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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

X Annual report pursuant to Section 13 or 15(djhaf Securities Exchange Act of 1934
For the year ended December 31, 2003 or

Transition report pursuant to Section 13 or 15fdhe
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 @rart

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) dfie Act:

Name o f each exchange
Title of each class on wh ich registered
Common Stock, $2.50 par value New Yo rk Stock Exchange

Securities registered pursuant to Section 12(g) ¢ifie Act: None

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months, and (2)de@s subject to such filing requirements for thst{®0 days. Yes X No

Indicate by check mark if disclosure of delinquiélers pursuant to

Item 405 of Regulation S-K is not contained heraimj will not be contained, to the best of regigtsaknowledge, in definitive proxy or
information statements incorporated by referendeart 111 of this Form 10-K or any amendment tasthbrm 10-K. X

Indicate by check mark whether the registrant is@gelerated filer (as defined in Rule 12b-2 ofAlee
Yes X No



1 CONTINUED

The aggregate market value of the voting stock hgldon-affiliates of the registrant, computed bference to the closing price as of the last
business day of the registrant's most recently éstegh second fiscal quarter, June 30, 2003, waajpately $7.8 billion. The registrant t
no non-voting common stock.

The number of shares outstanding of the registranthmon stock as of March 5, 2004 was 286,61 1shades of common stock.
DOCUMENTS INCORPORATED BY REFERENCE
PART Il OF FORM 10-K
The following information was incorporated by refiece from the 2004 Annual Meeting and Proxy Stateme
Item 10 - DIRECTORS AND EXECUTIVE OFFICERS OF THE R EGISTRANT
ltem 11 - EXECUTIVE COMPENSATION
Item 12 - SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Item 14 - PRINCIPAL AUDITOR FEES AND SERVICES



PART |
ITEM 1. BUSINESS

Kodak is the leader in helping people take, shaiiat and view images for information and for etdérment. The Company is a major
participant in infoimaging, a $385 billion indusitgmposed of devices (digital cameras and flat-pdisplays), infrastructure (online
networks and delivery systems for images) and sesv& media (software, film and paper) enablinggbeto access, analyze and print
images.

As of and for the year ended December 31, 2003Ctmpany reported financial information for threpartable segments (Photography,
Health Imaging and Commercial Imaging) and All Qthdéowever, in August of 2003, the Company annodrtbe realignment of its
operations to accelerate growth in the commercidl@nsumer digital imaging markets. In connectidth the realignment, the Company's
new reporting structure will be implemented beggnin the first quarter of 2004 as outlined below:

Digital and Film Imaging Systems Segment: The Rigind Film Imaging Systems segment comprisesdime products and services as the
current Photography segment without change. Thjmeat provides consumers, professionals and ciregregthers with digital and
traditional products and services.

Health Imaging Segment: There were no changestbl#dalth Imaging segment. This segment suppliek¢h#hcare industry with traditior
and digital image capture and output products andices.

Commercial Imaging Segment: Subsequent to thegreaknt, the Commercial Imaging segment is composddcument imaging products
and services, commercial and government systenthipt® and services, and optics. Prior to the realgnt, optics was included in All Oth
Beginning in the first quarter of 2004, this segingifl exclude the results of Remote Sensing Systamd Research Systems, Inc., which
were part of the commercial and government sysfmoducts and services, as a result of the saleesktbusinesses to ITT Industries, Inc.
that was announced in February 2004. This segnifsrsamage capture, output and storage produassarvices to businesses and
government.

Commercial Printing Segment: As of January 1, 2884 Commercial Printing segment is composed oCith@pany's equity investments in
NexPress Solutions LLC (Kodak's 50/50 joint ventwith Heidelberger Druckmaschinen AG (Heidelbea)yl Kodak Polychrome Graphi
(Kodak's 50/50 joint venture with Sun Chemical)d éime graphics and widéarmat inkjet businesses. All of the above wemarnferly includec
in the Commercial Imaging segment prior to theigeamhent. This segment will also include the resaftScitex Digital Printing, which was
acquired in January 2004 and has since been renidodak Versamark, and the results of HeidelbergtBiid L C and Heidelberg's 50%
share of NexPress Solutions LLC upon the closinipisfacquisition, which is expected to occur iny\2®04. This segment offers alemanc
color printing and networking publishing systems.



All Other: All Other is composed of Kodak's displaiyd components business for organic light emittiiogle (OLED) displays, sensors and
other small, miscellaneous businesses. These lzssin®ffer state-of- the-art OLED displays andogpecialty materials, and deliver
imaging sensors to original equipment manufactu@eMs).

To further its growth, Kodak recently announcecea istrategy that will be implemented over the ribsge years to complete its transition as
the leader of the traditional photographic industra leadership position in emerging digital inmggmarkets. There are four key elements of
the strategy:

- Disciplined management of traditional imagingibesses to maximize cash generation over an exdgmetéod of time

- Accelerated growth in the Company's existing fatict of digital imaging products and services

- Tightly focused and highly disciplined acquisitistrategy to accelerate entry into existing andaly related business opportunities
- New, longer-term organic growth opportunitiesaieas such as electronic displays and inkjet

By the end of 2006, Kodak expects to have achievedlanced digital and traditional imaging prodwctd services portfolio.

As previously mentioned, the realignment and the reporting structure are effective for the firstagter of 2004. Accordingly, the following
business discussion is based on the three repedagments and All Other as they were structured asd for the year ended December 31,
2003. Kodak's sales, earnings and identifiabletassereportable segment for these three reportdgenents and All Other for the past three
years are shown in Note 23, "Segment Informati

PHOTOGRAPHY SEGMENT

Sales from continuing operations of the Photograggigment for 2003, 2002 and 2001 were (in millidd&p32, $9,002, and $9,403,
respectively.



This segment includes digital and traditional prddor consumers, professional photographerstaméntertainment industry. This segment
combines digital and traditional photography andtpgraphic services in all its forms, including samer, advanced amateur, professional
and motion picture. Kodak manufactures and marfidets (consumer, professional and motion pictupdotographic papers, processing
services, photofinishing equipment, photographienaitals, and cameras (including one-time-use,ttoadil and digital). Kodak has also
developed products that bridge traditional silvalide and digital products. Products and servioekide kiosks, printer docks, consumer
digital services and inkjet media. Other digitipatioptions have been created to stimulate morergistin the use and printing of these
images, adding to the consumption of film and papkese products serve amateur photographers,lbasygofessional, motion picture and
television customers. In addition, Ofoto, Inc. haselerated Kodak's growth in the online photogyapharket and helped to drive more rapid
adoption of digital and online services. Ofoto ddfdigital processing of digital images and tramwtitl film, top- quality prints, private online
image storage, sharing, editing and creative td@sjes, cards, photo calendars and other merckandi

Digital product offerings are substituting for soofehe traditional film and output products atyiag rates. For example, the workflow
improvements offered by digital are having reldivaore significant effects in the professional keds, while digital is having little impact
in the entertainment markets. The future impadigital substitution on these film markets is diffit to predict due to a number of factors,
including the pace of digital technology adoptitre underlying economic strength or weakness iromaprld markets, household film and
media usage following a digital camera purchase,the timing of digital infrastructure installatioAdditionally, digital substitution is
happening at varying rates depending on geogrdptryexample, the pace of digital substitution i@ tonsumer film market is more rapid in
Japan, followed by the U.S. and Western Europe2B64, the Company estimates that consumer filrastrgl volumes will decline in the
U.S. by 10% to 12% and worldwide by 7% to 9% priityadue to digital substitution.

In June 2003, the Company completed its acquisafofpplied Science Fiction's proprietary rapidrfiprocessing technology and other
assets. Applied Science Fiction's proprietary rdipid processing technology has been combined Watak's world-class expertise in kiosks
to provide photo processing and printing in mindtes film or digital inputs.

In October 2003, the Company completed its acqoisitf Laser-Pacific Media Corporation, a leadinglliivood-based post-production
company. It provides a full spectrum of post-prddrcservices for television, home video and mofi@tures, including film processing and
transfer, editing, mastering, digital preview, @D compression and authoring services.



Marketing and Competition: The key elements of@wenpany's strategy with respect to the digital taaditional products and services in t
segment include growth in digital capture, expamgibonline services and mobile imaging, leaderghiprofessional lab solutions, leaders
in distributed output at retail and in the home] artelligent management of the traditional filmdgmaper products and services.

Traditional products and services for the consuanersold direct to retailers and through distribsitbhroughout the world. Price competition
continues to exist in all marketplaces. To mitigie impacts of price competition, the Companytheen successful in continuing to move
consumers up to higher value films and one-timeeaseeras. To be more cost competitive with itsiti@uhl product offerings, the Company
is continuing to move manufacturing operationsotedr cost markets. As previously outlined, digigedduct offerings are substituting for
some of the traditional film and output productsimarily in the U.S., Japan and Western Europe, l@sge number of consumers actively use
digital cameras. While this substitution to date had an impact primarily on the Company's film pager sales, and processing services in
the U.S., Japan and Western Europe, the Compdrtegy is to offset this by providing its own daiproducts, digitization services and
output services. Despite the digital substitutioait is occurring in the Japan, U.S. and Westerofigimarkets, the Company continues to
realize the potential for significant growth in th&le of sensitized products outside the U.S.jquéarly in emerging markets including Rus
India and China, where the Company has expandeautimder of outlets for Kodak products. To furthecelerate the market for photogray

in China, the Company entered into an agreemeht@litna Lucky Film Corporation in 2003 to work téiger in this regard. The final
cooperative agreement became effective on Febaar2004, when the Chinese government approved iKodaquisition of 20% of Lucky
Film Co. Ltd. The Company also has photofinishialgdratories in many parts of the world and suppilestographic papers and chemicals to
other entities that provide photofinishing servicBise Company's primary laboratories provide coremsrithe opportunity to receive film
images in traditional formats or digital form, eitithrough Kodak Picture CD or the Company's retaline partners.



The Company's strategies in its consumer digitalriass are to drive image output and sharing ifoaths and make digital easier to use.
Consumer digital products, including digital cansgself-contained printer docks that print picturesn digital cameras without the need for
a personal computer, and inkjet media, are sokttio retailers or distributors. Products are alsilable to customers through the Internet
via online digital services like Ofoto. Productelias the Company's EasyShare digital camera sysitbnthe camera docks are intended to
simplify digital imaging for consumers and therebgrease the popularity for sharing and printingjtdi photo files. The Company faces
competition from other electronics manufacturerthia market, particularly on price and technolagjmdvances. Rapid price declines shortly
after product introduction in this environment acenmon, as producers are continually introducing medels with enhanced capabilities,
such as improved resolution and/or optical systédfisto, the Company's online printing businesstioores to demonstrate strong growth
has begun the establishment of a customer basdeicted overseas markets in 2003. Late in 2003Ztmepany announced Kodak Mobile
Service, which allows consumers with image- enabietiile phones to store, share and print their asag

Traditional and digital professional products aadvies are sold direct to professional photogrepphad laboratories, or through dealers
throughout the world. Although the Company contgteeprovide better performing and innovative tiadial films and papers, the focus has
shifted towards new products, systems and solufmnissed on improving the digital workflow for pesfsional photographers and
laboratories. These solutions range from digitatee devices (digital cameras and scanners) degignimprove the image acquisition or
digitalization process, software products desigimeghhance and simplify the digital workflow, outgievices (thermal printers and digital
silver halide writers) designed to produce highliggiamages, and media (thermal and silver halioigimized for digital workflows.

Throughout the world, almost all entertainment imggroducts are sold direct to studios, laboragrindependent filmmakers, or produc
companies. Quality and availability are importatdtbrs for these products, which are sold in aepcizmpetitive environment. As the
entertainment industry adopts digital formats, @lmpany anticipates that it will face new compesitincluding some of its current
customers and other electronics manufacturers.

Kodak's advertising programs actively promote #gnsent's products and services in its various nisrked its principal trademarks, trade
dress and corporate symbol are widely used andynémed. Kodak is frequently noted by trade andress publications as one of the most
recognized and respected brands in the world.



HEALTH IMAGING SEGMENT

Sales from continuing operations of the Health Imgagegment for 2003, 2002 and 2001 were (in nmi#)db2,431, $2,274, and $2,262,
respectively.

Products and services of the Health Imaging segeattle healthcare customers (e.g., hospitals,imgagnters, etc.) to capture, process,
integrate, archive and display images and inforomaith a variety of forms. These products and sesvfarovide intelligent decision support
through the entire patient pathway from researdtetection to diagnosis to treatment. The Healthdimg segment also provides products
and services that help customers improve workfloa productivity in their facilities, which in tudmelps them enhance the quality and
productivity of healthcare delivery.

Products of the Health Imaging segment includeticathl analog medical films, chemicals, and preoeg equipment. Kodak's history in
traditional analog imaging has made it a leadé¢himarea and has served as the foundation fadibgiits important digital imaging business.
The segment provides digital medical imaging aridrmation products, systems and solutions, whiehkayy components of future sales and
earnings growth. These include digital print filneser imagers, computed and digital radiograplsyesys, and healthcare information
systems (HCIS). The Health Imaging segment sehegéneral radiology market and specialty healttkats, including dental,
mammography and oncology. The segment also prowadscular imaging for the biotechnology researckat.

