $41.70
$50 - $60 1,717 4.11 $54.75 1,711 $54.75
$60 - $70 5,983 2.53 $65.44 5,971 $65.44
$70 - $80 4,650 1.04 $73.26 4,650 $73.26
Over $80 2,329 1.17 $89.94 2,329 $89.94

36,043 32,330

The weighted-average remaining contractual term and aggregate intrinsic value of all options outstanding at December 31, 2005 was 3.75 years and
negative $869,962 thousand, respectively. The weighted-average remaining contractual term and aggregate intrinsic value of all options exercisable
at December 31, 2005 was 3.49 and negative $850,122 thousand, respectively. The negative aggregate intrinsic value of all options outstanding and
exercisable, respectively, reflects the fact that the market price of the Company’s common stock as of December 31, 2005 was below the
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weighted-average exercise price of options. The total intrinsic value of options exercised during years ended December 31, 2005, 2004 and 2003 was
(in thousands) $1,238, $417, and $3,153, respectively.

As of December 31, 2005, there was $8.7 million of total unrecognized compensation cost related to unvested options. The cost is expected to be
recognized over a weighted-average period of 2.14 years.

The total fair value of shares vested during the years ended December 31, 2005, 2004 and 2003 was $16 million, $15 million and $20 million,
respectively.

Cash received for option exercises for the years ended December 31, 2005, 2004 and 2003 was $12 million, $5 million and $12 million, respectively.
The actual tax benefit realized for the tax deductions from option exercises was not material for 2005, 2004 or 2003.

NOTE 21: ACQUISITIONS
2005

Creo Inc.

On June 15, 2005, the Company completed the acquisition of Creo Inc. (Creo), a premier supplier of prepress and workflow systems used by
commercial printers around the world. The acquisition of Creo uniquely positions the Company to be the preferred partner for its customers, helping
them improve efficiency, expand their offerings and grow their businesses. The Company paid $954 million (excluding approximately $13 million in
transaction related costs), or $16.50 per share, for all of the outstanding shares of Creo. The Company used its bank lines to initially fund the
acquisition, which has been refinanced through the Company’s Secured Credit Facilities. Creo’s extensive solutions portfolio is now part of the
Company’s Graphic Communications Group segment.

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

Cash paid at closing $ 954
Estimated transaction costs 13
Total purchase price $ 967

Upon closing of an acquisition, the Company estimates the fair values of assets and liabilities acquired in order to consolidate the acquired balance
sheet. Given the time it takes to obtain pertinent information to finalize the acquired balance sheet, it is not uncommon for initial estimates to be
revised in subsequent quarters. The Company is currently in the process of finalizing the purchase price allocation with respect to the acquisition

of Creo and must complete (1) the final review of the independent third party valuation prepared, and (2) the allocation of the purchase price to the
proper tax jurisdictions, which will allow the Company to complete the final valuation of the deferred tax liability associated with the acquisition. The
purchase price allocation, including the allocation to the proper tax jurisdictions, will be completed in the second quarter of 2006. A preliminary
estimate of the deferred tax liability has been calculated and is included in the preliminary purchase price allocation, which is as follows:

At June 15, 2005 — (in millions):

Current assets $ 358
Intangible assets (including in-process R&D) 292
Other non-current assets (including PP&E) 191
Goodwill 462
Total assets acquired $1,303
Current liabilities $ 249
Non-current liabilities 87
Total liabilities assumed $ 336
Net assets acquired $ 967
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0f the $292 million of acquired intangible assets, approximately $36 million was assigned to in-process research and development assets that were
written off at the date of acquisition. Approximately $48 million was assigned to in-process research and development assets during the second
quarter of 2005, which was offset by a $12 million adjustment during the third quarter of 2005 due to a change in the third party valuation. These
amounts were determined by identifying research and development projects that had not yet reached technological feasibility and for which no
alternative future use existed. The value of the projects identified to be in progress was determined by estimating the future cash flows from the
projects once commercialized, less costs to complete development and discounting these net cash flows back to their present value. The discount
rate used for these research and development projects was 23%. The charges for the write-off were included as research and development costs in
the Company’s Consolidated Statement of Operations for the year ended December 31, 2005.

The remaining $256 million of intangible assets, which relate to developed technology, trademarks and customer relationships, have useful lives
ranging from six to eight years. The $462 million of gooduwill is assigned to the Company’s Graphic Communications Group segment. Because
the final purchase price allocation has not been completed, the deductibility for tax purposes of the goodwill balance, or any portion of the goodwill
balance, has not been determined.

As of the acquisition date, management began to assess and formulate restructuring plans at Creo. As of December 31, 2005, management has
completed its assessment and approved actions on some of the plans. Accordingly, the Company recorded a related liability of approximately

$27 million. This liability is included in the current liabilities amount reported above and represents restructuring charges related to Creo and net
assets acquired. As of December 31, 2005, management had not approved all plans and actions to be taken and, therefore, the Company was not
committed to specific actions. Accordingly, the amount related to future actions is not estimable and has not been recorded. However, once
management approves and commits the Company to the plans, the accounting for the restructuring charges will be reflected in the purchase
accounting as an increase to goodwill to the extent the actions relate to Creo and the net assets acquired. Refer to Note 16, “Restructuring Costs and
Other,” for further discussion of these restructuring charges.

Kodak Polychrome Graphics

On April 1, 2005, the Company completed its acquisition of Kodak Polychrome Graphics (KPG) through the redemption of Sun Chemical Corporation’s
50 percent interest in the joint venture. The transaction further established the Company as a leader in the graphic communications industry and
will complement the Company’s existing business in this market. Under the terms of the transaction, the Company redeemed all of Sun Chemical
Corporation’s shares in KPG by providing $317 million in cash (excluding $7 million in transaction costs) at closing and by entering into two notes
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 of approximately $395 million was recorded in the Company’s Consolidated Statement of Financial Position as of the
acquisition date and was presented as a non-cash investing activity in the Consolidated Statement of Cash Flows. KPG now operates within the
Company’s Graphic Communications Group segment.

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




Upon closing of an acquisition, the Company estimates the fair values of assets and liabilities acquired in order to consolidate the acquired balance
sheet. Given the time it takes to obtain pertinent information to finalize the acquired balance sheet, it is not uncommon for initial estimates to be
revised in subsequent quarters. The Company is currently in the process of finalizing the purchase price allocation with respect to the acquisition

of KPG and must complete (1) the final review of the independent third party valuation prepared, and (2) the allocation of the purchase price to the
proper tax jurisdictions, which will allow the Company to complete the final valuation of the deferred tax liability associated with the acquisition. The
purchase price allocation, including the allocation to the proper tax jurisdictions, will be completed in the first quarter of 2006. A preliminary estimate
of the deferred tax liability has been calculated and is included in the preliminary purchase price allocation, which is as follows:

At April 1, 2005 — (in millions):

Current assets $ 485
Intangible assets (including in-process R&D) 159
Other non-current assets (including PP&E) 189
Goodwill 218
Total assets acquired $ 1,051
Current liabilities $ 260
Non-current liabilities 72
Total liabilities assumed $ 332
Net assets acquired $ 719

0f the $159 million of acquired intangible assets, approximately $16 million was assigned to research and development assets that were written off
at the date of acquisition. This amount was determined by identifying research and development projects that had not yet reached technological
feasibility and for which no alternative future uses exist. The value of the projects identified to be in progress was determined by estimating the future
cash flows from the projects once commercialized, less costs to complete development and discounting these net cash flows back to their present
value. The discount rate used for these research and development projects was 22%. The charges for the write-off were included as research and
development costs in the Company’s Consolidated Statement of Operations for the year ended December 31, 2005.

The remaining $143 million of intangible assets, which relate to developed technology, trademarks and customer relationships, have useful lives
ranging from three to sixteen years. The $218 million of goodwill is assigned to the Company’s Graphic Communications Group segment. Because
the final purchase price allocation has not been completed, the deductibility for tax purposes of the goodwill balance, or any portion of the goodwill
balance, has not been determined.

As of the acquisition date, management began to assess and formulate restructuring plans at KPG. As of December 31, 2005, management has
completed its assessment and approved actions on some of the plans. Accordingly, the Company recorded a related liability of approximately

$5 million on those approved actions. This liability is included in the current liabilities amount reported above and represents restructuring

charges related to the net assets acquired. To the extent such actions related to the Company’s historical ownership in the KPG joint venture, the
restructuring charges will be reflected in the Company’s Consolidated Statement of Operations. As of December 31, 2005, management had not
approved all plans and actions to be taken and, therefore, the Company was not committed to specific actions. Accordingly, the amount related to
future actions is not estimable and has not been recorded. However, once management approves and commits the Company to the plans, the
accounting for the restructuring charges will be reflected in the purchase accounting as an increase to goodwill to the extent the actions relate to the
net assets acquired. Refer to Note 16, “Restructuring Costs and Other,” for further discussion of these restructuring charges.
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The unaudited pro forma combined historical results, as if KPG had been acquired at the beginning of 2005 and 2004, respectively, are
estimated to be:

(in millions, except per share data) 2005 2004
Net sales $14,707 $15,232
(Loss) earnings from continuing operations $ (1,428) $ 104
Basic net (loss) earnings per share

from continuing operations $ (4.96) $ .36
Diluted net (loss) earnings per share

from continuing operations $ (4.96) $ .36
Number of common shares used in:

Basic net (loss) earnings per share 2879 286.6

Diluted net (loss) earnings per share 287.9 286.8

The pro forma results include amortization of the intangible assets presented above, depreciation related to the fixed asset step-up, and the interest
expense related to acquisition-related debt, and exclude the write-off of research and development assets that were acquired.

Pro-forma Financial Information

The following unaudited pro forma financial information presents the combined results of operations of the Company and the Company’s significant
acquisitions since January 1, 2004, NexPress, KPG and Creo, as if the acquisitions had occurred as of the beginning of the periods presented. The
unaudited pro forma financial information is not intended to represent or be indicative of the consolidated results of operations or financial condition
of the Company that would have been reported had the acquisitions been completed as of the beginning of the periods presented, and should not be
taken as representative of the future consolidated results of operations or financial condition of the Company. Pro forma results were as follows for
the years ended December 31, 2005 and 2004

(in millions, except per share data) 2005 2004
Net sales $14,992 $15,987
(Loss) earnings from continuing operations $ (1,475) $ 29
Basic net (loss) earnings per share

from continuing operations $ (5.12) $ 10
Diluted net (loss) earnings per share

from continuing operations $ (512 $ 10
Number of common shares used in:

Basic net (loss) earnings per share 2879 286.6

Diluted net (loss) earnings per share 287.9 286.8

The pro forma results include amortization of the intangible assets presented above, depreciation related to the fixed asset step-up, and the interest
expense related to acquisition-related debt, and exclude the write-off of research and development assets that were acquired.

2004

NexPress-Related Entities

On May 1, 2004, the Company completed the purchase of Heidelberger Druckmaschinen AG’s (Heidelberg) 50 percent interest in NexPress Solutions
LLC, a 50/50 joint venture of Kodak and Heidelberg that makes high-end, on-demand digital color printing systems, and the equity of Heidelberg
Digital LLC, a leading maker of digital black-and-white variable-data printing systems. Kodak also announced the acquisition of NexPress GmbH, a
German subsidiary of Heidelberg that provides engineering and development support, and certain inventory, assets and employees of Heidelberg’s
regional operations or market centers. There was no cash consideration paid to Heidelberg at closing. Under the terms of the acquisition, Kodak and
Heidelberg agreed to use a performance-based earn-out formula whereby Kodak will make periodic payments to Heidelberg over a two-year period, if
certain sales goals are met. If all sales goals are met during the two calendar years ended December 31, 2005, the Company will pay a maximum of
$150 million in cash. None of these sales goals were met during the two calendar years ended December 31, 2005 and therefore, no amounts were
paid. Additional payments may also be made relating to the incremental sales of certain products in excess of a stated minimum number of units



sold during a five-year period following the closing of the transaction. This acquisition advances the Company’s strategy of diversifying its business
portfolio, and accelerates its participation in the digital commercial printing industry.

The following table summarizes the estimated fair value of the assets acquired and liabilities assumed at the date of acquisition. The purchase price
allocation is as follows:

At May 1, 2004 — (in millions)

Current assets $ 88
Intangible assets (including in-process R&D) 9

Other non-current assets (including PP&E) 37
Total assets acquired $§ 134
Current liabilities $ 65
Other non-current liabilities 6

Deferred taxes 33
Total liabilities assumed $ 104
Net assets acquired $ 30

The excess of fair value of acquired net assets over cost of $30 million represents negative goodwill and was recorded as a component of other
long-term liabilities in the Company’s Consolidated Statement of Financial Position.

As of the acquisition date, management began to assess and formulate plans to restructure the NexPress-related entities. As of December 31, 2005,
management had completed its assessment and approved actions on the plans. Accordingly, as of December 31, 2005, the related liability was

$6 million. This liability is included in the current liabilities amount reported above and represents restructuring charges related to the entities and
net assets acquired. To the extent such actions related to the Company’s historical ownership in the NexPress Solutions LLC joint venture, the

restructuring charges will be reflected in the Company’s Consolidated Statement of Operations. This amount was $1 million as of December 31, 2005.

China Lucky Film Co. Ltd.

On October 22, 2003, the Company announced that it signed a twenty-year agreement with China Lucky Film Corp. On February 10, 2004, the
Chinese government approved the Company’s acquisition of 20 percent of Lucky Film Co. Ltd. (Lucky Film), the largest maker of photographic film in
China, in exchange for total consideration of approximately $174 million. The total consideration of $174 million was composed of $90 million in cash,
$47 million in additional net cash to build and upgrade manufacturing assets, $30 million of contributed assets consisting of a building and
equipment, and $7 million for technical support and training that the Company will provide to Lucky Film. Under the twenty-year agreement, Lucky
Film will pay Kodak a royalty fee for the use of certain of the Company’s technologies as well as dividends on the Lucky Film shares that Kodak will
acquire. In addition, Kodak has obtained a twenty-year manufacturing exclusivity arrangement with Lucky Film as well as access to Lucky Film'’s
distribution network.

As the total consideration of $174 million will be paid through 2007, the amount was discounted to $171 million for purposes of the purchase
price allocation.

The preliminary purchase price allocation is as follows: (in millions)

Intangible assets $ 145
Investment in Lucky Film 42
Deferred tax liability (16)

$ 17

The acquired intangible assets consist of the manufacturing exclusivity agreement and the distribution rights agreement. In accordance with the
terms of the twenty-year agreement, the Company had acquired a 13 percent interest in Lucky Film as of March 31, 2004 and, therefore, $26 million
of the $42 million of value allocated to the 20 percent interest was recorded as of March 31, 2004. During 2005, the Company recorded an
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impairment charge of $19 million related to the investment in Lucky Film. The impairment was recognized as a result of an other-than-temporary
decline in the market value of Lucky Film’s stock. As a result, the value allocated to the 20 percent interest in Lucky Film has been adjusted to

$23 million and the corresponding value of the 13 percent interest has been adjusted to $14 million. The Company will record the $9 million of value
associated with the additional 7 percent interest in Lucky Film when it completes the acquisition of those shares in 2007. The Company’s interest in
Lucky Film is accounted for under the equity method of accounting, as the Company has the ability to exercise significant influence over Lucky Film’s
operating and financial policies.

Scitex Digital Printing (Renamed Versamark)

On January 5, 2004, the Company completed its acquisition of Scitex Digital Printing (SDP) from its parent for $252 million, inclusive of cash on hand
at closing which totaled approximately $13 million. This resulted in a net cash price of approximately $239 million, inclusive of transaction costs.
SDP is the leading supplier of high-speed, continuous inkjet printing systems, primarily serving the commercial and transactional printing sectors.
Customers use SDP’s products to print utility bills, banking and credit card statements, direct mail materials, as well as invoices, financial statements
and other transactional documents. SDP now operates under the name Kodak Versamark, Inc. The acquisition will provide the Company with
additional capabilities in the transactional printing and direct mail sectors while creating another path to commercialize proprietary inkjet technology.

The following table summarizes the estimated fair value of the assets acquired and liabilities assumed at the date of acquisition. The final purchase
price allocation is as follows:

At January 5, 2004 — (in millions)

Current assets $ 125
Intangible assets (including in-process R&D) 95
Other non-current assets (including PP&E) 47
Goodwill 17
Total assets acquired $ 284
Current liabilities $ 23
Other non-current liabilities 9
Total liabilities assumed $§ 32
Net assets acquired $ 252

0f the $95 million of acquired intangible assets, $9 million was assigned to research and development assets that were written off at the date of
acquisition. This amount was determined by identifying research and development projects that had not yet reached technological feasibility and for
which no alternative future uses exist. The value of the projects identified to be in progress was determined by estimating the future cash flows from
the projects once commercialized, less costs to complete development and discounting these net cash flows back to their present value. The discount
rate used for these three research and development projects was 17%. The charges for the write-off were included as research and development
costs in the Company’s Consolidated Statement of Operations for the year ended December 31, 2004.

The remaining $86 million of intangible assets, which relate to developed technology, customer relationships, and trade names, have useful lives
ranging from two to fourteen years. The $17 million of goodwill will be assigned to the Graphic Communications Group segment and is expected to be
deductible for tax purposes.

2003

PracticeWorks, Inc.

On October 7, 2003, Kodak acquired all of the outstanding shares of PracticeWorks, Inc. (PracticeWorks), a leading provider of dental practice
management software (DPMS) and digital radiographic imaging systems, for approximately $475 million in cash, inclusive of transaction costs.
Accordingly, Kodak also became the 100% owner of Paris-based subsidiary, Trophy Radiologie, S.A., a developer and manufacturer of dental digital
radiography equipment, which PracticeWorks acquired in December 2002. This acquisition will enable Kodak’s Health Group to offer its customers a
full spectrum of dental imaging products and services from traditional film to digital radiography and photography. Earnings from continuing
operations for 2003 include the results of PracticeWorks from the date of acquisition.



The following table summarizes the estimated fair value of the assets acquired and liabilities assumed at the date of acquisition and represents the
final allocation of the purchase price.

At October 7, 2003 — (in millions)

Current assets $ 52
Intangible assets (including in-process R&D) 179
Other non-current assets (including PP&E) 53
Goodwill 350
Total assets acquired $ 634
Current liabilities $ n
Long-term debt 23
Other non-current liabilities 65
Total liabilities assumed $ 159
Net assets acquired § 475

0f the $179 million of acquired intangible assets, $10 million was assigned to research and development assets that were written off at the date of
acquisition. This amount was determined by identifying research and development projects that had not yet reached technological feasibility and for
which no alternative future uses exist. As of the acquisition date, there were two projects that met these criteria. The value of the projects identified
to be in progress was determined by estimating the future cash flows from the projects once commercialized, less costs to complete development,
and discounting these net cash flows back to their present value. The discount rate used for these projects was 14%. The charges for the write-off
were included as research and development costs in the Company’s Consolidated Statement of Operations for the year ended December 31, 2003.

The remaining $169 million of intangible assets have useful lives ranging from three to eighteen years. The intangible assets that make up that
amount include customer relationships of $123 million (eighteen-year weighted-average useful life), developed technology of $44 million
(seven-year weighted-average useful life), and other assets of $2 million (three-year weighted-average useful life). As the acquisition was effected
through the Company’s purchase of PracticeWorks stock, the $350 million of goodwill is assigned to the Health Group segment and is not deductible
for tax purposes.

NOTE 22: DISCONTINUED OPERATIONS
The significant components of earnings from discontinued operations, net of income taxes, for 2005, 2004 and 2003 are as follows:

(dollar amounts in millions) 2005 2004 2003
Remote Sensing Systems earnings, net of tax $§ — $ 38 $§ 39
(Loss) gain on sale of RSS, net of tax (55) 439 —
Tax reserve reversals related to audit settlement for tax years 1993 — 1998 203 — —
Tax reserve reversals related to repurchase of certain properties — — 15
All other items, net 2 (2) 10
Earnings from discontinued operations, net of income taxes $ 150 $ 475 $ 64
2005

Earnings from discontinued operations for the year ended December 31, 2005 of approximately $150 million was due to the items discussed below.

During the fourth quarter of 2005, the Company was informed that the United States Congress Joint Committee on Taxation had approved, and the
Internal Revenue Service had signed, a settlement between the Company and the Internal Revenue Service concerning the audit of the tax years
1993-1998. As a result of the settlement, the Company was able to reverse certain tax accruals relating to the aforementioned years under audit.
The reversal of the tax accruals of approximately $203 million, which primarily relates to and which was established in 1994 in connection with the
sale of Sterling Winthrop Inc., the Company’s pharmaceutical, consumer health, and household products businesses during that year, was recognized
in earnings from discontinued operations for the year ended December 31, 2005.
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On August 13, 2004 the Company completed the sale of the assets and business of the Remote Sensing Systems operation, including the stock of
Kodak’s wholly owned subsidiary, Research Systems, Inc. (collectively known as RSS), to ITT Industries for $725 million in cash. As a result of the
sale of RSS, the Company transferred the related employees’ plan assets of the Company’s pension plan. This transfer was subject to a true-up
provision, which was completed in the fourth quarter of 2005 and resulted in a settiement loss of $54 million being recognized in earnings from
discontinued operations for the year ended December 31, 2005.

The contract with ITT also included a provision under which Kodak could receive up to $35 million in cash (the “Cash Amount”) from ITT depending on
the amount of pension plan assets that were ultimately transferred from Kodak’s defined benefit pension plan trust in the U.S. to ITT. The total amount
of assets that Kodak transferred to ITT was actuarially determined in accordance with the applicable sections under the Treasury Regulations and
ERISA (the “Transferred Assets”). The Cash Amount was equal to 50% of the amount by which the Transferred Assets exceed the maximum amount
of assets that would be required to be transferred in accordance with the applicable U.S. Government Cost Accounting Standards (the “CAS Assets”),
up to $35 million. Based on preliminary actuarial valuations, the estimated Cash Amount was approximately $30 million. Accordingly, the after-tax
gain from the sale of RSS included an estimated pre-tax amount of $30 million, representing the Company’s estimate of the Cash Amount that would
be received following the transfer of the pension plan assets to ITT. This amount was recorded in assets of discontinued operations in the Company’s
Consolidated Statement of Financial Position as of December 31, 2004. The actual Cash Amount received during the fourth quarter of 2005 was
approximately $29 million. Accordingly, the difference in the estimated Cash Amount and the actual Cash Amount received of approximately

$1 million was recorded in earnings from discontinued operations for the year ended December 31, 2005.

2004

On August 13, 2004, the Company completed the sale of the assets and business of the Remote Sensing Systems operation, including the stock of
Kodak’s wholly owned subsidiary, Research Systems, Inc. (collectively known as RSS), to ITT Industries for $725 million in cash. RSS, a leading
provider of specialized imaging solutions to the aerospace and defense community, was part of the Company’s commercial and government

systems’ operation within the Digital & Film Imaging Systems segment. Its customers include NASA, other U.S. government agencies, and aerospace
and defense companies. The sale was completed on August 13, 2004. RSS had net sales for the years ended December 31, 2004 and 2003 of
approximately $312 million and $424 million, respectively. RSS had earnings before taxes for the years ended December 31, 2004 and 2003 of
approximately $44 million and $66 million, respectively.

The sale of RSS resulted in an after-tax gain of approximately $439 million. The after-tax gain excluded the ultimate impact from the settlement loss
that was incurred in connection with the Company’s pension plan of approximately $55 million, as this amount was not recognizable until the final
transfer of plan assets occurred, which was in the fourth quarter of 2005.

The contract with ITT included a provision under which Kodak could receive up to $35 million in cash (the “Cash Amount”) from ITT depending on the
amount of pension plan assets that were ultimately transferred from Kodak’s defined benefit pension plan trust in the U.S. to ITT. The total amount
of assets that Kodak transferred to ITT was actuarially determined in accordance with the applicable sections under the Treasury Regulations and
ERISA (the “Transferred Assets”). The Cash Amount was equal to 50% of the amount by which the Transferred Assets exceed the maximum amount
of assets that would be required to be transferred in accordance with the applicable U.S. Government Cost Accounting Standards (the “CAS Assets”),
up to $35 million. Based on preliminary actuarial valuations, the estimated Cash Amount was approximately $30 million. Accordingly, the after-tax
gain from the sale of RSS included an estimated pre-tax amount of $30 million, representing the Company’s estimate of the Cash Amount that would
be received following the transfer of the pension plan assets to ITT. This amount was recorded in assets of discontinued operations in the Company’s
Consolidated Statement of Financial Position as of December 31, 2004.

Earnings from discontinued operations for the years ended December 31, 2004 and 2003 of approximately $36 million (excluding the $439 million
RSS after-tax gain) and $64 million, respectively, were net of provisions for income taxes of $6 million and $10 million, respectively.

2003

During the three month period ended March 31, 2003, the Company repurchased certain properties that were initially sold in connection with the
1994 divestiture of Sterling Winthrop Inc., which represented a portion of the Company’s non-imaging health businesses. The repurchase of these
properties allows the Company to directly manage the environmental remediation that the Company is required to perform in connection with those
properties, which will result in better overall cost control (see Note 11, “Commitments and Contingencies”). In addition, the repurchase eliminated the
uncertainty regarding the recoverability of tax benefits associated with the indemnification payments that were previously being made to the
purchaser. Accordingly, the Company reversed a tax reserve of approximately $15 million through earnings from discontinued operations in the
accompanying Consolidated Statement of Operations for the twelve months ended December 31, 2003, which was previously established through
discontinued operations.

During the three month period ended March 31, 2003, the Company received cash relating to the favorable outcome of litigation associated with
the 1994 sale of Sterling Winthrop Inc. The related gain of $19 million was recognized in loss from discontinued operations in the Consolidated
Statement of Operations for the year ended December 31, 2002. The cash receipt is reflected in the net cash provided by (used in) discontinued
operations component in the accompanying Consolidated Statement of Cash Flows for the year ended December 31, 2003.



During the fourth quarter of 2003, the Company recorded a net of tax credit of $7 million through discontinued operations for the reversal of an
environmental reserve, which was primarily attributable to positive developments in the Company’s remediation efforts relating to a formerly owned
manufacturing site in the U.S. In addition, during the fourth quarter of 2003, the Company reversed state income tax reserves of $3 million, net of tax,
through discontinued operations due to the favorable outcome of tax audits in connection with a formerly owned business.

NOTE 23: SEGMENT INFORMATION

Current Segment Reporting Structure

As of and for the year ended December 31, 2005, the Company had three reportable segments aligned based on aggregation of similar products and
services: Digital & Film Imaging Systems (D&FIS); Health Group; and Graphic Communications Group. The balance of the Company’s operations,
which individually and in the aggregate do not meet the criteria of a reportable segment, are reported in All Other. A description of the segments is
as follows:

Digital & Film Imaging Systems Segment: The D&FIS segment provides consumers, professionals and cinematographers with digital and
traditional products and services. D&FIS digital products and services include digital capture, kiosks, home printing systems and digital imaging
services. D&FIS traditional products and services include consumer and professional film, photographic paper and photofinishing, aerial and industrial
film, and entertainment products and services.

Health Group Segment: The Health Group segment provides digital medical imaging and information products, and systems and solutions, which
are key components of sales and earnings growth. These include laser imagers, digital print films, computed and digital radiography systems,

dental radiographic imaging systems, dental practice management software, advanced picture-archiving and communications systems (PACS),

and healthcare information systems (HCIS). Products of the Health Group segment also include traditional analog medical films, chemicals, and
processing equipment. Kodak’s history in traditional analog imaging has made it a leader in this area and has served as the foundation for building its
important digital imaging business. The Health Group segment serves the general radiology market and specialty health markets, including dental,
mammography, orthopedics and oncology. The segment also provides molecular imaging for the biotechnology research market.

Graphic Communications Group Segment: The Graphic Communications Group segment is composed of the Company’s equity investments in KPG
(Kodak’s 50/50 joint venture with Sun Chemical) prior to its acquisition in April 2005; the results of KPG subsequent to the acquisition in April 2005;
the results of Creo Inc., a premier supplier of prepress and workflow systems used by commercial printers worldwide, which was acquired in June
2005; NexPress Solutions, Inc., a producer of digital color and black and white printing solutions, which was acquired in May 2004; the results of
Scitex Digital Printing, a provider of continuous inkjet technology, which was acquired in January 2004 and has since been renamed Kodak
Versamark; and the results of Encad, Inc., a maker of wide-format inkjet printers, inks and media. Kodak’s Document Product and Services
organization, which includes market-leading production and desktop document scanners, microfilm, worldwide service and support and business
process services operations, is also part of this segment.

The Graphic Communications Group segment serves a variety of customers in the creative, in-plant, data center, commercial printing, packaging,
newspaper and digital service bureau market segments with a range of software, media and hardware products that provide customers with a variety
of solutions for prepress equipment, workflow software, digital and traditional printing, document scanning and multi-vendor IT services.

All Other: All Other is composed of Kodak’s display and components business for image sensors and other small, miscellaneous businesses. It also
includes development initiatives in consumer inkjet technologies.

Transactions between segments, which are immaterial, are made on a basis intended to reflect the market value of the products, recognizing
prevailing market prices and distributor discounts. Differences between the reportable segments’ operating results and assets and the
Company’s consolidated financial statements relate primarily to items held at the corporate level, and to other items excluded from segment
operating measurements.

No single customer represented 10% or more of the Company’s total net sales in any period presented.

During the fourth quarter of 2005, the Company changed its methodology for allocating post employment benefit costs for retirees to the segments to
which these costs are primarily attributable. Prior period results have been adjusted to reflect this change in methodology.
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This reallocation (decreased) increased segment earnings (losses) from continuing operations before interest, other income (charges) net, and income
taxes as follows:

(in millions) 2004 2003
Digital & Film Imaging Systems $ (27) $ (30
Health Group 17 21
Graphic Communications Group 1 4
All Other 9 5
Consolidated impact § — $§ —

The reallocation also had insignificant impacts on the line items comprising the consolidated and segment earnings (losses) from continuing
operations before interest, other income (charges), net and income taxes, as amounts were reclassified between the (1) cost of goods sold, (2) selling,
general and administrative expenses, and (3) research and development costs expense lines.
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Segment financial information is shown below. Prior period results have been restated to conform to the current period segment reporting structure.

(in millions) 2005 2004 2003
Net sales from continuing operations:
Digital & Film Imaging Systems $ 8,460 $ 9,366 $ 9415
Health Group 2,655 2,686 2,431
Graphic Communications Group 2,990 1,343 967
All Other 163 122 96
Consolidated total $14,268 $ 13,517 $12,909
Earnings (losses) from continuing operations before
interest, other income (charges), net, and income taxes:
Digital & Film Imaging Systems $ 362 $ 598 $ 427
Health Group 354 452 497
Graphic Communications Group 1 (39) 82
All Other (177) (191) (93)
Total of segments 540 820 913
Strategic asset impairments — — (3)
Impairment of Burrell Companies’ net assets — — 9)
Restructuring costs and other (1,118) (901) (552)
Donation to technology enterprise — — (8)
GE settlement — — (12)
TouchPoint settlement — (6) —
Patent infringement claim settlement — — (14)
Prior year acquisition settlement — — (14)
Legal settlements (21) — (8)
Environmental reserve reversal — — 9
Consolidated total $ (599) $ (87 $ 302
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(in millions) 2005 2004 2003
Net earnings (losses) from continuing operations:
Digital & Film Imaging Systems $ 212 520 370
Health Group 196 366 415
Graphic Communications Group 9) (8) 35
All Other (98) (163) (95)
Total of segments 301 715 725
Strategic asset and venture investment impairments — — (7
Impairment of Burrell Companies’ net assets — — 9)
Lucky Film impairment (19) — —
Restructuring costs and other (1,118) (901) (552)
Asset impairment (25) — —
Property sales 4 — —
Donation to technology enterprise — — (8)
GE settlement — — (12)
TouchPoint settlement — (6) —
Sun Microsystems settlement — 92 —
Patent infringement claim settlement — — (14)
Prior year acquisition settlement — — (14)
Legal settlements (21) 9 (8)
Environmental reserve reversal — — 9
Interest expense (211) (168) (147)
Other corporate items 18 12 1
Tax on Infotonics contribution (6) — —
Tax benefit — contribution of patents — — 13
Income tax effects on above items and taxes not allocated to segments (415) 328 202
Consolidated total $ (1,455) 81 189




(in millions) 2005 2004 2003
Segment total assets:
Digital & Film Imaging Systems $ 7070 $ 8,458 $ 9,129
Health Group 2,404 2,647 2,598
Graphic Communications Group 3,543 1,638 1,011
All Other 139 98 12
Total of segments 13,156 12,841 12,750
LIFO inventory reserve (291) (330) (368)
Cash and marketable securities 1,680 1,258 1,261
Deferred income tax assets 550 1,077 1,034
Assets of discontinued operations — 30 137
Other corporate assets/(reserves) (174) (139) 32
Consolidated total assets $ 14,921 $14,737 $14,846
Intangible asset amortization expense from continuing operations:
Digital & Film Imaging Systems $ 36 $ 3 $ 17
Health Group 25 24 11
Graphic Communications Group 57 12 —
All Other 3 — —
Consolidated total $ 121 $ 67 $§ 28
Depreciation expense from continuing operations:
Digital & Film Imaging Systems $ 872 $ 698 $ 656
Health Group 180 149 108
Graphic Communications Group 209 104 65
All Other 20 13 10
Consolidated total $ 1,281 $ 964 $ 839
Capital additions from continuing operations:
Digital & Film Imaging Systems $ 250 $ 307 $ 377
Health Group 58 75 81
Graphic Communications Group 122 50 33
All Other 42 28 6
Consolidated total $ 472 $ 460 $§ 497
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(in millions) 2005 2004 2003
Net sales to external customers attributed to ™:
The United States $ 6,156 $ 5,756 $ 5,450
Europe, Middle East and Africa $ 4148 $ 3,926 $ 3,794
Asia Pacific 2,554 2,482 2,347
Canada and Latin America 1,410 1,353 1,318
Foreign countries total $ 8112 $ 7761 $ 7459
Consolidated total $14,268 $ 13,517 $12,909
(1) Sales are reported in the geographic area in which they originate.
Property, plant and equipment, net located in:
The United States $ 2,343 $ 2,838 $ 3,175
Europe, Middle East and Africa $ 564 $ 64 $ 733
Asia Pacific 685 822 920
Canada and Latin America 186 211 223
Foreign countries total $ 1,435 $ 1,674 $ 1,876
Consolidated total $ 3,778 $ 4,512 $ 5,051




New Kodak Operating Model and Change in Reporting Structure

As of and for the year ended December 31, 2005, the Company reported financial information for three reportable segments (Digital & Film Imaging
Systems, Health Group, and Graphic Communications Group) and All Other. However, in September of 2005, the Company announced the realignment
of its operations to accelerate growth in the commercial, consumer and health markets. The move is designed to enhance the Company’s operational
performance and to accelerate profitable growth. In connection with the realignment, the Company’s new reporting structure will be implemented
beginning in the first quarter of 2006 as outlined below:

Consumer Digital Imaging Group Segment: The Consumer Digital Imaging Group segment encompasses digital capture, kiosks, home printing
systems, business development, inkjet systems, digital imaging services and imaging sensors. This segment provides consumers, professionals and
cinematographers with digital products and services.

