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Part I. Financial Information

Item 1. Financial Statements

EASTMAN KODAK COMPANY

CONSOLIDATED STATEMENT OF OPERATIONS (Unaudited)

Three Months Ended Nine Months Ended
September 30 September 30

(in millions, except per share data) 2007 2006 2007 2006

Net sales $ 2,581 $ 2,595 $ 7,210 $ 7,575

Cost of goods sold 1,899 1,944 5,453 5,880

Gross profit 682 651 1,757 1,695

Selling, general and administrative expenses 427 464 1,259 1,489

Research and development costs 129 138 398 438

Restructuring costs and other 100 108 480 402

Other operating expenses (income), net 6 (48) (33) (37)

Earnings (loss) from continuing operations before interest,

other income (charges), net and income taxes 20 (11) (347) (597)

Interest expense 28 51 84 135

Other income (charges), net 37 9 75 47

Earnings (loss) from continuing operations before income taxes 29 (53) (356) (685)

(Benefit) provision for income taxes (5) 30 (64) 99

Earnings (loss) from continuing operations 34 (83) (292) (784)

Earnings from discontinued operations, net of income taxes 3 46 753 167

NET EARNINGS (LOSS) $ 37§ 37) $ 461  $ (617)

Basic and diluted net earnings (loss) per share:

Continuing operations $ 012 $ (0.29) $ (1.02) $ (2.73)
Discontinued operations 0.01 0.16 2.62 0.58
Total $ 013 $ (0.13) $ 1.60 $ (2.15)

Number of common shares used in basic net earnings (loss)

per share 287.8 287.2 287.6 287.2
Incremental shares from assumed conversion of options 0.8 — — —
Number of common shares used in diluted net earnings (loss)

per share 288.6 287.2 287.6 287.2

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

PAGE 4

EASTMAN KODAK COMPANY

CONSOLIDATED STATEMENT OF RETAINED EARNINGS (Unaudited)

Three Months Ended Nine Months Ended
September 30 September 30
(in millions) 2007 2006 2007 2006
Retained earnings at beginning of period $ 6,305 $ 6,062 $ 5,967 $ 6,717
37 (37 461 (617



Net earnings (loss) ) )
Cash dividends — — (72) (72)
Loss from issuance of treasury stock 9) 3) (23) (6)
Retained earnings at end of period 6,333 $ 6,022 $ 6,333 $ 6,022
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Unaudited)
September 30, December 31,

(in millions) 2007 2006
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 1,847 $ 1,469
Receivables, net 2,130 2,072
Inventories, net 1,230 1,001
Deferred income taxes 114 108
Other current assets 123 96
Assets of discontinued operations — 811

Total current assets 5,444 5,557
Property, plant and equipment, net 1,906 2,602
Goodwill 1,636 1,584
Other long-term assets 3,945 3,509
Assets of discontinued operations — 1,068

TOTAL ASSETS $ 12,931 $ 14,320
LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES
Accounts payable and other current liabilities $ 3,387 $ 3,712
Short-term borrowings 330 64
Accrued income and other taxes 303 347
Liabilities of discontinued operations — 431

Total current liabilities 4,020 4,554
Long-term debt, net of current portion 1,296 2,714
Pension and other postretirement liabilities 3,428 3,934
Other long-term liabilities 1,529 1,690
Liabilities of discontinued operations — 40

Total liabilities 10,273 12,932

Commitments and Contingencies (Note 7)
SHAREHOLDERS’ EQUITY
Common stock, $2.50 par value 978 978
Additional paid in capital 884 881
Retained earnings 6,333 5,967
Accumulated other comprehensive income (loss) 229 (635)

8,424 7,191

Less: Treasury stock, at cost 5,766 5,803

Total shareholders’ equity 2,658 1,388

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY $ 12,931  § 14,320
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF CASH FLOWS (Unaudited)
Nine Months Ended
September 30,

(in millions) 2007 2006
Cash flows from operating activities:
Net earnings (loss) $ 461 $ (617)
Adjustments to reconcile to net cash used in operating activities:

Earnings from discontinued operations, net of income taxes (753) (167)



Depreciation and amortization
Gain on sales of businesses/assets

Non-cash restructuring costs, asset impairments and other charges

Benefit for deferred income taxes
(Increase) decrease in receivables
(Increase) decrease in inventories
Decrease in liabilities excluding borrowings
Other items, net

Total adjustments

Net cash used in continuing operations

Net cash (used in) provided by discontinued operations

Net cash used in operating activities
Cash flows from investing activities:

Additions to properties
Net proceeds from sales of businesses/assets
Acquisitions, net of cash acquired
Investments in unconsolidated affiliates
Marketable securities - sales
Marketable securities - purchases

Net cash used in continuing operations

Net cash provided by (used in) discontinued operations

Net cash provided by (used in) investing activities
Cash flows from financing activities:
Proceeds from other borrowings
Repayment of other borrowings
Dividends to shareholders
Exercise of employee stock options
Net cash used in financing activities
Effect of exchange rate changes on cash
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

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

EASTMAN KODAK COMPANY
NOTES TO FINANCIAL STATEMENTS (Unaudited)

NOTE 1: BASIS OF PRESENTATION

BASIS OF PRESENTATION

609 910
(39) (49)
286 116
(78) (126)
(30) 215

(183) 31
(846) (490)
(121) (140)
(1,155) 300
(694) (317)
(30) 245
(724) (72)
(179) (253)
146 112
6) 3)
— (10)
123 89
(131) (88)
(43) (153)
2,335 (29)
2,292 (182)
65 580

(1,213) (827)

(72) (72)

5 _

(1,215) (319)

25 10

378 (563)

1,469 1,665

1,847 1,102
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The consolidated interim financial statements are unaudited, and certain information and footnote disclosures related thereto normally included in financial
statements prepared in accordance with accounting principles generally accepted in the United States of America have been omitted in accordance with Rule 10-
01 of Regulation S-X. In the opinion of management, the accompanying unaudited consolidated financial statements were prepared following the same policies
and procedures used in the preparation of the audited financial statements and reflect all adjustments (consisting of normal recurring adjustments) necessary to

present fairly the results of operations, financial position and cash flows of Eastman Kodak Company and its subsidiaries (the Company). The results of

operations for the interim periods are not necessarily indicative of the results for the entire fiscal year. These consolidated financial statements should be read in

conjunction with the Company’s Annual Report on Form 10-K for the year ended December 31, 2006.

Certain amounts for prior periods have been reclassified to conform to the current period classification. Prior period reclassifications include the following:

¢ Gains and losses on sales of capital assets and certain asset impairment charges that were previously presented in other income (charges), net have been
reclassified to other operating (income) expenses, net. Amounts reclassified for the three months and nine months ended September 30, 2006 were $48

million of income and $37 million of income, respectively.

e The presentation of discontinued operations and related assets and liabilities held for sale, as a result of the divestiture of the Health Group segment.

e The adoption of FASB Interpretation No. 48, "Accounting for Uncertainty in Income Taxes," which requires reclassification of liabilities related to

uncertain tax positions.

¢ Prior period segment results have been revised to conform to the new segment reporting structure, which was effective January 1, 2007.

In preparing the financial statements for the three- and nine-month periods ended September 30, 2007, the Company recorded adjustments for items that should
have been recorded in prior periods, the largest of which is a $20 million tax provision for a valuation allowance recorded in the second quarter of 2007 that
should have been recorded in 2006. This item is discussed further in Note 5, "Goodwill and Other Intangibles," and Note 6, "Income Taxes." Each correction



recorded in the three- and nine-month periods ended September 30, 2007 is individually no greater than $6 million, other than the item noted above. The
Company has determined that these corrections, individually and in the aggregate, are not material to the financial statements as of and for the three- and nine-
month periods ended September 30, 2007, to any prior period financial statements, or to its expected full year results for 2007.