In October 2003, the Company completed the acquisitf all of the outstanding shares of Practicek¥pinc., a leading provider of dental
practice management software. In the purchase, IKalda acquired PracticeWorks' subsidiary, TrophdiBlogie, S.A., a leading provider
dental digital radiographic imaging systems in dfrance. This acquisition will enable Kodak teofts customers a full spectrum of dental
imaging products and services from traditional fibrdigital radiography and photography and is eigeto move Health Imaging into the
leading position in the dental practice manageraadtdental radiographic markets.

In November 2003, the Company completed the adensdf Algotec Systems, Ltd., a leading developleadvanced picture-archiving-and-
communications systems (PACS), which is part of 5@ a move that improves Kodak's competitive fimsin the growing market for
PACS, which enable radiology departments worldviadigitally manage and store medical images afainimation.



Marketing and Competition: In the U.S., Canada lastih America, health imaging consumables and apatpiipment are sold through
distributors. A significant portion of digital equment and solutions is sold direct to end userth thie balance sold through distributors and
OEMs. In the U.S., individual hospitals or groupsiospitals represented by, as buying agents, gooughasing organizations (GPOSs),
account for a significant portion of consumabled analog and digital equipment sales industry-wide Health Imaging segment has
secured long-term contracts with virtually all thajor GPOs and, thus, has positioned itself wedirsgj competitors. In Europe, consumables
and analog equipment are sold through distribiansvalue added service providers (VASPSs) as \gdllii@ct to end users. Hospitals in
Europe, which are a mix of private and governmentled types, employ a highly regimented tenderge®@n acquiring medical imaging
products. In addition to creating a competitivecioiy environment, this process can result in aydefaip to 6 to 18 months between the time
the tender is delivered to the hospital and the tihe hospital makes a decision on the vendor.tuadilly, the government-funded hospitals'
budgets tend to be limited and restricted. Govemim@&mbursement policies often drive the use ofipaar types of equipment and influet
the transition from analog to digital imaging. Tegmlicies vary widely among European countrieAdia and Japan, sales of all products
split between distributors and end users. In Eurdg@& and Japan, consumables and analog equi@arenften sold as part of a
media/equipment bundle. Digital equipment and sarhstare sold direct to end-users and through OlENfsese three geographic areas.

Worldwide, the medical imaging market is crowdedthvd range of aggressive competitors. To compegesagively, Kodak's Health Imaging
segment has developed a full portfolio of valuetiaggbroducts and services. Some competitors offgtadl solutions similar to those of
Kodak, and other competitors offer similar analomsons or a mix of analog and digital. Health bpveg has a wide range of solutions from
analog to digital as well as solutions combininghb@nalog and digital technologies. Moreover, tagnsent's portfolio is expanding into new
areas, including information technology, thus emgpthe segment to offer solutions that combine ige@dmages and information, such as
patient reports, into one unified package for maldicactitioners. Kodak will continue to innovateg@ucts and services to meet the changing
needs and preferences of the marketplace.

COMMERCIAL IMAGING SEGMENT

Sales from continuing operations of the Commeidailging segment for 2003, 2002 and 2001 were (Ihoms) $1,559, $1,456, and $1,454,
respectively.



As of and for the year ended December 31, 2003Ctmmercial Imaging segment encompassed Kodaké&rtsg in imaging solutions,
providing image capture, analysis, printing anchatiog. Markets for the segment include commerpiaiting and industrial, banking and
insurance applications. Products include high-splégithl printing equipment, wide-format inkjet ptérs, inks, media and services, high-
speed production document scanners, micrographighgeals, and aerial, industrial, graphic and wgcaphic films. The Company also
provides maintenance and professional servicekddak and other manufacturers' products, as wedragiding imaging services to
customers. In addition, this segment includes the@any's equity interests in Kodak Polychrome GiaphLC (KPG) and NexPress
Solutions LLC (NexPress), which both serve comnaqmiinting customers. The Company's equity inititeme or loss of these interests is
reflected in other charges, net.

KPG is an unconsolidated joint venture between katad Sun Chemical Corporation in which Kodak oari)% interest. This joint ventt
is responsible for the photographic plate businessyell as for marketing Kodak graphic arts fiprpofing materials and equipment.

NexPress is an unconsolidated joint venture betwemslak and Heidelberger Druckmaschinen AG (Heidgjpa which Kodak owns a 50
interest that was formed for the purpose of devatppnd marketing new digital color printing sobuts.

As previously mentioned, in connection with theibass realignment that was announced in Augus0082the results for the Company's
commercial printing products, graphics productkjehproducts, and the Company's interests in KR&NexPress will be reflected in the
Commercial Printing reportable segment beginnintp@first quarter of 2004.

In January 2004, Kodak acquired Scitex Digital #mig, now Kodak Versamark. This entity is a whalkyned subsidiary of Kodak focused
the transaction printing industry. Kodak Versamarivides a full set of high-speed, variable-datgetnprinters, inks, service and other
consumables.

In February 2004, the Company announced its iritesell to ITT Industries, Inc. its RSS operatiowkjch were not core to Kodak's strategy.
The Company's RSS operation had sales in 2003psbzrimately $425 million.

Additionally, in March 2004, the Company announteat it had agreed with Heidelberger Druckmaschién(Heidelberg) to purchase
Heidelberg's 50 percent interest in NexPress, wimniakes high-end, on- demand digital color prinsggtems, and the equity of Heidelberg
Digital LLC, a leading maker of digital black-andite variable-data printing systems. Kodak alsd aghuire NexPress GmbH, a German
subsidiary of Heidelberg that provides engineednd development support, and certain inventornyetasand employees of Heidelberg's
regional operations or market centers. This actisadvances the Company's strategy of divergifyiism business portfolio, and accelerates
its participation in the digital commercial pringitndustry.



Marketing and Competition: Throughout the worldcdment imaging products are sold primarily throdgtributors and value added
resellers. The end users of these products indudimesses in the banking and insurance sectoriée WWbre is price competition, the
Company has been able to maintain price by addiong rattractive features to its products throughnetogical advances. The Company has
developed a wide range of digital products to nieetneeds of customers who are interested in cbngdrom traditional analog technology
to new enterprise digital workflow solutions. Mantance and professional services for Kodak and atheufacturer's products are sold
either through the product distribution channedlioectly to the end users of equipment. The Compganyides imaging services in Asia
which are sold directly to its customers and inelbdth commercial and government customers.

Graphic products, primarily consisting of graphimé and chemistry, are sold directly by the ComypanKPG. The growth in digital printir
workflows has negatively affected the sale of giajilms. The Company has announced its intenttortsecome more active in digital
printing products and services to participate is growth segment. The recently announced acquisdf Scitex Digital Printing, now Kodak
Versamark, was an important step in this direction.

Similar to document imaging products, inkjet praguare sold primarily through a two-tiered disttibn channel. The Company remains
competitive by focusing on developing new ink anedia formulations, new printer technologies, nevivaare and training enhancements.

ALL OTHER
Sales from continuing operations comprising All &tfor 2003, 2002 and 2001 were (in millions) $9803, and $110, respectively.

All Other consists primarily of the Kodak comporgegtoup, which represents an effort by Kodak tediify into high-growth product areas
that are consistent with the Company's historitrehgiths in imaging science. As of and for the ymated December 31, 2003, the Kodak
components group was comprised of the Kodak didplesyness, the imaging sensor solutions businesamoptics business. Products of
group include OLED displays, imaging sensor sohgjand optics and optical systems. As previousgtioned, in connection with the
realignment that was announced in August of 20@8results for optics and optical systems will &tected in the Commercial Imaging
reportable segment beginning in the first quarf&t094.



OLED technology, pioneered by Kodak, enables falbr, full-motion flatpanel displays with a level of brightness and shesp not possib
with other technologies. Kodak has a leading iatllal property position in this field. Unlike titidnal liquid-crystal displays (LCDs),
OLEDs are self-luminous and do not require backiigh This eliminates the need for bulky and envin@ntally undesirable mercury lamps
and yields a thinner, more compact display. Unéilteer flat panel displays, OLEDs have a wide viegpamgle (up to 160 degrees), even in
bright light. Their lower power consumption makkerh especially well suited for portable and mobéeices. As a result of this combinat
of features, OLED displays communicate informaiioa more engaging way while adding less weighttakihg up less space.

In 2001, the Company and SANYO Electric Co., Listablished a global business venture, the SK Dysptarporation, to manufacture
OLED displays for consumer devices such as camBia4s, and portable entertainment machines. Kodédsha 34% ownership interest ¢
SANYO holds a 66% interest in the business venture.

FINANCIAL INFORMATION BY GEOGRAPHIC AREA

Financial information by geographic area for thetgiaree years is shown in Note 23, "Segment Inftion."

RAW MATERIALS

The raw materials used by the Company are manyared, and are generally available. Silver is ohthe essential materials used in the
manufacture of films and papers. The Company psehailver from numerous suppliers under annuaesgents or on a spot basis. Pulp is
an essential material in the manufacture of phetolgic papers. The Company has contracts to acpuipsfrom several vendors during the
next one to two years. Electronic components ageglent in the Company's equipment offerings. Thm@any has entered into contracts
with numerous vendors to supply these componerdgstbe next one to two years.

SEASONALITY OF BUSINESS

Sales and earnings of the Photography segmenin&esllto the timing of vacations, holidays and ofleésure activities. They are normally
lowest in the first quarter due to the absenceotitihys and fewer people taking vacations durirgg ttme. In addition, the demand for
photofinishing services is the lowest during thetfquarter. Sales and earnings of this segmentareally strongest in the second and third
quarter as demand for the products of this segmdmngih due to heavy vacation activity, and evenish as weddings and graduations. Du
the latter part of the third quarter, demand fer phoducts is high as dealers prepare for the &pkgasons. Demand for photofinishing
services is also high during this heavy vacatiatope



With respect to the Health Imaging and Commercia@ding segments, the sales of consumable produigish generate the major portion of
the earnings of these segments, tend to occurramifdhroughout the year. Sales of the lower maggjnipment products in these segments
tend to be highest in the fourth quarter as puehfay commercial and healthcare customers aredittkéheir year-end capital budget
management process.

RESEARCH AND DEVELOPMENT
Through the years, Kodak has engaged in extensd@mductive efforts in research and development.

Research and development expenditures for the Qoytgpthree reportable segments and All Other f@32@002 and 2001 were as follows:

(in millions) 2003 2002 2001
Photography $481 $513 $542
Health Imaging 178 152 152
Commercial Imaging 51 63 58
All Other 71 34 27
Total $781 $762 $779

The downward trend in research and developmentrehjuees in the Photography and Commercial Imagegments and upward trend in
Health Imaging segment and All Other reflects thié & strategic focus from traditional producssich as color negative film and paper and
color reversal films, to digital product areas,Isas display technology including OLED, digital read imaging, software, and digital
printing.

Research and development is headquartered in Rechdsw York. Other U.S. groups are located intBosMassachusetts; Dallas, Texas;
Oakdale, Minnesota; Allendale, New Jersey; New Ha@onnecticut; and Fremont, California. Outside thS., groups are located in
Australia, England, France, Japan, China and Carfddse groups work in close cooperation with mactufring units and marketing
organizations to develop new products and apptinatto serve both existing and new markets.

It has been Kodak's general practice to proteéhwsstment in research and development and islénm to use its inventions by obtaining
patents. The ownership of these patents contriiat&sdak’s ability to provide leadership produansl to generate revenue from licensing.
The Company holds portfolios of patents in sevarahas important to its business, including colaatige films, processing and papers;
digital cameras; network photo fulfillment; and anic light-emitting diodes. Each of these areasortant to existing and emerging
business opportunities that bear directly on thm@any's overall business performance.



The Company's major products are not dependent opeisingle, material patent. Rather, the techniedopat underlie the Company's
products are supported by an aggregation of patevisg various remaining lives and expiration daléhere are no individual patents or
group of patents the expiration of which is expdd¢tehave a material impact on the Company's resifilbperations.

ENVIRONMENTAL PROTECTION

Kodak is subject to various laws and governmemgililations concerning environmental matters. Ti& €&deral environmental legislation
having an impact on Kodak includes the Toxic Sulsta Control Act, the Resource Conservation andWwayg Act (RCRA), the Clean Air
Act, and the Comprehensive Environmental Respdbsmpensation and Liability Act of 1980, as amen(led Superfund Law).

It is the Company's policy to carry out its busmastivities in a manner consistent with soundtheahfety and environmental management
practices, and to comply with applicable healtlietyaand environmental laws and regulations. Kodahtinues to engage in a program for
environmental protection and control.

Environmental protection is further discussed m Management Discussion and Analysis of Finanataldtion and Results of Operations,
and Notes to Financial Statements.

EMPLOYMENT

At the end of 2003, the Company employed approaiyd@3,900 full time equivalent people, of whom epgmately 35,400 full time
equivalents were employed in the U.S. The actuallbrar of employees may be greater because somédudis work part time.

The current employment amounts are expected tangesignificantly over the next few years as a ltesiithe headcount reductions yet to be
made under the Company's Third Quarter, 2003 Retating Program and under the new cost reductiogram to be executed throughout
the 2004 to 2006 timeframe.

AVAILABLE INFORMATION

The Company files many reports with the Securiied Exchange Commission (SEC), including annuantepn Form 10-K, quarterly
reports on Form 10-Q, and current reports on Foif Bhese and all amendments to such are madeablairee of charge as soon as
reasonably practicable after such material is maatally filed with or furnished to the Commissiorhey are available through the
Company's website at www.Kodak.com. To reach th€ 8liags, follow the links to Corporate, and thiwestor Center. The Company also
makes available free of charge through its webattejvw.Kodak.com/go/arp, its annual report to shatders and proxy statement.