Film and Photofinishing Systems Group Segment: The Film and Photofinishing Systems Group segment encompasses consumer and professional
film, photographic paper and photofinishing, aerial and industrial film, and entertainment products and services. This segment provides consumers,
professionals and cinematographers with traditional products and services.

Health Group Segment: There are no changes to the Health Group segment. The Health Group segment provides digital medical imaging and
information products, and systems and solutions, which are key components of sales and earnings growth. These include laser imagers, digital

print films, computed and digital radiography systems, dental radiographic imaging systems, dental practice management software, advanced
picture-archiving and communications systems (PACS), and healthcare information systems (HCIS). Products of the Health Group segment also
include traditional analog medical films, chemicals, and processing equipment. Kodak’s history in traditional analog imaging has made it a leader in
this area and has served as the foundation for building its important digital imaging business. The Health Group segment serves the general radiology
market and specialty health markets, including dental, mammography, orthopedics and oncology. The segment also provides molecular imaging for
the biotechnology research market.

Graphic Communications Group Segment: As of January 1, 2006, the Graphic Communications Group segment consists of Kodak Polychrome
Graphics LLC (KPG), a leader in the graphic communications industry; Creo Inc., a premier supplier of prepress and workflow systems used by
commercial printers worldwide; NexPress Solutions, Inc., a producer of digital color and black and white printing solutions; Kodak Versamark, Inc., a
provider of continuous inkjet technology; and Encad, Inc., a maker of wide-format inkjet printers, inks and media. Kodak’s Document Products and
Services organization, which includes market-leading production and desktop document scanners, microfilm, worldwide service and support and
business process services operations, is also part of this segment.

All Other All Other is composed of Kodak's display and components business for image sensors and other small, miscellaneous businesses. Effective
January 1, 2006, the development initiatives in consumer inkjet technologies will be reported within the Consumer Digital Imaging Group segment.

Additionally, effective January 1, 2006, the Company will change its cost allocation methodologies related to distribution costs, indirect selling, general
and administrative expenses, and Corporate research and development costs.
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NOTE 24: QUARTERLY SALES AND EARNINGS DATA — UNAUDITED

(in millions, except per share data) 4th Qtr. 3rd Qtr. 2nd Qtr. 1st Qtr.
2005
Net sales from continuing operations 4,197 $ 3,553 $ 3,686 $ 2832
Gross profit from continuing operations " 971 926 1,055 699
Loss from continuing operations (134)® (1,039) @ (141)® (141)@
Earnings from discontinued operations (" 148 1 — 1
Cumulative effect of accounting change ¥ (57) — — —
Net loss (43) (1,038) (141) (140)
Basic and diluted net (loss) earnings per share (%
Continuing operations (.47) (3.62) (.49) (.49)
Discontinued operations 52 .01 — —
Cumulative effect of accounting change, net (.20) — — —
Total (.15) (3.61) (.49) (.49)
2004
Net sales from continuing operations 3,759 $ 3374 $ 3464 $ 2920
Gross profit from continuing operations " 975 1,071 1,092 797
(Loss) earnings from continuing operations (58) 10 120 190 8®
(Loss) earnings from discontinued operations (" (1) 446 17 13
Net (loss) earnings (59) 458 136 21
Basic net (loss) earnings per share (2
Continuing operations (.20) .04 42 .03
Discontinued operations — 1.56 .06 .04
Total (.20) 1.60 48 .07
Diluted net (loss) earnings per share ('?
Continuing operations (.20) .04 40 .03
Discontinued operations — 1.56 .06 .04
Total (.20) 1.60 46 .07




(1) Gross profit amounts have been adjusted to reflect reallocation of certain benefit costs. See Note 23, “Segment Information” for further information.

(2) Includes $206 million ($91 million included in cost of goods sold and $115 million included in restructuring costs and other) of restructuring charges, which
increased net loss by $149 million.

(3) Includes $339 million ($86 million included in cost of goods sold and $253 million included in restructuring costs and other) of restructuring charges, which
reduced net earnings by $240 million; $64 million of purchased R&D, which increased net loss by $39 million; $19 million of strategic asset impairment charges
related to Lucky Film, which increased net loss by $19 million; and a $13 million gain on the sale of properties, which reduced net loss by $11 million.

(4) Includes $278 million ($115 million included in cost of goods sold and $163 million included in restructuring costs and other) of restructuring charges, as well as
the reversal of tax benefits recognized earlier in the year resulting from the valuation allowance on deferred tax assets in the U.S. established in the third quarter,
which increased net loss by $363 million; $12 million of credits related to purchased R&D recorded in the second quarter, which reduced net loss by $2 million;
$21 million of asset impairment charges, which increased net loss by $12 million; and a gain of $28 million related to a sale of property in the UK, which reduced
net loss by $28 million.

(5) Includes $295 million ($136 million included in cost of goods sold and $159 million included in restructuring costs and other) of restructuring charges, which
increased net loss by $268 million; $4 million of asset impairment charges, which increased net loss by $4 million; and $21 million (included in SG&A) related to
charges for unfavorable legal settlements, which increased net loss by $21 million.

(6) Includes $78 million ($24 million included in cost of goods sold and $54 million included in restructuring costs and other) of restructuring charges, which reduced
net earnings by $56 million; and $9 million of purchased R&D, which reduced net earnings by $6 million.

(7) Includes $168 million ($34 million included in cost of goods sold and $134 million included in restructuring costs and other) of restructuring charges, which
reduced net earnings by $107 million.

(8) Includes $264 million ($37 million included in cost of goods sold and $227 million included in restructuring costs and other) of restructuring charges, which
reduced net earnings by $202 million; and $6 million of purchased R&D, which reduced net earnings by $4 million.

(9) Includes the gain on the sale of RSSto ITT.

(10) Includes $391 million ($111 million included in cost of goods sold and $280 million included in restructuring costs and other) of restructuring and impairment
charges, which increased net loss by $262 million; and $6 million (included in SG&A) related to a charge for a legal settlement, which increased net loss by
$4 million. Also includes the benefit of two favorable legal settlements of $101 million (included in other income (charges), net), which reduced net loss by
$63 million.

(11) Refer to Note 22, “Discontinued Operations” for a discussion regarding earnings (loss) from discontinued operations.

(12) Each quarter is calculated as a discrete period and the sum of the four quarters may not equal the full year amount. The Company’s diluted net (loss) earnings
per share in the above table includes the effect of contingent convertible debt instruments, which had no material impact on the Company’s diluted earnings
per share.

(13) Refer to Note 1, “Significant Accounting Policies” for a discussion regarding a change in accounting principle relating to the adoption of FIN 47 during the fourth
quarter of 2005.

Changes in Estimates Recorded During the Fourth Quarter December 31, 2005

During the fourth quarter ended December 31, 2005, the Company recorded approximately $25 million, net of tax, related to changes in estimate
with respect to certain of its employee benefit and compensation accruals. These changes in estimates negatively impacted the results for the fourth
quarter by $.09 per share.
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(in millions, except per share data, shareholders, and employees) 2005 2004 2003 2002 2001
Net sales from continuing operations $ 14,268 $ 13,517 $ 12,909 $ 12,549 $ 12,976
(Loss) earnings from continuing

operations before interest, other income

(charges), net, and income taxes (599) (87) 302 1,168 319
(Loss) earnings from:

Continuing operations (1,455) 81@ 189 @ 761 @ 61©®

Discontinued operations 150 © 475 © 64 © 9 15

Cumulative effect of accounting change (57) — — — —
Net (Loss) Earnings (1,362) 556 253 770 76
Earnings and Dividends
(Loss) earnings from continuing operations

— % of net sales from continuing operations (10.2)% 0.6% 1.5% 6.1% 0.5%
Net (loss) earnings

— % return on average shareholders’ equity (47.1)% 15.7% 8.4% 27.2% 2.4%
Basic and diluted (loss) earnings per share:

Continuing operations (5.05) .28 .66 2.61 .21

Discontinued operations 52 1.66 22 .03 .05

Cumulative effect of accounting change (-20) — — — —

Total (4.73) 1.94 .88 2.64 .26
Cash dividends declared and paid

— on common shares 144 143 330 525 643

— per common share 50 .50 115 1.80 2.21
Common shares outstanding at year end 287.2 286.7 286.6 285.9 290.9
Shareholders at year end 75,619 80,426 85,712 89,988 91,893
Statement of Financial Position Data
Working capital 292 658 197 (968) (737)
Property, plant and equipment, net 3,778 4,512 5,051 5,378 5,618
Total assets 14,921 14,737 14,846 13,494 13,362
Short-term borrowings and current portion of long-term debt 819 469 946 1,442 1,534
Long-term debt, net of current portion 2,764 1,852 2,302 1,164 1,666
Total shareholders’ equity 1,967 3,820 3,245 2,777 2,894
Supplemental Information
(all amounts are from continuing operations)
Net sales from continuing operations

— D&FIS $ 8460 $ 9,366 $§ 9415 $ 9,161 $ 9,565

— Health Group 2,655 2,686 2,431 2,274 2,262

— Graphic Communications Group 2,990 1,343 967 724 786

— All Other 163 122 96 390 363
Research and development costs 892 836 760 757 777
Depreciation 1,281 964 839 813 760
Taxes (excludes payroll, sales and excise taxes) 798 (100) 4 268 142
Wages, salaries and employee benefits 3,941 4,188 3,960 3,906 3,744
Employees at year end

—inthe U.S. 25,500 29,200 33,800 37,900 40,900

— worldwide 51,100 54,800 62,300 68,900 74,000




(1) Includes $1,118 million of restructuring charges; $52 million of purchased R&D; $44 million for charges related to asset impairments; $41 million of income
related to the gain on the sale of properties in connection with restructuring actions; $21 million for unfavorable legal settlements and a $6 million tax charge
related to a change in estimate with respect to a tax benefit recorded in connection with a land donation in a prior period. These items increased net loss by
$1,080 million. Also included is a valuation allowance of $1,081 million recorded against the Company’s net deferred tax assets in the U.S.

(2) Includes $889 million of restructuring charges; $16 million of purchased R&D; $12 million for a charge related to asset impairments and other asset write-offs;
and a $6 million charge for a legal settiement Also includes the benefit of two legal settlements of $101 million. These items reduced net earnings by
$609 million.

(3) Includes $552 million of restructuring charges; $31 million of purchased R&D; $7 million for a charge related to asset impairments and other asset write-offs;
a $12 million charge related to an intellectual property settlement; $14 million for a charge connected with the settlement of a patent infringement claim;
$14 million for a charge connected with a prior-year acquisition; $9 million for a charge to write down certain assets held for sale following the acquisition of the
Burrell Companies; $8 million for a donation to a technology enterprise; an $8 million charge for legal settlements; a $9 million reversal for an environmental
reserve; and a $13 million tax benefit related to patent donations. These items reduced net earnings by $441 million.

(4) Includes $143 million of restructuring charges; $29 million reversal of restructuring charges; $50 million for a charge related to asset impairments and other
asset write-offs; and a $121 million tax benefit relating to the closure of the Company’s PictureVision subsidiary, the consolidation of the Company’s
photofinishing operations in Japan, asset write-offs and a change in the corporate tax rate. These items improved net earnings by $7 million.

(5) Includes $672 million of restructuring charges; $42 million for a charge related to asset impairments associated with certain of the Company’s
photofinishing operations; $15 million for asset impairments related to venture investments; $41 million for a charge for environmental reserves; $77 million
for the Wolf bankruptcy; a $20 million charge for the Kmart bankruptcy; $18 million of relocation charges related to the sale and exit of a manufacturing facility;
an $11 million tax benefit related to a favorable tax settlement; and a $20 million tax benefit representing a decline in the year-over-year effective tax rate.
These items reduced net earnings by $590 million.

(6) Refer to Note 22, “Discontinued Operations” for a discussion regarding the earnings from discontinued operations.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON
ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM SA. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

The Company maintains disclosure controls and procedures that are designed to ensure that information required to be disclosed in the Company’s
reports under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and
that such information is accumulated and communicated to management, including the Company’s Chief Executive Officer and Chief Financial Officer,
as appropriate, to allow timely decisions regarding required disclosure. The Company’s management, with participation of the Company’s Chief
Executive Officer and Chief Financial Officer, has evaluated the effectiveness of the Company’s disclosure controls and procedures as of the end of
the fiscal year covered by this Annual Report on Form 10-K. As described below under “Management’s Report on Internal Control Over Financial
Reporting,” the Company continues to report a material weakness in the internal control over financial reporting as of December 31, 2005. The
Company’s Chief Executive Officer and Chief Financial Officer have concluded that, as of the end of the period covered by this Annual Report on Form
10-K, the Company’s disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) were not effective as
a result of the reported material weakness.

Management’s Report on Internal Control Over Financial Reporting

The management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting. The Company’s
internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the

preparation of financial statements for external purposes in accordance with generally accepted accounting principles in the United States of America.
The Company’s internal control over financial reporting includes those policies and procedures that: (i) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the Company; (ii) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles in
the United States of America, and that receipts and expenditures of the Company are being made only in accordance with authorizations of
management and directors of the Company; and (jii) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use or disposition of the Company’s assets that could have a material effect on the financial statements.

Internal control over financial reporting cannot provide absolute assurance of achieving financial reporting objectives because of its inherent
limitations. Internal control over financial reporting is a process that involves human diligence and compliance and is subject to lapses in judgment
or breakdowns resulting from human failures. Internal control over financial reporting also can be circumvented by collusion or improper
management override. Because of such limitations, there is a risk that material misstatements may not be prevented or detected on a timely basis
by internal control over financial reporting. However, these inherent limitations are known features of the financial reporting process. Therefore, it
is possible to design into the process safeguards to reduce, though not eliminate, this risk. Because of its inherent limitations, internal control over
financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to
the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate.

Management assessed the effectiveness of the Company’s internal control over financial reporting as of December 31, 2005. In making this
assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in “Internal
Control-Integrated Framework.” Management excluded Kodak Polychrome Graphics (KPG) and Creo Inc. from its assessment of internal control over
financial reporting as of December 31, 2005 because they were acquired by the Company in purchase business combinations during 2005. KPG

and Creo Inc. are wholly owned subsidiaries of the Company that represent 9% and 8%, respectively, of consolidated total assets and 9% and 3%,
respectively, of consolidated revenue as of and for the year ended December 31, 2005.

Based on management’s assessment using the COSO criteria, management has concluded that the Company did not maintain effective internal
control over financial reporting as of December 31, 2005 as a result of a material weakness in internal controls as described below.

A material weakness is a control deficiency, or combination of control deficiencies, that results in more than a remote likelihood that a material
misstatement of the annual or interim financial statements will not be prevented or detected.

As of December 31, 2005, management has concluded that the controls surrounding the completeness and accuracy of the Company’s deferred
income tax valuation allowance account were ineffective. Specifically, certain incorrect assumptions were made with respect to certain deferred
income tax valuation allowance computations that were not detected in the related review and approval process. This control deficiency resulted in
audit adjustments to the 2005 consolidated financial statements. In addition, this control deficiency, if unremediated, could result in a misstatement



of the deferred income tax valuation allowance account and the related provision for income taxes that would result in a material misstatement of the
annual or interim financial statements that might not be prevented or detected. Accordingly, management has concluded that this control deficiency
constitutes a material weakness.

The Company’s independent registered public accounting firm has audited management’s assessment of the effectiveness of the Company’s internal
control over financial reporting as of December 31, 2005, as stated in their report which appears on page 64 of this Form 10-K under the heading,
Report of Independent Registered Public Accounting Firm.

Changes in Internal Control over Financial Reporting

As disclosed in the Company’s 2004 Annual Report on Form 10-K, and in its Quarterly Reports on Form 10-Q for each of the first three quarters of
2005, the Company reported material weaknesses in the Company’s internal controls surrounding the accounting for income taxes and in its internal
controls surrounding the accounting for pension and other postretirement benefit plans. In addition, in the Company’s Quarterly Report on Form 10-Q
for the three and nine-month periods ended September 30, 2005, the Company also reported a material weakness in its internal controls surrounding
the preparation and review of spreadsheets that include new or changed formulas.

As of December 31, 2005, the Company has remediated the previously reported material weaknesses in internal control over financial reporting
related to the accounting for pension and other postretirement benefit plans and related to the preparation and review of spreadsheets that include
new or changed formulas. With the help of external advisors (other than the Company’s independent registered public accounting firm), the following
remedial actions have been undertaken:

Accounting for Pension and Other Postretirement Benefit Plans
e Aroot cause analysis was performed on all control deficiencies. Using the results of this analysis, new processes and procedures, with
appropriate controls, were developed, documented and implemented in the third quarter of 2005 and followed in the third and fourth quarters
of 2005 for all of the relevant processes that are critical to the Company’s quarterly and annual reporting requirements, as well as the annual
actuarial valuations for the Company’s pension and other postretirement benefit plans.
e |n the third quarter of 2005, the Company developed and rolled out clearly defined and enhanced roles and responsibilities across the Finance,
Human Resource, Information Technology, and Global Shared Services functions for those individuals with responsibilities in this area.
¢ The Company completed its implementation and roll-out of a global IT system which will enable the tracking of benefit arrangements,
collection of census and funding data, assumption-setting and journal entries that are critical to the actuarial valuation and accounting for
pension and other postretirement benefit plans.
¢ The Company developed a detailed training protocol, which has been rolled out to the appropriate personnel in the respective functions.
Topics covered in the sessions include accounting for pension and other postretirement benefit plans, training on the newly developed
processes, procedures, controls and the global IT system, and Sections 302 and 404 of the Sarbanes-Oxley Act of 2002.
e Existing regional resources that have consistently demonstrated strong benefits valuation and reporting knowledge have been identified to
provide first-level support to their regional colleagues.
e In preparation for the upcoming annual actuarial valuations, an extensive review of census data quality was undertaken for all material pension
and other postretirement benefit plans.
In the third and fourth quarters of 2005, the Company has undertaken and completed, as appropriate, its testing to validate compliance with the newly
implemented policies, procedures and controls. The Company has undertaken this testing over these two quarters so as to be able to demonstrate
operating effectiveness over a period of time that is sufficient to support its conclusion. In reviewing the results from this testing, management has
concluded that the internal controls over the accounting for pension and other postretirement benefit plans have been significantly improved and that
the above referenced material weakness in internal controls over financial reporting has been remediated as of December 31, 2005.

Preparation and Review of Spreadsheets that Include New or Changed Formulas
e With respect to the specific restructuring spreadsheet that produced the issue, the Company has enhanced the template by:
— “locking” cells containing predetermined formulas
— creating exception reporting for items such as individual severance amounts over predetermined dollar thresholds or termination dates that
extend beyond a predetermined time horizon, and
- pre-formatting the spreadsheet to include ratios and analytics.

e With respect to overall spreadsheet controls, the Corporate Controller has issued, on a Company-wide basis, a memo reinforcing the
Company’s outlined and expected controls surrounding spreadsheets

In the fourth quarter of 2005, the Company has undertaken and completed, as appropriate, its testing to validate compliance with the newly
implemented policies, procedures and controls. The Company has undertaken this testing in order to demonstrate operating effectiveness over a
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period of time that is sufficient to support its conclusion. In reviewing the results from this testing, management has concluded that the internal
controls over the preparation and review of spreadsheets that include new or changed formulas has been significantly improved and that the above
referenced material weakness in internal controls over financial reporting has been remediated as of December 31, 2005.

Remediation Efforts on the Internal Controls Surrounding the Accounting for Income Taxes

During the year ended December 31, 2005 the Company has made significant progress in executing the remediation plans that were established to
address the material weakness in its internal controls surrounding the accounting for income taxes. This resulted in material improvements in the
Company’s internal control over financial reporting. With the help of external advisors (other than the Company’s independent registered public
accounting firm), the following remedial actions have been undertaken:

e Effective July 11,2005 and August 1, 2005, the Company hired a new Chief Tax Officer and Tax Accounting Controller, respectively.

e Aroot cause analysis was performed on all control deficiencies. Using the results of this analysis, new processes and procedures, with
appropriate controls, were developed, documented and implemented in the third quarter of 2005 and followed in the third and fourth quarters
of 2005 for the processes that are critical to the Company’s income tax provision calculations reflected in its periodic financial reporting.

e In the third quarter of 2005, the Company developed and rolled out clearly defined and enhanced roles and responsibilities across the
worldwide income tax organization.

e A detailed, quarterly income tax reporting package, which collects tax-sensitive data and information at the jurisdictional level, was developed
and rolled out in the third quarter of 2005. This package was appropriately utilized in connection with the preparation of the year-end income
tax provision and the income tax related balance sheet accounts.

¢ In August and September 2005, the Company held training sessions for the worldwide income tax organization, as well as certain Controller’s
personnel. Topics covered in the sessions included accounting for income taxes, training on the newly developed processes, procedures,
internals controls and the income tax reporting package, and Sections 302 and 404 of the Sarbanes-0xley Act of 2002.

¢ Management is utilizing personnel from a third-party professional services firm with expertise in accounting for income taxes to assist in the
preparation and review of the Company’s income tax provision and the income tax related balance sheet accounts.

As demonstrated by the above, the Company has made significant progress in its efforts to remediate this material weakness during 2005. This is
further supported by the Company’s overall positive results from its 2005 internal control compliance testing required by the Sarbanes-Oxley Act of
2002, which was carried out by the Company in the third and fourth quarters of 2005. In making its determination as to the status of the remediation
of this material weakness, the Company has considered all of the factors outlined above and has concluded that the internal controls surrounding the
accounting for income taxes are effectively designed, however, as a result of the audit adjustments identified, the Company has not demonstrated
operating effectiveness with respect to controls over the completeness and accuracy of its deferred income tax valuation allowance account.
Accordingly, as discussed in “Management’s Report on Internal Control Over Financial Reporting” above, the Company reported this as a material
weakness as of December 31, 2005.

In order to remediate this deficiency in internal controls, the Company will continue its training and education efforts in this area so that operating
effectiveness can be demonstrated over a period of time that is sufficient to support the conclusion that the material weakness has been remediated.
In addition, to further enhance the controls surrounding the accounting for income taxes, the Company continues to progress with the implementation
of an IT solution to enable the collection, tracking and bookkeeping of detailed tax information on a global basis. Further, the Company will continue
its efforts with respect to (1) enhancing the overall design of the worldwide income tax organization, (2) further upgrading its tax personnel, and

(3) developing an effective and efficient forecasting process for purposes of determining its effective tax rate.

Except as otherwise discussed above, there have been no changes in the Company’s internal control over financial reporting during the most
recently completed fiscal quarter that have materially affected, or are reasonably likely to materially affect, the Company’s internal control over
financial reporting.

ITEM 9B. OTHER INFORMATION
None.



PART 111

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information required by Item 10 regarding directors is incorporated by reference from the information under the caption “Board Structure and
Corporate Governance - Board of Directors” in the Company’s Notice of 2006 Annual Meeting and Proxy Statement (the Proxy Statement), which will
be filed within 120 days after December 31, 2005. The information required by Item 10 regarding audit committee financial expert disclosure is
incorporated by reference from the information under the caption “Board Structure and Corporate Governance - Audit Committee Financial
Qualifications” in the Proxy Statement. The information required by Item 10 regarding executive officers is contained in Part | under the caption
“Executive Officers of the Registrant” on page 20. The information required by Item 10 regarding the Company’s written code of ethics is incorporated
by reference from the information under the captions “Board Structure and Corporate Governance - Corporate Governance Guidelines” and “Board
Structure and Corporate Governance - Business Conduct Guide and Directors’ Code of Conduct in the Proxy Statement.” The information required by
[tem 10 regarding compliance with Section 16(a) of the Securities Exchange Act of 1934 is incorporated by reference from the information under the
caption “Section 16(a) Beneficial Ownership Compliance” in the Proxy Statement.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 11 is incorporated by reference from the information under the following captions in the Proxy Statement:
“Board Structure and Corporate Governance - Director Compensation,” “Compensation of Named Executive Officers,” “Summary Compensation
Table,” “Option/SAR Grants in Last Fiscal Year,” “Aggregated Option/SAR Exercises in Last Fiscal Year and Fiscal Year-End Option/SAR Values,”
“Long-Term Incentive Plan,” “Long-Term Incentive Plan - Awards in Last Fiscal Year,” “Employment Contracts and Arrangements,”

“Change in Control Arrangements,” “Retirement Plan,” “Report of the Executive Compensation and Development Committee,” and
“Performance Graph - Shareholder Return.”

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The information required by Item 12 is incorporated by reference from the information under the captions “Beneficial Security Ownership of More Than
5% of the Company’s Common Stock,” “Beneficial Security Ownership of Directors, Nominees and Executive Officers,” and “Stock Options and SARs
Outstanding under Shareholder and Non-Shareholder Approved Plans” in the Proxy Statement.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by Item 13 is incorporated by reference from the information under the caption “Transactions with Management” in the
Proxy Statement.

ITEM 14. PRINCIPAL AUDITOR FEES AND SERVICES

The information required by ltem 14 regarding principal auditor fees and services is incorporated by reference from the information under the caption
“Report of the Audit Committee” in the Proxy Statement.
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PART |V

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

Page No.
(a) 1. Consolidated financial statements:
Report of independent registered public accounting firm 64
Consolidated statement of operations 66
Consolidated statement of financial position 67
Consolidated statement of shareholders’ equity 68-70
Consolidated statement of cash flows =72
Notes to financial statements 73-129
2. Financial statement schedules:

Il - Valuation and qualifying accounts 138

All other schedules have been omitted because they are not applicable or the information required is shown in the financial statements or
notes thereto.

3. Additional data required to be furnished:

Exhibits required as part of this report are listed in the index appearing on pages 139 through 143.
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B Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

EASTMAN KODAK COMPANY

(Registrant)
By: By:
/s/ Antonio M. Perez /s/ Robert H. Brust
Antonio M. Perez Robert H. Brust
Chairman & Chief Executive Officer Chief Financial Officer, and Executive Vice President

/s/ Richard G. Brown, Jr.

Richard G. Brown, Jr.

Chief Accounting Officer, and Corporate Controller
Date: March 2, 2006

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the date indicated.

/s/ Richard S. Braddock
Richard S. Braddock, Director

/s/ Martha Layne Collins
Martha Layne Collins, Director

/s/ Timothy M. Donahue
Timothy M. Donahue, Director

/s/ Michael Hawley
Michael Hawley, Director

/s/ William H. Hernandez
William H. Hernandez, Director

/s/ Durk . Jager
Durk 1. Jager, Director

Date: March 2, 2006

/s/ Debra L. Lee
Debra L. Lee, Director

/s/ Delano E. Lewis
Delano E. Lewis, Director

/s/ Paul H. O’Neill
Paul H. O’Neill, Director

/s/ Antonio M. Perez
Antonio M. Perez, Director

/s/ Hector de J. Ruiz
Hector de J. Ruiz, Director

/s/ Laura D’Andrea Tyson
Laura D’Andrea Tyson, Director
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VALUATION AND QUALIFYING ACCOUNTS

Balance at Beginning Charges to Amounts Balance at End
(in millions) of Period Earnings Written Off of Period
Year ended December 31, 2005
Deducted in the Statement of Financial Position:
From Current Receivables:
Reserve for doubtful accounts $ 92 $ 108 $ 76 $ 124
Reserve for loss on returns and
allowances 35 28 25 38
Total $ 127 $ 136 $ 101 $ 162
From Long-Term Receivables
and Other Noncurrent Assets:
Reserve for doubtful accounts $ 19 $ 7 $ 17 $ 9
From Deferred Tax Assets:
Valuation allowance $ 284 $ 1,147 $ 25 $1,406
Year ended December 31, 2004
Deducted in the Statement of Financial Position:
From Current Receivables:
Reserve for doubtful accounts $ 76 $ 50 $ 34 $ 92
Reserve for loss on returns and
allowances 36 16 17 35
Total $ 112 $ 66 $ 51 $ 127
From Long-Term Receivables
and Other Noncurrent Assets:
Reserve for doubtful accounts $ 16 $§ 8 $§ 5 $ 19
From Deferred Tax Assets:
Valuation Allowance $ 287 $ 75 $ 78 $ 284
Year ended December 31, 2003
Deducted in the Statement of Financial Position:
From Current Receivables:
Reserve for doubtful accounts $ 104 $ 28 $ 56 $ 76
Reserve for loss on returns and
allowances 33 17 14 36
Total $ 137 $ 45 $ 70 $ 112
From Long-Term Receivables
and Other Noncurrent Assets:
Reserve for doubtful accounts $ 53 $ 4 $§ M $ 16
From Deferred Tax Assets:
Valuation Allowance $ 270 $ 42 $ 25 $ 287




INDEX TO EXHIBITS

EXHIBIT NUMBER

(3)

A.

Certificate of Incorporation, as amended and restated May 11, 2005.

(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 2005, Exhibit 3.)

By-laws, as amended and restated May 11, 2005.

(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 2005, Exhibit 3.)

Indenture dated as of January 1, 1988 between Eastman Kodak Company and The Bank of New York as Trustee.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 25, 1988,
Exhibit 4.)

First Supplemental Indenture dated as of September 6, 1991 and Second Supplemental Indenture dated as of September 20, 1991,
each between Eastman Kodak Company and The Bank of New York as Trustee, supplementing the Indenture described in A.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended
December 31, 1991, Exhibit 4.)

Third Supplemental Indenture dated as of January 26, 1993, between Eastman Kodak Company and The Bank of New York as Trustee,
supplementing the Indenture described in A.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1992,
Exhibit 4.)

Fourth Supplemental Indenture dated as of March 1, 1993, between Eastman Kodak Company and The Bank of New York as Trustee,
supplementing the Indenture described in A.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1993,
Exhibit 4.)

Form of the 7.25% Senior Notes due 2013.

(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K for the date October 10, 2003 as filed on
October 10, 2003, Exhibit 4.)

Resolutions of the Committee of the Board of Directors of Eastman Kodak Company, adopted on October 7, 2003, establishing the terms
of the Securities.

(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K for the date October 10, 2003 as filed on
October 10, 2003, Exhibit 4.)

Fifth Supplemental Indenture, dated October 10, 2003, between Eastman Kodak Company and The Bank of New York, as Trustee.

(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K for the date October 10, 2003 as filed on
October 10, 2003, Exhibit 4.)

Secured Credit Agreement, dated as of October 18, 2005, among Eastman Kodak Company and Kodak Graphic Communications
Canada Company, the banks named therein, Citigroup Global Markets Inc., as lead arranger and bookrunner, Lloyds TSB Bank PLC,
as syndication agent, Credit Suisse, Cayman Islands Branch, Bank of America, N. A. and The CIT Group/Business Credit, Inc., as
co-documentation agents, and Citicorp USA, Inc., as agent for the lenders.

(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K, filed on October 24, 2005, Exhibit 4.1.)
Security Agreement, dated as of October 18, 2005, among Eastman Kodak Company, the subsidiary grantors identified therein and
Citicorp USA, Inc., as agent, relating to the Secured Credit Agreement.

(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K, filed on October 24, 2005, Exhibit 4.2.)
Canadian Security Agreement, dated as of October 18, 2005, among Kodak Graphic Communications Canada Company and Citicorp
USA, Inc., as agent, relating to the Secured Credit Agreement.

(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K, filed on October 24, 2005, Exhibit 4.3.)
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Eastman Kodak Company and certain subsidiaries are parties to instruments defining the rights of holders of long-term debt that was not registered
under the Securities Act of 1933. Eastman Kodak Company has undertaken to furnish a copy of these instruments to the Securities and Exchange
Commission upon request.

(10)  A. Philip J. Faraci Agreement dated November 3, 2004.

B. Eastman Kodak Company Insurance Plan for Directors.
(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 29, 1985,
Exhibit 10.)
C. Eastman Kodak Company Deferred Compensation Plan for Directors, as amended February 11, 2000.
(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 1999, and the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1999, Exhibit 10.)
D. Eastman Kodak Company Non-Employee Director Annual Compensation Plan, effective June 1, 2004.
(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 2004, Exhibit 10.)
E. 1982 Eastman Kodak Company Executive Deferred Compensation Plan, as amended effective December 9, 1999.
(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1996,
and the Quarterly Report on Form 10-Q for the quarterly period ended September 30, 1999, and the Eastman Kodak Company Annual
Report on Form 10-K for the fiscal year ended December 31, 1999, Exhibit 10.)
F.  Eastman Kodak Company 2005 Omnibus Long-Term Compensation Plan, effective January 1, 2005.
(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K, filed on May 11, 2005.)

Form of Notice of Award of Non-Qualified Stock Options pursuant to the 2005 Omnibus Long-Term Compensation Plan.
(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K, filed on May 11, 2005.)

Form of Notice of Award of Restricted Stock, pursuant to the 2005 Omnibus Long-Term Compensation Plan.
(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K, filed on May 11, 2005.)

Form of Notice of Award of Restricted Stock with a Deferral Feature, pursuant to the 2005 Omnibus Long-Term Compensation Plan.
(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 2005, Exhibit 10.)

Form of Administrative Guide for Annual Officer Stock Options Grant under the 2005 Omnibus Long-Term Compensation Plan.
(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended
September 30, 2005, Exhibit 10.)

Form of Award Notice for Annual Director Stock Option Grant under the 2005 Omnibus Long-Term Compensation Plan.

(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended
September 30, 2005, Exhibit 10.)

Form of Award Notice for Annual Director Restricted Stock Grant under the 2005 Omnibus Long-Term Compensation Plan.

(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended
September 30, 2005, Exhibit 10.)

H. Stock and Asset Purchase Agreement by and between Eastman Kodak Company and ITT Industries, Inc. dated February 8, 2004.
(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the period ended September 30, 2004,
Exhibit 10.)

. Eastman Kodak Company 1995 Omnibus Long-Term Compensation Plan, as amended effective as of November 12, 2001.
(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1996,
the Quarterly Report on Form 10-Q for the quarterly period ended March 31, 1997, the Quarterly Report on Form 10-Q for the quarterly
period ended March 31, 1998, the Quarterly Report on Form 10-Q for the quarterly period ended June 30, 1998, the Quarterly Report
on Form 10-Q for the quarterly period ended September 30, 1998, the Quarterly Report on Form 10-Q for the quarterly period ended
September 30, 1999, the Annual Report on Form 10-K for the fiscal year ended December 31, 1999, and the Annual Report on Form
10-K for the fiscal year ended December 31, 2001, Exhibit 10.)
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Kodak Executive Financial Counseling Program.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1992,
Exhibit 10.)

Personal Umbrella Liability Insurance Coverage.

Eastman Kodak Company provides $5,000,000 personal umbrella liability insurance coverage to its directors and approximately 160 key
executives. The coverage, which is insured through The Mayflower Insurance Company, Ltd., supplements participants’ personal
coverage. The Company pays the cost of this insurance. Income is imputed to participants.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1995,
Exhibit 10.)