RECENT ACCOUNTING PRONOUNCEMENTS

FASB Statement No. 155

In February 2006, the Financial Accounting Standards Board (FASB) issued SFAS No. 155, "Accounting for Certain Hybrid Financial Instruments (an
amendment of FASB Statements No. 133 and 140)." This Statement permits fair value measurement for any hybrid financial instrument that contains an
embedded derivative that otherwise would require bifurcation. SFAS No. 155 is effective for all financial instruments acquired, issued, or subject to a
remeasurement event occurring after the beginning of an entity's first fiscal year that begins after September 15, 2006 (January 1, 2007 for the Company). The
adoption of SFAS No. 155 in the first quarter of 2007 did not have a material impact on the Company’s Consolidated Financial Statements.
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FASB Interpretation No. 48

In July 2006, the FASB issued FASB Interpretation No. 48, "Accounting for Uncertainty in Income Taxes" (FIN 48). FIN 48 clarifies the accounting and
reporting for uncertainty in income taxes recognized in accordance with SFAS No. 109, "Accounting for Income Taxes." This Interpretation prescribes a
recognition threshold and measurement attribute for financial statement recognition and measurement of a tax position taken or expected to be taken in a tax
return, and also provides guidance on various related matters such as derecognition, classification of interest and penalties, and disclosure. Further information
regarding the adoption of FIN 48 is disclosed in Note 6, "Income Taxes."

FASB Statement No. 157

In September 2006, the FASB issued SFAS No. 157, "Fair Value Measurements," which establishes a comprehensive framework for measuring fair value in
GAAP and expands disclosures about fair value measurements. Specifically, this Statement sets forth a definition of fair value, and establishes a hierarchy
prioritizing the inputs to valuation techniques, giving the highest priority to quoted prices in active markets for identical assets and liabilities and the lowest
priority to unobservable inputs. This Statement is effective for financial statements issued for fiscal years beginning after November 15, 2007, and interim periods
within those fiscal years. The provisions of SFAS No. 157 are generally required to be applied on a prospective basis, except to certain financial instruments
accounted for under SFAS No. 133, "Accounting for Derivative Instruments and Hedging Activities," for which the provisions of SFAS No. 157 should be
applied retrospectively. The Company will adopt SFAS No. 157 in the first quarter of 2008.

FASB Statement No. 159

In February 2007, the FASB issued SFAS No. 159, "The Fair Value Option for Financial Assets and Financial Liabilities," which permits entities to choose to
measure, on an item-by-item basis, specified financial instruments and certain other items at fair value. Unrealized gains and losses on items for which the fair
value option has been elected are required to be reported in earnings at each reporting date. SFAS No. 159 is effective for fiscal years beginning after November
15, 2007. The provisions of this statement are required to be applied prospectively. The Company will adopt SFAS No. 159 in the first quarter of 2008.

NOTE 2: RECEIVABLES, NET

September 30, December 31,
(in millions) 2007 2006
Trade receivables $ 1,729 $ 1,737
Miscellaneous receivables 401 335
Total (net of allowances of $117 and $134 as of
September 30, 2007 and December 31, 2006,
respectively) $ 2,130 $ 2,072

Of the total trade receivable amounts of $1,729 million and $1,737 million as of September 30, 2007 and December 31, 2006, respectively, approximately $215
million and $272 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.
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NOTE 3: INVENTORIES, NET
September 30, December 31,
(in millions) 2007 2006
Finished goods $ 762 $ 606
Work in process 272 192
Raw materials 196 203
Total $ 1,230 $ 1,001
NOTE 4: PROPERTY, PLANT AND EQUIPMENT, NET
September 30, December 31,
(in millions) 2007 2006
Land $ 92 $ 91
Buildings and building improvements 1,857 2,319
Machinery and equipment 5,875 7,153

Construction in progress 34 86




7,858 9,649
Accumulated depreciation (5,952) (7,047)
Net properties $ 1,906 $ 2,602

Depreciation expense for the three months ended September 30, 2007 and 2006 was $136 million and $243 million, respectively, of which approximately $23
million and $73 million, respectively, represented accelerated depreciation in connection with restructuring actions. Depreciation expense for the nine months
ended September 30, 2007 and 2006 was $526 million and $820 million, respectively, of which approximately $103 million and $213 million, respectively,
represented accelerated depreciation in connection with restructuring actions.