The public may also read and copy any materialCirapany files with the SEC at the SEC's PubliceRefce Room at 450 Fifth Street,
N.W., Washington, D.C. The public may obtain infation on the operation of the Public Reference Rbgmalling the SEC at-800-SEC-
0330. The SEC also maintains an Internet site avweac.gov, that contains reports, proxy and infaionestatements, and other information
regarding issuers that file electronically with BEC.

ITEM 2. PROPERTIES

The Photography segment of Kodak's business ibttited States is centered in Rochester, New YoHere/ photographic goods are
manufactured. Another manufacturing facility in \Wsor, Colorado, also produces sensitized photogragods. Photography segment
products are also produced in Lenexa, Kansas. Ofoperations are located in Emeryville, California

Photography segment manufacturing facilities ottt United States are located in Australia, Br&anada, China, England, France, In
Indonesia, Mexico and Russia. Kodak maintains margend distribution facilities in many parts bttworld. There are also several
photofinishing laboratories located across the éthBtates and certain countries in Europe. Produthte Health Imaging segment are
manufactured in the United States, primarily in Rester, New York; Windsor, Colorado; Oakdale, Mwta; and White City, Oregon.
Manufacturing facilities outside the United States located in Brazil, China, France, Germany,dradid Mexico.

Products in the Commercial Imaging segment are faatured in the United States, primarily in RockesNew York. Manufacturing
facilities outside the United States are locateBriazil, Canada, China, England, Japan and Mexico.

Properties within a country are generally sharedlbgegments operating within that country.

Regional distribution centers are located in vagiplaces within and outside of the United Statb® Company owns or leases administra
manufacturing, marketing and processing facilitregarious parts of the world. The leases are &ous periods and are generally renew;

The Company anticipates that its property portfalith be reduced significantly over the next fewayg as a result of the new cost reduction
program that will be executed throughout the 2@02106 timeframe. Under this new program, the Comigdans to reduce its worldwide
facility square footage by approximately etiérd.




ITEM 3. LEGAL PROCEEDINGS

In 2001, the Company discovered, and advised thve Xk State Department of Environmental Conseora{DEC) of, errors
underestimating the air permitting information pded to the DEC regarding the roaster at the Corylpaodak Park manufacturing facilit
silver-flow operations. The Company developed antmeted a test plan and submitted a report, whicitluded that at the time of
construction of the roaster in 1982, Kodak triggettee Prevention of Significant Deterioration Pargrunder the Clean Air Act, requiring the
installation of Best Available Control TechnolodyXCT) for five contaminants. In October 2003, then@pany and the DEC successfully
negotiated a Consent Order, under which the paatiesed that BACT is in place for three contamisarbwever, the Company agreed to
either

(1) shut down the roaster or (2) install a sindbgge caustic scrubber with a mist eliminator totadremissions of sulfur dioxide and sulfuric
acid mist. The Company is currently evaluating ¢hiego alternatives. Additionally, the Company iquiged to implement a supplemental
environmental benefit project to reduce sulfur diexemissions from a boiler at Kodak Park, and @agnalty of $200,000 ($100,000 in
2003, $100,000 in 2004).

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.



EXECUTIVE OFFICERS OF THE REGISTRANT

Pursuant to General Instructions G(3) of FormKl@he following list is included as an unnumbeitean in Part | of this report in lieu of bei
included in the Proxy Statement for the Annual Megbdf Shareholders.

(as of December 31, 2003)
Date First Elected

an to
Executive Present
Name Age Positions Held Officer Office

Michael P. Benard 56 Vice President 1994 1994
Robert L. Berman 46 Vice President 2002 2002
Charles S. Brown, Jr. 53 Senior Vice President 2000 2000
Richard G. Brown, Jr. 55 Controller 2003 2003
Robert H. Brust 60 Chief Financial Office r

and Executive Vice

President 2000 2000
Daniel A. Carp 55 Chairman of the Board,

Chief Executive Office r 1995 2000
Matthias Freund 55 Vice President 2003 1995
Carl E. Gustin, Jr. 52 Senior Vice President 1995 1995
Daniel I. Kerpelman 45 Senior Vice President 2002 2002
James T. Langley 53 Senior Vice President 2003 2003
Carl A. Marchetto 48 Senior Vice President 2001 2001
Bernard Masson 56 Senior Vice President 2002 2002
Michael P. Morley 60 Executive Vice Preside nt 1994 2000
Antonio M. Perez 57 President and Chief

Operating Officer 2003 2003
Henri D. Petit 55 Senior Vice President 2003 2000
Eric G. Rodli 47 Senior Vice President 2001 2001
Willy C. Shih 52 Senior Vice President 1997 2000
Karen A. Smith-
Pilkington 45 Senior Vice President 2002 2002
James C. Stoffel 57 Senior Vice President 2000 2000

Gary P. Van Graafeiland 57 General Counsel andog&fice President 1992 1992



Executive officers are elected annually in February

All of the executive officers have been employedoglak in various executive and managerial positifmn more than five years, except Mr.
Brust, who joined the Company on January 3, 2000;Radli, who joined the Company on January 24 200r. Kerpelman, who joined the
Company on June 1, 2002; Mr. Masson, who joinedXmpany on December 12, 2002; Mr. Perez, who ¢bihe Company on April 2,
2003; Mr. Langley, who joined the Company on AugL&t2003; and Mr. Richard Brown, Jr., who joined Company on December 17,
2003. Prior to joining Kodak in 2000, Mr. Brust wisecutive Vice President and Chief Financial Qffizvith Unisys Corporation since 19
Prior to joining that company, Mr. Brust held aiety of management positions with General Eleciimce 1965. Prior to joining Kodak in
2000, Mr. Rodli served as President of Bexel. Piagoining that company, Mr. Rodli held a broadga of senior management positions in
the Boston Consulting Group, Iwerks Entertainmant] the PricewaterhouseCoopers Management Corgs@tioup. Prior to joining Kodak
in 2002, Mr. Kerpelman held a variety of managenparsitions with General Electric since 1988. Ptmjoining Kodak in 2002, Mr. Masson
held a variety of management positions at Lexmarkes1995. Prior to joining Kodak in 2003, Mr. Peezrved as an independent consultant
for large investment firms, providing counsel oa #ffect of technology shifts on financial markétsor to that, he was President and Chief
Executive Officer of Gemplus International. Priorthat, he held a variety of management positioriréesvlett-Packard Company both in
Europe and the United States. Prior to joining Koithe2003, Mr. Langley held a variety of managenausditions at Hewlett-Packard
Company. Prior to joining Kodak in 2003, Mr. Ricdd@rown, Jr. was a partner at Ernst & Young LLP.

There have been no events under any bankruptcp@ctiminal proceedings, and no judgments or iciioms material to the evaluation of
ability and integrity of any executive officer dog the past five years.

PART Il
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY A ND RELATED STOCKHOLDER MATTERS

Eastman Kodak Company common stock is principadiged on the New York Stock Exchange. There arél2shareholders of record of
common stock as of December 31, 2003. See Liquédlity Capital Resources, and Market Price Data indgament's Discussion and
Analysis of Financial Condition and Results of Cgiems.

ITEM 6. SELECTED FINANCIAL DATA

Refer to Summary of Operating Data on page 178.



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The accompanying consolidated financial statemamtisnotes to consolidated financial statementsagoittformation that is pertinent to
management's discussion and analysis of the fiaeoendition and results of operations. The prejamaf financial statements in conform
with accounting principles generally accepted i thmited States of America requires managementienastimates and assumptions that
affect the reported amounts of assets, liabilitiegenue and expenses, and the related discloboomtingent assets and liabilities.

The Company believes that the critical accountiolicies and estimates discussed below involve eidit management judgment due to the
sensitivity of the methods and assumptions necgasatetermining the related asset, liability, newre and expense amounts.

REVENUE RECOGNITION

Kodak recognizes revenue when it is realized dizasle and earned. For the sale of multiple-elenagrangements whereby equipment is
combined with services, including maintenance aahing, and other elements, including software pralucts, the Company allocates to,
and recognizes revenue from, the various elemexsisdoon verifiable objective evidence of fair valifisoftware is not included or is
incidental to the transaction) or Kodak-specifigaative evidence of fair value if software is ingd and is other than incidental to the sales
transaction as a whole. For full service solutisakes, which consist of the sale of equipment affiskare which may or may not require
significant production, modification or customizatj there are two acceptable methods of accouniergentage of completion accounting
and completed contract accounting. For certaim@f@ompany's full service solutions, the completaatract method of accounting is being
followed by the Company. This is due to insuffidibirstorical experience resulting in the inabilityprovide reasonably dependable estimates
of the revenues and costs applicable to the vastages of such contracts as would be necessagy thwlpercentage of completion
methodology. When the Company does have suffi¢iestorical experience and the ability to providasenably dependable estimates of the
revenues and the costs applicable to the variagestof these contracts, the Company will accanthese full service solutions under the
percentage of completion methodology.



At the time revenue is recognized, the Company i@sords reductions to revenue for customer ingergrograms in accordance with the
provisions of Emerging Issues Task Force (EITRydsNo. 01-09, "Accounting for Consideration Giveonfi a Vendor to a Customer
(Including a Reseller of the Vendor's Productsptlsincentive programs include cash and volumeodists, price protection, promotional,
cooperative and other advertising allowances, aghans. For those incentives that require the esiim of sales volumes or redemption
rates, such as for volume rebates or coupons, ¢thgp@ny uses historical experience and internakastbmer data to estimate the sales
incentive at the time revenue is recognized. Inethent that the actual results of these itemsdiften the estimates, adjustments to the sales
incentive accruals would be recorded.

ALLOWANCE FOR DOUBTFUL ACCOUNTS

Kodak regularly analyzes its customer accounts when it becomes aware of a specific customertsilinato meet its financial obligations
to the Company, such as in the case of bankruptegd or deterioration in the customer's overalbhcial condition, records a specific
provision for uncollectible accounts to reducerdlated receivable to the amount that is estimtatdub collectible. The Company also recc
and maintains a provision for doubtful accountsdiastomers based on a variety of factors incluttiegCompany's historical experience, the
length of time the receivable has been outstandimtthe financial condition of the customer. Itamstances related to specific customers
were to change, the Company's estimates with respéae collectibility of the related receivablasuld be further adjusted. However, losses
in the aggregate have not exceeded managemengstatipns.



INVENTORIES

Kodak reduces the carrying value of its inventaagdd on estimates of what is excess, slow-movidghsolete, as well as inventory whose
carrying value is in excess of net realizable valleese write-downs are based on current assessitentit future demands, market
conditions and related management initiativesnithe future, the Company determined that mar&atlitions and actual demands are less
favorable than those projected and, therefore nitorg was overvalued, the Company would be requioddrther reduce the carrying value
the inventory and record a charge to earningseatitiie such determination was made. If, in therkjtthe Company determined that
inventory write-downs were overstated and, thesfmventory was undervalued, the Company wouldgeize the increase to earnings
through higher gross profit at the time the relatadervalued inventory was sold. However, actusiilte have not differed materially from
management's estimates.

VALUATION OF LONG-LIVED ASSETS, INCLUDING GOODWILL AND PURCHASED INTANGIBLE ASSETS

The Company reviews the carrying value of its Idimge assets, including goodwill and purchasedngiiale assets, for impairment whenever
events or changes in circumstances indicate tleatdtrying value may not be recoverable. The Companesses the recoverability of the
carrying value of long-lived assets, other thandyeith and purchased intangible assets with indédiniseful lives, by first grouping its long-
lived assets with other assets and liabilitiehatlibwest level for which identifiable cash flowe dargely independent of the cash flows of
other assets and liabilities (the asset group) sechndly, estimating the undiscounted future ¢lasts that are directly associated with and
expected to arise from the use of and eventuabdispn of such asset group. The Company estintateandiscounted cash flows over the
remaining useful life of the primary asset withire tasset group. If the carrying value of the agsmip exceeds the estimated undiscounted
cash flows, the Company records an impairment ehrghe extent the carrying value of the longdiesset exceeds its fair value. The
Company determines fair value through quoted mapskiees in active markets or, if quoted market gsiare unavailable, through the
performance of internal analyses of discounted fasis or external appraisals. The undiscounteddiscbunted cash flow analyses are
based on a number of estimates and assumptiohgliimg the expected period over which the asséthgilutilized, projected future operating
results of the asset group, discount rate and teng-growth rate.



To assess goodwill for impairment, the Companyqgrers an assessment of the carrying value of itsrtieyg units on an annual basis or w
events and changes in circumstances occur thatiwoaie likely than not reduce the fair value of @@mpany's reporting units below their
carrying value. If the carrying value of a repogtimnit exceeds its fair value, the Company woutsbré an impairment charge to earnings to
the extent the carrying amount of the reporting goodwill exceeds its implied fair value. The Canp estimates the fair value of its
reporting units through internal analyses and estevaluations, which utilize income and marketuation approaches through the applice

of capitalized earnings, discounted cash flow aadket comparable methods. These valuation techsigteebased on a number of estimates
and assumptions, including the projected futureatpey results of the reporting unit, discount rédag-term growth rate and appropriate
market comparables.