Kodak Executive Health Management Plan, as amended effective January 1, 1995.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1995
and the Annual Report on Form 10-K for the fiscal year ended December 31, 2001, Exhibit 10.)

. James Langley Agreement dated August 12, 2003.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 2004,
Exhibit 10.)

Kodak Stock Option Plan, as amended and restated August 26, 2002.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 2002,
Exhibit 10.)

Eastman Kodak Company 1997 Stock Option Plan, as amended effective as of March 13, 2001.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1999
and the Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2001, Exhibit 10.)

Bernard Masson Agreement dated August 13, 2003.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 2004,
Exhibit 10.)

Amendment to Letter Agreement, effective May 5, 2005, between Eastman Kodak Company and Bernard Masson.
(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K, filed on May 6, 2005.)

Letter Agreement, dated September 30, 2005, between Eastman Kodak Company and Bernard Masson.
(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K, filed on October 6, 2005.)

Eastman Kodak Company 2001 Short-Term Variable Pay to Named Executive Officers.

(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended
March 31, 2002, Exhibit 10.)

Eastman Kodak Company 2000 Omnibus Long-Term Compensation Plan, as amended effective January 1, 2004.

(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended

June 30, 1999, the Quarterly Report on Form 10-Q for the quarterly period ended September 30, 1999, the Annual Report on Form
10-K for the fiscal year ended December 31, 1999, the Annual Report on Form 10-K for the fiscal year ended December 31, 2001, the
Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2004, and the Quarterly Report on Form 10-Q for the quarterly
period ended September 30, 2004, Exhibit 10.)

Form of Notice of Award of Non-Qualified Stock Options Granted To
Plan; and Form of Notice of Award of Restricted Stock Granted To
Compensation Plan.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 2004,
Exhibit 10.)

Eastman Kodak Company Executive Compensation for Excellence and Leadership Plan, amended and restated as of January 1, 2005.
(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K, filed on May 11, 2005, Exhibit 10.4.)

, Pursuant to the 2000 Omnibus Long-Term Compensation
, Pursuant to the 2000 Omnibus Long-Term

Eastman Kodak Company Executive Protection Plan, effective July 25, 2001.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1999
and the Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2001, Exhibit 10.)
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Eastman Kodak Company Estate Enhancement Plan, as adopted effective March 6, 2000.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1999,
Exhibit 10.)

Antonio M. Perez Agreement dated March 3, 2003.

(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended

March 31, 2003, Exhibit 10 Z.)

Letter dated May 10, 2005, from the Chair, Executive Compensation and Development Committee, to Antonio M. Perez.

(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K, filed on May 11, 2005, Exhibit 10 DD.).
Notice of Award of Restricted Stock with a Deferral Feature Granted to Antonio M. Perez, effective June 1, 2005, pursuant to the 2005
Omnibus Long-Term Compensation Plan.

(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 2005, Exhibit 10 CC.)

. Daniel A. Carp Agreement dated November 22, 1999.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1999,
Exhibit 10.)

$1,000,000 Promissory Note dated March 2, 2001.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 2000,
Exhibit 10.)

Letter dated May 10, 2005, from the Chair, Executive Compensation and Development Committee, to Daniel A. Carp.

(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K, filed on May 11, 2005, Exhibit 10 F.)

Robert H. Brust Agreement dated December 20, 1999.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 1999,
Exhibit 10.)

Amendment, dated February 8, 2001, to Agreement dated December 20, 1999.

(Incorporated by reference to the Eastman Kodak Company Quarterly Report on Form 10-Q for the quarterly period ended

March 31, 2001, Exhibit 10.)

Amendment, dated November 12, 2001, to Agreement dated December 20, 1999.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 2001,
Exhibit 10.)

Amendment, dated October 2, 2003, to Agreement dated December 20, 1999.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 2003,
Exhibit 10.)

Amendment, dated March 7, 2005, to Agreement dated December 20, 1999.

(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K, filed on March 10, 2005.)

Redemption Agreement among Sun Chemical Corporation and Sun Chemical Group B.V. and Eastman Kodak Company and Kodak
Graphics Holdings, Inc., dated as of January 11, 2005.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 2004,
Exhibit 10.)

Arrangement Agreement among Eastman Kodak Company, 4284488 Canada Inc. and Creo Inc., dated January 30, 2005.

(Incorporated by reference to the Eastman Kodak Company Annual Report on Form 10-K for the fiscal year ended December 31, 2004,
Exhibit 10.)

Statement Re Computation of Ratio of Earnings to Fixed Charges.
Subsidiaries of Eastman Kodak Company.
Consent of Independent Registered Public Accounting Firm.

Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.



(31.2) Certification Pursuant to Section 302 of the Sarbanes-0xley Act of 2002.
(32.1) Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-0xley Act of 2002.
(32.2) Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-0Oxley Act of 2002.

(99.1) 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.

(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K/A, for the date April 1, 2005 as filed on July 1, 2005,
Exhibit 99.2.)

(99.2) 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.

(Incorporated by reference to the Eastman Kodak Company Current Report on Form 8-K/A, for the date April 1, 2005 as filed on July 1, 2005,
Exhibit 99.3.)
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COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Year Ended December 31

(in millions, except for ratios) 2005 2004 2003 2002 2001
(Loss) earnings from continuing
operations before provision for income taxes $ (766) $ (99 $ 104 $ 894 $ 83
Adjustments:
Minority interest in income/(loss) of
subsidiaries with fixed charges 4 2 24 17 (1)
Undistributed (earnings)/loss of equity
method investees (12) (30) 4 107 77
Interest expense 211 168 147 173 218
Interest component of rental expense 50 54 53 53 42
Amortization of capitalized interest 22 25 27 28 28
Earnings as adjusted $ (491) $ 125 $ 396 $1,272 $ 437
Fixed charges:
Interest expense 211 168 147 173 218
Interest component of rental expense 50 54 53 53 42
Capitalized interest 3 2 2 3 12
Total fixed charges $ 264 $ 224 $ 202 $ 229 $ 272
Ratio of earnings to fixed charges * * 2.0x 5.6x 1.6x

(1) Interest component of rental expense is estimated to equal 1/3 of such expense, which is considered a reasonable approximation of the interest factor.

* Earnings for the year ended December 31, 2005 were inadequate to cover fixed charges. The coverage deficiency was $755 million.

** Earnings for the year ended December 31, 2004 were inadequate to cover fixed charges. The coverage deficiency was $99 million.




B Exhibit (21)

SUBSIDIARIES OF EASTMAN KODAK COMPANY

Companies Gonsolidated
Eastman Kodak Company
Cinesite, Inc.
Laser-Pacific Media Corporation
FPC, Inc.
PracticeWorks, Inc.
Qualex Inc.
Qualex Canada Photofinishing Inc.
Eastman Gelatine Corporation
ENCAD, Inc.
NexPress Solutions, Inc.
OREX Computed Radiography U.S., Inc.
Kodak Versamark, Inc.
Pakon, Inc.
Kodak Imaging Network, Inc. (formerly Ofoto, Inc.)
Eastman Canada Company
Kodak Canada Inc.
Kodak Graphic Communications Canada Company
Kodak Argentina S.A.I.C.
Kodak Chilena S.A. Fotografica
Kodak Panama, Ltd.
Kodak Americas, Ltd.
Kodak Venezuela, S.A.
Kodak (Near East), Inc.
Kodak (Singapore) Pte. Limited
Kodak Philippines, Ltd.
Kodak Limited
Cinesite (Europe) Limited
Kodak India Limited
Kodak International Finance Limited
Kodak Polska Sp.z0.0
Kodak 000
Kodak Czech Spol s.r.0.
Kodak S.A.
Kodak-Pathe SAS
Trophy Radiologie S.A.
Kodak Verwaltung GmbH
Eastman Kodak Holdings B.V.
Eastman Kodak SA
Kodak Brasileira Comercio E Industria Ltda.
Kodak Nederland B.V.
Kodak Polychrome Graphics Enterprises B.V.
Algotec Systems Ltd.
OREX Computed Radiography, Ltd.
Kodak (China) Investment Company Ltd.

Organized Under Laws of

New Jersey
Delaware
Delaware
California
Delaware
Delaware

Canada
Massachusetts
Delaware
Delaware
Delaware
Delaware
Indiana
Delaware
Canada
Canada
Canada
Argentina
Chile
New York
New York
Venezuela
New York
Singapore
New York
England
England
India
England
Poland
Russia
Czech Republic
France
France
France
Germany
Netherlands
Switzerland
Brazil
Netherlands
Netherlands
Israel
Israel
China
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Companies Consolidated Organized Under Laws of

Eastman Kodak Company

146

Kodak Korea Ltd. South Korea
Kodak New Zealand Limited New Zealand
Kodak (Australasia) Pty. Ltd. Australia
Kodak (South Africa) (Proprietary) Limited South Africa
Kodak (Egypt) S.A.E. Egypt
Kodak (Malaysia) Sdn.Bhd. Malaysia
Kodak (Taiwan) Limited Taiwan
Eastman Kodak International Capital Company, Inc. Delaware
Kodak de Mexico S.A. de C.V. Mexico
Kodak Export de Mexico, S. de R.L. de C.V. Mexico
Kodak Mexicana, S.A. de C.V. Mexico
N.V. Kodak S.A. Belgium
Kodak A/S Denmark
Kodak Norge A/S Norway
Kodak Societe Anonyme Switzerland
Kodak (Hong Kong) Limited Hong Kong
Kodak (Thailand) Limited Thailand
Kodak Gesellschaft m.b.H. Austria
Kodak Kit. Hungary
Kodak Oy Finland
Kodak S.p.A. [taly
Kodak Portuguesa Limited New York
Kodak, S.A. Spain
Kodak Nordic AB Sweden
Kodak Japan Ltd. Japan
K.K. Kodak Information Systems Japan
Kodak Digital Product Center, Japan Ltd. Japan
Kodak Japan Industries Ltd. Japan
Kodak (China) Limited Hong Kong
Kodak Electronic Products (Shanghai) Company Limited China
Kodak (China) Company Limited China
Kodak (Wuxi) Company Limited China
Kodak (Xiamen) Company Limited China
Kodak (Shanghai) International Trading Co. Ltd. China
Shanghai Da Hai Camera Co., Ltd. China

Note: Subsidiary Company names are indented under the name of the parent company.



B Exhibit (23)

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Prospectuses constituting part of the Registration Statements on Form S-8 (No. 33-65033,
No. 33-65035, No. 333-57729, No. 333-57659, No. 333-57665, No. 333-23371, No. 333-43526, No. 333-43524, No. 333-64366, and

No. 333-125355), of Eastman Kodak Company of our report dated March 1, 2006 relating to the financial statements, financial statement schedule,
management’s assessment of the effectiveness of internal control over financial reporting and the effectiveness of internal control over financial
reporting, which appears in this Annual Report on Form 10-K.

/s/ PricewaterhouseCoopers LLP
PricewaterhouseCoopers LLP

Rochester, New York
March 1, 2006
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CERTIFICATION
[, Antonio M. Perez, certify that:

1. I have reviewed this annual report on Form 10-K of Eastman Kodak Company;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officers and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: March 2, 2006
/s/ Antonio M. Perez

Antonio M. Perez
Chairman, and Chief Executive Officer
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B Exhibit (31.2)

CERTIFICATION

|, Robert H. Brust, certify that:

1,
2.

| have reviewed this annual report on Form 10-K of Eastman Kodak Company;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officers and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared,;

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: March 2, 2006

/s/ Robert H. Brust
Robert H. Brust
Chief Financial Officer
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CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Eastman Kodak Company (the “Company”) on Form 10-K for the period ended December 31, 2005 as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I, Antonio M. Perez, Chairman, and Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my
knowledge:
1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

/s/ Antonio M. Perez

Antonio M. Perez

Chairman, and Chief Executive Officer
March 2, 2006




B Exhibit (32.2)

CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Eastman Kodak Company (the “Company”) on Form 10-K for the period ended December 31, 2005 as filed
with the Securities and Exchange Commission on the date hereof (the “Report™), I, Robert H. Brust, Chief Financial Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-0xley Act of 2002, that to the best of my knowledge:

1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

/s/ Robert H. Brust
Robert H. Brust

Chief Financial Officer
March 2, 2006
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NOTICE OF 2006 ANNUAL MEETING
AND PROXY STATEMENT

Dear Shareholder:

You are cordially invited to attend our Annual Meeting of Shareholders on Wednesaay, May 10, 2006 at 10:00 a.m. at The Learning Center at Miami
Valley Research Park, 1900 Founders Drive, Dayton, OH. You will be asked to vote on management and shareholder proposals. This Proxy Statement
and the enclosed proxy card are being mailed to you on or about March 27, 2006.

Whether or not you attend the Annual Meeting, we hope you will vote as soon as possible. You may vote over the internet, as well as by telephone or
by mailing a proxy card or voting instruction card. Please review the instructions on your proxy or voting instruction card regarding each of these voting
options. We encourage you to use the internet, as it is the most cost-effective way to vote.

We look forward to seeing you at the Annual Meeting and would like to take this opportunity to remind you that your vote is very important.

Sincerely,

%Z Ve i

Antonio M. Perez
Chairman of the Board

NOTICE OF THE 2006 ANNUAL MEETING OF SHAREHOLDERS

The Annual Meeting of Shareholders of Eastman Kodak Company will be held on Wednesday, May 10, 2006 at 10:00 a.m. at The Learning Center at
Miami Valley Research Park, 1900 Founders Drive, Dayton, OH. The following proposals will be voted on at the Annual Meeting:

1. Election of the following directors for a term of two years or until their successors are duly elected and qualified:
Martha Layne Collins, Timothy M. Donahue, Delano E. Lewis and Antonio M. Perez.

2. Ratification of the Audit Committee’s selection of PricewaterhouseCoopers LLP as our independent registered public accounting firm.
3. Shareholder proposal requesting recoupment of executive bonuses in the event of a restatement.

The Board of Directors recommends a vote FOR items 1 and 2 and AGAINST item 3.

If you were a shareholder of record at the close of business on March 13, 2006, you are entitled to vote at the Annual Meeting.

If you have any questions about the Annual Meeting, please contact: Coordinator, Shareholder Services, Eastman Kodak Company, 343 State Street,
Rochester, NY 14650-0205, (585) 724-5492.

The Annual Meeting will be accessible by the handicapped. If you require special assistance, call the Coordinator, Shareholder Services.

By Order of the Board of Directors

o N

Laurence L. Hickey

Secretary and Assistant General Counsel
Eastman Kodak Company

March 27, 2006



Questions & Answers

Q.
A.

Why am I receiving these proxy materials?

Our Board of Directors (the Board) is providing these proxy materials to you in connection with Kodak’s 2006 Annual Meeting of shareholders (the
Annual Meeting). As a shareholder of record, you are invited to attend the Annual Meeting and are entitled and requested to vote on the items of
business described in this Proxy Statement. The approximate date on which this Proxy Statement and enclosed proxy card are being mailed to
you is March 27, 2006.

What am | voting on?

The Board is soliciting your proxy in connection with the Annual Meeting to be held on Wednesday, May 10, 2006 at 10:00 a.m. at The Learning
Center at Miami Valley Research Park, 1900 Founders Drive, Dayton, OH, and any adjournment or postponement thereof. You are voting on the
following proposals:

1. Election of the following directors for a term of two years or until their successors are duly elected and qualified:
Martha Layne Collins, Timothy M. Donahue, Delano E. Lewis and Antonio M. Perez.

2. Ratification of the Audit Committee’s selection of PricewaterhouseCoopers LLP as our independent registered public accounting firm.
3. Shareholder proposal requesting recoupment of executive bonuses in the event of a restatement.

What are the voting recommendations of the Board?

The Board recommends the following votes:

¢ FOR each of the director nominees.
¢ FOR ratification of the Audit Committee’s selection of PricewaterhouseCoopers LLP as our independent registered public
accounting firm.

e AGAINST the shareholder proposal.

What is the difference between holding shares as a shareholder of record and as a beneficial owner?

Most Kodak shareholders hold their shares through a broker or other nominee (beneficial ownership) rather than directly in their own name
(shareholder of record). As summarized below, there are some distinctions between shares held of record and those owned beneficially.

Shareholder of Record. If your shares are registered in your name with Kodak’s transfer agent, Computershare Trust Company, N.A., you are
considered, with respect to those shares, the shareholder of record, and these proxy materials are being sent directly to you by Kodak. As the
shareholder of record, you have the right to grant your voting proxy directly to Kodak or a third party, or to vote in person at the Annual Meeting.
Kodak has enclosed or sent a proxy card for you to use.

Beneficial Owner. If your shares are held in a brokerage account or by another nominee, you are considered the beneficial owner of shares held
in street name, and these proxy materials are being forwarded to you together with a voting instruction card on behalf of your broker, trustee

or nominee. As the beneficial owner, you have the right to direct your broker, trustee or nominee on how to vote your shares and you are also
invited to attend the Annual Meeting. Your broker, trustee or nominee has enclosed or provided voting instructions for you to use in directing the
broker, trustee or nominee on how to vote your shares. Since a beneficial owner is not the shareholder of record, you may not vote these shares
in person at the Annual Meeting unless you obtain a “legal proxy” from the broker, trustee or nominee that holds your shares, giving you the right
to vote the shares at the Annual Meeting. Your broker has the discretion to vote on routine corporate matters presented in the proxy materials
without your specific voting instructions, but with respect to any non-routine matter over which the broker does not have discretionary voting
power, your shares will not be voted without your specific voting instructions. When the broker does not have discretionary voting power on a
particular proposal and does not receive voting instructions from you, the shares that are not voted are referred to as “broker non-votes.”

Will any other matter be voted on?

We are not aware of any other matters you will be asked to vote on at the Annual Meeting. If you have returned your signed proxy card or
otherwise given the Company’s management your proxy, and any other matter is properly brought before the Annual Meeting, Antonio M. Perez
and Laurence L. Hickey, acting as your proxies, will vote for you in their discretion. New Jersey law (under which the Company is incorporated)
requires that you be given notice of all matters to be voted on, other than procedural matters such as adjournment of the Annual Meeting.



Q.
A.

How do | vote?
There are four ways to vote, if you are a shareholder of record:

e By internet at www.computershare.com/us/proxy. We encourage you to vote this way.

e By toll-free telephone: (800) 652-VOTE (8683).

e By completing and mailing your proxy card.

e By written ballot at the Annual Meeting.

Your shares will be voted as you indicate. If you return your signed proxy card or otherwise give the Company’s management your proxy, but do
not indicate your voting preferences, Antonio M. Perez and Laurence L. Hickey will vote your shares FOR items 1 and 2 and AGAINST item 3. As
to any other business that may properly come before the Meeting, Antonio M. Perez and Laurence L. Hickey will vote in accordance with their

best judgment, although the Company does not presently know of any other business.
If you are a beneficial owner, please follow the voting instructions sent to you by your broker, trustee or nominee.

What happens if | do not give specific voting instructions?

If you hold shares in your name, and you sign and return a proxy card without giving specific voting instructions, the proxy holders will vote your
shares in the manner recommended by our Board on all matters presented in this Proxy Statement, and as the proxy holders may determine in
their discretion with respect to any other matters properly presented for a vote at the Meeting. If you hold your shares through a broker, bank or
other nominee, and do not provide your broker with specific voting instructions:

¢ Your broker will have the authority to exercise discretion to vote your shares with respect to item 1 (election of directors) and item 2
(ratification of auditors) because they involve matters that are considered routine.

¢ Your broker will not have the authority to exercise discretion to vote your shares with respect to item 3 (the shareholder proposal)
because it involves a matter that is considered non-routine.

What is the deadline for voting my shares?

If you are a shareholder of record and vote by internet or telephone, your vote must be received by 12:01 a.m., Eastern Time, on May 10, 2006,
the morning of the Annual Meeting. If you are a shareholder of record and vote by mail or by written ballot at the Annual Meeting, your vote must
be received before the polls close at the Annual Meeting.

If you are a heneficial owner, please follow the voting instructions provided by your broker, trustee or nominee. You may vote your shares in
person at the Annual Meeting, only if you provide a legal proxy obtained from your broker, trustee or nominee at the Annual Meeting.

Who can vote?

To be able to vote your Kodak shares, the records of the Company must show that you held your shares as of the close of business on
March 13, 2006, the record date for the Annual Meeting. Each share of common stock is entitled to one vote.

Can | change my vote or revoke my proxy?
Yes. If you are a shareholder of record, you can change your vote or revoke your proxy before the Annual Meeting by:

e Entering a timely new vote by internet or telephone;
e Returning a later-dated proxy card; or
¢ Notifying Laurence L. Hickey, Secretary and Assistant General Counsel.

You may also complete a written ballot at the Annual Meeting.
If you are a beneficial owner, please follow the voting instructions sent to you by your broker, trustee or nominee.
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What vote is required to approve each proposal?

The following table describes the voting requirements for each proposal:
[tem 1 — Election of Directors The director nominees receiving the greatest number of votes will be elected.
ltem 2 — Ratification of the Audit Committee’s To be approved by you, this proposal must receive the affirmative vote of a
selection of PricewaterhouseCoopers LLP majority of the votes cast at the Annual Mesting.
as our independent registered public
accounting firm
[tem 3 — Shareholder Proposal requesting To be approved by you, the shareholder proposal must receive the affirmative
recoupment of executive bonuses vote of a majority of the votes cast at the Annual Meeting.
in the event of a restatement

Is my vote confidential?

Yes. Only the inspectors of election and certain individuals who help with processing and counting the votes have access to your vote. Directors
and employees of the Company may see your vote only if the Company needs to defend itself against a claim or if there is a proxy solicitation by
someone other than the Company. Therefore, please do not write any comments on your proxy card.

Who will count the vote?

Computershare Trust Company, N.A. will count the vote. Its representatives will be the inspectors of election.

What shares are covered by my proxy card?

The shares covered by your proxy card represent all the shares of Kodak stock you own, including those in the Eastman Kodak Shares Program
and the Employee Stock Purchase Plan, and those credited to your account in the Eastman Kodak Employees’ Savings and Investment Plan and
the Kodak Employees’ Stock Ownership Plan. The trustees and custodians of these plans will vote your shares in each plan as you direct. You
have one vote for each share of Kodak common stock you own on the record date with respect to all business at the Annual Meeting.

What does it mean if | get more than one proxy card?

It means your shares are in more than one account. You should vote the shares on all your proxy cards. To provide better shareholder service,
we encourage you to have all your shares registered in the same name and address. You may do this by contacting our transfer agent,
Computershare Trust Company, N.A. at (800) 253-6057.

Who can attend the Annual Meeting?

If the records of the Company show that you held your shares as of the close of business on March 13, 2006, the record date for the Annual
Meeting, you can attend the Annual Meeting. Seating, however, is limited. Attendance at the Annual Meeting will be on a first-come, first-served
basis, upon arrival at the Annual Meeting. Photographs will be taken and videotaping conducted at the Annual Meeting. We may use these images
in publications. If you attend the Annual Meeting, we assume we have your permission to use your image.

What do I need to do to attend the Annual Meeting?
To attend the Annual Meeting, please follow these instructions:

¢ |f you vote by using the enclosed proxy card, check the appropriate box on the card.

¢ |f you vote by internet or telephone, follow the instructions provided for attendance.

e |f you are a beneficial owner, bring proof of your ownership with you to the Annual Meeting.

¢ To enter the Annual Meeting, bring the Admission Ticket attached to your proxy card or printed from the internet.
¢ |f you do not have an Admission Ticket, go to the Special Registration desk upon arrival at the Annual Meeting.

Seating at the Annual Meeting will be on a first-come, first-served basis, upon arrival at the Annual Meeting.

Can | bring a guest?

Yes. If you plan to bring a guest to the Annual Meeting, check the appropriate box on the enclosed proxy card or follow the instructions on the
internet or telephone. When you go through the registration area at the Annual Meeting, be sure your guest is with you.



What is the quorum requirement of the Annual Meeting?

A majority of the outstanding shares on May 10, 2006 constitutes a quorum for voting at the Annual Megting. If you vote, your shares will be part
of the quorum. Abstentions and broker non-votes, other than where stated, will be counted in determining the quorum, but neither will be counted
as votes cast. On March 13, 2006, there were 287,221,927 shares outstanding.

Can | nominate someone to the Board?

Our by-laws provide that any shareholder may nominate a person for election to the Board so long as the shareholder follows the procedure
outlined in the by-laws as summarized below. This is the procedure to be followed for direct nominations, as opposed to recommendations of
nominees for consideration by our Corporate Responsibility and Governance Committee.

The complete description of the procedure for shareholder nomination of director candidates is contained in our by-laws. A copy of the full text

of the by-law provision containing this procedure may be obtained by writing to our Secretary at our principal executive offices. Our by-laws can
also be accessed at www.kodak.com/go/governance. For purposes of summarizing this procedure, we have assumed: 1) the date of the up-
coming annual meeting is within 30 days of the date of the annual meeting for the previous year; and 2) if the size of the Board is to be increased,
that both the name of the director nominee and the size of the increased Board are publicly disclosed at least 120 days prior to the first anniver-
sary of the previous year’s annual meeting. Based on these assumptions, a shareholder desiring to nominate one or more candidates for election
at the next annual meeting must deliver written notice of such nomination to our Secretary, at our principal office, not less than 90 days nor more
than 120 days prior to the first anniversary of the preceding year’s annual meeting.

The written notice to our Secretary must contain the following information with respect to each nominee: 1) the proposing shareholder’s name
and address; 2) the number of shares of the Company owned of record and beneficially by the proposing shareholder; 3) the name of the person
to be nominated; 4) the number of shares of the Company owned of record and beneficially by the nominee; 5) a description of all relationships,
arrangements and understandings between the shareholder and the nominee and any other person or persons (naming such person or persons)
pursuant to which the nomination is to be made by the shareholder; 6) such other information regarding the nominee as would have been
required to be included in the Proxy Statement filed pursuant to the proxy rules of the Securities and Exchange Commission (SEC) had the
nominee been nominated, or intended to be nominated, by the Board, such as the nominee’s name, age and business experience; and 7) the
nominee’s signed consent to serve as a director if so elected.

Persons who are nominated in accordance with this procedure will be eligible for election as directors at the annual meeting of the
Company’s shareholders.

What is the deadline to propose actions for consideration at the 2007 annual meeting?

For a shareholder proposal to be considered for inclusion in Kodak’s Proxy Statement for the 2007 annual meeting, the Secretary of Kodak
must receive the written proposal at our principal executive offices no later than November 27, 2006. Such proposals must comply with SEC
regulations under Rule 14a-8 regarding the inclusion of shareholder proposals in company-sponsored proxy materials. Proposals should be
addressed to:

Secretary

Eastman Kodak Company
343 State Street
Rochester, NY 14650-0218

For a shareholder proposal that is not intended to be included in Kodak’s Proxy Statement under Rule 14a-8, the shareholder must deliver a proxy
statement and form of proxy to holders of a sufficient number of shares of Kodak common stock to approve that proposal, provide the information
required by the by-laws of Kodak and give timely notice to the Secretary of Kodak in accordance with the by-laws of Kodak, which, in general,
require that the notice be received by the Secretary of Kodak:

e not earlier than the close of business on January 10, 2007, and
e not later than the close of business on February 9, 2007.

If the date of the shareholder meeting is moved more than 30 days before or 30 days after the anniversary of the 2006 Annual Meeting, then
notice of a shareholder proposal that is not intended to be included in Kodak’s Proxy Statement under Rule 14a-8 must be received no earlier
than the close of business 120 days prior to the meeting and no later than the close of business on the later of the following two dates:

e 90 days prior to the meeting, and
¢ 10 days after public announcement of the meeting date.

You may contact our Secretary at our principal executive offices for a copy of the relevant by-law provisions regarding the requirements for
making shareholder proposals. Our by-laws can also be accessed at www.kodak.com/go/governance.
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How much did this proxy solicitation cost?

The Company hired Georgeson Shareholder Communications, Inc. to assist in the distribution of proxy materials and solicitation of votes.

The estimated fee is $18,500 plus reasonable out-of-pocket expenses. In addition, the Company will reimburse brokerage houses and other
custodians, nominees and fiduciaries for their reasonable out-of-pocket expenses for forwarding proxy and solicitation materials to shareholders.
Directors, officers and employees of the Company may solicit proxies and voting instructions in person, by telephone or other means of
communication. These directors, officers and employees will not be additionally compensated but may be reimbursed for reasonable
out-of-pocket expenses in connection with these solicitations.

What other information about Kodak is available?

The following information is available:

Annual Report on Form 10-K

Transcript of the Annual Meeting

Plan descriptions, annual reports and trust agreements and contracts for the pension plans of the Company and its subsidiaries
Diversity Report; Form EEO-1

Health, Safety and Environment Annual Report on Kodak’s website at www.kodak.com/go/HSE

Corporate Responsibility Principles on Kodak’s website at www.kodak.com/US/en/corp/principles

Corporate Governance Guidelines on Kodak’s website at www.kodak.com/go/governance

Business Conduct Guide on Kodak’s website at www.kodak.com/US/en/corp/principles/businessConduct.shtml

Eastman Kodak Company by-laws on Kodak’s website at www.kodak.com/go/governance

Charters of the Board’s Committees on Kodak’s website at www.kodak.com/go/governance

Directors’ Code of Conduct on Kodak’s website at www.kodak.com/go/governance

Kodak Board of Directors Policy on Recoupment of Annual Incentive Bonuses in the Event of a Restatement Due to Fraud or Misconduct
at www.kodak.com/go/governance

You may request printed copies of any of these documents by contacting:
Coordinator, Shareholder Services
Eastman Kodak Company
343 State Street
Rochester, NY 14650-0205
(585) 724-5492

The address of our principal executive office is:

Eastman Kodak Company
343 State Street
Rochester, NY 14650



HOUSEHOLDING OF DISCLOSURE DOCUMENTS

The SEC has adopted rules regarding the delivery of disclosure documents to shareholders sharing the same address. This rule benefits both you and
Kodak. It reduces the volume of duplicate information received at your household and helps Kodak reduce expenses. Kodak expects to follow this rule
any time it distributes annual reports, proxy statements, information statements and prospectuses. As a result, we are sending only one copy of this
Proxy Statement and Kodak’s Annual Report to multiple shareholders sharing an address, unless we receive contrary instructions from one or more of
these shareholders. Each shareholder will continue to receive a separate proxy card or voting instruction card.

If your household received a single set of disclosure documents for this year, but you would prefer to receive your own copy, please contact
Kodak’s transfer agent, Computershare Trust Company, N.A., by calling their toll-free number, (800) 253-6057, or by mail at P.0. Box 43016,
Providence, Rl 02940-3016.

If you would like to receive your own set of Kodak’s disclosure documents in future years, follow the instructions described below. Similarly, if you
share an address with another Kodak shareholder and together both of you would like to receive only a single set of Kodak’s disclosure documents,
follow these instructions:

e |f your Kodak shares are registered in your own name, please contact Kodak’s transfer agent, Computershare Trust Company, N.A., and inform
them of your request by phone: (800) 253-6057, or by mail: P.0. Box 43016, Providence, Rl 02940-3016.

e |f a broker or other nominee holds your Kodak shares, please contact ADP and inform them of your request by phone: (800) 542-1061, or by
mail: Householding Department, 51 Mercedes Way, Edgewood, NY 11717. Be sure to include your name, the name of your brokerage firm and
your account number.

AUDIO WEBCAST OF ANNUAL MEETING AVAILABLE ON THE INTERNET

Kodak’s Annual Meeting will be webcast live. If you have internet access, you can listen to the webcast by going to Kodak’s Investor Center
webpage at www.kodak.com/US/en/corp/investorCenter/investorsCenterHome.shtml.

This webcast is listen only. You will not be able to ask questions.
The Annual Meeting audio webcast will remain available on our website for a short period of time after the Annual Meeting.
Information included on our website, other than our Proxy Statement and proxy card, is not part of the proxy solicitation materials.



B Proposals

MANAGEMENT PROPOSALS

ITEM 1 — Election of Directors
Kodak’s by-laws require us to have at least nine directors but no more than 18. The number of directors is set by the Board and is currently 12.
Mr. Perez is the only director who is an employee of the Company. We are in the process of declassifying our Board.

e (lass | directors standing for election at the 2006 Annual Meeting will be elected for two-year terms ending in 2008.

e (Class Il directors, whose terms end in 2007, will serve out their current terms in full and stand for re-election at the 2007 annual meeting for
one-year terms ending in 2008.

o (lass Ill directors, whose terms end in 2008, will continue to serve out their terms in full.
Beginning with the 2008 annual meeting, all directors will stand for election to one-year terms.

There are four Class | directors whose terms expire at the 2006 Annual Meeting and who are standing for re-election. Paul H. 0’Neill, an existing Class
| director, is not standing for re-election due to his pending retirement, in accordance with the Company’s mandatory retirement policy.

Nominees for election as Class | directors are:
Martha Layne Collins
Timothy M. Donahue
Delano E. Lewis
Antonio M. Perez

These nominees agree to serve a two-year term. Information about them is provided on pages 12 and 13.

If a nominee is unable to stand for election, the Board may reduce the number of directors or choose a substitute. If the Board chooses a substitute,
the shares represented by proxies will be voted for the substitute. If a director retires, resigns, dies or is unable to serve for any reason, the Board may
reduce the number of directors or elect a new director to fill the vacancy.

The director nominees receiving the greatest number of votes will be elected.
The Board of Directors recommends a vote FOR the election of these directors.

ITEM 2 — Ratification of the Audit Committee’s Selection of PricewaterhouseCoopers LLP as Our
Independent Registered Public Accounting Firm

PricewaterhouseCoopers LLP has been the Company’s independent accountants for many years. The Audit Committee has selected

PricewaterhouseCoopers LLP as the Company’s independent registered public accounting firm to serve until the 2007 annual meeting.

Representatives of PricewaterhouseCoopers LLP are expected to attend the Annual Meeting to respond to questions and, if they desire, make
a statement.

The ratification of the Audit Committee’s selection of PricewaterhouseCoopers LLP requires the affirmative vote of a majority of the votes cast by the
holders of shares entitled to vote.

The Board of Directors recommends a vote FOR ratification of the Audit Committee’s selection of PricewaterhouseCoopers LLP as our
independent registered public accounting firm.

SHAREHOLDER PROPOSAL

ITEM 3 — Shareholder Proposal Requesting Recoupment of Executive Bonuses in the Event
of a Restatement

Amalgamated Bank LongView Collective Investment Fund, owner of over $2,000 in Company stock, submitted the following proposal:

“RESOLVED: The shareholders of Eastman Kodak Inc. [sic] (‘Kodak’ or the ‘Company’) request the board of directors to adopt a policy whereby, in
the event of a restatement of financial results, the board will review all bonuses and other awards that were made to senior executives on the basis of
having met or exceeded performance targets during the period of the restatement and will, to the maximum extent feasible, recoup for the benefit of
Kodak all such bonuses or awards to the extent that these performance targets were not achieved.



SUPPORTING STATEMENT

Like many companies, Kodak has a system of incentive compensation intended to encourage its executives and management to work enthusiastically
in Kodak's interest. Incentive compensation can be a useful way to reward and motivate senior executives, but we believe that such compensation
should be tied closely to the actual attainment of pre-set performance goals. We are concerned that this may not be happening at Kodak.