In April 2007, the Company entered into an agreement to sell its manufacturing site in Xiamen, China. This sale closed in the second quarter of 2007 and resulted
in a reduction to net properties of approximately $278 million. This action is part of the 2004-2007 Restructuring Program.

NOTE 5: GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill was $1,636 million and $1,584 million at September 30, 2007 and December 31, 2006, respectively. The changes in the carrying amount of goodwill by
reportable segment for the nine months ended September 30, 2007 were as follows:

As of September 30, 2007
Consumer

Digital Film Graphic

Imaging Products Communications Consolidated
(in millions) Group Group Group Total
Balance at December 31, 2006 $ 217 $ 544 $ 823 $ 1,584
Additions — — 2 2
Purchase accounting adjustment — — 24 24
Currency translation adjustments 7 14 5 26
Balance at September 30, 2007 $ 224§ 558 $ 854 $ 1,636
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During the second quarter of 2007, the Company identified a deferred tax asset in a recently acquired non-U.S. subsidiary that was overstated at the date of
acquisition. Therefore, the Company recorded an increase in the value of goodwill of $24 million in the second quarter to appropriately reflect the proper
goodwill balance. This $24 million is presented as a purchase accounting adjustment in the table above. The Company also recorded a valuation allowance of $20
million, which should have been recorded in 2006, in order to properly reflect the value of the net deferred tax asset. The Company has determined that this
correction is not material to the current period or to any prior period financial statement amounts.

Due to the realignment of the Kodak operating model and change in reporting structure, as described in Note 14, “Segment Information,” effective January 1,
2007, the Company reassigned goodwill to its reportable segments using a relative fair value approach as required under SFAS No. 142, "Goodwill and Other
Intangible Assets." Additionally, the Company reassessed its goodwill for impairment during the first quarter of 2007, and determined that no reporting units’
carrying values exceeded their respective estimated fair values based on the realigned reporting structure and, therefore, there was no impairment.

The gross carrying amount and accumulated amortization by major intangible asset category as of September 30, 2007 and December 31, 2006 were as follows:

As of September 30, 2007
Gross Carrying Accumulated Weighted-Average
(in millions) Amount Amortization Net Amortization Period
Technology-based $ 326 $ 154 $ 172 7 years
Customer-related 279 119 160 10 years
Other 216 116 100 7 years
Total $ 821 $ 389§ 432 8 years
As of December 31, 2006
Gross Carrying Accumulated Weighted-Average
(in millions) Amount Amortization Net Amortization Period
Technology-based $ 324 % 119 $ 205 7 years
Customer-related 274 95 179 10 years
Other 214 88 126 8 years
Total $ 812 $ 302§ 510 8 years

Amortization expense related to purchased intangible assets for the three months ended September 30, 2007 and 2006 was $27 million and $30 million,
respectively. Amortization expense related to purchased intangible assets for the nine months ended September 30, 2007 and 2006 was $83 million and $90
million, respectively.

Estimated future amortization expense related to purchased intangible assets at September 30, 2007 is as follows (in millions):

2007 $ 28
2008 107
2009 102
2010 80

2011 40



2012 and thereafter 75
Total $ 432
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NOTE 6: INCOME TAXES

The Company’s income tax (benefit) provision and effective tax rate were as follows:

Three Months Ended Nine Months Ended
September 30 September 30
(dollars in millions) 2007 2006 2007 2006
Earnings (loss) from continuing operations before income taxes $29 ($53) ($356) ($685)
(Benefit) provision for income taxes 5) 30 (64) 99
Effective tax rate 17.2)%  (56.6)% 18.0%  (14.5)%