The Company's assessments of impairment of loregtlassets, including goodwill and purchased intdegissets, and its periodic review of
the remaining useful lives of its long-lived assats an integral part of the Company's ongoindesgia review of the business and operations,
and are also performed in conjunction with the Camys periodic restructuring actions. Therefor&jrelichanges in the Company's strategy,
the ongoing digital substitution, the continuingftstiom overnight photofinishing to onsite procegsand other changes in the operations of
the Company could impact the projected future dpegaesults that are inherent in the Companyisnases of fair value, resulting in
impairments in the future. Additionally, other clgas in the estimates and assumptions, includingifo®unt rate and expected long-term
growth rate, which drive the valuation techniquegpyed to estimate the fair value of long-livedets and goodwill could change and,
therefore, impact the assessments of impairmethigifiuture.

In performing the annual assessment of goodwillrfgrairment, the Company determined that no mdtessorting units' carrying values
were close to exceeding their respective fair val&ee "Goodwill" under Note 1, "Significant Accding Policies."

INVESTMENTS IN EQUITY SECURITIES

Kodak holds minority interests in certain publittgded and privately held companies having opearatar technology within its strategic
areas of focus. The Company's policy is to recardrgpairment charge on these investments whendkpgrience declines in value that are
considered to be other-than-temporary. Poor opeyaésults of the investees or adverse changesiiketnconditions in the future may cause
losses or an inability of the Company to recovercérrying value in these underlying investmenkse fiemaining carrying value of the
Company's investments in these equity securiti@%smillion at December 31, 2003.



INCOME TAXES

The Company records a valuation allowance to redaceet deferred tax assets to the amount thabi® likely than not to be realized. At
December 31, 2003, the Company has deferred tetsdss its net operating loss and foreign tax itrearyforwards of $258 million and
$137 million, respectively, relating to which ther@pany has a valuation allowance of $45 million 66 million, respectively. The
Company has considered future market growth, fetedaearnings, future taxable income, the mix afiegs in the jurisdictions in which tl
Company operates, and prudent and feasible taxiplgustrategies in determining the need for thedeation allowances. If Kodak were to
determine that it would not be able to realize dipo of its net deferred tax asset in the futumevfhich there is currently no valuation
allowance, an adjustment to the net deferred tagtasvould be charged to earnings in the period datermination was made. Conversely, if
the Company were to make a determination thatritase likely than not that the deferred tax as&mtsvhich there is currently a valuation
allowance would be realized, the related valuagitmwance would be reduced and a benefit to easnivauld be recorded.

The Company's effective tax rate considers the anpfundistributed earnings of subsidiary compamietside of the U.S. Deferred taxes
have not been provided for the potential remittasfcguch undistributed earnings, as it is the Camgjsapolicy to permanently reinvest its
retained earnings. However, from time to time anthe extent that the Company can repatriate oaersarnings on a tax-free basis, the
Company's foreign subsidiaries will pay dividendshe U.S. Material changes in the Company's wgrkapital and long-term investment
requirements could impact the decisions made byagement with respect to the level and source aféutemittances and, as a result, the
Company's effective tax rate. See Note 15, "IncOanmes."

The Company operates within multiple taxing jurisins and is subject to audit in these jurisditsiorhese audits can involve complex
issues, which may require an extended period o fin resolution. Although management believes dlgigquate provision has been made for
such issues, there is the possibility that thenaite resolution of such issues could have an aglwdfsct on the earnings of the Company.
Conversely, if these issues are resolved favorahtiye future, the related provisions would be =y thus having a positive impact on
earnings.

WARRANTY OBLIGATIONS

Management estimates expected product failure, nataterial usage and service costs in the developaiféts warranty obligations. In the
event that the actual results of these items diften the estimates, an adjustment to the warrabligation would be recorded.



PENSION AND POSTRETIREMENT BENEFITS

Kodak's defined benefit pension and other postnetimt benefit costs and obligations are dependeassumptions used by actuaries in
calculating such amounts. These assumptions, vareheviewed annually by the Company, include ibeadint rate, longerm expected ra
of return on plan assets, salary growth, healthcasétrend rate and other economic and demogrépticrs. The Company bases the
discount rate assumption for its significant planghe estimated rate at which annuity contractédcbe purchased to discharge the pension
benefit obligation. In estimating that rate, then@pany looks to the AA-rated corporate long-termdpwgield rate in the respective country as
of the last day of the year in the Company's répgiperiod as a guide. The long-term expectedafiteturn on plan assets is based on a
combination of formal asset and liability studibeistorical results of the portfolio, and managertse@tpectation as to future returns that are
expected to be realized over the estimated renwlifanof the plan liabilities that will be fundesith the plan assets. The salary growth
assumptions are determined based on the Companygdédrm actual experience and future and near-¢erthook. The healthcare cost trend
rate assumptions are based on historical cost aymignt data, the near-term outlook, and an assessithe likely long-term trends.

The Company evaluates its expected long-term fatetarn on plan asset (EROA) assumption annualytffe Kodak Retirement Income
Plan (KRIP). To facilitate this evaluation, evewpotto three years, or when market conditions changterially, the Company undertakes a
new asset and liability study to reaffirm the catrasset allocation and the related EROA assumptifishire Associates, a consulting firm,
completed a study (the Study) in September 200&;wlad to several asset allocation shifts andaedese in the EROA from 9.5% for the
year ended December 31, 2002 to 9.0% for the yededDecember 31, 2003. The EROA for 2004 will renaé 9.0%. Given the decrease
the discount rate of 50 basis points from 6.5%2fa03 to 6.0% for 2004 and increased recognitiommé&cognized losses in accordance with
Statement of Financial Accounting Standards (SHA&)87, "Employers' Accounting for Pensions," tqtahsion income for the major
funded and unfunded defined benefit plans in tH&. . expected to decrease from $47 million in 2@08ension income in the range of $15
million to $25 million in 2004. This decrease irtéme will be partially offset by an expected deseei pension expense in the Company's
non-U.S. plans in the range of $5 million to $10liom in 2004. Additionally, due in part to the dease in the discount rate from 6.5% for
2003 to 6.0% for 2004 and increased amortizatigreage relating to the unrecognized actuarial thesCompany expects the cost of its n
significant postretirement benefit plan, the U.Bnpto be in a range of $220 million to $265 moifliin 2004, as compared with $229 million
in 2003. These estimates have been incorporatedhiatCompany's earnings outlook for 2004.



Actual results that differ from our assumptions r@eorded as unrecognized gains and losses aradremgized to earnings over the estimated
future service period of the plan participantsh® éxtent such total net recognized gains anddassgeed 10% of the greater of the plan's
projected benefit obligation or the market-relatatlie of assets. Significant differences in actglerience or significant changes in future
assumptions would affect the Company's pensiorpasttetirement benefit costs and obligations.

In accordance with the guidance under SFAS Not&/Company is required to record an additionalimim pension liability in its
Consolidated Statement of Financial Position thaitileast equal to the unfunded accumulated besi@igation of its defined benefit pension
plans. In the fourth quarter of 2003, due to thpriomed performance in the global equity marketstiglly offset by decreasing discount rates
in 2003, the Company decreased its net additiofr@hmm pension liability by $167 million and recedl a corresponding credit to
accumulated other comprehensive income (a comparfeshiareholders’ equity) of $122 million, net akes of $45 million. If the global
equity markets' performance continues to improwkdiscount rates stabilize or improve in futureipds, the Company may be in a position
to further reduce its additional minimum pensiabliity and reverse the corresponding chargesdoe$iolders' equity. Conversely, if the
global equity markets' performance and discoumsratere to decline in future periods, the Compaay bre required to increase its additic
minimum pension liability and record additional oies to shareholders' equity. To mitigate the iaedn its additional minimum pension
liability and additional charges to shareholdegglity, the Company may elect to fund a particulanpr plans on a case-by-case basis.

ENVIRONMENTAL COMMITMENTS

Environmental liabilities are accrued based ometies of known environmental remediation exposurks.liabilities include accruals for
sites owned by Kodak, sites formerly owned by Kqdald other third party sites where Kodak was degid as a potentially responsible
party (PRP). The amounts accrued for such sitebased on these estimates, which are determined tie# ASTM Standard E 2137- 01,
"Standard Guide for Estimating Monetary Costs aiatilities for Environmental Matters." The overalethod includes the use of a
probabilistic model that forecasts a range of esfimates for the remediation required at individiias. The Company's estimate includes
equipment and operating costs for remediation and-term monitoring of the sites. Such estimateg beaffected by changing
determinations of what constitutes an environmdiahllity or an acceptable level of remediatiorodék's estimate of its environmental
liabilities may also change if the proposals tautatpry agencies for desired methods and outcorhesiediation are viewed as not
acceptable, or additional exposures are identifib&. Company has an ongoing monitoring and ideatifbn process to assess how activities,
with respect to the known exposures, are progrgsgjainst the accrued cost estimates, as well idsmtify other potential remediation sites
that are presently unknown.



STOCK-BASED COMPENSATION

The Company accounts for its employee stock ingemlans under Accounting Principles Board (APB)r@m No. 25, "Accounting for
Stock Issued to Employees" and the related inteapoas under Financial Accounting Standards B@BASB) Interpretation No. 44,
"Accounting for Certain Transactions Involving Std@ompensation.” Accordingly, no stock-based emgdoyompensation cost is reflected
in net earnings for the years ended December 313,2D02 and 2001, as all options granted had arcise price equal to the market valu
the underlying common stock on the date of grantFébruary 18, 2004, the Company announced thall ibegin expensing stock options
starting January 1, 2005 using the fair value raitamn provisions of SFAS No. 123, "Accounting 8tockBased Compensation." The FA

is expected to issue an exposure draft during 28l@ding to a new accounting standard that wilbiegjthe expensing of stock options. This
new accounting standard may become effective omalgri, 2005, in which case the Company will follthe stock option expensing rules of
the new standard.

NEW KODAK OPERATING MODEL AND CHANGE IN REPORTING S TRUCTURE

As of and for the year ended December 31, 2003Ctmpany reported financial information for threpartable segments (Photography,
Health Imaging and Commercial Imaging) and All Qthlidowever, in August of 2003, the Company annodribe realignment of its
operations to accelerate growth in the commercidl@nsumer digital imaging markets. In connectidth the realignment, the Company's
new reporting structure will be implemented begignin the first quarter of 2004 as outlined below:

Digital and Film Imaging Systems Segment: The Rigind Film Imaging Systems segment comprisesaime products and services as the
current Photography segment without change.

Health Imaging Segment: There were no changestbl#alth Imaging segment.

Commercial Imaging Segment: Subsequent to thegreakent, the Commercial Imaging segment is composddcument imaging products
and services, commercial and government systenttipr® and services, and optics. Prior to the realgnt, optics was included in All Oth
Beginning in the first quarter of 2004, this segimeiti exclude the results of Remote Sensing Systamd Research Systems, Inc., which

were part of the commercial and government sysfmoducts and services, as a result of the saleesktbusinesses to ITT Industries, Inc.
that was announced in February 2004.



Commercial Printing Segment: As of January 1, 2884 Commercial Printing Segment is composed oibepany's equity investments in
NexPress Solutions LLC (Kodak's 50/50 joint ventwith Heidelberger Druckmaschinen AG (Heidelbea)il Kodak Polychrome Graphi
(Kodak's 50/50 joint venture with Sun Chemical)d éime graphics and widéermat inkjet businesses. All of the above wenmarferly includec
in the Commercial Imaging segment prior to theigemhent. This segment will also include the resaftScitex Digital Printing, which was
acquired in January 2004 and has since been renidodak Versamark, and the results of HeidelbergtBiid L C and Heidelberg's 50%
share of NexPress Solutions LLC upon the closintisfacquisition, which is expected to occur inyM28904.

All Other: All Other is composed of Kodak's displaiyd components business for OLED displays, sersut®ther small, miscellaneous
businesses.