In March 2005 the Company announced that financial statements for the quarters and full year of 2003, as well as for the first three quarters of 2004,
could no longer be relied upon and that results would be restated. The restatements lowered 2004 net income by $93 million from prior projections to
$1.94/share from a projected $2.05-$2.15/share. Net income for 2003 was reduced by $253 million, from $0.92/share to $0.88/share.

In light of these restatements, it appears that performance-based bonuses and equity awards to senior executives might have been lower had they
been calculated on the basis of restated results. For example, former Chairman and CEO Daniel A. Carp received a total of $4 million in bonuses and
180,000 stock options in 2003 and 2004 before the restatements were announced.

In our view, this generosity is difficult to square with the Company’s performance, which has lagged the S&P 500 Index and its peers in the Dow Jones
U.S. Recreational Products Index for the one-, three- and five-year periods ending November 23, 2005.

In our view, supposedly performance-based payments that rest on results that are restated downwards constitute undeserved compensation. We see
no excuse for such over-compensation, and we believe that the Board of Directors should have a policy of reviewing any such payments in the event of
a restatement and undertake to recoup money that was not earned or deserved.

To our knowledge, the Kodak Board has not publicly stated whether it agrees with this approach or whether it intends to investigate and seek to
recoup funds paid to senior executives to the extent that performance targets were not met in years where results were restated. We regard this
omission as serious.

It is not enough for Kodak’s compensation system to encourage good work. It needs also to discourage bad work and misstatement of results.
Please vote FOR this resolution.”

BOARD OF DIRECTORS’ POSITION
The Board of Directors recommends a vote AGAINST this proposal for the following reasons:

The Compensation Committee of the Board, which is composed solely of independent directors, sets executive compensation in a manner it believes
to be in the best interests of the Company and its shareholders. The Board agrees that a review of executive performance-based compensation is
appropriate when results are restated due to fraud or misconduct. The Board has therefore adopted a policy that addresses the fundamental concerns
raised by the proposal as well as the Sarbanes-0xley Act of 2002.

In contrast, the shareholder proposal adopts an overly mechanistic approach to the issue. The proposal would apply to any form of restatement,
regardless of its cause and would penalize all senior executives, regardless of their role in, or contribution to, the restatement. Further, it would be
difficult or impossible to implement some aspects of the proposal because it is vague in some respects.

The Board of Directors believes that the adoption of the proposal is unnecessary because the Board has already adopted a policy that addresses the
concern raised by the proposal without mechanistically recouping bonuses in unwarranted circumstances. Under the policy, which is posted on our
website at www.kodak.com/go/governance, we will require reimbursement of a certain portion of any bonus paid to named executive officers where:

a) the payment was predicated upon the achievement of certain financial results that were subsequently the subject of a restatement;

b) in the Board’s view the officer engaged in fraud or misconduct that caused or partially caused the need for the restatement; and

c) a lower payment would have been made to the officer based upon the restated financial results.

In each such instance, the Company will, to the extent practicable, seek to recover the amount by which the individual officer’s annual bonus for the
relevant period exceeded the lower payment that would have been made based on the restated financial results, plus a reasonable rate of interest.
For purposes of this policy, the term “named executive officers” has the meaning given that term in ltem 402(a)(3) of Regulation S-K under the
Securities Exchange Act of 1934 and the term “bonus” means a payout under the Company’s Executive Compensation for Excellence and Leadership
(“EXCEL”) Plan.

The Sarbanes-0Oxley Act of 2002 already requires that in the case of accounting restatements due to the issuer’s material non-compliance with any
financial reporting requirement under the securities laws due to misconduct, the company’s chief executive officer and chief financial officer must
reimburse the company for any bonus or other incentive-based or equity-based compensation and profits from the sale of the company’s securities
during the 12-month period following initial publication of the financial statement that had to be restated.

The proposal is fundamentally flawed because of its mechanistic approach. Under the proposal, the Board would be required to recoup all bonuses and
awards to executive officers without regard to the relevant facts and circumstances present in a particular case, including whether the restatement
was merely due to a change in accounting pronouncements. Restatements often correct miscalculations or unintentional errors. Recoupment of senior
executive bonuses is not warranted in such cases.
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The 2003 and 2004 restatements referenced in the shareholder proposal were largely the result of tax accounting errors. These restatements had no
effect on the performance targets that were the basis of senior executive bonuses paid during these periods. (The proponent’s reference to net income
for 2003 being reduced by $253 million is inaccurate. The restatement reduced 2003 net income by $12 million.)

The proposal addresses all restatement situations, even restatements that were not caused by fraud or misconduct. In addition, it would apply
to all senior executives, including those who have no role in causing a restatement. Because the proposal could put a substantial portion of
performance-based compensation at risk due to events over which an executive had no control and would prevent the Board from considering all
relevant facts and circumstances, we believe that attempted implementation of the proposal would be inequitable, thereby negatively affecting
employee morale and inhibiting the Company’s ability to attract, retain and motivate executive talent.

For the reasons described above, the Board of Directors recommends a vote AGAINST this proposal.



B Board Structure and Corporate Governance

INTRODUCTION

Ethical business conduct and good corporate governance are not new practices at Kodak. The reputation of our Company and our brand has been built
by more than a century of ethical business conduct. The Company and the Board have long practiced good corporate governance and believe it to be a
prerequisite to providing sustained, long-term value to our shareholders. We continually monitor developments in the area of corporate governance and
lead in developing and implementing best practices. This is a fundamental goal of our Board.

CORPORATE GOVERNANCE GUIDELINES

We first adopted Corporate Governance Guidelines in July 2001. These guidelines reflect the principles by which the Company operates. From time
to time, the Board reviews and revises our Corporate Governance Guidelines in response to regulatory requirements and evolving best practices. In
February 2004, our Board restated our Corporate Governance Guidelines to reflect changes in the NYSE's corporate governance listing standards. A
copy of these restated Corporate Governance Guidelines is attached as Exhibit | to this Proxy Statement and published on our website at
www.kodak.com/go/governance.

BUSINESS CONDUCT GUIDE AND DIRECTORS’ CODE OF CONDUCT

All of our employees, including the CEO, the CFO, the Controller, all other senior financial officers and all other executive officers, are required to
comply with our long-standing code of conduct, the “Business Conduct Guide.” The Business Conduct Guide requires our employees to maintain the
highest ethical standards in the conduct of company business so that they and the Company are always above reproach. In 2004, our Board adopted

a Directors’ Code of Conduct. Both our Business Conduct Guide and our Directors’ Code of Conduct are published on our website at
www.kodak.com/go/governance. We will post on this website any amendments to, or waivers of, the Business Conduct Guide or Directors’ Code

of Conduct. The Directors’ Code of Conduct is also attached as an appendix to our Corporate Governance Guidelines, which are attached as Exhibit | to
this Proxy Statement.

BOARD INDEPENDENCE

For a number of years, a substantial majority of our Board has been comprised of independent directors. In February 2004, the Board adopted Director
Independence Standards to aid it in determining whether a director is independent. These Director Independence Standards are in compliance with the
director independence requirements of the NYSE’s corporate governance listing standards. The Director Independence Standards are attached as an
appendix to our Corporate Governance Guidelines, which are attached as Exhibit | to this Proxy Statement.

The Board has determined that each of the following directors has no material relationship with the Company (either directly or as a partner,
shareholder or officer of an organization that has a relationship with the Company) and is independent under the Company’s Director Independence
Standards and, therefore, is independent within the meaning of the NYSE’s corporate governance listing standards and the rules of the SEC:
Richard S. Braddock, Martha Layne Collins, Timothy M. Donahue, Michael J. Hawley, William H. Hernandez, Durk I. Jager, Debra L. Lee,

Delano E. Lewis, Paul H. O’Neill, Hector de J. Ruiz and Laura D’Andrea Tyson. The remaining director, Antonio M. Perez, Chairman of the Board and
CEQ, is an employee of the Company and, therefore, is not independent.

AUDIT COMMITTEE FINANCIAL QUALIFICATIONS

The Board has determined that all members of its Audit Committee are independent and are financially literate as required by the NYSE, and that all
of its members (Richard S. Braddock, William H. Hernandez, Paul H. O’Neill and Hector de J. Ruiz) possess the qualifications of an Audit Committee
Financial Expert, as defined by SEC rules, and have accounting or related financial management expertise, as required by the NYSE.

n
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BOARD OF DIRECTORS

MARTHA LAYNE COLLINS

A
TIMOTHY M. DONAHUE

DELANO E. LEWIS

NOMINEES TO SERVE A TWO-YEAR TERM EXPIRING AT THE
2008 ANNUAL MEETING (CLASS | DIRECTORS)

MARTHA LAYNE COLLINS  Director since May 1988

Governor Collins, 69, is Chairman and CEO of the Kentucky World Trade Center. Governor Collins is Executive Scholar

in Residence at Georgetown College, a position she assumed in August 1998, after having been Director, International
Business and Management Center, at the University of Kentucky since July 1996. From 1988 to 1997, she was President
of Martha Layne Collins and Associates, a consulting firm, and from July 1990 to July 1996, she was President of St.
Catharine College in Springfield, Kentucky. Following her receipt of a BS degree from the University of Kentucky, Governor
Collins taught from 1959 to 1970. After acting as Coordinator of Women’s Activities in a number of political campaigns,
she served as Clerk of the Supreme Court of the Commonwealth of Kentucky from 1975 to 1979. She was elected to a
four-year term as Governor of the Commonwealth of Kentucky in 1983 after having served as Lieutenant Governor from
1979 to 1983. Governor Collins has served as a Fellow at the Institute of Politics, Harvard University. Governor Collins is
on the Advisory Board of BB&J and the Kentucky Workforce Investment Board, and serves as Honorary Council General
for Japan in Kentucky.

TIMOTHY M. DONAHUE  Director since October 2001

Mr. Donahue, 57, has served as Executive Chairman of Sprint Nextel Corporation since the merger of Sprint
Corporation and Nextel Communications, Inc. on August 12, 2005. Prior to this, he was the President and CEQ of
Nextel Communications, Inc., positions he held since August 1999. He began his career with Nextel in February 1996
as President and COO. Mr. Donahue has served as Chairman of the Cellular Telecommunications and Internet
Association, the industry’s largest and most respected association. In 2003, Nextel was named by Forbes magazine as
one of America’s best-managed companies. Before joining Nextel, he served as northeast regional President for AT&T
Wireless Services Operations from 1991 to 1996. Mr. Donahue started his career with AT&T Wireless Services (formerly
McCaw Cellular Communications) in 1986 as President for McCaw Cellular’s paging division. In 1989, he was named
McCaw Cellular’s President for the U.S. central region. He is a graduate of John Carroll University with a BA in English
Literature. Mr. Donahue is a director of Sprint Nextel Corporation and NVR Home.

DELANO E. LEWIS  Director since July 2001

Mr. Lewis, 67, is the former U.S. Ambassador to South Africa, a position he held from December 1999 to July 2001. Prior
to his ambassadorship, Mr. Lewis was President and CEO of National Public Radio Corporation, a position he held from
January 1994 until August 1998. He was President and CEO of C&P Telephone Company, a subsidiary of Bell Atlantic
Corporation, from 1988 to 1993, after having served as Vice President since 1983. Mr. Lewis held several positions in
the public sector prior to joining C&P Telephone Company. Mr. Lewis received a BA from University of Kansas and a JD
from Washburn School of Law. Mr. Lewis previously served as a director of Eastman Kodak Company from May 1998 to
December 1999. He is a director of Colgate-Palmolive Co.



ANTONIO M. PEREZ

MICHAEL J. HAWLEY

WILLIAM H. HERNANDEZ

HECTOR DE J. RUIZ

ANTONIO M. PEREZ  Director since October 2004

Mr. Perez, 60, joined Kodak as President and Chief Operating Officer in April 2003, and was elected to the Company’s
Board of Directors in October 2004. In May 2005, he was elected Chief Executive Officer and on December 31, 2005,

he became Chairman of the Company’s Board of Directors. Mr. Perez joined Kodak after a twenty-five year career at
Hewlett-Packard Company where he was a corporate Vice President and member of the company’s Executive Council.
From August 1998 to October 1999, Mr. Perez served as President of HP’s Consumer Business, with responsibility for
Digital Media Solutions and corporate marketing. Prior to that assignment, Mr. Perez served for five years as President
and CEO of HP’s Inkjet Imaging Business. In his career, Mr. Perez held a variety of positions in research and development,
sales, manufacturing, marketing and management both in Europe and the United States. Just prior to joining Kodak,

Mr. Perez served as an independent consultant for large investment firms, providing counsel on the effect of technology
shifts on financial markets. From June 2000 to December 2001, Mr. Perez was President and CEO of Gemplus
International. Mr. Perez is a member of the board of directors of Freescale Semiconductor, Inc. He is a member of the
Business Council as well as the Business Roundtable. He is a member of the International Consultative Conference on the
Future Economic Development of Guangdong Province, China, an advisory body for the Governor of Guangdong, China. He
is also a member of the board of trustees of the George Eastman House. A native of Spain, Mr. Perez studied electronic
engineering, marketing and business in Spain and France.

DIRECTORS CONTINUING TO SERVE A THREE-YEAR TERM
EXPIRING AT THE 2007 ANNUAL MEETING
(CLASS Il DIRECTORS)

MICHAEL J. HAWLEY  Director since December 2004

Dr. Hawley, 44, is the former Director of Special Projects at the Massachusetts Institute of Technology. Prior to

assuming these duties in 2001, Dr. Hawley served as the Alex W. Dreyfoos Assistant Professor of Media Technology at
the MIT Media Lab. From 1986 to 1995, he held a number of positions at MIT, including Assistant Professor, Media
Laboratory; Assistant Professor, EECS; and Research Assistant, Media Laboratory. Dr. Hawley is the founder of Friendly
Planet, a non-profit organization working to provide better educational opportunities for children in developing regions

of the world. He is also a co-founder of Things That Think, a ground-breaking research program that examines the way
digital media infuses itself into everyday objects. Dr. Hawley graduated from Yale University with a BS degree in computer
science and music and holds a Ph.D. degree from MIT. He is also a Director of Color Kinetics, a public company
pioneering solid state lighting.

WILLIAM H. HERNANDEZ  Director since February 2003

Mr. Hernandez, 57, is Senior Vice President, Finance, and CFO of PPG Industries, Inc., a diversified manufacturer of
protective and decorative coatings, flat glass, fabricated glass products, continuous strand fiberglass and industrial and
specialty chemicals for a variety of industries. Prior to assuming his current duties in 1995, Mr. Hernandez served as
PPG’s Corporate Controller from 1990 to 1994 and as Vice President and Controller in 1994. From 1974 until 1990,

Mr. Hernandez held a number of positions at Borg-Warner Corporation, including Assistant Controller, Chemicals;
Controller, Chemicals; Business Director, ABS Polymers; Assistant Corporate Controller; Vice President, Finance; and CFO,
Borg- Warner Automotive, Inc. Earlier in his career, he was a financial analyst for Ford Motor Company. Mr. Hernandez
received a BS degree from the Wharton School of the University of Pennsylvania and an MBA from Harvard Business
School. Mr. Hernandez is a Certified Management Accountant. Mr. Hernandez served as a director of Pentair, Inc. from
July 2001 to November 2003.

HECTOR DE J. RUIZ  Director since January 2001

Dr. Ruiz, 60, joined AMD in January of 2000. AMD provides microprocessors and silicon-based solutions for customers in
the communications and computer industries. Prior to being appointed CEO, Dr. Ruiz served as AMD President and COO0.
His career spans more than 30 years with leading technology firms including Texas Instruments and Motorola, where he
served as president of the company’s Semiconductor Products Sector. Dr. Ruiz is actively committed to education, and
serves on the Engineering Foundation Advisory Council for the College of Engineering at the University of Texas. Dr. Ruiz
earned a bachelor’s and a master’s degree in electrical engineering from the University of Texas at Austin before earning
his doctorate in electronics from Rice University in Houston.
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LAURA D’ANDREA TYSON

RICHARD S. BRADDOCK

DURK I. JAGER

3 fl 4
DEBRA L. LEE

LAURA D’ANDREA TYSON  Director since May 1997

Dr. Tyson, 58, is Dean of London Business School, a position she accepted in January 2002. She was formerly the Dean
of the Walter A. Haas School of Business at the University of California, Berkeley, a position she held since July 1998.
Previously, she was Professor of and holder of the Class of 1939 Chair in Economics and Business Administration at the
University of California, Berkeley, a position she held from January 1997 to July 1998. Prior to this position, Dr. Tyson
served in the first Clinton Administration as Chairman of the President’s National Economic Council and 16" Chairman
of the White House Council of Economic Advisers. Prior to joining the Administration, Dr. Tyson was Professor of
Economics and Business Administration, Director of the Institute of International Studies and Research Director of the
Berkeley Roundtable on the International Economy at the University of California, Berkeley. Dr. Tyson holds a BA degree
from Smith College and a Ph.D. degree in economics from the Massachusetts Institute of Technology. Dr. Tyson is the
author of numerous articles on economics, economic policy and international competition. She is a director of Morgan
Stanley and AT&T.

DIRECTORS CONTINUING TO SERVE A THREE-YEAR TERM
EXPIRING AT THE 2008 ANNUAL MEETING
(CLASS 11l DIRECTORS)

RIGHARD S. BRADDOCK  Director since May 1987

Mr. Braddock, 64, is Chairman of MidOcean Partners, a private equity firm, a position he has held since December 2003.
He is the former Chairman of priceline.com, a position he held from July 2000 to April 2004. He was CEO of priceline.com
from July 1998 to June 2000 and from May 2001 to December 2002. He was Chairman of True North Communications
from July 1997 to January 1999. He was a principal of Clayton, Dubilier & Rice from June 1994 until September 1995.
From January 1993 until October 1993, he was CEO of Medco Containment Services, Inc. From January 1990 through
October 1992, he served as President and COO of Citicorp and its principal subsidiary, Citibank, N.A. Prior to that, he
served for approximately five years as Sector Executive in charge of Citicorp’s Individual Bank, one of the financial service
company’s three core businesses. Mr. Braddock graduated from Dartmouth College with a degree in history, and received
his MBA degree from the Harvard School of Business Administration. He is a director of Cadbury Schweppes, Marriott
International, Inc. and MidOcean Partners, and Chairman of Fresh Direct, a private company.

DURK I. JAGER  Director since January 1998

Mr. Jager, 62, is the former Chairman of the Board, President and CEO of The Procter & Gamble Company. He left these
positions in July 2000. He was elected to the position of CEQ in January 1999 and Chairman of the Board effective
September 1999, while continuing to serve as President since 1995. He served as Executive Vice President from 1990
t0 1995. Mr. Jager joined The Procter & Gamble Company in 1970 and was named Vice President in 1987. He graduated
from Erasmus Universiteit, Rotterdam, The Netherlands. Mr. Jager is a member of the supervisory Board of Royal KPN
(The Netherlands) and is non-Executive Chairman of the Supervisory Board of Royal Wessanen (The Netherlands) and a
director of Chiquita Brands International, Inc. and Polycom Inc.

DEBRA L. LEE  Director since September 1999

Ms. Lee, 51, is Chairman and CEO of BET Holdings, Inc. (BET), a media and entertainment company. She joined BET

in 1986 as Vice President and General Counsel. In 1992, she was elected Executive Vice President of Legal Affairs and
named publisher of BET’s magazine division, in addition to serving as General Counsel. She was placed in charge of
strategic business development in 1995. Ms. Lee holds a BA degree from Brown University and MA and JD degrees from
Harvard University. She is affiliated with several professional and civic organizations. Ms. Lee is a director of WGL
Holdings, Inc., Marriott International, Inc. and Revlon, Inc.



COMMITTEES OF THE BOARD

The Board has the five committees described below. The Board has determined that each of the members of the Audit Committee

(Richard S. Braddock, William H. Hernandez, Paul H. O’Neill and Hector de J. Ruiz), the Corporate Responsibility and Governance Committee

(Martha Layne Collins, Michael J. Hawley, Debra L. Lee, Delano E. Lewis and Laura D’Andrea Tyson), the Executive Compensation and Development
Committee (Martha Layne Collins, Timothy M. Donahue, Durk I. Jager and Debra L. Lee) and the Finance Committee (Michael J. Hawley,

Timothy M. Donahue, Durk |. Jager, Delano E. Lewis and Laura D’Andrea Tyson) has no material relationship with the Company (either directly or

as a partner, shareholder or officer of an organization that has a relationship with the Company) and is independent under the Company’s Director
Independence Standards and, therefore, independent within the meaning of the NYSE’s corporate governance listing standards and, in the case of the
Audit Committee, the rules of the SEC.

In addition to the committee meetings listed below, it is the practice of the Company that the members of management who work with a
particular committee meet with the chair of that committee prior to each committee meeting. In the case of the Audit Committee and the Executive
Compensation and Development Committee, management meets with the committee chair on a more frequent basis.

Audit Committee — 14 meetings in 2005

The Audit Committee assists the Board in overseeing: the integrity of the Company’s financial reports; the Company’s compliance with legal and
regulatory requirements; the independent registered public accounting firm’s (the independent accountants) selection, qualifications, performance and
independence; the Company’s systems of disclosure controls and procedures and internal control over financial reporting; and the performance of the
Company’s internal auditors. A detailed list of the Committee’s functions is included in its charter, which can be accessed at
www.kodak.com/go/governance.

In the past year, the Audit Committee:
e discussed the independence of the independent accountants;
e discussed the quality of the accounting principles used to prepare the Company’s financial statements;
e reviewed the Company’s periodic financial statements;
e oversaw the Company’s compliance with requirements of the Sarbanes-Oxley Act, SEC rules and NYSE listing requirements;
e retained the independent accountants;

e reviewed and approved the audit and non-audit budgets and activities of both the independent accountants and the internal audit staff
of the Company;

e received and analyzed reports from the Company’s independent accountants and internal audit staff;
e recommended and approved the establishment of the position of Chief Compliance Officer;

e met separately and privately with the independent accountants and with the Company’s Director, Corporate Auditing, to ensure that the scope
of their activities had not been restricted and that adequate responses to their recommendations had been received;

e reviewed the progress of the Company’s internal controls assessment;

e conducted and reviewed the results of a Committee evaluation;

e reviewed the fees and activities of the Company’s other significant service providers;

e reviewed the results of the peer review and PCAOB report on 2003 limited inspection of the independent accountants;

e reviewed the results of the Company’s employee affirmation process relating to the Company’s Business Conduct Guide;

e oversaw management’s evaluation and remediation of material weaknesses in controls surrounding pension and other post-retirement
benefits and spreadsheet controls and the ongoing remediation of the material weakness in control surrounding accounting for income
taxes; and

¢ monitored the Company’s legal and regulatory compliance, compliance with the Company’s Business Conduct Guide and activity regarding the
Company’s Business Conduct Help Line.

Corporate Responsibility and Governance Committee — 7 meetings in 2005

The Corporate Responsibility and Governance Committee assists the Board in: overseeing the Company’s corporate governance structure; identifying
and recommending individuals to the Board for nomination as directors; performing an annual review of the Board’s performance; and overseeing the
Company’s activities in the areas of environmental and social responsibility, charitable contributions, diversity and equal employment opportunity. A
detailed list of the Committee’s functions is included in its charter, which can be accessed at www.kodak.com/go/governance.

In the past year, the Corporate Responsibility and Governance Committee:
e recommended to the Board a 2005 Board business plan and monitored the Board’s performance against this plan;
e discussed best practices and evolving developments in the area of corporate governance;
e undertook a search for potential candidates to serve as members of the Board, which remains ongoing;
e engaged its own search firm to assist in the identification and selection of these director candidates;
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¢ met with the Company’s Chief Diversity Officer to review the Company’s progress against the Diversity Advisory Panel’s
2004 recommendations;

e prepared and conducted an evaluation of the Committee’s own performance, discussed the results of the evaluation and prepared an action
plan from these discussions to further enhance the Committee’s performance;

e recommended to the Board amendments to the Company’s restated certificate of incorporation to declassify the Board and eliminate the super
majority voting provisions;

e reviewed the Company’s Health, Safety and Environment strategies and management system;

e reviewed and approved the Company’s 2006 Charitable Contributions Budget;

¢ monitored the Board’s progress against its action plan from its 2004 evaluation;

e oversaw the Board’s annual performance review; and

¢ recommended to the Board a realignment of the Board’s committee assignments.

The Corporate Responsibility and Governance Committee is sometimes referred to as the “Governance Committee” in this Proxy Statement.

Executive Compensation and Development Committee — 13 meetings in 2005

The Executive Compensation and Development Committee assists the Board in: overseeing the Company’s executive compensation strategy;
overseeing the administration of its executive compensation and equity-based compensation plans; reviewing and approving the compensation of the
Company’s CEO; overseeing the compensation of the Company’s executive officers; reviewing the Company’s succession plans for its CEO, President,
if applicable, and other key positions; and overseeing the Company’s activities in the areas of leadership and executive development. A detailed list of
the Committee’s functions is included in its charter, which can be accessed at www.kodak.com/go/governance.

In the past year, the Executive Compensation and Development Committee:

e oversaw the implementation of the Company’s succession plan for its CEQ and Chairman, and determined the compensation arrangements
for Antonio M. Perez in connection with his election as CEQ and Chairman and for Daniel A. Carp in connection with his retirement as CEO
and Chairman;

e reviewed the executive compensation strategy, goals and principles;
e reviewed the Company’s executive development process;

e reviewed the Company’s global benefit plans, including its healthcare and retirement benefits, and the associated liabilities, strategies and
cost control initiatives;

e completed a review of the Committee’s own performance;

e set the compensation for the CEO and reviewed and approved the compensation recommendations for the Company’s other executive officers;
e reviewed tally sheets setting forth all components of the CEQ’s and the named executive officers’ compensation;

e reviewed the Company’s change in control program; and

e granted and certified awards under the Company’s compensation plans.

The Executive Compensation and Development Committee is sometimes referred to as the “Compensation Committee” in this Proxy Statement.

Finance Committee — 4 meetings in 2005
The Finance Committee assists the Board in overseeing the Company’s: balance sheet and cash flow performance; financing plans; capital
expenditures; acquisitions, joint ventures and divestitures; risk management programs; performance of sponsored pension plans; and tax policy.
A detailed list of the Committee’s functions is included in its charter, which can be accessed at www.kodak.com/go/governance.
In the past year, the Finance Committee:

e reviewed and approved and recommended Board approval of the Company’s new secured credit facility;

e reviewed the Company’s capital structure and financing strategies including dividend declaration, capital expenditures, debt repayment plan,

share repurchase and hedging of foreign exchange and commodity price risks;

e reviewed cash flow and balance sheet performance;

e reviewed credit ratings and key financial ratios;

e reviewed significant acquisitions, divestitures, including real estate sales, and joint ventures;

e reviewed investment performance;

e reviewed the funding status and performance of the Company’s defined benefit pension plans;

e reviewed the Company’s insurance risk management, crisis management and asset protection programs; and

e reviewed the Company’s tax policy and strategies.



Executive Committee — No meeting in 2005

The Executive Committee is composed of six directors: the Chairman of the Board, the Presiding Director and the Chairs of the other four committees.

The Committee is generally authorized to exercise all of the powers of the Board in the intervals between meetings of the Board. The Executive
Committee did not meet in 2005. The Committee’s Charter can be accessed at www.kodak.com/go/governance.

COMMITTEE MEMBERSHIP

Corporate Responsibility Executive Compensation

Director Name Audit Committee | and Governance Committee and Development Committee Finance Committee

Richard S. Braddock X

Martha Layne Collins X X

Timothy M. Donahue X* X

Michael J. Hawley X X

William H. Hernandez X

Durk I. Jager X X

Debra L. Lee X X

Delano E. Lewis X X

Paul H. O’Neill X

Hector de J. Ruiz X

Laura D’Andrea Tyson X X
*Chair

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

The following directors served on the Compensation Committee during 2005: Martha Layne Collins, Timothy M. Donahue, Durk I. Jager,
Debra L. Lee, Paul H. O’Neill and Hector de J. Ruiz. There were no Compensation Committee interlocks between the Company and other entities
involving the Company’s executive officers and directors.

GOVERNANCE PRACTICES

Described below are some of the significant governance practices that have been adopted by our Board.

Presiding Director

Our Board created the position of Presiding Director in February 2003. Richard S. Braddock has been designated the Board’s Presiding Director. The
primary functions of the Presiding Director are to: 1) ensure that our Board operates independently of our management; 2) chair the meetings of the
independent directors; 3) act as the principal liaison between the independent directors and the CEQ; and 4) assist the Board in its understanding of
the boundaries between Board and management responsibilities. A more detailed description of the Presiding Director’s duties can be found at
www.kodak.com/go/governance.

Meeting Attendance

In February 2004, our Board adopted a “Director Attendance Policy.” A copy of this policy is attached as an appendix to our Corporate

Governance Guidelines, which are attached as Exhibit I. Under this policy, all of our directors are strongly encouraged to attend our annual meetings
of shareholders.

In 2005, the Board held a total of 12 meetings. Each director attended in excess of 75% of the meetings of the Board and committees of the Board on
which the director served. All of our directors attended our 2005 annual meeting of shareholders.
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Executive Sessions
Executive sessions of our non-management directors are held at least four times a year. These sessions are chaired by our Presiding Director.

If all of our non-management directors are not independent, the independent members of our Board will meet in executive session at least once a year.
Our Presiding Director will chair these meetings.

In 2005, all of our non-management directors were independent. They met in executive session four times.

Board Declassification

Last year, the Board submitted for your approval a management proposal that all Board members be elected annually. You approved this proposal by
a substantial majority and, as a result, the Company amended its Restated Certificate of Incorporation to eliminate the classified system. As required
by the proposal, this is being done in stages starting this year, so that all board members will be elected to one-year terms beginning in 2008. On
balance, the Board believes a declassified board better ensures that the Company’s corporate governance policies maximize accountability to you.

Communications with Our Board

The Board maintains a process for our shareholders and other interested parties to communicate with the Board of Directors. Shareholders and
interested parties who wish to communicate with the Board or the independent directors as a group may send an email to our Presiding Director

at presiding-director@kodak.com or may send a letter to our Presiding Director at P.0. Box 92818, Rochester, NY 14650. Communications sent

by email will go simultaneously to Kodak’s Presiding Director and Secretary. Our Secretary will review communications sent by mail and if they are
relevant to, and consistent with, Kodak’s operations, policies and philosophies, they will be forwarded to the Presiding Director. By way of example,
communications that are unduly hostile, threatening, illegal or similarly inappropriate will not be forwarded to the Presiding Director. Our Secretary
will periodically provide the Board with a summary of all communications received that were not forwarded to the Presiding Director and will make
those communications available to any director upon request. The Presiding Director will determine whether any communication sent to the full Board
should be properly addressed by the entire Board or a committee thereof and whether a response to the communication is warranted. If a response is
warranted, the Presiding Director may choose to coordinate the content and method of the response with our Secretary.

Consideration of Director Nominees
The Governance Committee will consider for nomination as director of the Company candidates recommended by its members, other Board members,
management, shareholders and the search firms it retains.

Shareholders wishing to recommend candidates for consideration by the Governance Committee may do so by providing the following information, in
writing, to the Governance Committee, ¢/o Secretary, Eastman Kodak Company, 343 State Street, Rochester, NY 14650-0218: 1) the name, address
and telephone number of the shareholder making the request; 2) the number of shares of the Company owned, and if such person is not a shareholder
of record or if such shares are held by an entity, reasonable evidence of such person’s ownership of such shares or such person’s authority to act

on behalf of such entity; 3) the full name, address and telephone number of the individual being recommended, together with a reasonably detailed
description of the background, experience and qualifications of that individual; 4) a signed acknowledgement by the individual being recommended
that he or she has consented to: a) serve as director if elected and b) the Company undertaking an inquiry into that individual’s background,
experience and qualifications; 5) the disclosure of any relationship of the individual being recommended with the Company or any subsidiaries or
affiliates, whether direct or indirect; and 6) if known to the shareholder, any material interest of such shareholder or individual being recommended

in any proposals or other business to be presented at the Company’s next annual meeting of shareholders (or a statement to the effect that no
material interest is known to such shareholder). Our Board may change the process by which shareholders may recommend director candidates to the
Governance Committee. Please refer to the Company’s website at www.kodak.com/go/governance for any changes to this process.

With regard to the election of directors covered by this Proxy Statement, the Company received recommendations of a director candidate from two
individuals, each of whom nominated himself. In both cases, the candidate failed to supply the information required under the process described above
at the time of his nomination. As a result, our Secretary wrote to both individuals requesting that they supply the necessary information. As of the date
of the preparation of this Proxy Statement, neither candidate had replied to our Secretary.

Director Qualification Standards

When reviewing a potential candidate for the Board, the Governance Committee looks to whether the candidate possesses the necessary
qualifications to serve as a director. To assist it in these determinations, the Governance Committee has adopted “Director Qualification Standards.”
The Director Qualification Standards are attached as an appendix to the Company’s Corporate Governance Guidelines, which are attached as Exhibit I.
These standards specify the minimum qualifications that a nominee must possess in order to be considered for election as a director. If a candidate
possesses these minimum qualifications, the Committee, in accordance with the Director Selection Process described in the next section, will

then consider the candidate’s qualifications in light of the needs of the Board and the Company at that time, given the then current mix of

director attributes.



Director Selection Process

As provided in the Company’s Corporate Governance Guidelines, the Governance Committee seeks to create a diverse and inclusive Board that, as a
whole, is strong in both its knowledge and experience. When identifying, screening and recommending new candidates to the Board for membership,
the Governance Committee follows the procedures outlined in its “Director Selection Process.” The Director Selection Process is attached as an
appendix to the Company’s Corporate Governance Guidelines, which are attached as Exhibit . The Governance Committee generally uses the services
of a third-party executive search firm when identifying and evaluating possible nominees for director.

Board Business Plan

Last year the Board adopted a formal process for annually establishing and prioritizing its goals. The end product of this process is a “board business
plan.” The Board believes that annually adopting such a plan will enhance its ability to annually measure its performance, improve its focus on the
Company’s long-term strategic issues and ensure that its goals are linked to the Company’s strategic initiatives.

Under the process approved by the Board, each year the Governance Committee submits to the Board a proposed list of Board goals for the

following year along with a proposed list of performance measures to track the Board’s performance against these goals. At its first meeting of the
year, the Board finalizes its goals for the year, prioritizes these goals and defines the performance measures for each goal. The Governance Committee
is responsible for tracking the Board’s performance against its goals and routinely reporting these results to the Board. Performance against the goals
is assessed as part of the Board’s annual evaluation process.

Chief Compliance Officer

With the support of the Board, Patrick M. Sheller was named to the new position of Chief Compliance Officer effective August 23, 2005. While the
Company has a strong tradition of maintaining the highest standards of business practice, this action was taken in part to heighten the awareness
and importance of an effective compliance program and strong compliance culture within the Company. Some key functions of the Chief Compliance
Officer are ensuring that the Company’s compliance programs and policies continue to meet the highest legal, regulatory and ethical standards;
monitoring adherence to these programs and policies; working with regulatory agencies on compliance matters; and implementing compliance
awareness programs and training. The position reports to both the Audit Committee and the Secretary.