For the three months ended September 30, 2007, the Company recorded a benefit of $5 million on pre-tax earnings of $29 million, representing an effective rate
of (17.2)%. The difference between the effective tax rate and the U.S. statutory rate of 35.0% is primarily attributable to: (1) losses generated in certain
jurisdictions outside the U.S., which were not benefited, (2) the mix of earnings from operations in certain lower-taxed jurisdictions outside the U.S., (3) non-U.S.
tax benefits of $6 million associated with restructuring costs and asset impairments, (4) a net benefit of $16 million associated with adjustments related to
uncertain tax positions, and (5) a tax provision of $13 million associated with the impact of foreign legislative tax rate changes.

In accordance with SFAS No. 109, "Accounting for Income Taxes," the Company recorded a tax benefit in continuing operations associated with the realization
of current year losses in certain jurisdictions where it has historically had a valuation allowance due to the recognition of the pre-tax gain in discontinued
operations.

For the three months ended September 30, 2006, the Company recorded a provision of $30 million on a pre-tax loss of $53 million, representing an effective rate
of (56.6)%. The difference between the effective tax rate and the U.S. statutory rate of 35.0% is primarily attributable to: (1) losses generated within the U.S. and
in certain jurisdictions outside the U.S., which were not benefited, (2) the mix of earnings from operations in certain lower-taxed jurisdictions outside the U.S., (3)
non-U.S. tax benefits of $8 million associated with restructuring costs and asset impairments, and (4) discrete tax benefits of $9 million relating primarily to tax
rate changes, impacts from ongoing tax audits with respect to open tax years, and other property sales gains/losses.

For the nine months ended September 30, 2007, the Company recorded a benefit of $64 million on a pre-tax loss of $356 million, representing an effective rate of
18.0%. The difference between the effective tax rate and the U.S. statutory rate of 35.0% is primarily attributable to: (1) losses generated in certain jurisdictions
outside the U.S., which were not benefited, (2) the mix of earnings from operations in certain lower-taxed jurisdictions outside the U.S., (3) non-U.S. tax benefits
of $42 million associated with restructuring costs and asset impairments, (4) a net benefit of $75 million associated with adjustments related to uncertain tax
positions, and (5) a tax provision of $13 million associated with the impact of foreign legislative tax rate changes.

For the nine months ended September 30, 2006, the Company recorded a provision of $99 million on a pre-tax loss of $685 million, representing an effective rate
of (14.5)%. The difference between the effective tax rate and the U.S. statutory rate of 35.0% is primarily attributable to: (1) losses generated within the U.S. and
in certain jurisdictions outside the U.S., which were not benefited and (2) the mix of earnings from operations in certain lower-taxed jurisdictions outside the
U.S., (3) non-U.S. tax benefits of $64 million associated with restructuring costs and asset impairments, and (4) discrete tax charges of $44 million relating
primarily to purchase accounting for the Creo and KPG acquisitions, tax rate changes, impacts from ongoing tax audits with respect to open tax years, and other
property sales gains/losses.

During the second quarter of 2007 the Company identified a deferred tax asset in a recently acquired non-U.S. subsidiary that was overstated at the date of
acquisition. Therefore, the Company recorded an increase in the value of goodwill of $24 million in the second quarter of 2007 to appropriately reflect the proper
goodwill balance. The Company also recorded a valuation allowance of $20 million, which should have been recorded in 2006, in order to properly reflect the
value of the net deferred tax asset. This amount is included in the $64 million benefit for the nine months ended September 30, 2007. The Company has
determined that this correction is not material to the three- or nine-month periods ended September 30, 2007 or to any prior period financial statement amounts.
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The Company adopted FASB Interpretation No. 48, "Accounting for Uncertainty in Income Taxes" (FIN 48) in the first quarter of 2007. As a result of the
implementation of FIN 48, there was no cumulative effect adjustment for unrecognized tax benefits, which would have been accounted for as an adjustment to the
January 1, 2007 balance of retained earnings. The Company had a liability for income taxes associated with uncertain tax benefits, including interest and
penalties, of $301 million, $324 million and $323 million as of September 30, 2007, June 30, 2007 and March 31, 2007, respectively. For the third quarter of
2007, the decline in the liability for income taxes associated with uncertain tax benefits of $23 million relates to a $20 million decrease as the result of the closure
of a foreign jurisdiction audit for tax years 1999 through 2001, and a net decrease of $3 million related to various worldwide tax positions, including interest and
payments.