DETAILED RESULTS OF OPERATIONS

Net Sales from Continuing Operations by Reportablésegment and All Other

(in millions) 2003 Change 20 02 Change 2001
Photography

Inside the U.S. $3812 -6% $4,0 34 -10% $4,482

Outside the U.S. 5420 +9 49 68 +1 4,921
Total Photography 9,232 +3 9,0 02 -4 9,403
Health Imaging

Inside the U.S. 1,061 -2 1,0 88 0 1,089

Outside the U.S. 1,370 +16 11 86 +1 1,173
Total Health Imaging 2431 +7 22 74 +1 2,262
Commercial Imaging

Inside the U.S. 912 +11 8 18 0 820

Outside the U.S. 647 +1 6 38 +1 634
Total Commercial Imaging 1,559 +7 14 56 0 1,454
All Other

Inside the U.S. 44 -17 53 -22 68

Outside the U.S. 51 +2 50 +19 42
Total All Other 95 -8 1 03 -6 110
Total Net Sales $13,317 +4% $12,8 35 -3% $13,229

Earnings (Loss) from Continuing Operations Befareiest, Other Charges, Net, and Income Taxes ppidble Segment and All Other

(in millions)
Photography $ 418 -46% $ 771 - 2% $ 787
Health Imaging 481 +12 431 +33 323
Commercial Imaging 166 -14 192 +12 172
All Other (78) -179 (28 ) +53 (60)
Total of segments 987 -28 1,366 +12 1,222
Strategic asset impairments  (3) (32 ) (12)

Impairment of Burrell

Companies' net assets held

for sale 9) - -
Restructuring costs

and other (557) (1124 ) (720)
Donation to technology

enterprise (8) - -
GE settlement (12) - -
Patent infringement

claim settlement (14) - -
Prior year acquisition

settlement (14) - -
Legal settlements (8) - -
Environmental reserve

reversal 9 - -
Wolf charge - - (77)
Environmental reserve - - (41)
Kmart charge - - (20)

Consolidated total $ 371 - 70% $ 1,220 +247% $ 352



Net Earnings (Loss) From Continuing Operations kepdéttable Segmel

and All Other
(in millions) 2003 Change 20 02 Change 2001
Photography $347 -37% $5 50 + 3% $535
Health Imaging 382 +22 3 13 +42 221
Commercial Imaging 99 +19 83 -1 84
All Other (73) -217 ( 23) +39 (38)
Total of segments 755 -18 9 23 +15 802

Strategic asset and venture

investment impairments () ( 50) (15)
Impairment of Burrell

Companies' net assets held

for sale 9) - -
Restructuring costs

and other (557) (1 14) (720)
Donation to technology

enterprise (8) - -
GE settlement (12) - -
Patent infringement

claim settlement (14) - -
Prior year acquisition

settlement (14) - -
Legal settlements (8) - -
Environmental reserve

reversal 9 - -
Wolf charge - - (77)
Environmental reserve - - (42)
Kmart charge - -
Interest expense (148) 1 73) (219)
Other corporate items 11 14 8
Tax benefit - contribution

of patents 13 - -
Tax benefit - PictureVision

subsidiary closure - 45 -
Tax benefit - Kodak Imagex

Japan - 46 -
Income tax effects on

above items and taxes

not allocated to segments 227 1 02 363

Consolidated total $238 -70% $7 93 +879% $ 81



2003 COMPARED WITH 2002

RESULTS OF OPERATIONS - CONTINUING OPERATIONS

CONSOLIDATED

Net worldwide sales were $13,317 million for 20@3campared with $12,835 million for 2002, represgnan increase of $482 million,

4% as reported, or a decrease of 1% excludingathardible impact from exchange. The increase isales was primarily due to increased
volumes and favorable exchange, which increases $at 2003 by 2.4 and 5.3 percentage points, otisply. The increase in volumes was
primarily driven by consumer digital cameras, RairiDock products, inkjet media and entertainmeimt fitms in the Photography segment,
digital products in the Health Imaging segment, amaging services and document scanners in the Gooiah Imaging segment, partially
offset by decreased volumes for traditional conguitre products. Favorable exchange resulted franinareased level of sales in non- U.S.
countries as the U.S. dollar weakened througho@8 20 relation to most foreign currencies, partielyl the Euro. In addition, the acquisition
of PracticeWorks, Inc. (PracticeWorks) in the fouguarter of 2003 accounted for an additional @#t@ntage points of the increase in net
sales. These increases were partially offset byedses attributable to price/mix, which reducedssédr 2003 by approximately 4.2
percentage points. These decreases were driveandsiray price/mix declines in traditional produ@sd services, and consumer digital
cameras in the Photography segment, film and lassying systems in the Health Imaging segment,graghic arts products in the
Commercial Imaging segment.

Net sales in the U.S. were $5,829 million for therent year as compared with $5,993 million for pher year, representing a decreas
$164 million, or 3%. Net sales outside the U.S.en&¥,488 million for the current year as comparét %6,842 million for the prior year,
representing an increase of $646 million, or 9%ep®rted, or no change excluding the favorable oshphexchange.

The Company's operations outside the U.S. are tegbor three regions: (1) the Europe, Africa andidfié East region (EAMER), (2) the A
Pacific region, and (3) the Canada and Latin Anzerégion. Net sales in EAMER for 2003 were $3,88lian as compared with $3,484
million for 2002, representing an increase of 1194eported, or a decrease of 2% excluding the &blerimpact of exchange. Net sales in the
Asia Pacific region for 2003 were $2,368 milliomgoared with $2,240 million for 2002, representimgrecrease of 6% as reported, or a
decrease of 1% excluding the favorable impact oharge. Net sales in the Canada and Latin Ameeigiam for 2003 were $1,240 million
compared with $1,118 million for 2002, representmgincrease of 11% as reported, or an increaSeoc#xcluding the favorable impact of
exchange.



The Company's major emerging markets include Cldrazil, Mexico, India, Russia, Korea, Hong Konglaraiwan. Net sales in emerging
markets were $2,591 million for 2003 as compareti %2,425 million for 2002, representing an inceeaf$166 million, or 7% as reported,
or an increase of 4% excluding the favorable impéeixchange. The emerging market portfolio accedifior approximately 19% and 35%
the Company's worldwide and non-U.S. sales, resadygtin 2003.

Sales growth in Russia, India and China of 26%, &% 12%, respectively, were the primary driverthefincrease in emerging market
sales, partially offset by decreased sales in Taiwing Kong and Brazil of 19%, 10% and 7%, respelt The increase in sales in Russ|

a result of continued growth in the number of Koftadpress stores, which represent independently dywheto specialty retail outlets, and
the Company's efforts to expand the distributioanctels for Kodak products and services. Salesasesein India were driven by the
continued success from the Company's efforts tease the level of camera ownership and from théroeed success of independently
owned Photoshop retail stores. Sales growth in&tésulted from strong business performance fdf@dlak's operations in that region in the
first, third and fourth quarters of 2003; howewbis growth was partially offset by the impact bétSevere Acute Respiratory Syndrome
(SARS) situation, particularly for consumer andfpssional products and services, which negativalyaicted sales in China during the
second quarter. The sales declines experiencednig Kong and Taiwan during 2003 are also a regulieoimpact of SARS. The sales
decline in Brazil is reflective of the continuecbeomic weakness experienced there.

Gross profit was $4,284 million for 2003 as complaséth $4,610 million for 2002, representing a e of $326 million, or 7%. The gross
profit margin was 32.2% in the current year as carag with 35.9% in the prior year. The decreasg dpercentage points was attributabl
declines in price/mix, which reduced gross proférgins by approximately 5.0 percentage points. @higease was driven primarily by
price/mix declines in traditional consumer film guwts, photofinishing, consumer digital cameras, emertainment print films in the
Photography segment, analog medical film and digapture equipment in the Health Imaging segmeamd, graphic arts products in the
Commercial Imaging segment. The decline in price/vas partially offset by favorable exchange, whietreased gross margins by
approximately 0.8 percentage points, and decreaseanufacturing cost, which favorably impactedsgrprofit margins by approximately |
percentage points year-over-year due to reducext Btpense, favorable materials pricing and impdqueduct yields. The acquisition of
PracticeWorks in the fourth quarter of 2003 did Imate a significant impact on the gross profit nrarg



Selling, general and administrative expenses (SG&&e $2,648 million for 2003 as compared with $B,Hillion for 2002, representing an
increase of $118 million, or 5%. SG&A increasedlslly as a percentage of sales from 19.7% for the pear to 19.9% for the current year.
The net increase in SG&A is primarily attributabdean increase in the benefit rate and the occoerefithe following one- time charges:
intellectual property settlement of $12 million;tgat infringement claim of $14 million; settlemeftoutstanding issues relating to a prior
year acquisition of $14 million; wri-down of the Burrell Companies' net assets heldébe of $9 million; donation to a technology entisg
for research purposes amounting to $8 million; leg#tlement of $8 million; strategic asset impants of $3 million; and unfavorable
exchange of $118 million due to an increased le&G&A costs incurred in non-U.S. countries as nfioeign currencies strengthened
against the U.S. dollar in 2003. These items waréglly offset by a reversal of environmental mgs of $9 million and cost savings reali:
from position eliminations associated with ongofogused cost reduction programs.

Research and development (R&D) costs were $78lomilbr 2003 as compared with $762 million for 208&presenting an increase of $19
million, or 2%. The increase in R&D is primarily etio $31 million of write-offs for purchased in-pess R&D associated with two
acquisitions made in 2003. These charges wereappniffset by cost savings realized from positeiminations associated with ongoing
focused cost reduction programs. As a percentagale$, R&D costs remained flat at 5.9% for bothdtrrent and prior years.

Earnings from continuing operations before interefter charges, net, and income taxes for 2008 $@71 million as compared with $1,220
million for 2002, representing a decrease of $84fiam, or 70%. The decrease is primarily the résil(1) the decline in gross profit margin
and an increase in SG&A, and (2) net focused @zhiation charges of $484 million incurred durin@2@&s compared with $98 million for
2002, an increase of $386 million which was prityadie to the costs incurred under the Third Qua@03 Restructuring Program.

Interest expense for 2003 was $148 million as coegpeith $173 million for 2002, representing a aé&se of $25 million, or 14%. The
decrease in interest expense is almost entireipati@ble to lower average interest rates in 2@d&tive to 2002, which was driven mainly by
the refinancing of the Company's $144 million 9.3R#tes due March 2003 and the $110 million 7.36%eNadue April 2003 with lower
interest rate medium term notes and lower avenstgedst rates on commercial paper during 2003.



The other charges, net component includes pringipalestment income, income and losses from ednitgstments, foreign exchange, and
gains and losses on the sales of assets and irer@stn®ther charges for the current year were aheage of $51 million as compared with a
net charge of $101 million for 2002. The decreasether charges is primarily attributable to ineezhincome from the Company's equity
investment in Kodak Polychrome Graphics, reducedds from the Company's NexPress joint ventureglthination of losses from the
Company's equity investment in the Phogenix joariture due to its dissolution in the second quaft@003, and lower nostrategic ventur
investment impairments.

The Company's effective tax benefit from continuapgerations was $66 million for the year ended Drduer 31, 2003, representing an
effective tax benefit rate from continuing operat®f 38%, despite the fact that the Company hadtipe earnings from continuing
operations before income taxes. The effective tmelit rate from continuing operations of 38% diférom the U.S. statutory tax rate of 3
primarily due to earnings from operations in cerfawer-taxed jurisdictions outside the U.S., cedplvith losses incurred in certain
jurisdictions that are benefited at a rate equalrtgreater than the U.S. federal income tax

The Company's effective tax rate from continuingragtions was 16% for the year ended December 2. 2Zhe effective tax rate from
continuing operations of 16% is less than the St&utory rate of 35% primarily due to the charfpeshe focused cost reductions and asset
impairments being deducted in jurisdictions thateha higher tax rate than the U.S. federal incaaredte, and also due to discrete period tax
benefits of $45 million in connection with the alws of the Company's PictureVision subsidiary a#@ sillion relating to the consolidation

of the Company's photofinishing operations in Jagahthe loss realized from the liquidation of bsidiary as part of that consolidation.
These benefits were partially offset by the impHatecording a valuation allowance to provide fertain tax benefits that the Company
would be required to forgo in order to fully realithe benefits of its foreign tax credit carryforda

Excluding the effect of discrete period items, dfiective tax rate from continuing operations wasb% and 27% in 2003 and 2002,
respectively. The decrease from 27% in 2002 to%9rb2003 is primarily due to increased earningsdriain lower-taxed jurisdictions
outside the U.S. relative to total consolidatedegys.

Net earnings from continuing operations for 2003er&238 million, or $.83 per basic and diluted shas compared with net earnings fr
continuing operations for 2002 of $793 million,%%.72 per basic and diluted share, representiregeedse of $555 million, or 70%. The
decrease in net earnings from continuing operai®psimarily attributable to the reasons outlirsdmbve.



PHOTOGRAPHY

Net worldwide sales for the Photography segmenewg8r232 million for 2003 as compared with $9,00%on for 2002, representing ¢
increase of $230 million, or 3% as reported, oeerdase of 3% excluding the favorable impact oharge. Approximately 1.9 percentage
points of the increase in net sales was attribatabincreases related to volume, driven primdnyconsumer digital cameras, Printer Dock
products, inkjet media and entertainment print $ilypartially offset by volume declines for traditad consumer film products, and
approximately 5.9 percentage points of the increeseattributable to favorable exchange. Theseasms were partially offset by price/mix
declines, primarily driven by consumer digital caaseand traditional products and services, whidliced net sales by approximately 5.0
percentage points.

Photography segment net sales in the U.S. werd $3rllion for the current year as compared with084 million for the prior year,
representing a decrease of $222 million, or 6%té&draphy segment net sales outside the U.S. wed2@5nillion for the current year as
compared with $4,968 million for the prior yeampresenting an increase of $452 million, or 9% asmed, or a decrease of 1% excluding
favorable impact of exchange.

Net worldwide sales of consumer film products, uidihg 35mm film, Advantix film and or-time-use cameras, decreased 9% in 2003 as
compared with 2002, reflecting declines due to lowdumes of 12% and price/mix declines of 3%, ipdlyt offset by favorable exchange of
6%. Sales of the Company's consumer film produdtimthe U.S. decreased 18% in the current yeaoagpared with the prior year,
reflecting declines due to lower volumes of 17% pride/mix declines of 1%. Sales of the Compangitssamer film products outside the
U.S. decreased 2% in 2003 compared with 2002 atéflg declines in volume of 9% and price/mix deetirof 2%, partially offset by
favorable exchange of 9%. The lower film produd¢sare attributable to a declining industry demdnden primarily by the impact of
digital substitution and retailer inventory redocis.

The U.S. film industry sellhrough volumes decreased approximately 8% in 2808mpared with 2002 primarily due to the impdidtigital
substitution. The Company's current estimate ofdvade consumer film industry volumes for 2003 idexrease of approximately 8%. The
Company maintained approximately flat year-overry@anded U.S. consumer film share as it has donth& past several consecutive years.

Net worldwide sales for photofinishing servicesgleding equipment), including Qualex in the U.Sd&@onsumer Imaging Services (C
outside the U.S., decreased 15% in 2003 as compatie@002, reflecting lower volumes and declinepiice/mix, partially offset by
favorable exchange. In the U.S., Qualex's salepHotofinishing services decreased 19% in 2003 ampared with 2002, and outside of the
U.S., CIS sales decreased 8%. These decreases thfleffects of a continued weak film industry.