Board Policy on Recoupment of Bonuses Upon Restatement Due to Fraud or Misconduct

In February 2006, the Board, on the recommendation of the Governance Committee, approved a policy on recoupment of performance-based bonuses
in the event of certain restatements of financial results. Specifically, the policy provides that in the event of a restatement due to fraud or misconduct,
the Board will review performance-based bonuses to named executive officers whose fraud or misconduct caused the restatement, and the Company
will recoup such bonuses to the extent that the performance targets on which they were based would not have been met under the restated results.
This policy is published on our website at www.kodak.com/go/governance.

DIRECTOR COMPENSATION

Director Compensation Principles

The Board has adopted the following director compensation principles which are aligned with the Company’s executive compensation principles:
¢ Pay should represent a moderately important element of Kodak’s director value proposition.
e Pay levels should generally target near the market median, and pay mix should be consistent with market considerations.

e Pay levels should be differentiated based on the time demands on some members’ roles, and the Board will ensure regular rotation of certain
of these roles.

e The program design should ensure that rewards are tied to the successful performance of Kodak stock, and the mix of pay should allow
flexibility and Board diversity.

e To the extent practicable, Kodak’s Director Compensation Principles should parallel those of the Company’s executive compensation program.

Annual Payments
Non-employee directors annually receive:
¢ $80,000 as a retainer, at least half of which must be taken in stock or deferred into stock units;
¢ 1,500 stock options that vest on the first anniversary of the date granted; and
e 1,500 restricted shares of the Company’s common stock that vest on the first anniversary of the date granted.

The Committee Chairs, with the exception of the Audit Chair, receive a chair retainer of $10,000 per year for their services, in addition to their annual
retainer as a director. The Audit Chair receives a chair retainer of $15,000 for his services, in addition to his annual retainer as a director.

The Presiding Director receives a retainer of $100,000 per year for his services, in addition to his annual retainer as a director.
Employee directors receive no additional compensation for serving on the Board.
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Director Share Ownership Requirements

A director is not permitted to exercise any stock options or sell any restricted shares granted to him or her by the Company unless and until the
director owns shares of stock in the Company (either outright or through phantom stock units in the directors’ deferred compensation plan) that have
a value equal to at least five times the then maximum amount of the annual retainer which may be taken in cash by the director (currently, this amount
is $200,000).

Deferred Compensation

Non-employee directors may defer some or all of their annual retainer and restricted stock award into a deferred compensation plan. The plan has
two investment options, an interest-bearing account that pays interest at the prime rate and a Kodak phantom stock account. Nine directors deferred
compensation in 2005. In the event of a change in control, the amounts in the phantom accounts will generally be paid in a single cash payment. The
plan’s benefits are neither funded nor secured.

Life Insurance
The Company provides $100,000 of group term life insurance to each non-employee director. This decreases to $50,000 at retirement or age 65,
whichever occurs later.

Charitable Award Program

This program, which was closed to new participants effective January 1, 1997, provides for a contribution by the Company of up to $1,000,000
following a director’s death to a maximum of four charitable institutions recommended by the director. The individual directors derive no financial
benefits from this program. It is funded by self-insurance and joint life insurance policies purchased by the Company. Richard S. Braddock and
Martha Layne Collins continue to participate in the program.

Personal Umbrella Liability Insurance
The Company provides $5,000,000 of personal liability insurance to each non-employee director. This coverage terminates on December 31t of the
year in which the director terminates service on the Company’s Board.

Travel Accident Insurance
The Company provides each non-employee director with $200,000 of accidental death and $100,000 of dismemberment insurance while traveling to,
or attending, Board or Committee meetings.

Travel Expenses

The Company reimburses the directors for travel expenses incurred in connection with attending Board, committee and shareholder meetings and
other Company-sponsored events and provides Company transportation to the directors (including use of Company aircraft) to attend such meetings
and events.



2005 COMPENSATION OF NON-EMPLOYEE DIRECTORS

Chair/Presiding
Director Annual Retainer Director Retainer | Total Retainer Stock Options Restricted Stock Other*
R. S. Braddock $80,000 $100,000 $180,000 1,500 1,500 $6,946
M. L. Collins 80,000 — 80,000 1,500 1,500 3,063
T. M. Donahue 80,000 10,000 90,000 1,500 1,500 2,751
M. J. Hawley 80,000 — 80,000 1,500 1,500 2,319
W. H. Hernandez 80,000 15,000 95,000 1,500 1,500 2,799
D. I. Jager 80,000 10,000 90,000 1,500 1,500 3171
D.L.Lee 80,000 10,000 90,000 1,500 1,500 2,467
D. E. Lewis 80,000 — 80,000 1,500 1,500 3,795
P. H. O’Neill 80,000 — 80,000 1,500 1,500 4,311
H. de J. Ruiz 80,000 — 80,000 1,500 1,500 3,003
L. D. Tyson 80,000 — 80,000 1,500 1,500 2,463

*For R. S. Braddock, the amount includes $1,200 in incremental costs to the Company related to personal use of the Company aircraft, $2,345 for
a company sponsored event, $728 for Company equipment, $618 for Company offered entertainment, $623 for personal liability insurance, $196
for travel/accident and $1,236 for life insurance. For M. L. Collins, the amount includes $714 for Company equipment, $618 for Company offered
entertainment, $623 for personal liability insurance, $196 for travel/accident and $912 for life insurance. For T. M. Donahue, the amount includes
$714 for Company equipment, $618 for Company offered entertainment, $623 for personal liability insurance, $196 for travel/accident and $600
for life insurance. For M. J. Hawley, the amount includes $714 for Company equipment, $618 for Company offered entertainment, $623 for personal
liability insurance, $196 for travel/accident and $168 for life insurance. For W. H. Hernandez, the amount includes $714 for Company equipment,
$618 for Company offered entertainment, $623 for personal liability insurance, $196 for travel/accident and $648 for life insurance. For D. I. Jager,
the amount includes $714 for Company equipment, $618 for Company offered entertainment, $623 for personal liability insurance, $196 for travel/
accident and $1,020 for life insurance. For D. L. Lee, the amount includes $862 for Company equipment, $618 for Company offered entertainment,
$623 for personal liability insurance, $196 for travel/accident and $168 for life insurance. For D. E. Lewis, the amount includes $714 for Company
equipment, $618 for Company offered entertainment, $623 for personal liability insurance, $196 for travel/accident and $1,644 for life insurance.
For P. H. O'Neill, the amount includes $714 for Company equipment, $618 for Company offered entertainment, $623 for personal liability insurance,
$196 for travel/accident and $2,160 for life insurance. For H. de J. Ruiz, the amount includes $714 for Company equipment, $618 for Company
offered entertainment, $623 for personal liability insurance, $196 for travel/accident and $852 for life insurance. For L. D. Tyson, the amount
includes $714 for Company equipment, $618 for Company offered entertainment, $623 for personal liability insurance, $196 for travel/accident
and $312 for life insurance.
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BENEFICIAL SECURITY OWNERSHIP OF MORE THAN 5% OF THE
COMPANY’S COMMON STOCK

As of February 14, 2006, based on Schedule 13G filings, the Company was aware of the following beneficial owners of more than 5% of its

common stock:

Number of Common Shares Percentage of Company’s Common Shares
Shareholder’s Name and Address Beneficially Owned Beneficially Owned
Legg Mason Capital Management, Inc. 71,485,351 24.89%
Legg Mason Funds Management, Inc.
Legg Mason Focus Capital, Inc.
LLM LLC
100 Light St.
Baltimore, MD 21202
Brandes Investment Partners, L.P. 31,410,243 10.9%
Brandes Investment Partners, Inc.
11988 El Camino Real
Suite 500
San Diego, CA 92130
Private Capital Management, Inc. 28,751,541 10% @
8889 Pelican Bay Blvd. - 500
Naples, FL 34108
FMR Corp. 23,919,249 8.3%
82 Devonshire St.

Boston, MA 02109

(1) As set forth in Amendment No. 3 of Shareholder’s Schedule 13G/A, as of December 31, 2005, filed on February 14, 2006. The filing discloses
that the four entities listed had shared voting and dispositive power with respect to all shares as follows:

Name Number of Shares with Shared Voting and Dispositive Power | Percent of Class Represented
Legg Mason Capital Management, Inc. 44,344,643 15.44%
Legg Mason Funds Management, Inc. 10,008,142 3.48%
LLMLLC 17,077,000* 5.95%
Legg Mason Focus Capital, Inc. 55,575 0.02%

*Includes 13,877,000 shares that may be deemed to be beneficially owned by LLM LLC due to its beneficial ownership of certain options.

(2) As setforth in Shareholder’s Schedule 13G, as of December 31, 2005, filed on February 14, 2006. Bruce S. Sherman, CEOQ of Private Capital
Management, Inc. (PCM), and Gregg J. Powers, President of PCM, in their respective capacities as CEQ and President, exercise shared
dispositive and shared voting power with respect to the shares held by PCM’s clients and managed by PCM. Messrs. Sherman and Powers
disclaim beneficial ownership for the shares held by PCM’s clients and disclaim the existence of a group.




BENEFICIAL SECURITY OWNERSHIP OF DIRECTORS, NOMINEES AND
EXECUTIVE OFFICERS

Directors, Nominees Number of Common Shares Percentage of Company’s Common Shares
and Executive Officers Beneficially Owned on March 1, 2006 Beneficially Owned
Richard S. Braddock 44,328 @0 0.0137
Robert H. Brust 443,358 @0) 0.1368
Daniel A. Carp 1,746,830 @©® 0.5389
Martha Layne Collins 32,562 @) 0.0100
Timothy M. Donahue 22,948 @® 0.0071
Philip J. Faraci 20,932 © 0.0065
Michael J. Hawley 6,808 @® 0.0021
William H. Hernandez 13,426 @) 0.0041
Durk 1. Jager 36,918 @® 0.0114
James T. Langley 30,272 ® 0.0093
Debra L. Lee 23,909 @) 0.0074
Delano E. Lewis 19,249 @ 0.0059
Bernard V. Masson 73,662 @0 0.0227
Paul H. O’Neill 17,358 @® 0.0054
Antonio M. Perez 811,438 @© 0.2503
Hector de J. Ruiz 25,613 ® 0.0079
Laura D’Andrea Tyson 23,754 @) 0.0073
All Directors, Nominees and Executive Officers

as a Group (26), including the above 4,080,131 @0 1.2587

The above table reports beneficial ownership of the Company’s common stock in accordance with Rule 13d-3 under the Securities Exchange Act.
This means all Company securities over which the directors, nominees and executive officers directly or indirectly have, or share voting or investment
power, are listed as beneficially owned. The figures above include shares held for the account of the above persons in the Eastman Kodak Shares
Program and the Kodak Employees’ Stock Ownership Plan, and the interests of the above persons in the Kodak Stock Fund of the Eastman Kodak
Employees’ Savings and Investment Plan, stated in terms of Kodak shares.

(Footnotes on next page)
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The chart below includes the following: footnote (a) - Kodak common stock equivalents, which are held in deferred compensation plans; and footnote

(b) - the number of shares which may be acquired by exercise of stock options:

Name Footnote (a) Footnote (b)
Richard S. Braddock 6,525 11,500
Robert H. Brust 29,570 363,599
Daniel A. Carp 288,938 1,424,610
Martha Layne Collins 16,362 11,500
Timothy M. Donahue 7,048 9,500
Philip J. Faraci 0 10,932
Michael J. Hawley 1,857 1,500
William H. Hernandez 6,926 3,500
Durk 1. Jager 20,918 11,500
James T. Langley 3,356 14,515
Debra L. Lee 3,721 11,500
Delano E. Lewis 6,549 9,500
Bernard V. Masson 33,862 39,799
Paul H. O’Neill 11,358 3,500
Antonio M. Perez 87,068 564,370
Hector de J. Ruiz 0 9,500
Laura D’Andrea Tyson 7,266 11,500
All Directors, Nominees and Executive Officers 604,395 3,050,521

(c) Eachindividual executive officer and director listed above beneficially owned less than 1% of the outstanding shares of the Company’s common

stock. As a group, these executive officers and directors owned 1.26% of the outstanding shares of the Company’s common stock.



B Executive Compensation

SUMMARY COMPENSATION TABLE

The individuals named in the following table are the Company’s current and retired CEOs who served during 2005 and the four other most highly

compensated executive officers under ltem 402(a)(3) of Regulation S-K during 2005, including one retired officer. These six executive officers are
sometimes referred to as the “named executive officers” in this Proxy Statement. Messrs. Carp and Masson retired from the Company on
January 1, 2006 and January 2, 2006, respectively. The figures shown include both amounts paid and amounts deferred.

Annual Compensation Long-Term Compensation
Awards Payouts
Other Restricted Securities

Name and Annual Stock Underlying LTIP All Other
Principal Position Year | Salary® | Bonus®™ | Compensation® | Awards® | Options/SARs® | Payouts® |Compensation®
A. M. Perez 2005 | $1,049,554 | $2,358,434 |  $1,477,987 $1,594,200 435,000 $464,100 | $ 0
Chairman & CEO 2004 | 1,010,030 | 1,242,618 69,240 0 90,130 0 0

2003 | 648,269 819,000 18,573 4,143,500 551,500 478,899 0
R. H. Brust 2005 | 751,623 818,611 55,824 710,640 80,333 106,756 491,550
Exec. VP & CFO 2004 | 765,631 686,384 — 0 18,000 0 515,800

2003 | 676,577 585,446 — 0 14,400 368,986 434,100
P. J. Faraci 2005 | 473,464 547,302 28,006 0 83,440 0 6,150
Sr. VP
J. T. Langley 2005 | 499,873 838,050 40,208 0 83,440 87,256 6,150
Sr. VP 2004 | 507,846 606,332 — 0 16,750 0 6,000

2003 | 155,288 134,947 — 313,950 13,400 0 1,827
Retired Officers
D. A. Carp 2005 | 1,105,904 | 2,591,600 227,118 0 199,667 795,600 0
Retired Chairman & CEO | 2004 | 1,138,328 | 2,172,988 155,548 0 108,000 0 0

2003 | 1,080,769 | 1,909,600 15,916 0 72,000 883,670 0
B. V. Masson 2005 | 638,868 462,231 10,741 0 79,750 106,756 0
Retired Sr. VP 2004 | 655,248 627,785 — 0 21,600 0 0

2003 | 480,192 501,783 — 472,800 14,400 250,409 0

(@) Salary Twenty-six pay periods fell within 2005, rather than 27 as in 2004. As a result, the salary amounts for four named executives,
R. H. Brust, J. T. Langley, D. A. Carp and B. V. Masson, are lower than they were in 2004. A. M. Perez’s salary increased during 2005 as a
result of his promotion to CEO effective June 1, 2005.

(b) Bonus This column shows Executive Compensation for Excellence and Leadership Plan (EXCEL) awards for services performed, not paid, in

each year indicated. For A. M. Perez, the bonus amount in 2005 also includes a cash award of $150,000 in connection with his promotion to CEQ
effective June 1, 2005. For P. J. Faraci, for 2005, the amount includes a signing bonus of $50,000 paid under the terms of his November 3, 2004
offer letter which is described on page 33. For J. T. Langley for 2003, 2004 and 2005, the amounts include a cash sign-on bonus of $25,000
paid under the terms of his August 12, 2003 offer letter, which is described on page 33; and for 2004 and 2005, the amounts include payments
of $200,000 and $300,000, respectively, under the terms of the individual long-term bonus plan contained in his August 12, 2003 offer letter.
For B. V. Masson for 2003, the amount includes a one-time performance-based bonus of $41,450 as provided for under his November 7, 2002
offer letter.

(c) Other Annual Compensation The amounts in this column include tax reimbursements and perquisites and other personal benefits where the
total incremental cost of all perquisites and other personal benefits exceeds the lesser of $50,000 or 10% of each executive’s salary and bonus



per year. Although the total perquisites in 2005 for P. J. Faraci, J. T. Langley and B. V. Masson fall below this disclosure threshold,
information regarding their perquisites is nevertheless shown in order to provide more fulsome disclosure. More detailed information on
perquisites is provided below where the value of an individual item exceeds 25% of total perquisites for the applicable executive. Where no
amount is shown, there were no tax reimbursements and the value of the perquisites or personal benefits provided was less than the
minimum amount required to be reported.

Perquisites for 2004 and 2005 are valued at their incremental cost to the Company. The incremental cost to the Company for personal use of
Company aircraft is calculated based on the direct operating costs to the Company, including fuel costs, FBO handling and landing fees, vendor
maintenance costs, catering, travel fees and other miscellaneous direct costs. Fixed costs that do not change based on usage, such as salaries
and benefits of crew, training of crew, utilities, taxes and general maintenance and repairs, are excluded. The amounts reported for 2004 and
2005 reflect a change in valuation methodology from 2003 in which the cost of personal use of Company aircraft is calculated using the Standard
Industrial Fare Level (SIFL) tables found in the tax regulations.

For D. A. Carp, the amount for 2005 includes a tax reimbursement of $22,973 due to income attributed to him and $199,680 in incremental
costs to the Company, both relating to his use of Company aircraft. The amount for 2004 includes a tax reimbursement of $21,485 due to income
attributed to him and $121,875 in incremental costs to the Company, both relating to his use of Company aircraft. For 2003, the amount is for a
tax reimbursement relating to his use of Company aircraft. The Company required D. A. Carp to use Company transportation for security reasons
in each of these three years.

For A. M. Perez, the amount for 2005 includes relocation expenses of $704,848 and a tax reimbursement on these relocation expenses of
$564,032, and $152,208 in incremental costs to the Company relating to his use of Company aircraft. The Company requires A. M. Perez to use
Company transportation for security reasons effective upon his promotion to Chief Executive Officer. The amount for 2004 includes relocation
expenses of $19,455 and a tax reimbursement on these relocation expenses of $2,787, and $37,125 relating to his use of Company aircraft. For
2003, the amount shown includes a tax reimbursement for relocation expenses paid under the Company’s new hire relocation program and

A. M. Perez’s March 3, 2003 offer letter.

For R. H. Brust, the amount for 2005 includes $51,000 in incremental costs to the Company relating to his use of Company aircraft.

For P. J. Faraci, the amount for 2005 includes relocation expenses of $15,016 and a tax reimbursement on these relocation expenses of $11,116.
For J. T. Langley, the amount for 2005 includes $36,600 in incremental costs to the Company relating to his use of Company aircraft. For
B. V. Masson, the amount for 2005 includes $8,400 in incremental costs to the Company relating to his use of Company aircraft.

Restricted Stock Awards The awards shown represent grants of restricted stock or restricted stock units valued as of the date of grant.
Dividends are paid on the restricted shares and restricted units as and when dividends are paid on Kodak common stock. The following table
shows a breakdown of restricted stock or restricted stock unit grants for 2003-2005:

Name Year Number of Shares Granted Award Program Value Valuation Date
A. M. Perez 2005 60,000 Promotion Award $26.57 06/01/05
2003 100,000 Signing Bonus 30.97 04/02/03
50,000 Retention Award 20.93 10/01/03
R. H. Brust 2005 27,000 0 Retention Award 26.32 05/12/05
J. T. Langley 2003 15,000 @ Signing Bonus 20.93 10/01/03
Retired Officer
B. V. Masson 2003 20,000 Retention Award 23.64 10/21/03

(1) One-third of these shares will vest on each of February 1, 2007, February 1, 2008 and February 1, 2009. The terms of Mr. Brust’s retention agreement
provide that if he terminates employment for other than cause on or after January 3, 2007, all remaining restrictions on the shares will lapse and he will not
forfeit these shares.

(2) One-half of these shares vested on October 1, 2005 and one-half will vest on October 1, 2006. Under the terms of Mr. Langley’s offer letter, if his
employment is terminated without cause or if he terminates his employment for good reason, he is entitled to retain a prorated portion of the restricted
shares and the restrictions will lapse.



The total number and value of restricted shares and units held as of December 31, 2005 for each named individual (valued at $23.40
per share) were:

Name Number of Shares and Units Value
A. M. Perez 210,000 $4,914,000
R. H. Brust 29,500 690,300
P.J. Faraci 10,000 234,000
J. T. Langley 7,500 175,500
Retired Officers

D. A. Carp 20,000 468,000
B. V. Masson 20,000 468,000

(e)

Securities Underlying Options/SARs The amounts for 2005 represent: 1) grants made on June 1, 2005 under a program to reward key
executives for their roles in the Company’s digital transformation; 2) a grant of 300,000 options made to A. M. Perez on June 1, 2005 in
recognition of his promotion to Chief Executive Officer; 3) grants made in the fourth quarter under the annual officer stock option program; and
4) a grant of 10,000 options made to P. J. Faraci on May 12, 2005 in recognition of his promotion to senior vice president of the Company.

The amounts for 2004 represent grants made in the fourth quarter of 2004 under the officer stock option program.

The amounts for 2003 represent; 1) a grant of 500,000 options awarded to A. M. Perez on April 2, 2003 as a sign-on bonus and 2) grants made
in the fourth quarter under the officer stock option program.

LTIP Payouts For 2005, this amount represents the value of restricted stock unit awards made under the 2004-2005 performance cycle of the
Leadership Stock Program under the 2000 Omnibus Long-Term Compensation Plan. The value of these awards was computed at $26.00, the
closing price of the Company’s common stock on February 21, 2006 (since the date of the award, February 20, 2006, was a holiday). The award
amounts were as follows: A. M. Perez - 17,850; R. H. Brust — 4,106; J. T. Langley — 3,356; D. A. Carp — 30,600; and B. V. Masson — 4,106.

Mr. Faraci was not eligible for this award since he became employed during the performance cycle. Except in the case of Messrs. Carp and
Masson, who have terminated employment with the Company for an “approved reason,” payment of the awards is subject to a one-year vesting
period as described on page 31.

No awards were paid for the periods 2003-2005 and 2001-2003 under the Performance Stock Program. The amounts shown for 2003 are the
value of the final awards paid under the Executive Incentive Plan of the 2002-2004 performance cycle of the Performance Stock Program
based on performance over the period 2002-2003, computed as of the date of the award, February 17, 2004, at $29.07 per share:

A. M. Perez - 16,474; R. H. Brust — 12,693; D. A. Carp — 30,398; and B. V. Masson — 8,614. The awards were paid in shares of Kodak

common stock.

All Other Compensation For R. H. Brust for 2005, the amount represents $485,400 of principal and interest forgiven in connection with the
loan from the Company described below and $6,150 as the Company’s matching contribution to its 401(K) plan; for 2004, the amount

represents $509,800 of principal and interest forgiven in connection with the loan from the Company described below and $6,000 as the
Company’s matching contribution to its 401(K) plan; for 2003, the amount represents $428,100 of principal and interest forgiven in connection
with the loan and $6,000 as the Company’s matching contribution to its 401(K) plan. For P. J. Faraci and J. T. Langley, the amounts represent the
Company’s matching contribution to its 401(K) Plan.

INDEBTEDNESS OF MANAGEMENT

Robert H. Brust, Executive Vice President and Chief Financial Officer

Under Mr. Brust’s December 20, 1999 offer letter, the Company agreed to pay Mr. Brust $3,000,000 because he forfeited 75,000 restricted shares of
his former employer’s common stock as a result of accepting employment with the Company. The arrangement was structured as a loan, the balance
of which would be forgiven over time, to incent Mr. Brust to continue his employment with the Company and provide him favorable tax treatment.

The loan, which is evidenced by a promissory note dated January 6, 2000, bears interest at a rate of 6.21% per annum, the applicable federal rate for
mid-term loans, compounded annually, in effect for January 2000. A portion of the principal and all of the accrued interest on the loan is forgiven on
each of the first seven anniversaries of the loan. Mr. Brust is not entitled to forgiveness on any anniversary date if he voluntarily terminates his
employment or is terminated for cause on or before the anniversary date. The balance due under the loan on March 1, 2006 was $504,429; the
largest aggregate amount outstanding under the loan during 2005 was $1,059,997.
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Daniel A. Carp, Retired Chairman and Chief Executive Officer

In March 2001, the Company loaned Mr. Carp $1,000,000 for the purchase of a home. The loan was unsecured and bore interest at 5.07% per year,
the applicable federal rate for mid-term loans, compounded annually, in effect for March 2001. The entire amount of the loan and all accrued interest
was paid by Mr. Carp upon his retirement from the Company. The largest aggregate amount outstanding under the loan during 2005 was $508,347.

BASE SALARY

Base salary is the only fixed portion of an executive’s compensation. Each executive’s base salary is reviewed annually based on the executive’s
relative responsibility and market comparisons.

SHORT-TERM VARIABLE PAY PLAN

Three key principles underlie the Executive Compensation for Excellence and Leadership Plan (EXCEL), the Company’s short-term variable pay plan for
its executives: alignment, simplicity and discretion. Alignment to Company objectives is achieved through the two performance metrics used to fund
the Plan: digital revenue and investable cash flow. Simplicity is accomplished through ease of plan administration; each participant has only three to
four key performance goals. Discretion, the third key principle, may be used to adjust the size of the Plan’s funding pool, modify the funding pool’s
allocation to the Company’s units and determine the performance and rewards of the Plan’s participants.

Participants in EXCEL are assigned target awards for the year based on a percentage of their base salaries as of the end of that year. This percentage
is determined by the participant’s wage grade. For 2005, target awards ranged from 25% of base salary for lower-level executives to 155% of base
salary for the CEO.

In the first 90 days of each year, the Compensation Committee establishes a performance matrix for the year based on the Plan’s two performance
metrics. This matrix determines the percentage of the Plan’s target corporate funding pool that will be earned for the year based on the Company’s
actual performance against these two metrics. The target corporate funding pool is the aggregate of all participants’ target awards for the year. Under
the performance matrix, the corporate funding pool will fund at 100% if target performance for each performance metric is met.

The Compensation Committee may use its discretion to increase or decrease the amount of the corporate funding pool for any year. The

Committee considers a number of baseline metrics before applying this discretion. In 2005, these baseline metrics included earnings from operations
in the traditional business, performance against supply chain and inventory goals, performance against cost reduction goals regarding selling, general,
administrative and advertising costs and execution against the Company’s new business model. In addition, the Compensation Committee may choose
to exercise discretion to recognize such things as unanticipated economic or market changes, extreme currency exchange effects and management of
significant workforce issues.

The CEO allocates the corporate funding pool among the Company’s business units. Each business unit has its own targets for operational
performance for the year. Senior management of each staff, region, function and business unit allocates the unit’s funds to its participants based on
each participant’s individual performance. This assessment includes performance against pre-established individual goals, leadership and support of
the Company’s diversity and inclusion strategy.

STOCK OPTION PROGRAM

Since the Fall of 2003, only the Company’s officers are eligible for an annual stock option grant. This change was made in large part in recognition of
the significant potential dilutive impact of these types of awards. The Company’s officers, including its named executive officers, continue to receive
stock options since they remain an effective incentive compensation vehicle for those who are most responsible for influencing shareholder value.

Currently, all options are granted for a term of no more than seven years and are priced at 100% of the fair market value of the Company’s common
stock on the date of grant. In addition, in those limited situations where participants are permitted to retain their stock options upon termination of
employment, the options generally expire three years thereafter, rather than upon expiration of their normal term.

The Company bases target grant ranges on the median survey values of the companies it polls. Grants to individual officers are then adjusted based
in large part on the officer’s relative leadership assessment. Finally, the Compensation Committee ultimately determines the size of the stock option
awards to the executive officers using the recommendations made by management as a starting point. The 2005 stock option awards granted by the
Compensation Committee to the named executive officers are listed in the following table.



OPTION/SAR GRANTS IN LAST FISCAL YEAR

Individual Grants

Number of Securities | Percentage of Total Options/SARs | Exercise or
Underlying Options/ Granted to Employees Base Price Grant Date
Name SARs Granted® in Fiscal Year Per Share Expiration Date | Present Value®
A. M. Perez 300,000 ® 16.20% $26.47 05/31/2012 $2,238,000
135,000 © 7.29 24.75 12/06/2012 1,201,500
R. H. Brust 62,333 @ 3.37 26.47 05/31/2012 465,004
18,000 © 0.10 24.75 12/06/2012 160,200
P. J. Faraci 10,000 © 0.05 26.46 05/11/2012 74,600
52,500 @ 2.84 26.47 05/31/2012 391,650
20,940 @ 113 24.75 12/06/2012 186,366
J. T. Langley 62,500 © 3.38 26.47 05/31/2012 488,630
20,940 @ 113 24.75 12/06/2012 186,366
Retired Officers
D. A. Carp 91,667 @ 4.95 26.47 05/31/2012 683,836
108,000 © 5.83 24.75 12/06/2012 961,200
B. V. Masson 79,750 ® 4.31 26.47 05/31/2012 594,935

(@)

—_— o~ o~ =~ —

—5
=

D o O
_ = == =

Termination of employment results in forfeiture of the options unless the termination is due to retirement, death, disability or an approved reason.
In these circumstances, the options generally expire on the third anniversary of the date of termination of employment. Vesting accelerates upon
death, disability or termination of employment as a result of divestiture or transfer to an entity in which the Company has an ownership interest,
but which is not considered a controlled entity for financial reporting purposes. One-third of the options vest on each of the first three
anniversaries of the date of grant. Pursuant to the terms of Mr. Perez’s offer letter dated March 3, 2003, described on page 32, upon certain
termination of employment circumstances, Mr. Perez will be permitted to retain his stock options for their full original term.

These options were granted to A. M. Perez on June 1, 2005 in connection with Mr. Perez’s promotion to CEO.

These options were granted on December 7, 2005 under the annual officer stock option program.

These options were granted on June 1, 2005 under a program to reward key executives for their roles in the Company’s digital transformation.
These options were granted to P. J. Faraci on May 12, 2005 in connection with Mr. Faraci’s promotion to senior vice president of the Company.

The fair value of these options was determined using the Black-Scholes model of option valuation in a manner consistent with the requirements
of Statement of Financial Accounting Standards No. 123-R (revised 2004), “Share-Based Payment,” using the following assumptions:

May 12, 2005 Grant | June 1, 2005 Grant | December 7, 2005 Grant
Risk-Free Interest Rate 3.6% 3.6% 4.5%
Expected Option Life 4 years 4 years 6.7 years
Expected Volatility 35.2% 35.2% 34.7%
Expected Dividend Yield 1.8% 1.8% 1.9%
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AGGREGATED OPTION/SAR EXERCISES IN LAST FISCAL YEAR
AND FISCAL YEAR-END OPTION/SAR VALUES

Number of Securities Underlying Value of Unexercised
Number of Unexercised Options/SARs In-the-Money Options/

Shares Acquired | Value at Fiscal Year-End SARs at Fiscal Year-End Value*
Name on Exercise Realized Exercisable Unexercisable Exercisable Unexercisable
A. M. Perez 0 $0 314,370 762,260 $0 $0
R. H. Brust 0 0 363,599 97,134 0 0
P. J. Faraci 0 0 10,932 105,308 0 0
J. T. Langley 0 0 14,515 99,075 0 0
Retired Officers
D. A. Carp 0 0 1,458,610 295,675 0 0
B. V. Masson 0 0 39,799 98,951 0 0

*Based on the closing price on the NYSE — Composite Transactions of the Company’s common stock on December 30, 2005 of $23.40 per share.

STOCK OPTIONS AND SARS OUTSTANDING UNDER SHAREHOLDER-
AND NON-SHAREHOLDER-APPROVED PLANS

As required by Item 201(d) of Regulation S-K, the Company’s total options outstanding of 36,582,773, including total SARs outstanding of 539,550,
have been granted under equity compensation plans that have been approved by security holders and that have not been approved by security holders

as follows:
Number of Securities to Number of Securities Remaining Available
be Issued Upon Exercise Weighted-Average Exercise for Future Issuance Under Equity
of Outstanding Options, Price of Qutstanding Options, Compensation Plans (Excluding
Plan Category Warrants and Rights Warrants and Rights Securities Reflected in Column (a))
(@) (b) ()
Equity compensation 26,588,925 $44.52 10,811,144
plans approved by
security holders
Equity compensation 9,993,848 55.69 0
plans not approved by
security holders @
Total 36,582,773 $47.57 10,811,144

(1) The Company’s equity compensation plans approved by security holders include the 2005 Omnibus Long-Term Compensation Plan, the 2000
Omnibus Long-Term Compensation Plan, the Eastman Kodak Company 1995 Omnibus Long-Term Compensation Plan, the Eastman Kodak
Company 1990 Omnibus Long-Term Compensation Plan and the Wage Dividend Plan.

(2) The Company’s equity compensation plans not approved by security holders include the Eastman Kodak Company 1997 Stock Option Plan and
the Kodak Stock Option Plan. The 1997 Stock Option Plan, a plan formerly maintained by the Company for the purpose of attracting and retaining
senior executive officers, became effective on February 13, 1997, and expired on December 31, 2003. The Compensation Committee adminis-
tered the Plan and continues to administer those Plan awards which remain outstanding. The Plan permitted awards to be granted in the form
of stock options, shares of common stock and restricted shares of common stock. The maximum number of shares that were available for grant
under the Plan was 3,380,000. The Plan required all stock option awards to be non-qualifed, have an exercise price not less than 100% of fair
market value of the Company’s stock on the date of the option’s grant and expire on the tenth anniversary of the date of grant. Awards issued in
the form of shares of common stock or restricted shares of common stock were subject to such terms, conditions and restrictions as the Com-
pensation Committee deemed appropriate.



The Kodak Stock Option Plan, an “all employee stock option plan” which the Company formerly maintained, became effective on March 13, 1998,
and terminated on March 12, 2003. The Plan was used in 1998 to grant an award of 100 non-qualified stock options or, in those countries

where the grant of stock options was not possible, 100 freestanding stock appreciation rights, to aimost all full-time and part-time empolyees of
the Company and many of its domestic and foreign subsidiaries. In March of 2000, the Company made essentially an identical grant under the
Plan to generally the same category of employees. The Compensation Committee administered the Plan and continues to administer those Plan awards
which remain outstanding. A total of 16,600,000 shares were available for grant under the Plan. All awards granted under the Plan generally
contained the following features: 1) a grant price equal to the fair market value of the Company’s common stock on the date of grant; 2) a two-year
vesting period; and 3) a term of 10 years.

LONG-TERM INCENTIVE PLAN

Leadership Stock Program
Effective January 1, 2004, the Compensation Committee allocated performance stock units for the first time under the Leadership Stock Program to
the Company’s executives, including the named executive officers. The Leadership Stock Program was established in the Fall of 2003 to:
e improve the linkage between controllable performance factors and executive compensation;
e enhance the focus of the Company’s executives on long-term operating goals;
e de-emphasize stock options by granting annual option awards only to those who are most responsible for influencing shareholder value; and
e reduce the Company’s share usage.