If the unrecognized tax benefits were recognized, they would favorably affect the effective income tax rate for the remainder of 2007 or in any future periods.
Consistent with the provisions of FIN 48, the Company has classified certain income tax liabilities as current or non-current based on management’s estimate of
when these liabilities will be settled and has reclassified these items in the Consolidated Statement of Financial Position as of December 31, 2006 to conform to
the current period presentation. These non-current income tax liabilities are recorded in Other long-term liabilities in the Consolidated Statement of Financial
Position.

It is reasonably possible that the liability associated with our unrecognized tax benefits will increase or decrease within the next twelve months. These changes
may be the result of ongoing audits or the expiration of statutes of limitations. At this time, an estimate of the range of the reasonably possible outcomes cannot
be made.



The Company files numerous consolidated and separate income tax returns in the U.S. federal jurisdiction and in many state and foreign jurisdictions. The
Company has substantially concluded all U.S. federal income tax matters for years through 2000. The Company’s U.S. tax matters for the years 2001 through
2006 remain subject to examination by the Internal Revenue Service. Substantially all material state, local, and foreign income tax matters have been concluded
for years through 1998. The Company’s tax matters for the years 1999 through 2006 remain subject to examination by the respective state, local, and foreign tax
jurisdiction authorities.

As previously reported, on October 3, 2006, the Company filed a claim for a federal tax refund related to a 1994 loss recognized on the sale of a subsidiary’s
stock that was disallowed at that time under Internal Revenue Service regulations. Since that time, the IRS has issued new regulations that serve as the basis for
this refund claim. At September 30, 2007, the Company anticipates that this claim will be brought to the Joint Committee of Taxation for review during the fourth
quarter of 2007. Based on information available at this time, and in accordance with FIN 48, the Company has not recorded a tax benefit due to the uncertainty of
the resolution and the amount associated with the claim.

The Company’s policy regarding interest and/or penalties related to income tax matters is to recognize such items as a component of income tax expense. As of
the adoption of FIN 48, the Company had $58 million accrued for income tax-related interest and penalties.

NOTE 7: COMMITMENTS AND CONTINGENCIES
Environmental

At September 30, 2007, the Company’s undiscounted accrued liabilities for environmental remediation costs amounted to $140 million and are reported in other
long-term liabilities in the accompanying Consolidated Statement of Financial Position. Included in this amount are the items described below.

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. The Company is currently in the process of completing, and in many cases has completed, RCRA Facility Investigations (RFI), Corrective
Measures Studies (CMS) and Corrective Measures Implementation (CMI) for areas at the site. At September 30, 2007, estimated future investigation and
remediation costs of $64 million are accrued for this site, the majority of which relates to long-term operation, maintenance of remediation systems and
monitoring costs.

PAGE 13
The Company has accrued for obligations relating to other operating sites with estimated future investigation, remediation and monitoring costs of $19 million.

The Company has obligations relating to plant closures and former operations. The Company has accrued for obligations with estimated future investigation,
remediation and monitoring costs of $37 million at sites of former operations.

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. The Company has accrued for obligations with estimated future remediation costs of $20 million for these sites.

Cash expenditures for the aforementioned investigation, remediation and monitoring activities are expected to be incurred over the next twenty-eight 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 investigations, 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 $1 million over the next year. These expenditures are incurred as part of plant operations and,
therefore, are not included in the environmental accrual at September 30, 2007.

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 nine 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 two 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.

Uncertainties associated with environmental remediation contingencies are pervasive and often result in wide ranges of outc