Net sales from the Company's consumer digital petsdand services, which include picture maker ldérsledia and retail consumer digi
services revenue primarily from Picture CD and Retam, increased 6% in 2003 as compared with 28€2en primarily by an increase in
sales of kiosks and consumer digital services.

The Company's Ofoto business increased its saBsi®2003 as compared with 2002. Ofoto's salesesgmted less than 1% of the
Company's consolidated net worldwide sales for 2@d8to now has more than 11 million members anttinaes to be the market leader in
the online photo services space.

Net worldwide sales of consumer digital cameraseiased 79% in 2003 as compared with 2002, driveostl entirely by strong increases
volume, which were partially offset by declinegiice/mix. Sales continue to be driven by strongstoner acceptance of the EasyShare
digital camera system, as reflected in increasedt@hahare in a rapidly growing market.

Although some of Kodak's largest channels do nmdnteshare data, Kodak continues to hold one ofdpeJ.S. digital camera market share
positions in channels reporting share data, attgitiie number three share position for the fulrya#ier attaining the top spot for the fourth
guarter alone. Outside of the U.S., Kodak placeithéntop four market share positions in 6 out &9 markets in the fourth quarter, and in
the top four in 5 out of 9 key markets for the fgglar. Consumer digital cameras were profitabla éuly allocated basis for the second half
of 2003.

Kodak's new Printer Dock products, initially lauechin the spring of 2003, experienced strong sgiesth in the fourth quarter of 2003,
strengthening their number two share position @WhS. snapshot printer market and putting thertramk to be a $100 million business in
the first full year of sales.

Net worldwide sales of inkjet photo paper increa32® in 2003 as compared with 2002, primarily dubigher volumes. Kodak continuec
maintain its shared leader market share positigharJ.S. in 2003. The double-digit revenue groarld the maintenance of market share are
primarily attributable to strong underlying markgbwth and the continued growth and acceptancenefaline of small format inkjet papers.



Net worldwide sales of professional film captureducts, including color negative, color reversal anmmercial black and white film
decreased 13% in 2003 as compared with 2002, ptymeflecting declines in volume and negative pfiuix, partially offset by favorable
exchange. Sales declines of professional film gagtooducts resulted primarily from the ongoing @oipof digital substitution. Net
worldwide sales of professional sensitized outputiuding color negative paper and display matsyigicreased 2% in 2003 as compared
2002, primarily reflecting an increase relatedawedrable exchange, partially offset by declinesdaltume and negative price/mix. In addition,
net worldwide sales of professional digital camenad digital writers increased during 2003.

Net worldwide sales of origination and print filmthe entertainment industry increased 11% in 2608ompared with 2002, primar
reflecting higher print film volumes and favoralelechange, partially offset by negative price/mix.

Gross profit for the Photography segment was $28iflion for 2003 as compared with $3,219 millicor 2002, representing a decrease of
$358 million or 11%. The gross profit margin was(4 in the current year as compared with 35.8%énprior year. The 4.8 percentage
point decrease was primarily attributable to demeean price/mix that impacted gross profit mardipsapproximately 6.6 percentage points,
partially offset by an increase in manufacturingtdimprovements and favorable exchange, which ingplgross margins by approximately
0.7 and 1.1 percentage points, respectively. Thesdse in price/mix was primarily due to the impzfadigital substitution, resulting in a
decrease in sales of higher margin traditional pet&l the impact of which was only partially offegtincreased sales of lower margin digital
products.

SG&A expenses for the Photography segment wereé3In8llion for 2003 as compared with $1,935 millimn 2002, representing an
increase of $27 million or 1%. The net increas8®@&A spending is primarily attributable to unfavbla exchange of $96 million and an
increase in the benefit rate, partially offset logtcsavings realized from position eliminationsoasated with ongoing focused cost reduction
programs. As a percentage of sales, SG&A expermeaed slightly from 21.5% in the prior year to324 in the current year.

R&D costs for the Photography segment decreaseari@n or 6% from $513 million in 2002 to $481 itron in 2003. As a percentage of
sales, R&D costs decreased slightly from 5.7% énghor year to 5.2% in the current year. The desedn R&D is primarily due to cost
savings realized from position eliminations assedavith ongoing focused cost reduction progranhesE cost savings were partially offset
by $21 million of write-offs for purchased in-pr@=eR&D associated with an acquisition made in 2003.

Earnings from continuing operations before interetfter charges, net, and income taxes for theogheyphy segment decreased $353 mill
or 46%, from $771 million in 2002 to $418 million 2003, primarily as a result of the factors ddmatiabove.



HEALTH IMAGING

On October 7, 2003, the Company completed the sitiui of all of the outstanding shares of Pradtioeks, Inc., a leading provider of
dental practice management software and digitabgraphic imaging systems for approximately $478iomi in cash, inclusive of transactis
costs, and assumed net debt of approximately $R@miThis acquisition is expected to contribufgeoximately $200 million in sales to the
Health Imaging segment during the first full yearthe time of the acquisition, it was anticipatedt the transaction would be slightly
dilutive to earnings from the date of acquisitibnough the end of 2005 and accretive to earningediter. However, based on ongoing
success in the execution of the integration, dénscipated to become accretive to earnings sonaatimning 2005, ahead of the original
execution plan. This acquisition will enable Kodaloffer its customers a full spectrum of dentahgimg products and services from
traditional film to digital radiography and photaghy, and is expected to move Health Imaging inéde¢ading position in the dental practice
management and dental radiographic markets.

Net worldwide sales for the Health Imaging segnvegrte $2,431 million for 2003 as compared with $2,81llion for 2002, representing
increase of $157 million, or 7% as reported, oim@nease of 2% excluding the favorable impact ahexge. The increase in sales was
comprised of: (1) an increase from favorable exgeaof approximately 5.4 percentage points, (2)itguisition of PracticeWorks Inc. in
October 2003, which accounted for approximatelyg&ftentage points of the sales increase as itiboted $48 million to 2003 sales of
dental systems, and (3) an increase in volume mfoegmately 2.9 percentage points, driven primajyvolume increases in digital products.
These increases were partially offset by declingwice/mix of approximately 3.3 percentage poimtisich were related to both digital and
traditional products.

Net sales in the U.S. were $1,061 million for thierent year as compared with $1,088 for the prearyrepresenting a decrease of
million, or 2%. Net sales outside the U.S. were8%0,million for 2003 as compared with $1,186 miilifor 2002, representing an increase of
$184 million, or 16% as reported, or an increas@%fexcluding the favorable impact of exchange.

Net worldwide sales of digital products, which umé laser printers (DryView imagers and wet lasart@rs), digital media (DryView an

wet laser media), digital capture equipment (coraguidiography capture equipment and digital radiolgy equipment), services, dental
practice management software, and Healthcare Irddtom Systems (HCIS) including Picture Archivingdddommunications Systems
(PACS), increased 14% in 2003 as compared with 200 increase in digital product sales was prilpattributable to favorable exchange,
higher volumes of digital media, digital captureigment and services, and the PracticeWorks admuisService revenues increased due to
an increase in digital equipment service contrdating 2003 as compared with the prior year. Theseases were partially offset by
declines in price/mix for digital media and digitalpture equipment.



Net worldwide sales of traditional products, indhglanalog film, equipment, chemistry and servickesreased 1% in 2003 as compared
2002, reflecting declines in volume and negativieggmix almost entirely offset by favorable exchang

Gross profit for the Health Imaging segment wa$43 million for 2003 as compared with $930 millifan 2002, representing an increase of
$119 million, or 13%. The gross profit margin was2%6 in 2003 as compared with 40.9% in 2002. Thee@mse in the gross profit margin of
2.3 percentage points was primarily attributablg1p a decrease in manufacturing cost, which msee gross profit margins by
approximately 3.2 percentage points, primarily tuavorable media and equipment manufacturing leasby DryView digital media and
digital capture equipment, complemented by lowevise costs, (2) favorable exchange, which contatwapproximately 1.1 percentage
points to the gross profit margin, and (3) the aitjan of PracticeWorks in the fourth quarter @03, which increased gross profit margins
by approximately 0.4 percentage points for theantryear. These increases were partially offsatdnyeases attributable to price/mix, which
negatively impacted gross profit margins by 2.4patage points due to lower prices for digital raedigital capture equipment and analog
medical film.

SG&A expenses for the Health Imaging segment irse@&43 million, or 12%, from $347 million for 2062$390 million for 2003. As a
percentage of sales, SG&A expenses increased fsoB¥dfor 2002 to 16.0% for 2003. The increase ikB8@xpenses is primarily due to t
acquisition of PracticeWorks, which had $22 mill@hSG&A expenses in 2003, an increase in the liera¢€, and the unfavorable impact of
exchange which accounted for $16 million of theéase.

R&D costs for the Health Imaging segment incregg®million, or 17%, from $152 million in 2002 td$3 million in 2003. As a percenta
of sales, R&D costs increased from 6.7% in 2002.886 in 2003. The increase is primarily due to §filion of R&D costs associated with
the acquisition of PracticeWorks, $10 million of iafnwas a one-time write-off of purchased in-pracB&D. The remainder of the increase
is due to increased spending to drive growth iacted areas of the product portfolio.

Earnings from continuing operations before interetfter charges, net, and income taxes for thethl&ahging segment increased $50
million, or 12%, from $431 million for 2002 to $48&iillion for 2003 due primarily to the reasons désad above.



COMMERCIAL IMAGING

Net worldwide sales for the Commercial Imaging segtdor 2003 increased from $1,456 million for 2Q0621,559 million for 2003
representing an increase of $103 million, or 7%amincrease of 4% excluding the favorable impéeixahange. The increase in net sales
was primarily comprised of: (1) increases in volymvlich contributed approximately 4.8 percentagiefsdo 2003 sales, which was
primarily attributable to commercial and governmerdducts and services, imaging services and dogustanners, and (2) an increase of
approximately 3.2 percentage points due to faverakthange, which was partially offset by declides to price/mix of approximately 1.1
percentage points, primarily driven by graphicsdoiais.

Net sales in the U.S. were $912 million for 2002ampared with $818 million for 2002, representamgincrease of $94 million, or 11%. M
sales outside the U.S. were $647 million in theeniryear as compared with $638 million in the pyiear, representing an increase of $9
million, or 1%, or a decrease of 7% excluding theofable impact of exchange.

Net worldwide sales of the Company's commercialgmgernment products and services increased 32608 as compared with 2002. T
increase in sales was principally due to an ineéasevenues from government products and serviedsr its government contracts,
including the modification of a long-term contractthe fourth quarter of 2003.

Net worldwide sales of graphic arts products to &oBolychrome Graphics (KPG), an unconsolidateat pénture affiliate in which th
Company has a 50% ownership interest, decreasedri2003 as compared with 2002, reflecting declindsoth volume and price/mix in
graphic arts film. This reduction resulted largitym digital substitution and the effect of confiimy economic weakness in the commercial
printing market.

KPG's earnings performance continues to improwedrprimarily by its worldeading position in the growth segments of digitadofing ant
digital printing plates, coupled with favorable éagn exchange. KPG's operating profit has beertipedor 14 consecutive quarters and has
shown consistent improvement during that same gefibe Company's equity in the earnings of KPG riloutied positive results to other
charges, net during 2003.



Gross profit for the Commercial Imaging segmentX003 decreased $25 million, or 6%, from $449 wmillfor 2002 to $424 million for 200
The gross profit margin was 27.2% for 2003 as caagwith 30.8% for 2002. The decrease in the gposkt margin of 3.6 percentage
points was attributable to: (1) an increase in nfacturing cost, which negatively impacted grosdiproargins by approximately 2.1
percentage points, primarily as a result of mowagain manufacturing processes to new facilitiesng) 2003, (2) declines attributable to
price/mix, which reduced gross profit margins bpm@ximately 1.3 percentage points primarily duééealining contributions from traditional
graphic arts products for the reasons outlined aband (3) unfavorable exchange, which negativalyaicted gross profit margins by 0.2
percentage points.

SG&A expenses for the Commercial Imaging segmemreased $13 million, or 7%, from $194 million f@@ to $207 million for 2003. The
increase in SG&A expense was primarily due to thpact of unfavorable exchange, which accounte@¥amillion of the increase, and an
increase in the benefit rate. As a percentagele$ sSS8G&A expenses remained constant at 13.3%dfbr years.

R&D costs for the Commercial Imaging segment desgda&12 million, or 19%, from $63 million for 2062$51 million for 2003. As a
percentage of sales, R&D costs decreased from 302 to 3.3% in 2003. The decline was primariated to a decrease of
approximately $9 million in ENCAD Inc.'s R&D spemndiin 2003 as compared with 2002.

Earnings from continuing operations before interetiter charges, net, and income taxes for the Ganciad Imaging segment decreased $26
million, or 14%, from $192 million in 2002 to $1@6illion in 2003. The decrease in earnings from apens is primarily attributable to the
reasons outlined above.

NexPress, the unconsolidated joint venture betw@etak and Heidelberg in which the Company has a 6@f#tership interest, continues
increase unit placements of the NexPress 2100dbigibduction Color Press despite a weak printiagket, with good customer acceptance.