The program runs in two-year cycles with a new cycle beginning each January. All of the Company’s executives (approximately 800 employees) are
eligible to participate in the program. Awards are granted in the form of performance stock units which, if earned, are paid in the form of shares of
Kodak stock. The program’s awards are performance-based, not merely time-based. Individual award determinations are based on an executive’s level
of responsibility and leadership assessment.

For the 2004-2005 performance cycle, the program’s sole performance metric was Company operational earnings per share (EPS) performance over
the two-year period. EPS was used because it was an operational metric that each executive could directly influence. For the 2005-2006 performance
cycle, the program’s sole performance metric originally was EPS, but in October 2005 was changed to digital earnings from operations (DEF0). This
change in metric was a result of the Company’s announcement in July 2005 that it will no longer report operational earnings per share and that digital
earnings growth is one of the three key metrics by which the Company is being managed. Like EPS, DEFO is a metric that each executive can directly
influence. With respect to the 2005-2006 performance cycle, the target DEFO amounts that underlie the original EPS goals were used in order to
determine the appropriate revised performance goal for the performance cycle so as to provide a consistent methodology for the performance goal
and minimum performance goal. In setting the target for each two-year period contained in the 2004-2005 and 2005-2006 performance cycles of
the program, the Compensation Committee evaluated the Company’s implied return on invested capital to ensure that an acceptable level of return to
shareholders is achieved at target performance levels. For the 2006-2007 performance cycle, the program’s sole performance metric is DEFO.

The payment of any stock units earned under the program for any performance cycle is delayed for one year contingent on the executive’s continuous
employment with the Company, except in certain limited termination of employment circumstances, such as retirement, death, disability or an
approved reason, where the one-year vesting period does not apply. During this one-year vesting period, dividend equivalents are paid on the stock
units, but they too are subject to this one-year vesting period. At the end of this one-year period, the stock units, and all of the dividend equivalents
earned on these stock units, are paid to the executive in the form of shares of the Company’s stock.

For most executives, the Leadership Stock Program replaces the Company’s historical practice of granting an annual stock option award. Only the
Company’s officers continue to be eligible for an annual award of stock options. The target Leadership Stock allocations for the Company’s officers are
reduced to reflect their continuing participation in the stock option program.

The Leadership Stock Program also replaced the Company’s Performance Stock Program. This was a program for the Company’s top executives that
measured performance over a three-year period based on the Company’s relative shareholder return. The Compensation Committee decided to
replace the program to improve the linkage between controllable performance and executive compensation, and to enhance the focus on the
Company’s long-term operating goals. The final cycle of the Performance Stock Program ended December 31, 2005. The target awards under the
Leadership Stock Program for those participants who were formerly eligible for the Performance Stock Program were increased to reflect their former
participation in this program.

Because the amount of an executive’s earned award under the Leadership Stock Program is dependent upon the Company’s DEFO performance

and the executive’s continued employment, the amount of payout (if any) to an executive under the program for the 2005-2006 and 2006-2007
performance cycles cannot be determined at this time. The following table describes the award allocations that would be payable to a named executive
officer under the program for the 2005-2006 and 2006-2007 cycles, assuming threshold, target and maximum DEFO performance is achieved and
the named executive officer satisfies the cycle’s one-year vesting period, where applicable. The awards payable to a named executive officer under
the program for the 2004-2005 cycle, assuming satisfaction of the one-year vesting period where applicable, are listed in the Summary Compensation
Table on page 25.
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Long-Term Incentive Plan — Awards in Last Fiscal Year

Estimated Future Payouts Under
Non-Stock Price-Based Plans
Number of Performance or
Shares, Units Other Period Until Threshold # of Shares Maximum
Name or Other Rights Maturation or Payout # of Shares at Target Performance # of Shares
A. M. Perez N/A 2005-2006 0 32,500 65,000
2006-2007 0 63,750 127,500
R. H. Brust N/A 2005-2006 0 8,750 17,500
2006-2007 0 10,050 20,100
P. J. Faraci N/A 2005-2006 0 5,925 11,850
2006-2007 0 10,250 20,500
J. T. Langley N/A 2005-2006 0 7,230 14,460
2006-2007 0 10,250 20,500
Retired Officers
D. A. Carp N/A 2005-2006 0 41,000 82,000
2006-2007 — — —
B. V. Masson N/A 2005-2006 0 9,450 18,900
2006-2007 — — —

EMPLOYMENT CONTRACTS AND ARRANGEMENTS

Antonio M. Perez

The Company employed Mr. Perez as President and COO under an offer letter dated March 3, 2003. In addition to the information provided elsewhere
in this Proxy Statement, the offer letter provided Mr. Perez a base salary of $900,000, subject to adjustment at least annually, and a target award
under the Company’s annual variable compensation plan of 100% of his base salary. As a hiring bonus on April 2, 2003, Mr. Perez received a grant of
stock options for 500,000 shares and 100,000 shares of restricted stock. The offer letter also provides Mr. Perez with a severance allowance equal to
two times his base salary plus target annual bonus if he terminates for good reason or is terminated without cause. In either circumstance, Mr. Perez
will also: 1) receive a prorated award for the year of his termination of employment under the Company’s short-term variable pay plan and long-term
award program; 2) be permitted to retain his restricted stock awards (other than the restricted stock award granted to him upon the commencement
of his employment), and the restrictions will lapse, and stock options, for their full original term; 3) receive a prorated portion of the restricted stock
award granted to him upon his commencement of employment; 4) receive a prorated portion of the supplemental retirement benefit described on page
37; and 5) receive financial counseling benefits for two years.

On May 10, 2005, in recognition of Mr. Perez’s election as CEO effective June 1, 2005 and as Chairman effective December 31, 2005, the
Compensation Committee approved various changes to his compensation. When Mr. Perez became CEO, he received: 1) an annual base salary of
$1,100,000 (with the excess over $1 million to be deferred until after Mr. Perez’s retirement in order to preserve the full deductibility for federal income
tax purposes of Mr. Perez’s base salary); 2) a one-time cash award of $150,000; 3) a one-time award of 60,000 shares of restricted stock with a
five-year vesting schedule with 50% of the shares vesting on the third anniversary of the grant date and 50% vesting on the fifth anniversary of the
grant date; and 4) a one-time award of 300,000 non-qualified stock options with a seven-year term, an exercise price equal to the fair market value
of the Company’s common stock on the date of grant and a three-year vesting schedule with one-third of the options vesting on each of the first three
anniversaries of the grant date. In addition, effective June 1, 2005, Mr. Perez became eligible to receive: 1) a target performance cash bonus equal to
155% of his base salary under EXCEL, if earned; 2) a target leadership stock allocation of 34,000 units for the 2006-2007 cycle under the Leadership
Stock Program, subject to Company performance over the two years of the cycle and minimum vesting requirements; and 3) a target stock option
allocation of 72,000 non-qualified stock options under the Company’s officer stock option program. Effective December 31, 2005, when Mr. Perez
became Chairman, he became eligible to receive: 1) a target leadership stock allocation of 50,000 units, commencing with the 2007-2008 cycle,
under the Leadership Stock Program, subject to Company performance over the two years of the cycle and minimum vesting requirement; and

2) a target stock option allocation of 100,000 non-qualified stock options under the Company’s officer stock option program.



Robert H. Brust

Mr. Brust has announced his intention to retire from the Company effective February 1, 2007. The Company employed Mr. Brust under an offer

letter dated December 20, 1999, that was most recently amended on March 7, 2005. In addition to the information provided elsewhere in this

Proxy Statement, the amended offer letter provides Mr. Brust a special severance benefit. If the Company terminates Mr. Brust’s employment
without cause prior to January 3, 2007, he will: 1) receive severance pay equal to two times his base salary plus target annual bonus; 2) receive the
supplemental retirement benefit described on page 37, calculated based on 14 years of deemed service in addition to his actual years of service; and
3) be permitted to keep his stock options.

On March 7, 2005, the Company and Mr. Brust entered into a retention agreement to induce Mr. Brust to remain employed by the Company through
January 3, 2007. Pursuant to the terms of the retention agreement, Mr. Brust will receive a monthly cash retention benefit of $15,000 for each full
month of continuous and active employment with the Company during 2006, subject to proration in certain limited circumstances. In addition, on
May 12, 2005, Mr. Brust received 27,000 shares of restricted stock under the terms of the 2005 Omnibus Long-Term Compensation Plan. Pursuant to
the terms of the award, upon Mr. Brust’s termination of employment for other than “cause” on or after January 3, 2007, all remaining restrictions on
the shares will lapse and he will not forfeit any of the restricted stock subject to the grant.

Philip J. Faraci

The Company employed Mr. Faraci under an offer letter dated November 3, 2004. In addition to the information provided elsewhere in this Proxy
Statement, the offer letter provides Mr. Faraci with a signing bonus consisting of $50,000 cash, a grant of stock options for 32,800 shares and 10,000
shares of restricted stock. The offer letter also provides Mr. Faraci with an enhanced pension benefit, as described on page 38. If the Company
terminates Mr. Faraci’s employment for reasons other than cause or disability prior to the fifth anniversary of his hire date, he will be eligible to receive
under the offer letter: 1) severance pay equal to one times his then-current base salary plus target annual bonus; and 2) a prorated portion of the
deemed service under the terms of his supplemental retirement benefit described on page 38.

James T. Langley

The Company employed Mr. Langley under an offer letter dated August 12, 2003. In addition to the information provided elsewhere in this Proxy
Statement, the offer letter provides Mr. Langley a hiring bonus of 15,000 shares of restricted stock, a cash sign-on bonus, eligibility for an individual
long-term bonus, additional relocation and severance benefits and the ability to keep his stock options upon his termination of employment for certain
circumstances.

Under the terms of the cash sign-on bonus, Mr. Langley is eligible for a $100,000 payment, payable in four equal installments of $25,000. The first
installment was paid upon his employment, the second was paid on the first anniversary of the commencement of his employment, the third was paid
on the second anniversary of the commencement of his employment and the remaining installment will be paid on the third anniversary of the date of
his commencement of employment provided he is employed with the Company as of such date.

To incent achievement of certain pre-established goals in the Graphic Communications Group, the offer letter establishes a three-year individual
long-term bonus plan for Mr. Langley, which provides for a target aggregate award of $1,000,000. The plan is totally performance based; if the plan’s
goals are not achieved, no payments can be made under the plan. Under the plan, a separate “target performance goal” is established for each of the
plan’s three years. To receive the entire amount of the target award for a particular year, Mr. Langley must achieve 100% of the established “target
performance goal” for that year. If Mr. Langley does not achieve the “target performance goal” for a particular year, he may nevertheless receive a
portion of the target award for that year if he achieves at least the plan’s “minimum performance goal” for that year. The target award for each year

of the plan is as follows: 2004 — $200,000; 2005 — $300,000; 2006 — $500,000. As described in the footnotes to the Summary Compensation Table
on page 25, Mr. Langley achieved the plan’s goals for 2004 and 2005 and, therefore, earned the payments of $200,000 and $300,000, respectively,
which amounts were deferred. Except in limited circumstances, Mr. Langley must be employed on the last day of the year in order to be eligible for any
award payable for that year.

The offer letter states that upon any of the following circumstances, Mr. Langley’s relocation to his prior primary residence will be covered under the
terms of the Company’s relocation program if he so chooses: 1) termination without cause; 2) termination for good reason; or 3) voluntary termination
following the third anniversary of Mr. Langley’s commencement of employment. Under the same three situations, Mr. Langley is permitted to retain all
his stock options following his termination of employment, and under the first two situations, he is entitled to retain a prorated portion of the restricted
shares and the restrictions will lapse.

If the Company terminates Mr. Langley’s employment without cause or if he terminates his employment in certain other limited circumstances,

Mr. Langley is eligible to receive under the offer letter: 1) severance pay up to one times his base salary plus target annual bonus; and 2) the then
current balance in the phantom cash balance account described on page 38 plus a prorated portion of the $100,000 contribution for the year of his
termination of employment.
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Daniel A. Carp

Mr. Carp retired from the Company on January 1, 2006. The Company employed Mr. Carp as President and CEQ under a letter agreement dated
December 10, 1999. The letter agreement provided for a base salary of $1,000,000, and a target annual bonus of 105% of base salary. The
Compensation Committee approved an increase of Mr. Carp’s annual base salary to $1,100,000 effective May 5, 2003. Mr. Carp’s target award
under the Company’s variable pay plan was 155% of his base salary.

If the Company had terminated Mr. Carp’s employment without cause, Mr. Carp would have: 1) been permitted to retain his stock options and
restricted stock; 2) received severance pay equal to three times his base salary plus target annual bonus; 3) received prorated awards for the pending
periods under the Company’s bonus plans; and 4) been treated for pension purposes as if he were age 60. In the event of Mr. Carp’s disability while
employed with the Company, he would have received the same severance pay as he would have received upon termination without cause, except it
would have been reduced by the present value of any Company-provided disability benefits he received. The letter agreement also states that upon
Mr. Carp’s disability, he would have been permitted to retain all of his stock options.

On May 10, 2005, the Compensation Committee granted Mr. Carp “permitted and approved reason” status for all equity awards, including all stock
options, restricted stock and restricted stock units held by Mr. Carp upon his retirement, so that Mr. Carp would not forfeit any of his equity awards
as a result of his retirement on January 1, 2006. In addition, the Committee determined that any remaining restriction periods on restricted stock or
restricted stock units granted to Mr. Carp would lapse as of the date of his retirement.

Bernard V. Masson

Mr. Masson retired from the Company on January 2, 2006. The Company employed Mr. Masson under an offer letter dated November 7, 2002. The
Company entered into a subsequent letter agreement with Mr. Masson on August 13, 2003 as a result of his appointment as President, Digital & Film
Imaging Systems. Under this letter agreement, Mr. Masson was eligible to receive a severance allowance equal to one times his base salary plus
target annual bonus if he were terminated by the Company prior to August 13, 2008, for reasons other than cause or disability. The Company amended
Mr. Masson'’s letter agreement effective May 5, 2005 to provide for certain enhanced retirement benefits through a phantom cash balance account
established on his behalf by the Company, as described on page 38. Under the terms of this amendment, if Mr. Masson’s employment were terminated
for other than cause, or voluntarily after June 1, 2008, he would be entitled to receive the then current balance in the phantom cash balance account.

Effective September 30, 2005, the Company entered into a letter agreement with Mr. Masson in connection with Mr. Masson’s termination of
employment with the Company effective January 2, 2006. Pursuant to the terms of the agreement, Mr. Masson will receive a severance allowance
equal to $1,646,040 payable in equal consecutive monthly payments over the 12-month period commencing on the six-month anniversary of the

date of his termination of employment. In addition, Mr. Masson’s termination of employment is being treated as an “approved reason” for purposes of
any stock options he holds and pursuant to the terms of the Company’s Leadership Stock Program described on page 31, so he did not forfeit these
awards as a result of his separation from service. Mr. Masson remained eligible for an award under the EXCEL plan described on page 28 for the 2005
performance period in accordance with the terms of EXCEL. In addition, he is receiving continuation of existing health, dental and basic life insurance
coverages, a retraining allowance and outplacement services, in accordance with the normal policies and practices of the Company. Also, Mr. Masson
will receive the current balance of $200,000 plus accrued interest in his phantom cash balance account pursuant to the terms of the May 5, 2005
letter agreement described above.

CHANGE IN CONTROL ARRANGEMENTS

Background

During 2005, the Compensation Committee reviewed the Company’s change in control program. Following its review, the Compensation Committee
presented its findings to the Company’s Board of Directors. The Board determined that it was not appropriate at this time to take action regarding the
Company’s change in control program. The Board concluded that the Compensation Committee should re-address the topic at such later time as the
Board deems appropriate. Set forth below is a summary of the Company’s change in control program as it presently exists.

Program Description
The Company maintains a change in control program to provide severance pay and continuation of certain welfare benefits for virtually all U.S.
employees. A “change in control” is generally defined under the program as:

e the incumbent directors cease to constitute a majority of the Board, unless the election of the new directors was approved by at least
two-thirds of the incumbent directors then on the Board;

e the acquisition of 25% or more of the combined voting power of the Company’s then outstanding securities;

e a merger, consolidation, statutory share exchange or similar form of corporate transaction involving the Company or any of its subsidiaries that
requires the approval of the Company’s shareholders; or

e avote by the shareholders to completely liquidate or dissolve the Company.



The purpose of the program is to assure the continued employment and dedication of all employees without distraction from the possibility of a change
in control. The program provides for severance payments and continuation of certain welfare benefits to eligible employees whose employment is
terminated, either voluntarily with “good cause” or involuntarily, during the two-year period following a change in control. The amount of the severance
pay and length of benefit continuation is based on the employee’s position. The named executive officers would be eligible for severance pay equal to
three times their total target annual compensation. In addition, the named executive officers would be eligible to participate in the Company’s medical,
dental, disability and life insurance plans until the first anniversary of the date of their termination of employment. The Company’s change in control
program also requires, subject to certain limitations, tax gross-up payments to all employees to mitigate any excise tax imposed upon the employee
under the Internal Revenue Code.

Another component of the program provides enhanced benefits under the Company’s retirement plan. Any participant whose employment is
terminated, for a reason other than death, disability, cause, retirement or voluntary resignation, within five years of a change in control is given up to
five additional years of service. In addition, where the participant is age 50 or over on the date of the change in control, up to five additional years of
age is given for the following plan purposes:

e to determine eligibility for early and normal retirement;

e to determine eligibility for a vested right; and

¢ o calculate the amount of retirement benefit.

The actual number of years of service and years of age that is given to such a participant decreases proportionately depending upon the number of
years that elapse between the date of a change in control and the date of the participant’s termination of employment. If the plan is terminated within
five years after a change in control, the benefit for each participant will be calculated as indicated above.

In the event of a change in control, the Company’s compensation plans (with the exception of the 2005 Omnibus Long-Term Compensation Plan, which
is described below) will generally be affected as follows:
e Under the Executive Deferred Compensation Plan, each participant will be paid the amount in his or her account.
e Under EXCEL, each participant will be paid a pro rata target award for the year in which the change in control occurs.
e Under the Company’s stock option plans, in the event of a change in control which causes the Company’s stock to cease active trading on
the NYSE and Kodak common stock is not exchanged solely for common stock of the surviving company or the surviving company does not
assume all plan awards, all outstanding options will vest in full and be cashed out based on the difference between the change in control price
and the option’s exercise price.
e Under the Company’s restricted stock programs, in the event of a change in control which causes the Company’s stock to cease active trading
on the NYSE and Kodak common stock is not exchanged solely for common stock of the surviving company or the surviving company does not
assume all plan awards, all of the restrictions on the stock will lapse and the stock will be cashed out based on the change in control price.

Under the Company’s 2005 Omnibus Long-Term Compensation Plan, upon a change in control, if outstanding stock option and restricted stock awards
are assumed or substituted by the surviving company, as determined by the Compensation Committee, then the awards will not immediately vest or
be exercisable. If the awards are so assumed or substituted, then the awards will be subject to accelerated vesting and exercisability upon certain
terminations of employment within the first two years after the change in control. Only if the awards are not so assumed or substituted will they
become immediately vested, exercisable and paid out in cash or shares. For performance awards, if more than 50% of the performance cycle has
elapsed when a change in control occurs, the award will vest and be paid out at the greater of target performance or performance to date. If 50% or
less of the performance cycle has elapsed when a change in control occurs, the award will vest and be paid out at 50% of target performance,
regardless of actual performance to date.

DEFERRED COMPENSATION

The Company maintains a deferred compensation plan for its executives, i.e., the Eastman Kodak Company 1982 Executive Deferred Compensation
Plan. The plan permits the Company’s executives to defer a portion of their base salary and short-term variable pay awards. Each Fall, the Company’s
executives may elect to defer base salary for the following year and up to 75% of any short-term variable pay award earned for that year, which is
payable in the following year. The plan has only two investment options, an interest-bearing account that pays interest at the prime rate and a Kodak
phantom stock account. Only the Company’s executive officers are permitted to defer into the phantom stock account. The Company does not provide
its executive officers any incentives to encourage them to participate in the phantom stock account. The plan’s benefits are neither funded nor
secured. As of December 31, 2005, one executive officer has a phantom stock account balance.
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RETIREMENT PLAN

The Company funds a tax-qualified defined benefit pension plan for virtually all U.S. employees. The plan contains both a traditional defined benefit
component and a cash balance component. The cash balance component covers all new employees hired after February 28, 1999. Mr. Carp is the
only named executive officer who participates in the traditional defined benefit component; the remaining named executive officers participate in the
cash balance component. All of the named executive officers, with the exception of Mr. Carp, participate in a supplemental retirement arrangement.

Traditional Defined Benefit Component

Under the pension plan’s traditional defined benefit component, retirement income benefits are based upon an employee’s average participating
compensation (APC). The plan defines APC as one-third of the sum of the employee’s participating compensation for the highest consecutive 39
periods of earnings over the 10 years ending immediately prior to retirement or termination of employment. Participating compensation, in the case of
a named executive officer, is base salary and EXCEL awards, including allowances in lieu of salary for authorized periods of absence, such as illness,
vacation or holidays.

For an employee with up to 35 years of accrued service, the annual normal retirement income benefit is calculated by multiplying the employee’s years
of accrued service by the sum of: a) 1.3% of APC plus b) 0.3% of APC in excess of the average Social Security wage base. For an employee with more
than 35 years of accrued service, the amount is increased by 1% for each year in excess of 35 years.

The retirement income benefit is not subject to any deductions for Social Security benefits or other offsets. The normal form of benefit is an

annuity, but a lump sum payment is available in limited situations. Federal laws place limitations on compensation amounts that may be included
under a qualified pension plan ($210,000 in 2005) as well as limitations on the total benefit that may be paid from such plans. Pension benefits within
the limit are funded by a pension trust that is separate from the Company’s general assets. Pension benefits applicable to compensation that exceeds
federal limitations or is deferred and pension benefits in excess of the limitations on total benefits are paid from one or more unfunded supplementary
plans, and are funded from the Company’s general assets.

Pension Plan Table
Annual Retirement Income Benefits — Straight Life Annuity Beginning at Age 65

Years of Service

Remuneration 3 20 25 30 35 40

$ 500,000 $ 23,152 $ 154,348 $ 192,935 $ 231,522 $ 270,109 $ 283,614
750,000 35,152 234,348 292,935 351,522 410,109 430,614
1,000,000 47,152 314,348 392,935 471,522 550,109 577,614
1,250,000 59,152 394,348 492,935 591,522 690,109 724,614
1,500,000 71,152 474,348 592,935 711,522 830,109 871,614
1,750,000 83,152 554,348 692,935 831,522 970,109 1,018,614
2,000,000 95,152 634,348 792,935 951,522 1,110,109 1,165,614
2,250,000 107,152 714,348 892,935 1,071,522 1,250,109 1,312,614
2,500,000 119,152 794,348 992,935 1,191,522 1,390,109 1,459,614
2,750,000 131,152 874,348 1,092,935 1,311,522 1,530,109 1,606,614
3,000,000 143,152 954,348 1,192,935 1,431,522 1,670,109 1,753,614
3,250,000 155,152 1,034,348 1,292,935 1,551,522 1,810,109 1,900,614

NOTE: For purposes of this table, Remuneration means APC.



The following table shows the years of service credited as of December 31, 2005 to Mr. Carp. This table also shows the amount of Mr. Carp’s APC at
the end of 2005.

Retirement Plan Table

Name Years of Service Average Participating Compensation

D. A. Carp 35 $3,238,836

Cash Balance Component

Messrs. Perez, Brust, Faraci, Langley and Masson are the named executive officers who participate in the cash balance component of the pension
plan. Under the cash balance component of the Company’s pension plan, the Company establishes an account for each participating employee. Every
month the employee works, the Company credits the employee’s account with an amount equal to 4% of the employee’s monthly pay, as well as any
pay received under EXCEL. In addition, the ongoing balance of the employee’s account earns interest at the 30-year Treasury bond rate (or such other
similar rate as may be legally permitted or required). To the extent pay is deferred, or federal laws place limitations on the amount of pay that may be
taken into account under the plan, 4% of the excess pay is credited to an account established for the employee in an unfunded supplementary plan. If
a participating employee leaves the Company and is vested (five or more years of service), the employee’s account balance will be distributed to the
employee in the form of a lump sum or monthly annuity. Participating employees whose account balance exceeds $1,000 also have the choice of
leaving their account balances in the plan to continue to earn interest.

Estimated annual benefits payable upon retirement at normal retirement age (i.e., age 65) under the cash balance component of the pension plan to
Messrs. Perez, Brust, Faraci, and Langley are reflected in the following table. Mr. Masson retired on January 2, 2006 and was not fully vested under
the pension plan and, therefore, will not receive any benefits under the plan. The retirement benefits in the table are: 1) calculated using the named
executive officer’s account balance on December 31, 2005; and 2) based on the assumptions that each named executive officer will remain an
employee until age 65, that his account balance on December 31, 2005 will continue to earn interest at the 30-year Treasury bond rate (or such other
similar rate as may be legally permitted or required), and that the terms of the pension plan remain unchanged.

Name Estimated Annual Benefits Payable at Normal Retirement Age
A. M. Perez $95,688
R. H. Brust 67,008
P. J. Faraci 75,756
J. T. Langley 48,504

Supplemental Retirement Arrangements

Antonio M. Perez

Mr. Perez is eligible for a supplemental unfunded pension benefit under the terms of his March 3, 2003 offer letter. Under this arrangement, if

Mr. Perez remains employed for three years, he will be treated as if eligible for the traditional defined benefit component of the pension plan. For

this purpose, he will be considered to have completed eight years of service with the Company and attained age 65. If, instead, Mr. Perez remains
employed for nine years, he will be considered to have completed 25 years of service with the Company. Mr. Perez’s supplemental pension benefit will
be offset by his cash balance benefit.

Mr. Perez’s total estimated annual benefit payable upon retirement at normal retirement age (i.e., 65) under his supplemental unfunded pension
arrangement, prior to offset for any cash balance benefit, is $480,876. This estimate is based on the following assumptions: 1) that Mr. Perez will
remain an employee of the Company until age 65; 2) that his compensation will increase 3.75% per year; 3) that the terms of the pension plan will
remain unchanged; and 4) the following additional assumptions for purposes of converting his cash balance benefit into an annuity: the cash balance
account accrues interest at 5% per year; a discount rate of 5%; and life expectancy using the 1994 Group Annuity Reserving Table for males and
females projected to 2002 at scale AA.

Robert H. Brust

In addition to the benefits described above, Mr. Brust is covered under a supplemental unfunded pension arrangement established under his amended
offer letter. This arrangement provides Mr. Brust a single life annuity of $12,500 per month upon his retirement if he remains employed with the
Company for at least five years. Since Mr. Brust has remained employed until January 3, 2006, he will, in lieu of receiving the $12,500 per month
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annuity, be treated as if he is eligible for traditional defined benefit component of the pension plan. For this purpose, Mr. Brust will be credited with
14 years of extra service in addition to his actual service. If Mr. Brust remains employed until January 3, 2007, he will be credited with 18 years of

extra service in addition to his actual service for purposes of the traditional defined benefit component of the pension plan. In any case, Mr. Brust’s
supplemental benefit will be offset by his cash balance benefit.

Mr. Brust’s total estimated annual benefit payable upon retirement at normal retirement age (i.e., age 65) under his supplemental unfunded pension
arrangement, prior to offset for any cash balance benefit, is $630,900. This estimate is based on the following assumptions: 1) that Mr. Brust will
remain an employee of the Company until age 65; 2) that his compensation will increase 3.75% per year; 3) that the terms of the pension plan will
remain unchanged; and 4) the following additional assumptions for purposes of converting his cash balance benefit into an annuity: the cash balance
account accrues interest at 5% per year; a discount rate of 5%; and life expectancy using the 1994 Group Annuity Reserving Table for males and
females projected to 2002 at scale AA. Mr. Brust has, however, announced his intention to retire from the Company effective February 1, 2007,
approximately a year and a half prior to his normal retirement age.

Philip J. Faraci

In addition to the benefit Mr. Faraci may be eligible for under the cash balance component of the pension plan, he is eligible for a supplemental
unfunded retirement benefit under the terms of his November 3, 2004 offer letter. Under this arrangement, if Mr. Faraci remains employed for five
years, he will be treated as if eligible for the traditional defined benefit component of the pension plan, and will be considered to have completed
12.5 years of service with the Company. If, instead, he remains employed for 12 years, he will be considered to have completed 30 years total of
service with the Company. Mr. Faraci’s supplemental pension benefit will be offset by his cash balance benefit and any retirement benefits provided
to him under the retirement plan of any former employer.

Mr. Faraci’s total estimated annual benefit payable upon retirement at normal retirement age (i.e., age 65) under his supplemental unfunded

pension arrangement, prior to offset for any cash balance benefit and any retirement benefits provided to him under the retirement plan of any former
employer, is $462,204. This estimate is based on the following assumptions: 1) that Mr. Faraci will remain an employee of the Company until age 65;
2) that his compensation will increase 3.75% per year; 3) that the terms of the pension plan will remain unchanged; and 4) the following additional
assumptions for purposes of converting his cash balance benefit into an annuity: the cash balance account accrues interest at 5% per year; a discount
rate of 5%; and life expectancy using the 1994 Group Annuity Reserving Table for males and females projected to 2002 at scale AA.

James T. Langley

In addition to the benefit Mr. Langley may be eligible for under the cash balance component of the pension plan, he is eligible for a supplemental
unfunded retirement benefit under the terms of his August 12, 2003 offer letter. Under this arrangement, the Company established a phantom cash
balance account on behalf of Mr. Langley. For each full year of service he remains employed (up to @ maximum of six years), the Company will credit
the account with $100,000. The maximum the Company is obligated to credit to the account is $600,000. Any amounts credited to the account earn
interest at the same rate that amounts accrue interest under the cash balance component of the pension plan. In order to receive any of the amounts
credited to this account, Mr. Langley must remain continuously employed for at least three years unless his employment terminates for certain
specified reasons.

Mr. Langley’s total estimated annual benefit payable upon retirement at normal retirement age (i.e., age 65) under his supplemental unfunded
retirement arrangement and the cash balance component of the pension plan is $129,024. This estimate is based on the following assumptions: that
Mr. Langley will remain an employee until age 65, that interest accrues on his cash balance benefit at 5% per year, and the terms of the pension plan
remain unchanged.

Bernard V. Masson

In addition to the benefits described above, Mr. Masson is covered under a supplemental unfunded retirement benefit under the terms of his amended
letter agreement dated May 5, 2005. Under this arrangement, the Company established a phantom cash balance account on behalf of Mr. Masson.
The Company agreed to credit the account by $200,000 each year for up to five years, beginning June 1, 2005. Any amounts credited to this account
earn interest at the same interest rate that amounts accrue interest under the cash balance benefit. In order to receive any of the amounts credited
to this account, Mr. Masson had to have been continuously employed for at least five years unless his employment terminates for a reason other than
cause, or for certain other specified reasons. Pursuant to Mr. Masson’s September 30, 2005 letter agreement in connection with his termination of
employment effective January 2, 2006, Mr. Masson will receive the current balance in his phantom cash balance account, in an amount equal to
$200,000, plus accrued interest.



B Committee Reports

REPORT OF THE AUDIT COMMITTEE

The Audit Committee of Eastman Kodak Company’s Board of Directors is composed solely of independent directors and operates under a written
charter adopted by the Board and most recently amended on February 17, 2004. A copy of the Committee’s charter can be found on our website at
www.kodak.com/go/governance.

Management is responsible for the Company’s internal control over financial reporting, the Company’s disclosure controls and procedures and
preparing the Company’s consolidated financial statements. The Company’s independent registered public accounting firm (independent accountants),
PricewaterhouseCoopers LLP (PwC), is responsible for performing an independent audit of the consolidated financial statements and of its internal
control over financial reporting in accordance with standards of the Public Company Accounting Oversight Board (United States) and for issuing a
report of the results. As outlined in its charter, the Committee is responsible for overseeing these processes.

During 2005, the Committee met and held discussions with management and the independent accountants on a regular basis. Management
represented to the Committee that the Company’s consolidated financial statements were prepared in accordance with accounting principles
generally accepted in the United States (U.S. GAAP), and the Committee reviewed and discussed the audited consolidated financial statements with
management and the independent accountants.

The Committee discussed with the independent accountants the matters specified by Statement on Auditing Standards No. 61, “Communications with
Audit Committee.” The independent accountants provided to the Committee the written disclosures required by the Independence Standards Board
Standard No. 1, “Independence Discussion With Audit Committees.” The Committee discussed with the independent accountants their independence.

The Committee discussed with the Company’s internal auditors and independent accountants the plans for their audits. The Committee met with the
internal auditors and independent accountants, with and without management present. The internal auditors and independent accountants discussed
with or provided to the Committee the results of their examinations, their evaluations of the Company’s internal control over financial reporting, the
Company’s disclosure controls and procedures and the quality of the Company’s financial reporting.

In reliance on these reviews, discussions and reports, the Committee recommended that the Board approve the audited financial statements
for inclusion in the Company’s Annual Report on Form 10-K for the year ended December 31, 2005, and the Board accepted the
Committee’s recommendations.

The following fees were paid to PwC for services rendered in 2005 and 2004:

(in millions) 2005 2004
Audit Fees $17.5 $18.4
Audit-Related Fees 0.2 0.4
Tax Fees 2.6 1.2
All Other Fees 0.1 0.0

$20.4 $20.0

The Audit Fees related primarily to the annual audit of the Company’s consolidated financial statements (including Section 404 internal control
assessment under the Sarbanes-0xley Act of 2002) included in the Company’s Annual Report on Form 10-K, quarterly reviews of interim financial
statements included in the Company’s Quarterly Reports on Forms 10-Q, statutory audits of certain of the Company’s subsidiaries and services
relating to filings under the Securities Act of 1933 and the Securities Exchange Act of 1934,

The Audit-Related Fees related primarily to agreed-upon procedures and audits of the Company’s employee benefit plans.

Tax Fees in 2005 consisted of $2.0 million for tax compliance services and $0.6 million for tax planning and advice. Tax Fees in 2004 consisted of
$0.8 million for tax compliance services and $0.4 million for tax planning and advice.

The Committee appointed PwC as the Company’s independent accountants. In addition, the Committee approved the scope of non-audit services
anticipated to be performed by PwC in 2005 and the estimated budget for those services. The Committee has adopted an Audit and Non-Audit
Services Pre-Approval Policy, a copy of which is attached to this Proxy Statement as Exhibit II.

William H. Hernandez, Chair
Richard S. Braddock

Paul H. O’Neill

Hector de J. Ruiz
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REPORT OF THE CORPORATE RESPONSIBILITY AND
GOVERNANCE COMMITTEE

Introduction

While the Company has long practiced and lead in developing and implementing good corporate governance, continuing this tradition is essential to
the Company’s future as it undergoes its digital transformation. The Corporate Responsibility and Governance Committee of the Board of Directors is
primarily responsible for overseeing the Company’s governance practices and, therefore, is playing a key role in this journey. This Report, an annual
voluntary governance practice that the Committee began in 2003, highlights the Committee’s corporate governance activities during 2005.