On February 9, 2004, the Company announced itstitdesell the assets and business of the Remot&ErgeSystems operation, including the
stock of Kodak's wholly owned subsidiary, Rese&@ghtems, Inc., collectively known as RSS, to ITdustries for $725 million in cash.
RSS, a leading provider of specialized imaging tsohs to the aerospace and defense communityyi®pthe Company's commercial &
government systems' operation within the Commetnialging segment and its customers include NASKeoU.S. government agencies,
and aerospace and defense companies. Kodak's R&S8iop had sales in 2003 of approximately $42%anil The sale of RSS is expected to
result in an after-tax gain of approximately $39%0ian. Taking into account both the after-tax gaim the sale and the loss of operational
results of RSS, the Company expects that the s#lpagitively impact earnings by approximately $1.per share in 2004. The after-tax gain
and expected impact to earnings per share for a8@result of the RSS sale excludes the potémigelcts from any settlement or curtailm
gains or losses that may be incurred in conneetitinthe Company's pension and postretirement litguiahs, as these amounts are not
currently determinable. The Company is currentlgleating whether the sale of RSS will be accoufdeés a discontinued operation
beginning in the first quarter of 2004 in accordaméth SFAS No. 144, "Accounting for the ImpairmentDisposal of Long-Lived Assets."



On March 8, 2004, the Company announced that itlgaeled with Heidelberger Druckmaschinen AG (Héidegd) to purchase Heidelberg's
50 percent interest in NexPress, a 50/50 jointwendf Kodak and Heidelberg that makes high-enddemand digital color printing systems,
and the equity of Heidelberg Digital LLC, a leadimgker of digital black-and-white variable-datanging systems. Kodak also will acquire
NexPress GmbH, a German subsidiary of Heidelbeagptovides engineering and development suppadtcartain inventory, assets, &
employees of Heidelberg's regional operations aketaenters. The Company will not pay any castiaging for the businesses being
acquired. Under the terms of the acquisition, Koda#t Heidelberg agreed to use a performance-basaebat formula whereby Kodak will
make periodic payments to Heidelberg over a twa-pesaiod, if certain sales goals are met. If aiésaoals are met during the next two
calendar years ending December 31, 2005, the Compidirpay a maximum of $150 million in cash. Addital payments may also be made
if certain sales goals are met during a five- ymaiod following the closing of the transaction.id hcquisition, which is expected to close in
May 2004, advances the Company's strategy of dfyerg its business portfolio, and acceleratepdsticipation in the digital commercial
printing industry. The Company expects this acgoisito incrementally increase revenue by approséige175 million over the remainder
of 2004. The impact of these acquisitions to 208dearnings can not be accurately estimated tnatiCtompany completes the acquisition.

OTHER

Net worldwide sales for All Other were $95 millifor 2003 as compared with $103 million for 200Qyressenting a decrease of $8 million
8%. Net sales in the U.S. were $44 million in 2683 ompared with $53 million for 2002, representirdecrease of $9 million, or 17%. Net
sales outside the U.S. were $51 million in the entriyear as compared with $50 million in the pyiear, representing an increase of $1
million, or 2%.

SK Display Corporation, the OLED panel manufactgijvint venture between Kodak and Sanyo, supplieE@screens to the Company for
its digital camera manufacturing, and continue®tais on improving manufacturing yields. Kodak siggpOLED chemicals and materials to
SK Display, and has created a new generation ohidtey that is currently being tested.

Loss from continuing operations before interedieotharges, net, and income taxes for All Othereiased $50 million from a loss of $28
million in 2002 to a loss of $78 million in 2003dreased levels of investment for the Companydalisusiness primarily drove the incre
in the loss from operations.



RESULTS OF OPERATIONS - DISCONTINUED OPERATIONS

Earnings from discontinued operations were $.0%psic and diluted share for 2003, as comparedavitiss from discontinued operations
for 2002 of $.08 per basic and diluted share.

During the first quarter of 2003, the Company reeera tax reserve of $15 million through discorgthoperations. The reversal of the tax
reserve was triggered by the Company's repurchasgrtain properties that were initially sold innt@ction with the 1994 divestiture of
Sterling Winthrop Inc., which represented a portddthe Company's non-imaging health businesses r@purchase of these properties will
allow the Company to directly manage the environt@eremediation that the Company is required tdguer in connection with those
properties, which will result in better overall tasntrol. In addition, the repurchase eliminateel tincertainty regarding the recoverability of
tax benefits associated with the indemnificatioprpants that were previously being made to the @mseh

During the fourth quarter of 2003, the Company rded a net of tax credit of $7 million through distinued operations for the reversal o
environmental reserve, which was primarily attrédhlé to positive developments in the Company's déatien efforts relating to a formerly
owned manufacturing site in the U.S. In additiom;ng the fourth quarter of 2003, the Company reedrstate income tax reserves of $3
million, net of tax, through discontinued operatiaiue to the favorable outcome of tax audits imeation with a formerly owned business.

The loss from discontinued operations for 2002 e@sprised of losses incurred from the shutdown addk Global Imaging, Inc., which
amounted to $35 million net of tax, partially off$sy net of tax earnings of $12 million relatedhe favorable outcome of litigation
associated with the 1994 sale of Sterling WintHrap

NET EARNINGS

Net earnings for 2003 were $265 million, or $.92 Ipasic and diluted share, as compared with neiregs for 2002 of $770 million, or $2.¢
per basic and diluted share, representing a decE&505 million, or 66%. This decrease is pritiyaaitributable to the reasons outlined
above.



2002 COMPARED WITH 2001

RESULTS OF OPERATIONS - CONTINUING OPERATIONS

CONSOLIDATED

Net worldwide sales were $12,835 million for 20@2campared with $13,229 million for 2001, represent decrease of $394 million, or :
as reported, with no net impact from exchange. iDeslin volume accounted for approximately 1.5 petage points of the sales decrease,
driven primarily by volume decreases in traditiofiah and U.S. photofinishing services. Declinegpiice/mix reduced sales for 2002 by
approximately 1.5 percentage points, driven primdny traditional consumer film products and heditim and laser imaging systems.

Net sales in the U.S. were $5,993 million for therent year as compared with $6,459 million for phier year, representing a decreas
$466 million, or 7%. Net sales outside the U.S.en8,842 million for the current year as comparét %6,770 million for the prior year,
representing an increase of $72 million, or 1%eg®rted, with no impact from exchange.

Net sales in EAMER for 2002 were $3,491 millioncasnpared with $3,333 million for 2001, representamgincrease of 5% as reported
1% excluding the favorable impact of exchange. $édes in the Asia Pacific region for 2002 increaslaghtly from $2,231 million for 2001
to $2,240 million for 2002, with no impact from dxnge. Net sales in the Canada and Latin Amergiamdor 2002 were $1,111 million as
compared with $1,206 million for 2001, represent@ndecrease of 8% as reported, or an increase @x6%ding the negative impact of
exchange.

Net sales in emerging markets were $2,425 millmr2002 as compared with $2,371 million for 20@&hresenting an increase of ¢

million, or 2%. Sales growth in China and Russi2 8% and 20%, respectively, were the primary dewdrthe increase in sales in emerging
markets, partially offset by decreased sales ireAtiga, Brazil and Mexico of 53%, 11% and 6%, resigely. The sales growth in China
resulted from strong business performance for heaitl consumer products. The increase in salesssi&is a result of continued growth in
the number of Kodak Express stores, which représdependently owned photo specialty retail outletel the Company's efforts to expand
the distribution channels for Kodak products amyises. The sales declines in Argentina, Brazil Btekico were reflective of the continued
economic weakness currently being experienced byrhatin American emerging market countries. Thergimg market portfolio
accounted for approximately 19% and 35% of the Caomgjs worldwide and non-U.S. sales, respectival002.



Gross profit was $4,610 million for 2002 as complaéth $4,568 million for 2001, representing anresse of $42 million, or 1%. The gross
profit margin was 35.9% in the current year as careg with 34.5% in the prior year. The increasg.dfpercentage points was primarily
attributable to manufacturing cost, which favoraiohpacted gross profit margins by approximately@vcentage points year-over- year due
to reduced labor expense, favorable materialsngriand improved product yields. This increase vss attributable to costs associated with
restructuring and the exit of an equipment manufaag facility incurred in 2001 but not in the cent year, which negatively impacted gross
profit margins for 2001 by approximately 1.0 petegye point. The positive impacts to gross profitavgartially offset by year-over-year
price/mix declines, which reduced gross profit nr@esdy approximately 2.3 percentage points. Thegpmix decreases were primarily rela
to declining prices on consumer film, health ldgsgging systems and consumer color paper, and ptathifts primarily in the Photography
segment.

SG&A expenses were $2,530 million for 2002 as camgpavith $2,625 million for 2001, representing amase of $95 million, or 4%.
SG&A decreased slightly as a percentage of sades 19.8% for the prior year to 19.7% for the cutnggar. The net decrease in SG&A is
primarily attributable to the cost savings from #mployment reductions and other non-severanctetetiomponents of the Company's
focused cost reductions, offset by acquisitionthéPhotography and Commercial segments and higregegic venture investment
impairments in 2002 when compared with 2001 of $ilon.

R&D costs remained relatively flat at $762 millitor 2002 as compared with $779 million for 200Jpresenting a decrease of $17 million
2%. As a percentage of sales, R&D costs also reeddlat at 5.9% for both the current and prior gear

Earnings from continuing operations before interefter charges, net, and income taxes for 2002 %220 million as compared with $352
million for 2001, representing an increase of $86lion, or 247%. The primary reason for the in@eén earnings from operations was a
decrease in restructuring costs and asset impaisnoé€$586 million. Results for 2002 also benefitiexin the savings associated with
restructuring programs implemented in 2001. In taidlj results for 2001 included charges of $138iamlfor the Wolf bankruptcy charge,
environmental reserve and Kmart bankruptcy, andlgdbamortization charges of $153 million.

Interest expense for 2002 was $173 million as coegpwith $219 million for 2001, representing a aé&se of $46 million, or 21%. The
decrease in interest expense is primarily attrietto lower average borrowing levels and loweeriest rates in 2002 relative to 2001.



Other charges for the current year were a net ehafr§101 million as compared with a net charg®X& million for the prior year. The
increase in other charges, net is primarily attable to increased losses from the Company's NegRmed SK Display joint ventures as these
business ventures are in the early stages of lngritpieir offerings to market, higher non-strateggature investment impairments, higher
losses related to minority interests and an ineréagoreign exchange losses. This activity wasigiyr offset by a gain recognized on the ¢

of assets in the current year.

The Company's effective tax rate from continuingragions decreased from 30% for 2001 to 16% fo2200e effective tax rate from
continuing operations of 16% for 2002 is less ttienU.S. statutory rate of 35% primarily due to tharges for the focused cost reductions
and asset impairments being deducted in jurisdistibat have a higher tax rate than the U.S. fed@ame tax rate, and also due to discrete
period tax benefits of $45 million in connectiorthvihe closure of the Company's PictureVision glibsy and $46 million relating to the
consolidation of the Company's photofinishing ofiers in Japan and the loss realized from the digtidon of a subsidiary as part of that
consolidation. These benefits were partially offsethe impact of recording a valuation allowane@tovide for certain tax benefits that the
Company would be required to forgo in order toyfualize the benefits of its foreign tax creditrgéorwards.

The effective tax rate from continuing operatioh8@% for 2001 is less than the U.S. statutory cdt85% primarily because of a tax benefit
from favorable tax settlements in the third quaofe?2001, which was partially offset by the impa€nhondeductible goodwill amortization in
2001.

Excluding the items described above, the Compaafiestive tax rate from continuing operations dasesl from 31% for 2001 to 27% for
2002. The lower effective tax rate from continuoperations in the current year as compared witlpthoe year is primarily attributable to tl
tax benefits from the elimination of goodwill ameétion in 2002 and further increases in earningsiver tax rate jurisdictions.

Net earnings from continuing operations for 2002en%793 million, or $2.72 per basic and dilutedrehas compared with net earnings fr
continuing operations for 2001 of $81 million, o2& per basic and diluted share, representingaease of $712 million, or 879%. The
increase in net earnings from continuing operatisqwimarily attributable to the reasons outlirsdxbve.



Photography

Net worldwide sales for the Photography segmenewg8r002 million for 2002 as compared with $9,408ion for 2001, representing
decrease of $401 million, or 4% as reported, withhat impact from exchange. Approximately 2.0 petage points of the decrease was
attributable to declines in volume, driven primably volume decreases in consumer and professiitmaind photofinishing, and
approximately 2.0 percentage points of the decreaseattributable to declines due to price/mixyeini primarily by consumer film products.

Photography segment net sales in the U.S. werd@&4xflllion for the current year as compared with482 million for the prior year,
representing a decrease of $448 million, or 10%t®&jraphy segment net sales outside the U.S. w868 million for the current year as
compared with $4,921 million for the prior yeapresenting an increase of $47 million, or 1% a®rgl, with no impact from exchange.

Net worldwide sales of consumer film products, iidthg 35mm film, Advantix film and oi-time-use cameras, decreased 6% in 2002 as
compared with 2001, reflecting declines due to lowsumes of 2%, negative price/mix of 3%, and 18g¢ative impact of exchange. Sales of
the Company's consumer film products within the.ld&reased 12% in the current year as comparédhégtprior year, reflecting declines
due to lower volumes of 7% and negative price/nfi%%. The lower film product sales are attributatol@ declining industry demand driven
by a weak economy and the impact of digital sulnétih. Sales of the Company's consumer film progloatside the U.S. remained flat, with
declines related to negative exchange of 1% ofifgeihcreases related to higher volumes of 1%.

The U.S. film industry volume decreased approxiiye@&6 in 2002 as compared with 2001 due to contigiaconomic weakness and the
impact of digital substitution. For the fifth corstive year, the Company has met its goal of maiintg full year U.S. consumer film market
share.