Committee Composition

The Committee is composed of five directors, each of whom meets the definition of “independence” set forth in the NYSE's corporate governance
listing standards. During 2005, the Committee met seven times and routinely reported its activities to the full Board. In addition, senior management
met with the Committee’s Chair on six occasions last year. The Committee acts pursuant to a written charter, which can be accessed electronically in
the “Corporate Governance” section at www.kodak.com/go/governance.

Committee Responsibilities

The primary role of the Committee is to assess the independence of Board members; lead the annual evaluation of the Board and its committees;
identify and assess candidates for Board membership; oversee the Company’s activities in the areas of environmental and social responsibility,
charitable contributions, diversity and equal employment opportunity; and generally oversee the Company’s corporate governance structure. The
Committee monitors emerging issues and practices in the area of corporate governance, and pursues those initiatives that it believes will enhance

the Company’s governance practices and policies. In addition, the Committee is responsible for, among other things: 1) administering the Board’s
Director Selection Process; 2) developing the Board’s Director Qualification Standards; 3) implementing the Board’s director orientation and education
programs; 4) overseeing and reviewing the Company’s Corporate Governance Guidelines and Director Independence Standards; and 5) recommending
to the Board the compensation for directors. A complete description of the Committee’s responsibilities can be found in its charter.

2005 Governance Initiatives

Over the past year, the Board, under the guidance of the Committee, has continued to refine and improve the Company’s corporate governance.
Described below are some of the significant governance actions that the Committee initiated in 2005.

Board Declassification

Based on the Committee’s recommendation, the Board in last year’s proxy statement submitted for your approval a management proposal that

all Board members be elected annually. You approved this proposal by a substantial majority and, as a result, the Company amended its Restated
Certificate of Incorporation to eliminate the classified system resulting in all board members being elected to one-year terms beginning in 2008. In
formulating its recommendation to the Board, the Committee undertook an extensive review of the Board’s structure and sought the advice of external
corporate governance experts. The Committee was persuaded by your belief that a non-classified Board increases the Board’s accountability to you
and your growing sentiment in favor of annual elections.

Elimination of Super-Majority Voting Provisions

Last year, the Committee also considered the merits of the super-majority voting provisions contained in the Company’s Restated Certificate of
Incorporation. The Committee concluded that the elimination of these provisions was in keeping with the Board’s commitment to continually increase
the Company'’s corporate governance practices and enhance the Board’s accountability to you. Based on the Committee’s recommendation, the Board
submitted a proposal in last year’s proxy statement to amend the Company’s Restated Certificate of Incorporation to eliminate its super-majority voting
provisions. You approved this proposal by a substantial majority. In light of this, the Company promptly amended its Restated Certificate of
Incorporation to eliminate these provisions.

Director Search

The Committee spent a considerable amount of its time last year initiating the search to fill the Board vacancies that will occur over the next year
due to the retirement of two directors under the Board’s mandatory retirement policy. As required under the Board’s Director Selection Process, the
Committee began this process by assessing the Board’s current and projected strengths and needs. Based on this assessment, it developed a target
candidate profile for the positions. Also in accordance with the Board’s selection process, the Committee engaged an external executive search firm
to assist in identifying qualified independent candidates who meet the target candidate profile and fit the Board’s Director Qualification Standards.
Based on the list of candidates produced, the Committee prepared a list of preferred candidates that it presented to the full Board for input. The
Committee is about to begin the process of interviewing the preferred candidates and expects to shortly recommend several candidates to the full
Board for its consideration.



Other Key Actions in 2005
Some of the other key actions taken by the Committee last year are described below.

Director Independence

The Committee assessed each non-management director’s independence based upon the Board’s Director Independence Standards and those of the
New York Stock Exchange, and made recommendations to the full Board regarding each non-management director’s independence.

Disclosure Practices

Under the Committee’s direction, the Company enhanced its proxy statement disclosure practices in such areas as director compensation, corporate
governance and executive compensation.

Board Business Plan

Based on the Committee’s assistance, the Board last year established for the first time an annual board business plan. The business plan is the end
product of a formal process developed by the Committee to annually establish and prioritize the Board’s goals. A more detailed description of this
process appears on page 19 of this Proxy Statement. The Committee tracked the Board’s performance against its business plan and provided periodic
reports to the Board on its progress. Performance against the business plan was also assessed as part of the Board’s 2005 annual evaluation.

Corporate Governance Best Practices

The Committee discussed best practices and evolving developments in the area of corporate governance and received advice in this regard from an
external third-party governance expert.

Committee Evaluation

The Committee prepared and conducted an annual self-evaluation, discussed the results of this evaluation and developed an action plan from these
discussions to further enhance the Committee’s performance.

Diversity Advisory Panel’s Recommendations

The Committee met with the Company’s Chief Diversity Officer to assess the Company’s progress with regard to the recommendations of the Diversity
Advisory Panel, a seven-member, blue-ribbon panel launched in 2001 to provide advice on the Company’s comprehensive diversity strategy and
assess future diversity trends and the potential impact on Kodak.

Board Action Plan

The Committee monitored the Board’s performance against the action plan arising from the Board’s 2004 annual evaluation and provided periodic
reports to the Board concerning its progress against the action plan.

Committee Structure

Based on results of its 2004 study on improving Board meeting effectiveness, the Committee recommended a change to the Board’s committee
structure. The Committee suggested that in order to help balance the Audit Committee’s consistently heavy workload, Audit Committee members will
not serve on other committees of the Board. This change was approved by the Board and implemented following the Board’s July 2005 meeting.

Key Activities Planned for 2006

The Committee remains committed to continuous improvement in the Company’s corporate governance policies, practices and procedures, and
believes that strong corporate governance is a fundamental ingredient to building shareholder value. Some of the key activities the Committee plans to
take in 2006 are described below.

Majority Voting for Board Candidates

The Committee has taken note of the extensive debate concerning the issue of majority voting for board candidates and recognizes the potentially
far-reaching implications of this difficult and complex issue. While the Committee has already begun studying and deliberating on this important
corporate governance topic, it expects to recommend a position on the issue to the full Board sometime later this year.

Director Orientation and Education Program

The Company’s current continuing director education program generally consists of three elements: 1) periodic visits to Company facilities; 2) periodic
training regarding the policies and practices relevant to the Company’s business and operations; and 3) participation in director education workshops
and attendance at director education institutes. Recognizing the importance of director training to board accountability, director independence and
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strong corporate governance, the Committee intends to explore the development of a more formal and robust director education program that provides
directors with the opportunity to receive periodic substantive instruction from both internal and external experts on topical issues relating to the
responsibilities of directors of public companies and corporate governance matters. The Committee believes an effective director education program
provides a board a better understanding of its company’s strategies and business model that will allow its directors to be more effective and efficient.

Debra L. Lee, Chair
Martha Layne Collins
Michael J. Hawley
Delano E. Lewis
Laura D’Andrea Tyson



REPORT OF THE EXECUTIVE COMPENSATION AND
DEVELOPMENT COMMITTEE

Role of the Committee

The Executive Compensation and Development Committee, as of December 31, 2005, is comprised of four members of the Board of Directors, all of
whom are independent in accordance with the Board’s Director Independence Standards, which standards reflect the NYSE’s director independence
standards. The principal functions of the Committee include:

e periodically reviewing and approving the Company’s executive compensation strategy and principles to ensure that they are aligned with the
Company’s business strategy and objectives, shareholder interests, desired behaviors and corporate culture;

e periodically reviewing the Company’s executive compensation plans to ensure that they are consistent with the Company’s executive
compensation strategy and principles;

e reviewing and approving the adoption of, and changes to, the Company’s executive compensation and equity-based compensation plans;
e overseeing the administration of the Company’s executive compensation plans;

e annually reviewing and approving the goals and objectives relevant to the compensation of the CEO, evaluating the CEQ’s performance in light
of these goals and objectives and setting the CEQ’s individual elements of total compensation based on this evaluation;

e overseeing the compensation of the Company’s named executive officers and other executive officers;
e reviewing the process and plans for the assessment and selection of candidates for the positions of CEO and, if applicable, President;

e annually overseeing a performance evaluation of the Committee, which includes a comparison of the performance of the Committee with the
requirements in its charter; and

e periodically reviewing the Company’s executive staffing plan and executive development strategies for meeting present and future
leadership needs.

To help perform its functions, the Committee makes use of Company resources and regularly retains the services of its external independent
compensation consultant.

Executive Compensation Philosophy

The Company’s overall philosophy is to provide an executive compensation package that attracts, retains and motivates world-class executive talent to
achieve the Company’s short- and long-term business goals.

In 2005, the Committee engaged in a review of the Company’s executive compensation strategy in light of the Company’s digital transformation
business strategy. In the course of this review, the Committee sought the advice and input of both its external independent compensation consultant,
as well as Company management. As a result of this review, the executive compensation goals of the Company were reaffirmed, as described below.

Executive Compensation Goals

e inspire and develop world-class executive talent

e attract, retain and motivate executives

e calibrate realized compensation to achievement of short-term and long-term objectives
e align management and shareholder interests

e maximize the financial efficiency of the executive compensation program

e ensure high standards and best practices

In order to achieve these goals, the Company’s executive compensation strategy leverages all elements of market-competitive total compensation to
drive profitable growth and superior long-term shareholder value consistent with the Company’s values. Plan design and performance-based
differentiation are intended to drive extraordinary rewards for outstanding performance. Consistent with this compensation strategy, the following
principles provide a framework for the Company’s executive compensation program.

Executive Compensation Principles

e Total target compensation for executives should be market competitive. Market competitive is defined as the 50™ percentile with differences
where warranted.

e The mix of total compensation elements will reflect competitive market requirements and strategic business needs taking into account
differences in managing businesses for “cash” and businesses for “growth.”

e Asignificant portion of each executive’s compensation should be at risk, with a positive correlation between the degree of risk and the level of the
executive’s responsibility.
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e Compensation is linked to both qualitative and behavioral expectations, and key operational and strategic metrics.
e Interests of executives are linked with the Company’s owners through stock ownership.
e Executive compensation will be differentiated on the following bases:

= hase salaries — on relative responsibility;

= gshort-term variable elements — on performance; and

= |ong-term variable elements — on Company performance and individual execution/leadership.

The Committee’s external consultant has confirmed that the Company’s executive compensation goals and principles continue to be aligned with the
Company’s business strategy and best practices.

The Company is in the midst of an extraordinary digital transformation. 2005 marked the first time in the Company’s history that digital revenue
exceeded revenue from the traditional business. The Company now has a substantial presence in the graphic communications market and has
strengthened its market position in consumer digital with several innovative, new product introductions. At the same time, the Company is
aggressively driving a substantial reduction in its traditional manufacturing footprint and managing significant changes in its workforce necessitated
by the transformation. Management and the Committee will continue to assess the Company’s executive compensation philosophy to ensure that the
objectives, principles and strategies are aligned with the unique nature of its complex and time-constrained digital transformation strategy, and they
will make changes as deemed appropriate.

Executive Compensation Practices

In 2005, the Committee’s independent external consultant analyzed the market competitiveness of each element of compensation paid to the
Company’s executive officers. The consultant concluded that, in the aggregate, the total compensation for some executive officers is slightly below
the market median and that the overall mix of compensation was weighted more heavily to cash compensation. The Committee’s consultant
recommended continued emphasis by the Company on equity-based compensation, funded by constraints on cash compensation, in order to address
this issue and ensure balance over the long-term. During 2005, various steps were taken by the Company as part of a multi-year plan to close the
competitive deficit in long-term incentive compensation for its senior executives, including one-time stock option grants to certain key members of
the Company’s senior management team who have played major roles in the Company’s digital transformation, and enhancements to the Company’s
long-term incentive compensation rate structure guidelines for senior executives.

The Committee utilizes a number of tools to determine the levels and types of compensation that should be paid to the Company’s executive officers.
These tools are described below.

Surveys

Each year, the Company participates in surveys conducted by external consultants. The companies included in these surveys are those the Company
competes with for executive talent. Due to the unique product mix of the Company’s business, during 2005 the Committee determined to utilize

on a going-forward basis national third-party survey data to assess the competitive positioning of the named executive officers and the other
executive officers. The survey data reflects general industry companies of comparable size to the Company as measured primarily by revenue and
market capitalization.

Peer Group

Starting in 2002, the Company began measuring the competitiveness of its executive compensation program against a comparison group of
approximately 15 other leading companies, referred to in this Report as the “Peer Group.” The following criteria were used to select the Peer Group:
1) market capitalization; 2) revenue; 3) consumer/commercial/hi-tech mix; 4) mix of high growth and steady growth companies; and 5) similar
industry and data availability. The data received from the Peer Group is size-adjusted so proper comparisons may be drawn. During 2005, the
Committee modified the Peer Group to eliminate certain companies that were determined to be less comparable to the Company based on size and
focus and to add certain other companies that were determined to be more comparable to the Company based on this criteria.

Aggregate Long-Term Incentive Costs

Each year the Committee asks its independent external consultant to assess the Company’s aggregate costs associated with long-term incentives
relative to market practice. The consultant’s analysis focuses on two areas: share dilution and total economic cost, referred to as market value
transfer (MVT). MVT measures the economic value of a company’s aggregate long-term incentive awards, at grant date, expressed as a percent of
market capitalization. In 2005, the consultant indicated that the Company’s MVT is appropriate in comparison to the Peer Group.



Components of Executive Compensation Program
The three components of the Company’s executive compensation program are:

e base salary;

e short-term variable pay; and

e |ong-term incentives.

In July 2005, the Company announced that the three metrics by which it is being managed are digital revenue growth, cash generation and digital
earnings growth. The performance goals of the Company’s short- and long-term compensation plans are aligned with these corporate objectives.
That is, the performance goals of the Company’s short-term variable pay plan are digital revenue and investable cash, and the performance goal of
the Company’s long-term incentive Leadership Stock Program is digital earnings from operations. The various compensation elements support the key
objectives of the Company’s compensation programs. For example, the use of stock options (and in certain instances, SARs) aligns the interests of the
Company’s executives with the interests of the shareholders by ensuring that gains accrue to management only when shareholder value appreciates.
Performance-based awards, such as the performance stock unit Leadership Stock Program and the short-term variable pay EXCEL plan, ensure that
payouts occur only when short- and long-term performance goals have been achieved, and vesting requirements on all equity-based compensation
awards encourage the retention of the Company’s executives.

Base Salary

Base salary is the only fixed portion of an executive’s direct compensation. Each senior executive’s base salary is reviewed annually based on the
executive’s relative responsibility and market comparisons. As a result of the Company’s emphasis on increased use of equity compensation for its
executive officers, the trend has been away from increases in base salary for the Company’s senior executives unless warranted by competitive data
or promotion.

Short-Term Variable Pay

Effective January 1, 2002, the Compensation Committee implemented the Executive Compensation for Excellence and Leadership Plan (EXCEL), an
executive assessment and short-term variable pay program for the Company’s executives. Payouts under EXCEL are based on the successful
attainment of specific financial goals established by the Committee in the first 90 days of each year. For 2005, these financial goals were based on
digital revenue growth and investable cash flow. EXCEL places focus on key goals that are critical to the Company’s short- and long-term success,
provides a strong tie to current year performance, allows for rewards at an accelerated rate for performance above expectations and for reduced or
no awards if performance falls below threshold targets and allows the Committee discretion in assessing individual performance with a particular
emphasis on leadership. A description of EXCEL is set forth on page 28.

As a starting point in determining the 2005 corporate funding pool, the Committee noted that the Company substantially exceeded its performance
targets for both digital revenue growth and investable cash flow. As a result of these extremely strong results, the 2005 EXCEL performance matrix
yielded a payout well in excess of target. In addition, the Committee took into consideration several other factors: 1) the Company’s performance
against its 2005 baseline EXCEL metrics described on page 28; 2) the accelerated pace at which the Company implemented its restructuring efforts
in response to continued declines in the traditional film business; 3) digital revenues attributable to acquisitions made during the year that were in the
Company’s revised financial plan; 4) monetization of intellectual property that was not in the Company’s original financial plan; and 5) the Company’s
overall performance.

With regard to the Company’s performance against its 2005 EXCEL baseline metrics, the Committee noted that the Company was ahead of plan in
executing its new business model and achieved its supply chain/inventory and improvement goal and its cost reduction goal regarding selling, general,
administrative and advertising expenses. Against these positive results, the Committee also considered management’s performance with respect to
meeting its target baseline metric for earnings from operations in the traditional business.

After evaluating these results in total and at management’s recommendation, the Committee chose to exercise negative discretion to reduce the size
of the 2005 EXCEL corporate funding pool yielded by the performance matrix to 152% of target.

The Compensation Committee determines the amount of the award pool that is allocated to each of the Company’s named executive officers and other
executive officers. In making these determinations, the Compensation Committee considers the same factors that are used to assess the Plan’s other
participants: performance against pre-established individual goals, leadership and support of the Company’s diversity and inclusion strategy. Funds
are allocated to participants based on each participant’s individual performance. The Summary Compensation Table on page 25 lists the awards for
2005 to the named executive officers.

Long-Term Incentives

Beginning in 2004, long-term compensation is provided to the Company’s executives principally in the form of performance stock units under the
Leadership Stock Program. Awards under this program are entirely performance-based. Payouts under the Leadership Stock Program are determined
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by the Company’s performance against specific financial measures for two-year overlapping cycles established by the Committee in the first 90 days
of each year. While the performance measure for the 2005-2006 performance cycle of this program originally was set by the Committee as
operational earnings per share, in light of the Company’s announcement in July 2005 that it will no longer report operational earnings per share and
that digital earnings growth is one of the three key metrics by which the Company is being managed, the Committee revised the measure for this
cycle to be digital earnings from operations for 2005 and 2006. The performance measure for the 2004-2005 performance cycle of the Leadership
Stock Program was determined by the Committee to remain operational earnings per share during this two-year period, since the cycle was nearing
completion at the time of the Company’s announcement. The Committee determined that based on the Company’s operational earnings per share
performance for the two-year period from January 1, 2004 through December 31, 2005, the payout under the 2004-2005 performance cycle of the
Leadership Stock Program will be equal to 51% of target allocations for all participants. A description of the Leadership Stock Program is set forth
on page 31.

In addition to Leadership Stock, the Company’s officers are eligible for an annual grant of stock options. A description of the Company’s stock option
program is set forth on page 28. The target Leadership Stock awards for the Company’s officers are reduced to reflect their continuing participation in
the stock option program.

The Company also is continuing its practice of periodically awarding grants of restricted stock or stock options to selected executives. These awards
generally are made to either: 1) attract new executives or support retention objectives; or 2) recognize exceptional performance.

The Leadership Stock Program has replaced the Performance Stock Program, which measured performance over a three-year period based on the
Company’s total shareholder return relative to those companies within the Standard & Poor’s 500 Composite Price Index. Based on the Company’s
performance over the final three-year performance cycle ending in 2005, no awards were paid for this cycle.

Share Ownership Program
The Company and the Committee believe that the interests of the Company’s executives should be inseparable from those of its shareholders. The
Company aims to link these interests by encouraging stock ownership on the part of its executives.

One program designed to meet this objective is the Company’s share ownership program. All executive officers are required to retain a specified
percentage of the shares attributable to stock option exercises or the vesting or earn-out of full value shares (such as restricted shares or Leadership
Stock) until they attain specified ownership levels, which are expressed below as a multiple of base salary.

The share ownership requirements operate as follows:

Level Salary Multiple | Retention Ratio
CEO 5x 100%
COO0/President 4x 100%
Executive VPs 3x 75%
Senior VPs 2X 75%
Other Executive Officers 1X 50%

Chief Executive Officer Compensation

On May 10, 2005, the Board of Directors accepted Mr. Daniel A. Carp’s resignation as Chief Executive Officer, effective June 1, 2005, and as
Chairman of the Board, effective December 31, 2005, in connection with Mr. Carp’s planned retirement from the Company on January 1, 2006.

On that same day, the Board elected Mr. Antonio M. Perez as Chief Executive Officer, effective June 1, 2005, and as Chairman of the Board, effective
December 31, 2005.

Compensation Arrangements for Antonio M. Perez in Connection with Election as

CEO and Chairman

The compensation arrangements for Mr. Perez in connection with his election as CEQ and Chairman were approved by the Committee on

May 10, 2005, after extensive discussions spanning two meetings which included the Committee’s independent external compensation consultant and
certain members of the Company’s management team (excluding Messrs. Perez and Carp). Effective June 1, 2005, when Mr. Perez became CEO, he
received: 1) an annual base salary of $1,100,000 (with the excess over $1 million to be deferred until after Mr. Perez’s retirement in order to preserve
the full deductibility for federal income tax purposes of Mr. Perez's base salary); 2) a one-time cash award of $150,000; 3) a one-time award of
60,000 shares of restricted stock with a five-year vesting schedule with 50% of the shares vesting on the third anniversary of the grant date and 50%
of the shares vesting on the fifth anniversary of the grant date; and 4) a one-time award of 300,000 non-qualified stock options with a



seven-year term, an exercise price equal to the fair market value of the Company’s common stock on the date of grant and a three-year vesting
schedule with one-third of the options vesting on each of the first three anniversaries of the grant date. In addition, effective June 1, 2005, Mr. Perez
became eligible to receive: 1) a target performance cash bonus equal to 155% of his base salary under EXCEL, if earned; 2) a target leadership stock
allocation of 34,000 units for the 2006-2007 cycle under the Leadership Stock Program, subject to Company performance over the two years of the
cycle and minimum vesting requirements; and 3) a target stock option allocation of 72,000 non-qualified stock options under the Company’s Officer
Stock Option Program. Effective December 31, 2005, when Mr. Perez became Chairman, he became eligible to receive: 1) a target leadership stock
allocation of 50,000 units, commencing with the 2007-2008 cycle, under the Leadership Stock Program, subject to Company performance over the
two years of the cycle and minimum vesting requirements; and 2) a target stock option allocation of 100,000 non-qualified stock options under the
Company’s officer stock option program. The Company’s CEO and Chairman are required to use Company transportation, whenever possible, for
business and personal travel for reasons of safety and security.

Compensation Arrangements for Daniel A. Carp in Connection with Retirement

The compensation arrangements for Mr. Carp in connection with his planned retirement on January 1, 2006 were approved by the Committee on

May 10, 2005, after extensive discussions spanning two meetings which included the Committee’s independent external compensation consultant and
certain members of the Company’s management team (excluding Messrs. Carp and Perez). The Committee granted “permitted and approved reason”
status for all of Mr. Carp’s equity awards, including all stock options, restricted stock and restricted stock units held by Mr. Carp upon his retirement
from the Company, which means that Mr. Carp did not forfeit any of his equity awards as a result of his retirement, and all restriction periods on
restricted stock or restricted stock units previously granted to Mr. Carp terminated as of January 1, 2006. It should be noted that in the case of all but
less than approximately five percent in value of the total equity awards held by Mr. Carp, he would have retained the value of those awards upon his
retirement by virtue of the terms of the awards, regardless of whether “permitted and approved reason” status was granted by the Committee.

Base Salary for Messrs. Perez and Carp

As discussed above, in 2005, the Committee increased Mr. Perez’s annual base salary from $975,000 to $1,100,000 in connection with Mr. Perez’s
election as CEO and Chairman. For 2006, the Committee chose to maintain Mr. Perez’s annual base salary at $1,100,000. To preserve the Company’s
deductibility of all of Mr. Perez’s base salary for U.S. income tax purposes, payment of base salary in excess of $1,000,000 will not be made until after
his retirement from the Company.

In 2005, the Committee chose to maintain Mr. Carp’s annual base salary at $1,100,000. To preserve the Company’s deductibility of all of Mr. Carp’s
base salary for U.S. income tax purposes, payment of $100,000 of his base salary was deferred until after his retirement from the Company.

Short-Term Variable Pay for Messrs. Perez and Carp

Mr. Perez’s and Mr. Carp’s short-term variable pay, like that of all the Company’s other executives, is payable based upon the successful attainment
of specific financial goals established by the Committee each year under the Company’s short-term variable pay plan, EXCEL. As described earlier, for
2005, these financial goals were based on digital revenue growth and investable cash flow. The Committee also considered each of Mr. Perez’s and
Mr. Carp’s performance against his key EXCEL performance goals. In particular, the Committee noted that the Company is well underway in the
execution of its digital transformation strategy and with regard to its leadership and diversity strategies. The Committee also took into account the
results under the 2005 EXCEL baseline metrics and other factors noted earlier in this Report. In addition, the Committee noted that Messrs. Perez and
Carp have been the chief architects in the digital transformation strategy of the Company, and that they each made substantial contributions to an
effective and seamless CEQ and Chairman transition, all of which is in the best interests of the shareholders.

In light of all of the foregoing, the Committee fixed each of Mr. Perez’s and Mr. Carp’s 2005 EXCEL award at 152%, which is the same level it
established for the corporate funding pool. The amounts of the awards are listed in the Summary Compensation Table on page 25.

Stock Options for Messrs. Perez and Carp

Effective December 7, 2005, the Committee granted a stock option award to Mr. Perez of 135,000 shares and to Mr. Carp of 108,000 shares.

These options were granted under the same terms and conditions as awards made to all officers generally under the Company’s officer stock option
program. That is, the options were priced at 100% of the fair market value of the Company’s common stock on the date of grant, have a term of
seven years and vest ratably over three years. With respect to Mr. Carp’s award, the stock options will expire on January 1, 2009 as a result of his
retirement, pursuant to the terms of the award. The amounts of the grants reflect the revisions to the long-term incentive compensation guidelines
discussed earlier in this Report. The Committee determined each of these awards based on its review of competitive benchmark data and an
assessment of Mr. Perez's and Mr. Carp’s respective leadership.

As noted earlier, effective June 1, 2005, the Committee granted a stock option award to Mr. Perez of 300,000 shares in connection with his promotion
to CEO. Effective June 1, 2005, the Committee granted a stock option award to Mr. Carp of 91,667 shares under a program to reward key executives
for their role in the Company’s digital transformation. The options were priced at 100% of the fair market value of the Company’s common stock on
the date of grant, have a term of seven years and vest ratably over three years. Mr. Carp’s stock options will expire on January 1, 2009 as a result of
his retirement, pursuant to the terms of the award.
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Leadership Stock for Messrs. Perez and Carp

Based on the Company’s operational earnings per share performance for the two-year period from January 1, 2004 through December 31, 2005, the
performance formula for the 2004-2005 performance cycle of the Leadership Stock Program derived a payout allocation equal to 51% of target for
all participants. This payout results in an award to Mr. Perez of 17,850 restricted units, subject to an additional one-year vesting period. With respect
to Mr. Carp, the payout for this performance cycle results in an award to him of 30,600 shares of common stock, which shares are not subject to the
one-year vesting period as a result of Mr. Carp’s retirement, under the terms of the plan.

In December 2004, prior to Mr. Perez’s election as CEQ and Chairman, the Committee allocated to Mr. Perez a target award for the 2005-2006
performance cycle of the Leadership Stock Program of 32,500 performance stock units. The Committee determined Mr. Perez’s allocation based on
its assessment of his leadership and execution. At that time, the Committee allocated to Mr. Carp a target award for the 2005-2006 performance cycle
of the Leadership Stock Program of 41,000 performance stock units. The Committee determined Mr. Carp’s allocation based on its assessment of his
leadership and execution. Mr. Carp’s actual award for this cycle, if earned, will be prorated to reflect his retirement after completion of one year of the
two-year cycle, in accordance with the terms of the plan.

The Committee allocated to Mr. Perez a target award for the 2006-2007 performance cycle of the Leadership Stock Program of 63,750 performance
stock units. The Committee determined Mr. Perez’s allocation based on its assessment of his leadership and execution. The allocation also reflects the
revised long-term incentive compensation guidelines adopted by the Committee, as previously discussed in this Report.

Restricted Stock for Mr. Perez
As noted earlier, effective June 1, 2005, the Committee granted Mr. Perez 60,000 shares of restricted stock in connection with his promotion to CEO.

Performance Stock Program

Based on the Company’s financial performance over the three-year period ending in 2005, neither Mr. Perez nor Mr. Carp received an award for the
2003-2005 performance cycle of the Performance Stock Program. This was the final cycle of this program.

Committee Review of All Components of CEO Compensation

The Committee has reviewed all components of the CEQ’s and each named executive officer’s compensation, including salary, bonus, equity and
long-term compensation, accumulated realized and unrealized stock option and restricted stock gains, the dollar value to the executive and cost to the
Company of all perquisites and other personal benefits, the earnings and accumulated payout obligations under the Company’s non-qualified deferred
compensation program, the actual projected payout obligations under the Company’s retirement plans and any applicable supplemental enhancements
to retirement benefits, and under several potential severance and change-in-control scenarios. Tally sheets setting forth all the above components
were prepared by the Committee’s external consultant and reviewed in detail with the Committee.

Based on this review, the Committee finds the CEQ’s and each of the named executive officer’s total compensation (and, in the case of the severance
and change-in-control scenarios, the potential payouts) in the aggregate to be reasonable.

It should be noted that when the Committee considers any component of the CEQ’s and a named executive officer’s total compensation, the aggregate
amounts and mix of components are taken into consideration in the Committee’s decisions. In addition, it is the Committee’s policy to make most
compensation decisions in a two-step process to ensure sufficient deliberation over these matters.

Company Policy on Qualifying Compensation

Under Section 162(m) of the Internal Revenue Code, the Company may not deduct certain forms of compensation in excess of $1,000,000 paid to

any of the named executive officers that are employed by the Company at year-end, unless certain specific and detailed criteria are satisfied. The
Committee believes that it is generally in the Company’s best interests to have compensation be deductible under Section 162(m). The Committee
also feels, however, that there may be circumstances in which the Company’s interests are best served by maintaining flexibility regardless of whether
compensation is fully deductible under Section 162(m).

Timothy M. Donahue, Chair
Martha Layne Collins

Durk I. Jager

Debra L. Lee



B Performance Graph and Reporting Compliance

PERFORMANCE GRAPH — SHAREHOLDER RETURN

The following graph compares the performance of the Company’s common stock with the performance of the Standard & Poor’s 500 Composite
Stock Price Index and the Dow Jones Industrial Index by measuring the changes in common stock prices from December 31, 2000, plus
reinvested dividends.

$ 140

$ 120

$ 100

$ 80

$ 60

$ 40

$ 20

$ 0
12/31/00 12/31/01 12/31/02 12/31/03 12/31/04 12/31/05

The graph assumes that $100 was invested on December 31, 2000 in each of the Company’s common stock, the Standard & Poor’s 500 Composite
Stock Price Index and the Dow Jones Industrial Index, and that all dividends were reinvested. In addition, the graph weighs the constituent companies
on the basis of their respective market capitalizations, measured at the beginning of each relevant time period.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16 of the Securities Exchange Act of 1934, as amended, requires our executive officers (as defined under Section 16), directors and persons
who beneficially own greater than 10% of a registered class of our equity securities to file reports of ownership and changes in ownership with the
SEC. We are required to disclose any failure of these executive officers, directors and 10% stockholders to file these reports by the required deadlines.
Based solely on our review of the copies of these forms received by us or written representations furnished to us, we believe that, for the reporting
period covering our 2005 fiscal year, due to clerical errors on the part of the Company, an SEC Form 4 filed on behalf of one Director, Debra Lee, and
an SEC Form 3 and Form 4 filed on behalf of one executive officer, Philip Faraci, were not filed timely.

By Order of the Board of Directors

| O O

Laurence L. Hickey

Secretary and Assistant General Counsel
Eastman Kodak Company

March 27, 2006



B Exhibits

EXHIBIT | — CORPORATE GOVERNANCE GUIDELINES

The Board of Directors, acting on the recommendation of its Corporate Responsibility and Governance Committee, has developed and adopted these
Governance Guidelines. They establish a common set of expectations to assist the Board and its committees in fulfilling their responsibilities to the
Company’s shareholders. In recognition of the continuing evolution of corporate governance best practices, this is a working document that will be
periodically reviewed and, if appropriate, revised by the Board.

I. ROLE AND RESPONSIBILITIES OF THE BOARD

Board Role The role of the Board is to actively oversee the effectiveness of management’s policies and decisions, including the execution of its
strategies, towards the goal of maximizing the Company’s long-term value for the benefit of its shareholders. While its paramount duty is to the
Company’s shareholders, the Board recognizes that the long-term interests of shareholders are advanced by responsibly addressing, as appropriate,
the concerns of other stakeholders and interested parties including employees, customers, suppliers, government officials and the public at large.

Board Responsibilities [n addition to its general oversight of management, the Board (either directly or through its committees) also performs a
number of specific functions including:
¢ Maximize Shareholder Return Representing the interests of the Company’s shareholders by maximizing the Company’s long-term value.
o Strategic Planning Reviewing and approving management’s strategic and business plans, and monitoring performance against the plans.
¢ CEO Selection and Succession Selecting, evaluating and compensating the CEQ and overseeing the CEO succession planning process.
¢ Management Compensation and Development Providing counsel and oversight on the selection, evaluation, development and
compensation of senior management.
¢ Annual Operating Plans and Budgets Overseeing, understanding and monitoring the Company’s annual operating plans and budgets
prepared by management.
¢ Controls Reviewing and assessing the processes and policies in place for maintaining the integrity of the Company, including the integrity
of its financial statements, the integrity of its compliance with law, ethics and the Company’s own statement of values, and the integrity of its
relationships with employees, customers and suppliers.
¢ Risk Management Reviewing and assessing management’s processes and policies to assess the major risks facing the Company, and
periodically reviewing management’s assessment of these major risks and the options for their mitigation.
¢ Board Nomination and Evaluation Nominating Directors and Committee members and overseeing the composition, structure, practices and
evaluation of the Board and its Committees.
¢ Transactions Outside Ordinary Course of Business Evaluating and approving all material Company transactions not arising in the ordinary
course of business.

Il. DIRECTOR SELECTION AND QUALIFICATION STANDARDS

Independence The Board will be comprised of a majority of directors who qualify as independent directors under the listing standards of the NYSE.
To be considered independent under the NYSE’s rules, the Board must determine that a director does not have any material relationship with the
Company. The Board has established “Director Independence Standards” set forth in Appendix A to assist it in determining director independence.

The Board, with assistance from its Corporate Responsibility and Governance Committee, will undertake an annual review to evaluate the
independence of its non-employee directors. In advance of the meeting at which this review occurs, each non-employee director will be asked to
provide the Board with full information regarding the director’s business and other relationships with the Company and its affiliates and senior
management and their affiliates to enable the Board to evaluate the director’s independence.

Selection of New Directors The entire Board is responsible for nominating members for election to the Board and for filling vacancies on the Board
that may occur between annual meetings of the shareholders. The Corporate Responsibility and Governance Committee is responsible for identifying,
screening and recommending candidates to the Board for Board membership.

The Corporate Responsibility and Governance Committee will use the “Director Selection Process” described in Appendix B when recruiting, evaluating
and selecting director candidates.

The Company is committed to maintaining its tradition of inclusion and diversity within the Board, and confirms that its policy of non-discrimination
based on sex, race, religion or national origin applies in the selection of directors.
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Board Membership Criteria Nominees for director will be selected on the basis of a number of factors, including the nominee’s integrity, reputation,
judgment, knowledge, experience, diversity and Board needs. The Board is committed to a diversified membership. The Corporate Responsibility and
Governance Committee is responsible for assessing the appropriate balance of skills and characteristics required of Board members. The Board has
established “Director Qualification Standards” set forth in Appendix C to assist it in selecting Board nominees.

Ill. BOARD LEADERSHIP

Chairman of the Board The Board of Directors will elect a Chairman of the Board who will have primary responsibility for scheduling Board
meetings, calling special meetings when necessary, setting or proposing the agenda for each meeting and leading the conduct of Board meetings.
The CEO of the Company will, in most cases, also be the Chairman of the Board.

Presiding Director The Board of Directors will also elect a Presiding Director whose primary function will be to ensure that the Board operates
independent of the Company’s management. Absent a Board decision to the contrary, the Presiding Director will be the longest-tenured independent
member of the Board. Included as part of the Presiding Director’s responsibilities are: convening and chairing regular and special meetings of the
independent directors, acting as the principal liaison between the independent directors and the CEO and providing feedback to the CEQ from the
meetings of the independent directors.

IV. BOARD CONDUCT

Change of Responsibility of Director Directors are expected to report changes in their employment or their business or professional affiliations or
responsibilities, including retirement, to both the Chairman of the Board and the Chair of the Corporate Responsibility and Governance Committee. A
director will tender a resignation when there is a change in the director’s principal employment. Based on advice from the Corporate Responsibility and
Governance Committee, the Board will then decide whether continued Board membership is appropriate under the circumstances.

The CEO and any other officer of the Company who is a director will tender their resignation from the Board when such individual ceases to be the CEQ
or other officer of the Company. The CEQ should not, in most cases, continue as a director after retirement from the Company.

Retirement A director will retire from the Board at the first Annual Meeting following the director’s 70" birthday.

Equity Ownership It is expected that each director will develop a meaningful equity interest in the Company within a reasonable period after initial
election to the Board and retain such equity interest while serving on the Board. To align the interests of directors and the Company’s shareholders, a
director is not permitted to exercise any stock options or sell any restricted shares granted to him or her by the Company unless and until the director
owns shares of stock in the Company (either outright or through phantom stock units in the Deferred Compensation Plan for Directors) that have a
value equal to at least five times the then maximum amount of the annual retainer which may be taken in cash by the director.

Other Board Memberships Directors should advise both the Chairman of the Board and the Chair of the Corporate Responsibility and Governance
Committee before accepting any other public company directorship. If the Corporate Responsibility and Governance Committee determines a
conflict of interest exists by serving on the board of another company, the director is expected to act in accordance with the recommendation of

the committee.

Other Audit Committee Memberships No member of the Audit Committee may serve simultaneously on the audit committees of more than two
other public company boards, unless the Board determines that such simultaneous service would not impair such director’s ability to effectively serve
on the Audit Committee and such determination is disclosed in the Company’s annual Proxy Statement. Directors will advise both the Chairman of
the Board and the Chair of the Corporate Responsibility and Governance Committee prior to accepting an invitation to serve on the audit committee of
another public company board.

Communications with the Public The CEOQ is responsible for establishing effective communications with the Company’s stakeholder groups
(i.e., the press, institutional investors, analysts, customers, suppliers and other constituencies). The Board will look to management to speak for the
Company. Board members will refer all inquiries from and communications with the Company’s stakeholder groups to the CEQ. In the unusual
circumstance where the independent directors need to communicate directly with the press, the Presiding Director will perform this function.

Confidentiality The Board believes maintaining confidentiality of information and deliberations is an imperative. Information learned during the
course of service of the Board is to be held confidential and used solely in furtherance of the Company’s business.

Code of Business Conduct and Ethics The Company will maintain, and the Audit Committee will oversee compliance with, a code of business
conduct and ethics for the directors. Such code as currently in effect is set forth in Appendix D, and such code may be modified and replaced from
time to time by the Audit Committee.



V. BOARD MEETINGS

Meeting Attendance Directors are expected to attend Board meetings, meetings of committees on which they serve and meetings of stockholders
absent exceptional cause. The Board has established a “Board of Directors Attendance Policy,” a copy of which is attached as Appendix E.

Agenda The Chairman of the Board will set the agenda for each meeting of the Board. Any director may suggest agenda items and may raise at
meetings other matters they consider worthy of discussion.

Board Materials Distributed in Advance Management will be responsible for assuring that, as a general rule, information and data that are
important to the Board’s understanding of the Company’s business and to all matters expected to be considered and acted upon by the Board be
distributed in writing to the Board sufficiently in advance of each Board meeting and each action to be taken by written consent to provide the
directors a reasonable time to review and evaluate such information and data. Management will make every attempt to see that this material is as
concise as possible while still providing the desired information. In the event of a pressing need for the Board to meet on short notice or if such
materials would otherwise contain highly confidential or sensitive information, it is recognized that written materials may not be available in advance.

To prepare for meetings, directors should review these materials in advance. Directors will preserve the confidentiality of all materials given and
information provided to the Board.

Board Presentations As a general rule, presentations on specific subjects should be sent to the Board members in advance so that Board meeting
time may be conserved and discussion time focused on questions that the Board has about the material. On those occasions in which the subject
matter is too sensitive to distribute in written form, the presentation will be discussed at the meeting.

Strategic Planning The Board will review the Company’s long-term strategic plan during at least one Board meeting each year specifically devoted
to this purpose.

Executive Sessions The non-management directors will regularly meet in executive session, without management, at least four times per year in
connection with regularly scheduled Board meetings. The Presiding Director will preside at all of these executive sessions. If the Presiding Director is
not present, the independent directors will choose another independent director to preside at the executive session.

When all of the non-management directors are not independent, the independent directors of the Board will meet in executive session, without the
management directors and other members of management, at least one time per year in connection with a regularly scheduled Board meeting. The
Presiding Director will preside at this executive session. If the Presiding Director is not present, the independent directors will choose another
independent director to preside at the executive session.

Vi. COMMITTEE MATTERS

Committees The Company has five standing committees: Audit Committee, Corporate Responsibility and Governance Committee, Executive
Committee, Executive Compensation and Development Committee, and the Finance Committee. Each committee will have the duties and
responsibilities delegated to it in its charter and in the Company’s by-laws. The Board may form a new committee or disband an existing committee
depending on circumstances.

Independence of the Board Committees Each committee of the Board will be composed entirely of independent directors (with the exception of
the Executive Committee whose membership will include the Chairman of the Board).

Committee Agenda The Chair of each committee, in consultation with the appropriate members of the committee and management, will develop
the committee’s agenda for each meeting. Each committee will issue a schedule of agenda subjects to be discussed for the ensuing year at the
beginning of each year (to the degree these can be foreseen).

Assignment and Rotation of Committee Members The Corporate Responsibility and Governance Committee is responsible, after consultation
with the Chairman of the Board, for making recommendations to the Board with respect to the assignment of committee members and Chairs. After
reviewing the Corporate Responsibility and Governance Committee’s recommendations, the Board is responsible for appointing the committee Chairs
and members. Consideration will be given to rotating committee Chairs and members periodically at approximately three-year intervals, but the Board
does not believe that such a rotation should be mandated as a policy because there may be reasons at a given point in time to maintain an individual
director’s committee Chair or membership for a longer period.

Committee Reports At each Board meeting, the Chair of each committee, or his or her delegate, will report the matters considered and acted upon
by such committee at each meeting or by written consent since the preceding Board meeting, except to the extent covered in a written report to the
full Board.
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Vil. DIRECTOR ACCESS TO MANAGEMENT AND INDEPENDENT ADVISORS

Access to Management The Company expects and encourages its directors to have regular contact with the Company’s senior management.
Accordingly, the directors will have full access to the senior management of the Company. To assure that this access is not distracting to the business
operations of the Company, the directors are asked to advise the CEO when contacting any member of senior management.

Access to Independent Advisors The Board has the authority to engage independent legal, financial or other advisors, as it may deem necessary
and advisable in fulfilling its obligations and responsibilities, without consulting, or obtaining the approval of, management. Each committee of the
Board will also have such power.

Viil. DIRECTOR COMPENSATION

Compensation The Company believes that compensation for non-management directors should be competitive and should encourage increased
ownership of the Company’s stock through payment of a portion of the Company’s compensation in stock, deferred compensation stock equivalents or
options to purchase the Company’s stock. The Corporate Responsibility and Governance Committee will periodically report to the Board on the status
of the Board’s compensation in relation to other large publicly held companies.

Changes Changes in Board compensation should come at the suggestion of the Corporate Responsibility and Governance Committee, but with full
discussion and concurrence by the Board.

Employee Directors The Company’s employee directors will not receive additional compensation for their service as directors.

IX. DIRECTOR ORIENTATION AND EDUCATION

Director Orientation The Company, under the direction of the Corporate Responsibility and Governance Committee and with the assistance of

the Corporate Secretary, conducts orientation for newly elected members of the Board. This orientation familiarizes new directors with, among other
things, the Company’s business, strategic plans, significant financial, accounting and risk management issues, compliance programs, conflicts
policies, code of business conduct, corporate governance and principal officers. It also includes meetings with and presentations by key management
and visits to Company facilities. Each new director will participate in the Company’s director orientation.

Director Education The Board also recognizes the importance of continuing education for its members. Each director is expected to participate in
continuing education in order to maintain the necessary level of expertise to perform his or her responsibilities as a director. The Board acknowledges
that director continuing education may be provided in a variety of different forms including: external or internal education programs, presentations

or briefings on particular topics, educational materials, meetings with key management and visits to Company facilities. The Company, under the
direction of the Corporate Responsibility and Governance Committee and with the assistance of the Corporate Secretary, will assist the directors in
pursuing continuing education opportunities.

X. MANAGEMENT EVALUATION AND SUCCESSION

CEO Evaluation The Executive Compensation and Development Committee evaluates the CEO annually, and reviews its actions with the Board.
The Board communicates its views to the CEO through the Chair of the Executive Compensation and Development Committee. The Executive
Compensation and Development Committee’s evaluation of the CEOQ is based on a combination of objective and subjective criteria and is discussed
in the Company’s annual Proxy Statement.

Succession Planning  Succession planning for the Company’s CEO and President is the entire Board’s responsibility. To assist the Board, the CEO
will present to the Executive Compensation and Development Committee an annual report on succession planning for all senior officers of the
Company with an assessment of senior officers and their potential to succeed the CEO and other senior management positions. The CEO, together
with the Chair of the Executive Compensation and Development Committee, reviews this report with the entire Board. As a matter of policy, the CEQ
provides the Board, on a regular basis, his or her recommendation as to a successor in the event he or she is no longer able to serve as CEO.

Management Development The Board, acting through its Executive Compensation and Development Committee, will determine that a satisfactory
system is in effect for education, development and orderly succession of senior and mid-level managers throughout the Company. There should be
an annual report by the GEO, first to the Executive Compensation and Development Committee, and then to the Board, on the Company’s program for
management development.



XIi. ANNUAL PERFORMANCE EVALUATIONS

Board Evaluation The Board, under the direction of the Corporate Responsibility and Governance Committee, will annually conduct a self-evaluation
to determine whether it and its committees are functioning effectively. The results of this evaluation will be presented to the Board for its review
and discussion.

Committee Evaluations Each committee, with the exception of the Executive Committee, will annually conduct a self-evaluation of its
performance. The results of such evaluation will be reported to and reviewed by the Corporate Responsibility and Governance Committee. The
Corporate Responsibility and Governance Committee will report the results of its review of these evaluations to the Board.

APPENDIX A: DIRECTOR INDEPENDENCE STANDARDS

Pursuant to the recently finalized NYSE Listing Standards, the Board of Directors has adopted Director Independence Standards to assist in its
determination of director independence. To be considered “independent” for purposes of these standards, a director must be determined, by resolution
of the Board as a whole, after due deliberation, to have no material relationship with the Company other than as a director. In each case, the Board will
broadly consider all relevant facts and circumstances and will apply the following standards.

1) Adirector will not be considered “independent” if, within the preceding three years:

o the director was an employee, or an immediate family member of the director was an executive officer of the Company; or

e the director, or an immediate family member of the director, received more than $100,000 per year in direct compensation from the Company,
other than director fees and pension or other forms of deferred compensation for prior service (provided that such compensation is not
contingent in any way of continued service with the Company); except that compensation received by an immediate family member of the
director for services as a non-executive employee of the Company need not be considered in determining independence under this test; or

o the director was affiliated with or employed by, or an immediate family member of the director was affiliated with or employed in a
professional capacity by, a present or former internal or external auditor of the Company; or

o the director, or an immediate family member of the director, was employed as an executive officer of another company where any of the
Company’s present executives serve on that company’s compensation committee; or

e the director was employed by another company (other than a charitable organization), or an immediate family member of the director was
employed as an executive officer of such company, that makes payments to, or receives payments from, the Company for property or services
in an amount which, in any single fiscal year, exceeds the greater of: a) $1 million or b) 2% of such other company’s consolidated gross
revenues; provided, however, that in applying this test, both the payments and the consolidated gross revenues to be measured will be those
reported in the last completed fiscal year; and provided, further, that this test applies solely to the financial relationship between the Company
and the director’s (or immediate family member’s) current employer — the former employment of the director or immediate family member
need not be considered.

2) The following relationships will not be considered to be material relationships that would impair a director’s independence:

e Gommercial Relationship: if a director of the Company is an executive officer or an employee, or whose immediate family member is an
executive officer of another company that makes payments to, or receives payments from, the Company for property or services in an amount
which, in any single fiscal year, does not exceed the greater of: a) $1,000,000 or b) 2% of such other company’s consolidated gross revenues;

¢ [ndebtedness Relationship: if a director of the Company is an executive officer of another company which is indebted to the Company, or
to which the Company is indebted, and the total amount of either company’s indebtedness is less than 2% of the consolidated assets of the
company wherein the director serves as an executive officer;

¢ Equity Relationship: if the director is an executive officer of another company in which the Company owns a common stock interest, and
the amount of the common stock interest is less than 5% of the total shareholders’ equity of the company where the director serves as an
executive officer; or

e Charitable Relationship: if a director of the Company, or the spouse of a director of the Company, serves as a director, officer or trustee
of a charitable organization, and the Company’s contributions to the organization in any single fiscal year are less than the greater of:

a) $1,000,000 or b) 2% of that organization’s gross revenues.

3)  For relationships not covered by Section 2 above, or for relationships that are covered, but as to which the Board believes a director may
nevertheless be independent, the determination of whether the relationship is material or not, and therefore whether the director would be
independent, will be made by the directors who satisfy the independence guidelines set forth in Sections 1 and 2 above. The Company will
explain in its Proxy Statement any Board determination that a relationship was immaterial in the event that it did not meet the categorical
standards of immateriality set forth in Section 2 above.
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4)  For purposes of these standards, an “immediate family member” includes a person’s spouse, parents, children, siblings, mothers and
fathers-in-law, sons and daughters-in-law, brothers and sisters-in-law, and anyone (other than domestic employees) who shares such
person’s home; except that when applying the independence tests described above, the Company need not consider individuals who are no
longer immediate family members as a result of legal separation or divorce, or those who have died or have become incapacitated.

APPENDIX B: DIRECTOR SELECTION PROCESS

The entire Board of Directors is responsible for nominating members for election to the Board and for filling vacancies on the Board that may occur
between annual meetings of the shareholders. The Corporate Responsibility and Governance Committee is responsible for identifying, screening and
recommending candidates to the Board for Board membership. The Chair of the Corporate Responsibility and Governance Committee will oversee
this process.

The Corporate Responsibility and Governance Committee will generally use the following process when recruiting, evaluating and selecting director
candidates. The various steps outlined in the process may be performed simultaneously and in an order other than that presented below. Throughout
the process, the Committee will keep the full Board informed of its progress.

The Company is committed to maintaining its tradition of inclusion and diversity within the Board, and confirms that its policy of non-discrimination
based on sex, race, religion or national origin applies in the selection of Directors.

1) The Committee will assess the Board’s current and projected strengths and needs by, among other things, reviewing the Board’s current profile,
its Director Qualification Standards and the Company’s current and future needs.

2)  Using the results of this assessment, the Committee will prepare a target candidate profile.

3) The Committee will develop an initial list of director candidates by retaining a search firm, utilizing the personal network of the Board and senior
management of the Company, and considering any nominees previously recommended.

4)  The Committee will screen the resulting slate of director candidates to identify those individuals who best fit the target candidate profile and the
Board’s Director Qualification Standards. From this review, the Committee will prepare a list of preferred candidates and present it to the full
Board and the CEO for input.

5)  The Committee will determine if any director has a business or personal relationship with any of the preferred candidates that will enable the
director to initiate contact with the candidate to determine his or her interest in being considered for membership to the Board. If necessary, the
search firm will be used to initiate this contact.

6) Whenever possible, the Chair of the Committee, the Presiding Director, at least one other independent member of the Board and the CEQ will
interview each interested preferred candidate.

7) Based on input received from the candidate interviews, the Committee will determine whether to extend an invitation to a candidate to join
the Board.

8) Areference check will be performed on the candidate.

9) Depending on the results of the reference check, the Committee will extend the candidate an invitation to join the Board, subject to election by
the Board.

10) The full Board will vote on whether to elect the candidate to the Board.

11) The Secretary of the Company will arrange for orientation sessions for newly elected directors, including briefings by senior managers, to
familiarize new Directors with the Company’s overall business and operations, strategic plans and goals, financial statements, and key policies
and practices, including corporate governance matters.

APPENDIX C: DIRECTOR QUALIFICATION STANDARDS

In addition to any other factors described in the Company’s Corporate Governance Guidelines, the Board should, at a minimum, consider the following
factors in the nomination or appointment of members of the Board:

Integrity Directors should have proven integrity and be of the highest ethical character and share the Company’s values.
Reputation Directors should have reputations, both personal and professional, consistent with the Company’s image and reputation.
Judgment Directors should have the ability to exercise sound business judgment on a broad range of issues.

Knowledge Directors should be financially literate and have a sound understanding of business strategy, business environment, corporate
governance and board operations.



Experience In selecting directors, the Board should generally seek active and former CEOs, CFOs, international operating executives, presidents
of large and complex divisions of publicly held companies, and leaders of major complex organizations, including scientific, accounting, government,
educational and other non-profit institutions.

Maturity Directors should value board and team performance over individual performance, possess respect for others and facilitate superior
board performance.

Commitment Directors should be able and willing to devote the required amount of time to the Company’s affairs, including preparing for and
attending meetings of the Board and its committees. Directors should be actively involved in the Board and its decision making.

Skills Directors should be selected so that the Board has an appropriate mix of skills in core areas such as accounting and finance, technology,
management, marketing, crisis management, strategic planning, international markets and industry knowledge.

Track Record Directors should have a proven track record of excellence in their field.

Diversity Directors should be selected so that the Board of Directors is a diverse body, with diversity reflecting gender, ethnic background, country
of citizenship and professional experience.

Age Given the Board’s mandatory retirement age of 70, directors must be able to, and should be committed to, serve on the Board for an extended
period of time.

Independence Directors should be independent in their thought and judgment and be committed to represent the long-term interests of all of the
Company’s shareholders.

Ownership Stake Directors should be committed to having a meaningful, long-term equity ownership stake in the Company.

APPENDIX D: DIRECTORS’ CODE OF CONDUCT

The Board of Directors of Eastman Kodak Company has adopted this Directors’ Code of Conduct to guide the directors in recognizing and addressing
ethical issues and in ensuring that their activities are consistent with the Company’s values of:

e respect for the dignity of the individual;
* uncompromising integrity;
e trust;
e credibility;
e continuous improvement and personal renewal; and
e recognition and celebration.
The Code is intended as a source of guiding principles, since no code or policy can anticipate every situation that may arise. Directors with questions

about the Code’s application to particular circumstances are encouraged to discuss the issue with the Company’s Compliance Officer or with the Chair
of the Audit Committee of the Board of Directors.

Compliance with Laws and Company Policies
Directors are expected to comply with applicable laws and Company policies, and to monitor legal and ethical compliance by the Company’s officers
and other employees.

Conflicts of Interest

Directors must avoid any conflicts of interest with the Company. A “conflict of interest” exists when a director’s personal or professional interest is

adverse to, or may appear to be adverse to, the interests of the Company. Conflicts of interest may also arise when a director, or members of his or
her family, or an organization with which the director is affiliated, receives improper benefits as a result of the director’s position. Any situation that
involves, or may involve, a conflict of interest must be promptly disclosed to the Company’s Compliance Officer or the Chair of the Audit Committee.

Corporate Opportunities

Directors owe a duty to the Company to advance its legitimate interests. Directors may not take for themselves personally or for other organizations
with which they are affiliated opportunities discovered through the use of Company property, information or position. No director may compete with
the Company or use Company property, information or position for improper personal gain.

57



58

Competition and Fair Dealing

Directors shall endeavor to deal fairly with the Company’s customers, suppliers, competitors and employees and shall oversee fair business dealing
by the Company’s officers and employees. No director should take unfair business advantage of anyone through manipulation, concealment, abuse of
privileged information, misrepresentation of material facts or any other intentional unfair dealing.

The purpose of business entertainment and gifts in a commercial setting is to create goodwill and sound working relationships, not to gain unfair
advantage with customers. Directors and members of their immediate families may not accept gifts from outside persons or entities when the gifts
are made in order to influence the director’s action as a member of the Board, or where acceptance of the gifts could create the appearance of
impropriety.

Confidentiality

Directors must maintain the confidentiality of information entrusted to them by the Company or its customers, and any other information which comes
to them about the Company, except when disclosure is authorized or legally required. Confidential information includes all non-public information that
might be of use to competitors, or harmful to the Company if disclosed.

Protection and Proper Use of Company Assets

Directors must protect the Company’s assets and ensure their efficient use. Directors must not use Company time, employees, supplies, equipment,
buildings or other assets for personal benefit, unless the use is approved in advance by the Chair of the Audit Committee or is part of a compensation
or expense reimbursement program available to all directors.

Encouraging the Reporting of Any lllegal or Unethical Behavior

Directors should promote ethical behavior and take steps to ensure that the Company: a) encourages employees to talk to supervisors, managers and
other appropriate personnel when in doubt about the best course of action in a particular situation; b) encourages employees to report violations of
laws, rules, regulations or the Company’s Business Conduct Guide; and c) informs employees that the Company will not permit retaliation for reports
made in good faith.

Enforcement

The Board shall determine appropriate actions to be taken in the event of violations of this Code. Directors should communicate any suspected
violations of this Code promptly to the Chair of the Audit Committee. The Audit Committee or the Board, or their designee, will investigate violations,
and will ensure that appropriate remedial action is taken.

Waivers of the Code of Business Conduct and Ethics
Only the Board or the Audit Committee may waive a Company business conduct or ethics policy for a Kodak director, and the waiver must be promptly
disclosed to shareholders.

Annual Review
The Board shall review and reassess the adequacy of this Code annually, and make any amendments that it deems appropriate.

APPENDIX E: DIRECTORS ATTENDANCE POLICY

Regular Meetings
Meeting dates for regular Board and Committee meetings will be set far enough in advance to avoid conflicts with existing commitments of individual
Board members that would prevent them from attending the meeting.

Thus, it is expected that each Board member will attend each regularly scheduled Board and Committee meeting, unless:

1) The director indicated at the time the Board agreed to the schedule that he or she had a previous commitment that precluded his or her attending
a specified meeting.

2)  An unexpected event outside the control of the director prevents the director from attending.
All regularly scheduled meetings should, in most circumstances, be attended in person.

Special Meetings
Each director will make a best effort to attend all special Board and Committee meetings. If a director cannot attend a special meeting in person, then
he or she may attend by telephone.

Annual Meeting of Shareholders
All Board members are strongly encouraged to attend the annual meeting of the Company’s shareholders.



EXHIBIT Il — AUDIT AND NON-AUDIT SERVICES PRE-APPROVAL POLICY

I. STATEMENT OF PRINCIPLES

The Audit Committee is responsible for the appointment, compensation and oversight of the work of the independent auditor. As part of this
responsibility, the Audit Committee is required to pre-approve the audit and non-audit services performed by the independent auditor in order to
assure that they do not impair the auditor’s independence from the Company. Accordingly, the Audit Committee has adopted this Pre-Approval
Policy which sets forth the procedures and the conditions pursuant to which services proposed to be performed by the independent auditor may
be pre-approved.

This Pre-Approval Policy establishes two different approaches to pre-approving services: proposed services either may be pre-approved without
specific consideration by the Audit Committee (“general pre-approval”) or require the specific pre-approval of the Audit Committee (“specific
pre-approval”). The Audit Committee believes that the combination of these two approaches in this policy will result in an effective and efficient
procedure to pre-approve services performed by the independent auditor. As set forth in this policy, unless a type of service has received general
pre-approval, it will require specific pre-approval by the Audit Committee. Any proposed services exceeding pre-approved budgeted amounts will also
require specific pre-approval by the Audit Committee. For both types of pre-approval, the Audit Committee shall consider whether such services are
consistent with the SEC’s rules on auditor independence. The Audit Committee shall determine whether the audit firm is best positioned to provide the
most effective and efficient service.

The non-audit services that have the general pre-approval of the Audit Committee will be reviewed on an annual basis unless the Audit Committee
considers a different period and states otherwise. The Audit Committee shall annually review and pre-approve the audit, audit-related and tax services
that can be provided by the independent auditor without obtaining specific pre-approval from the Audit Committee. The Audit Committee will revise
the list of general pre-approved services from time to time, based upon subsequent determinations. The Audit Committee does not delegate its
responsibilities to pre-approve services performed by the independent auditor to management or to others.

The independent auditor has reviewed this policy and believes that implementation of the policy will not adversely affect the auditor’s independence.

Il. AUDIT SERVICES

The Audit Committee shall approve the annual audit services engagement terms and fees no later than its review of the independent auditor’s audit
plan. Audit services may include the annual financial statement audit (including required quarterly reviews), subsidiary audits and other procedures
required to be performed by the independent auditor to be able to form an opinion on the Company’s consolidated financial statements. These other
procedures include information systems and procedural reviews and testing performed in order to understand and place reliance on the systems of
internal control, and consultations occurring during, and as a result of, the audit. Audit services also include the attestation engagement for the
independent auditor’s report on management’s report on internal control over financial reporting. The Audit Committee shall also approve, if
necessary, any significant changes in terms, conditions and fees resulting from changes in audit scope, company structure or other items.

In addition to the annual audit services engagement approved by the Audit Committee, the Audit Committee may grant general pre-approval to other
audit services, which are those services that only the independent auditor reasonably can provide. Other audit services may include statutory audits
or financial audits for subsidiaries or affiliates of the Company and services associated with SEC registration statements, periodic reports and other
documents filed with the SEC or other documents issued in connection with securities offerings.

lll. AUDIT-RELATED SERVICES

Audit-related services are assurance and related services that traditionally are performed by the independent auditor. Because the Audit Committee
believes that the provision of audit-related services does not impair the independence of the auditor and is consistent with the SEC’s rules on auditor
independence, the Audit Committee may grant general pre-approval to audit-related services. Audit-related services include, among others, due
diligence services pertaining to potential business acquisitions/dispositions, accounting consultations for significant or unusual transactions not
classified as “audit services,” assistance with understanding and implementing new accounting and financial reporting guidance from rulemaking
authorities, financial audits of employee benefit plans, agreed-upon or expanded audit procedures performed at the request of management and
assistance with internal control reporting requirements.
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IV. TAX SERVICES

The Audit Committee believes that the independent auditor can provide traditional tax services to the Company such as U.S. and international tax
planning and compliance. The Audit Committee will not pre-approve the retention of the independent auditor in connection with a transaction initially
recommended by the independent auditor, the purpose of which may be tax avoidance and the tax treatment of which may not be supported in the
Internal Revenue Code and related regulations.

V. OTHER PERMISSIBLE NON-AUDIT SERVICES

The Audit Committee may grant general pre-approval to those permissible non-audit services (other than tax services, which are addressed above)
that it believes are routine and recurring services, would not impair the independence of the auditor and are consistent with the SEC’s rules on
auditor independence.

A list of the SEC’s prohibited non-audit services is attached to the end of this policy as Attachment 1. The SEC’s rules and relevant guidance should be
consulted to determine the precise definitions of these services and the applicability of exceptions to certain of the prohibitions.

Vi. PRE-APPROVAL BUDGETED AMOUNTS

Pre-approval budgeted amounts for all services to be provided by the independent auditor shall be reviewed and approved annually by the Audit
Committee. Any proposed services exceeding these levels or amounts shall require specific pre-approval by the Audit Committee. On a quarterly basis,
the Audit Committee will be provided with updates regarding actual projects and fees by category in comparison to the pre-approved budget.

Vil. PROCEDURES

All requests or applications from the independent auditor to provide services that do not require specific approval by the Audit Committee shall be
submitted to the Corporate Controller and must include a detailed description of the services to be rendered. The Corporate Controller will determine
whether such services are included within the list of services that have received the general pre-approval of the Audit Committee.

Requests or applications to provide services that require specific approval by the Audit Committee shall be submitted to the Audit Committee for
approval by the Corporate Controller.

Vill. DELEGATION

The Committee Chair is authorized to pre-approve specific engagements or changes to engagements when it is not practical to bring the matter before
the Committee as a whole.

Attachment 1
Prohibited Non-Audit Services

¢ Bookkeeping or other services related to the accounting records or financial statements of the audit client
e Financial information systems design and implementation

e Appraisal or valuation services, fairness opinions or contribution-in-kind reports

e Actuarial services

e |nternal audit outsourcing services

¢ Management functions

¢ Human resources

e Broker-dealer, investment adviser or investment banking services

e |egal services

e Expert services unrelated to the audit



B Annual Meeting Information

2006 ANNUAL MEETING DIRECTIONS AND PARKING INFORMATION

The Learning Center at Miami Valley Research Park
1900 Founders Drive
Dayton, OH

DIRECTIONS FROM THE AIRPORT

Go Northwest toward Terminal Drive.
Turn slight right onto Terminal Drive.
Terminal Drive becomes Dayton International Airport Access Road.
Merge onto |-70 East.

Merge onto |-75 South via Exit 33A.
Merge onto US-35 East via Exit 52B.
Take OH-835 / Woodman Drive Exit.
Turn right onto Woodman Drive.

Turn left onto OH-835.

Turn left onto Founders Drive.

Turn left at 1900 Founders Drive.

PARKING

Parking for the Annual Meeting is available in the lot at 1900 Founders Drive.
Overflow parking is available in the lot behind the building.
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BOARD OF DIRECTORS

Mr. Richard S. Braddock
Chairman, MidOcean Partners

Gov. Martha Layne Collins
Chairman & CEO, Kentucky World Trade Center

Mr. Timothy M. Donahue
Executive Chairman, Sprint Nextel Corporation

Dr. Michael J. Hawley
Former Director of Special Projects, MIT

CORPORATE OFFICERS

Mr. William H. Hernandez
Senior Vice President, Finance, & CFO, PPG Industries

Mr. Durk 1. Jager

Former Chairman, Procter & Gamble

Ms. Debra L. Lee
Chairman and CEO, BET Holdings, Inc.

Mr. Delano E. Lewis
Former U.S. Ambassador to South Africa

Mr. Paul H. O’Neill
Former Secretary of Treasury of the U.S.

Mr. Antonio M. Perez
Chairman & Chief Executive Officer,
Eastman Kodak Company

Dr. Hector de J. Ruiz
CEO, AMD

Dr. Laura D’Andrea Tyson
Dean of London Business School

Antonio M. Perez
Chairman & Chief Executive Officer

Senior Vice Presidents

Robert L. Berman
Chief Human Resources Officer

Charles S. Brown, Jr.
Chief Administrative Officer

Philip J. Faraci
President,* Consumer Digital Imaging Group & Director, Corporate
Strategy, Corporate Business Development

Carl E. Gustin, Jr.
Chief Marketing Officer; Director, Brand Management

Vice Presidents

Charles C. Barrentine
Chief Kodak Operating System Officer

John E. Blake, Jr.
General Manager, Digital Capture and Imaging Products,
Consumer Digital Imaging Group

Mary L. Burkhardt

Director, Global Shared Services

Essie L. Calhoun
Chief Diversity Officer and Director, Community Affairs

Jaime Cohen-Szulc
General Manager, EAMER Region, Consumer Digital Imaging
Group & Film and Photofinishing Systems Group

Andrew P. Copley
Managing Director, Global Sales and Operations,
Graphic Communications Group

Michael W. Jackman
General Manager, Healthcare Information Systems, Kodak Health
Group

Jeffrey Jacobhson
Chief Operating Officer, Graphic Communications Group,
President,* Graphic Solutions & Services

Patrick D. King
General Manager, Home Printing and Kiosks, Consumer Digital
Imaging Group

Secretary

Laurence L. Hickey
Chief Governance Officer

Sharon E. Underberg
Assistant Secretary

* Divisional
** Subsidiary of Eastman Kodak Company

Robert H. Brust

Executive Vice President & Chief Financial Officer

Joyce P. Haag

General Counsel

Mary Jane Hellyar
President,* Film and Photofinishing Systems Group

Kevin J. Hobert
President,* Kodak Health Group

James T. Langley
President,* Graphic Communications Group

David M. Kiser

Director and Vice President Health, Safety, and Environment

Yusuke Kojima
President, Kodak Japan Ltd.,** General Manager, Japan Region

Michael A. Korizno
General Manager, Americas Region, Consumer Digital Imaging
Group & Film and Photofinishing Systems Group

Brad W. Kruchten
General Manager, Film and Photofinishing Services, Film and
Photofinishing Systems; President,** Qualex, Inc.

Anne B. LeGrand
General Manager, Output Systems & Mammography Solutions,
Kodak Health Group

L. Jeffrey Markin
Director, Special Projects, Kodak Health Group

Michael L. Marsh
General Manager, Digital Capture Solutions, Kodak Health Group

Diane F. McCue
General Manager, Paper & Output Systems, Film and
Photofinishing Systems Group

A. Jeff McLeod
Director, Imaging Specialty, U.S.

Treasurer
William G. Love

William J. Lloyd

Chief Technical Officer; Director, Research and Development

Daniel T. Meek
Director, Global Manufacturing and Logistics

Eric G. Rodli

President,* Entertainment Imaging

Theodore D. McNeff

Director, Special Projects

David G. Monderer
Managing Director, Corporate Business Development

Sandra K. Morris
General Manager, Consumer Imaging Systems, Consumer Digital
Imaging Group

Isidre Rosello
General Manager, Graphic Communications Group,
Transaction & Industry Solutions

Bjorn Stenslie
General Manager, Worldwide Sales and Marketing, Entertainment
Imaging

William G. Tompkins
General Manager, Motion Picture Film Group, Entertainment
Imaging

Kim E. VanGelder
Chief Information Officer

Paul A. Walrath
Director, Worldwide Operations, Film & Photofinishing Systems
Group

Ying Yeh
Chairman,* Greater China, Director External Affairs, Greater Asia

Controller
Richard G. Brown, Jr.
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Eastman Kodak Company
343 State Street
Rochester, NY 14650
www.kodak.com
www.kodakgallery.com
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