Net worldwide photofinishing sales, including Quale the U.S. and CIS outside the U.S., decrea% 4002 as compared with 2001, !

of which was attributable to lower volumes, palyialffset by 1% favorable impact of exchange. la thS., Qualex's processing volumes
(wholesale and on-site) decreased approximately ihd®002 as compared with 2001, which is compogeattoreases in wholesale and on-
site processing volumes of 13% and 16%, respeytiidlese declines reflect the effects of a continweak film industry, the adverse impact
of several hundred store closures by a major &iSiler, and the impact of digital substitution.ridg the current year, CIS revenues in
Europe benefited from the acquisition of: (1) Spe€&hoto Group's wholesale photofinishing and ihigtion operations in France, Germany,
and Austria, (2) ColourCare Limited's wholesalegaissing and printing operations in the United Kmmgdand (3) Percolor photofinishing
operations in Spain. These benefits were partadfiget by weak industry trends for photofinishimgthe second half of the year.

Net sales from the Company's consumer digital prtsdand services, which include picture maker ld@rsledia and consumer digital servi
revenue from Picture CD, "You've Got Pictures" &wdail.com, remained flat in 2002 as compared 2@81. The Company has broadly
enabled the retail industry in the U.S. with itstpie maker kiosks and is focused on bringing toketanew kiosk offerings, creating new
kiosk channels, expanding internationally and auaritig to increase the media burn per kiosk. Netldwide sales of thermal media used in
picture maker kiosks increased 11% in the curreat as compared with the prior year.

Net worldwide sales of consumer digital cameraseiased 10% in 2002 as compared with 2001 duedogttonsumer acceptance of
EasyShare digital camera system, despite sensgrammt shortages earlier in the year. As a resoittsumer digital camera market share
increased modestly in 2002 compared with 2001.

Net worldwide sales of inkjet photo paper increa48% in 2002 as compared with 2001, primarily dubigher volumes. The doul-digit
revenue growth and the maintenance of market sirarprimarily attributable to strong underlying ketrgrowth, introduction of new
products, continued promotional activity at key@auts and success in broadening channel distributio

Net worldwide sales of professional sensitized potg, including color negative, color reversal anchmercial black and white films a
sensitized paper, decreased 13% in 2002 as compéted001, reflecting primarily a decline in voleywith no impact from exchange.
Overall sales declines were primarily the resulbrogoing digital substitution and continued ecormméakness in markets worldwide.



Net worldwide sales of origination and print film the entertainment industry remained flat in 286Zompared with 2001, with a 1
favorable impact from exchange offset by a 1% deciittributable to lower volumes. The decreas®innaes of net worldwide film sales w
primarily attributable to economic factors impagtiorigination film for commercials and independfggture films, partially offset by an
increase in print film volumes.

Gross profit for the Photography segment was $32illébn for 2002 as compared with $3,402 millicor 2001, representing a decrease of
$183 million or 5%. The gross profit margin was8%.in the current year as compared with 36.2% énptfior year. The 0.4 percentage point
decrease was primarily attributable to decreasedaprice/mix that impacted gross profit margigsapproximately 3.0 percentage points,
partially offset by an increase due to productifcibst improvements that impacted gross margingpycximately 2.6 percentage points.

SG&A expenses for the Photography segment were8$Ir8llion for 2002 as compared with $1,963 millifm 2001, representing a decre
of $28 million or 1%. The net decrease in SG&A shag is primarily attributable to cost reductiortigities and expense management,
partially offset by increases in SG&A expense mdab CIS photofinishing acquisitions in Europe.agercentage of sales, SG&A expense
increased from 20.9% in the prior year to 21.5%h&current year.

R&D costs for the Photography segment decreasedriién or 5% from $542 million in 2001 to $513 fion in 2002. As a percentage of
sales, R&D costs decreased slightly from 5.8% éngtior year to 5.7% in the current year.

Earnings from continuing operations before interefter charges, net, and income taxes for thedghaphy segment decreased $16 million,
or 2%, from $787 million in 2001 to $771 million 8002, reflecting the combined effects of loweresand a lower gross profit margin,
partially offset by SG&A and R&D cost reductionsdahe elimination of goodwill amortization in 200&2hich was $110 million in 2001.

Health Imaging

Net worldwide sales for the Health Imaging segnvesrte $2,274 million for 2002 as compared with $2,2llion for 2001, representing i
increase of $12 million, or 1% as reported, orramease of 2% excluding the negative net impaeiohange. The increase in sales was
attributable to an increase in price/mix and volwhapproximately 0.4 and 1.1 percentage pointpeetively, primarily due to laser imagi
systems and equipment services, partially offset bgcrease from negative exchange of approxim@t8lpercentage points.



Net sales in the U.S. decreased slightly from 3. j@8lion for the prior year to $1,088 million fohe current year. Net sales outside the |
were $1,186 million for 2002 as compared with $3,iillion for 2001, representing an increase of $iilion, or 1% as reported, or an
increase of 2% excluding the negative impact oharge.

Net worldwide sales of digital products, which i laser printers (DryView imagers and wet lasertgrs), digital media (DryView an
wet laser media), digital capture equipment (corguadiography capture equipment and digital radiolgy equipment), services and Pici
Archiving and Communications Systems (PACS), inseelsb% in 2002 as compared with 2001. The incrieadigital product sales was
primarily attributable to higher digital media, giee, digital capture and PACS volumes as the mddtehese products continues to grow.

Net worldwide sales of traditional products, inéhglanalog film, equipment, chemistry and servickesreased 4% in 2002 as compared
2001. The decrease in sales was primarily attrilletto a net decline in sales of analog film praduThis net decrease was partly mitigated
by an increase in sales of Mammography and OncdEi®O) analog film products. Analog film productexcluding M&O) decreased 8%
2002 as compared with 2001, reflecting declinestdumlume, exchange and price/mix of approxima&ély, 2% and 1%, respectively.
Although analog film volumes declined on a worldwvidasis, current sales levels reflect an increas@dlitional film market share. M&O
sales increased 6% in the current year as compatiedhe prior year, reflecting higher volumes ppeoximately 8%, partially offset by
decreases in price/mix and exchange of approximnag#l and 1%, respectively.

Gross profit for the Health Imaging segment wasiB®@lion for 2002 as compared with $869 million 2001, representing an increase of
$61 million, or 7%. The gross profit margin was3#.in 2002 as compared with 38.4% in 2001. Thep2rsentage point increase was
attributable to productivity/cost improvements, ehincreased gross profit margins by 2.9 percenpages due to favorable media and
equipment manufacturing cost led by DryView digiteddia, analog medical film, laser imaging equiptreard PACS, which were
complemented by lower service costs and improveglgwchain management. The positive effects of patiglity/cost on gross profit margi
were partially offset by a decrease in price/mittimpacted margins by approximately 0.5 percenpajts due to declining digital laser
media and analog medical film prices.



SG&A expenses for the Health Imaging segment deerk&20 million, or 5%, from $367 million for 2061 $347 million for 2002. As a
percentage of sales, SG&A expenses decreased B@#olfor 2001 to 15.3% for 2002. The decrease i&S@xpenses is primarily a result
of cost reduction activities and expense management

R&D costs for the Health Imaging segment remair@ustant at $152 million for 2002 and 2001. As apatage of sales, R&D costs
remained unchanged at 6.7% for both years.

Earnings from continuing operations before interefter charges, net, and income taxes for thethl&éabhging segment increased $108
million, or 33%, from $323 million for 2001 to $434illion for 2002. The increase in earnings fronegiions and the resulting operational
earnings margin are primarily attributable to tbenbined effects of improvements in gross profit gives, lower SG&A expense, and the
elimination of goodwill amortization in 2002, whigtas $28 million in 2001.

Commercial Imaging

Net worldwide sales for the Commercial Imaging seghfor 2002 increased slightly from $1,454 millimn 2001 to $1,456 million for 200
representing an increase of $2 million, with noimgtact from exchange. The slight increase in sasattributable to an increase in
price/mix of approximately 1.0 percentage pointjchwas almost entirely offset by declines in vokiof approximately 0.9 percentage
points related to graphic arts and micrographicpots.

Net sales in the U.S. were $818 million for 200Zampared with $820 million for 2001, representindecrease of $2 million. Net sa
outside the U.S. were $638 million in the curresdiyas compared with $634 million in the prior yeapresenting an increase of $4 million,
or 1%, with no impact from exchange.

Net worldwide sales of the Company's commercialgmgernment products and services increased 7%08 as compared with 2001. T
increase in sales was principally due to an ineéasevenues from government products and serviedsr its government contracts.

Net worldwide sales for inkjet products were a cibntor to the net increase in Commercial Imagialgs as these revenues increased 1

in 2002 as compared with 2001. The increase irssaées attributable to the 2002 acquisition of ENCAi2., which represented
approximately 5% of total net worldwide Commerdrahging segment sales for 2002 and virtually athef 175% increase in sales of inkjet
products. The acquisition of ENCAD has improved @empany's channel to the inkjet printer market.



Net worldwide sales of graphic arts products to Kd®@reased 10% in 2002 as compared with 2001, ghymeflecting volume declines i
graphic arts film. This reduction resulted largietym digital technology substitution and the effettontinuing economic weakness in the
commercial printing market. The Company's equitthiem earnings of KPG contributed positive resutsther charges, net during 2002, but
was not material to the Company's results from atpmrs.

Gross profit for the Commercial Imaging segmentX002 decreased slightly from $451 million for 2062449 million for 2002. The gross
profit margin was 30.8% for 2002 as compared wittd3 for 2001. The gross profit margin remainedtretly flat due to declines related to
price/mix, which reduced margins by approximate§ gercentage points. These declines were offsptdjuctivity/cost improvements,
which increased margins by approximately 1.9 pdeggnpoints. ENCAD comprised approximately 3% efghoss profit dollars for 2002
and contributed to the year-over-year decreadegmgtoss profit margin percentage.

SG&A expenses for the Commercial Imaging segmeatedsed $14 million, or 7%, from $208 million fd¥® to $194 million for 2002. As
a percentage of sales, SG&A expenses decreasedlfr@% for 2001 to 13.3% for 2002. The primary citwitors to the decrease in SG&A
expenses were cost reductions from the prior yestructuring actions, which had a larger impacthenresults of 2002 as compared with
2001, partially offset by the acquisition of ENCAID¢. in 2002, which increased SG&A by $23 million.

R&D costs for the Commercial Imaging segment inseela$5 million, or 9%, from $58 million for 2001 $63 million for 2002. The increase
was due to the acquisition of ENCAD, Inc. in 20@Ajch increased R&D costs by $8 million. As a patege of sales, R&D costs increased
from 4.0% in 2001 to 4.3% in 2002.

Earnings from continuing operations before interetfter charges, net, and income taxes for the Ganciad Imaging segment increased $20
million, or 12%, from $172 million in 2001 to $1%illion in 2002. The increase in earnings from @ti@ns is primarily attributable to
overall expense management and the eliminatiomodigill amortization in 2002, which was $15 millian2001, partially offset by a lower
gross profit margin.

All Other

Net worldwide sales for All Other were $103 millifor 2002 as compared with $110 million for 200dpnesenting a decrease of $7 milli
or 6%. Net sales in the U.S. were $53 million i®2@&s compared with $68 million for 2001, repreisgné decrease of $15 million, or 22%.
Net sales outside the U.S. were $50 million indherent year as compared with $42 million in theipyear, representing an increase o
million, or 19%.



Loss from continuing operations before interedieotharges, net, and income taxes for All Otherefesed $32 million from a loss of $60
million in 2001 to a loss of $28 million in 2002h@ reduction in the loss from operations was prigattributable to cost reductions in
certain miscellaneous businesses and the bendfitraént year manufacturing cost.

RESULTS OF OPERATIONS - DISCONTINUED OPERATIONS

In March 2001, the Company acquired Citipix frono@ve Hauts Monts along with two related subsidgaimeolved in mapping services.
Citipix was involved in the aerial photography afde cities in the United States, scanning ofithesgery and hosting the imagery on the
Internet for government, commercial and privatdasc The acquired companies were formed into Kddmlbal Imaging, Inc. (KGII), a
wholly owned subsidiary, which was reported in tbenmercial and government products and servicdsdssin the Commercial Imaging
segment. Due to a combination of factors, includhrgcollapse of the telecommunications marketitditions on flying imposed by the eve
of September 11th, delays and losses of key cdatea the global economic downturn, KGII did ndtiave the financial results expected
by management during both 2001 and 2002. In Nove2®@2, the Company approved a plan to disposkeobperations of KGII.

Net sales from KGII for the years ended Decembe£802 and 2001 were $6 million and $5 million pectively. The Company incurre
operational losses before income taxes from KGltlie years ended December 31, 2002 and 2001 oi#ili@n and $7 million, respectivel
The Company recognized losses before income taxiee ifourth quarter of 2002 of approximately $4liom for costs associated with the
disposal of KGII. The disposal costs were comprisiidhpairment losses related to the write-dowrthef carrying value of goodwill,
intangibles and fixed assets to fair value, logssesgnized from the sale of certain assets, anddbrual of various costs related to the
shutdown of KGlI, including severance relating ppeoximately 150 positions.

Also during the fourth quarter of 2002, the Compeegognized earnings before income taxes of $18omias a result of the favorable
outcome of litigation associated with the 1994 sdl8terling Winthrop Inc.

The loss from discontinued operations before inctanes for the years ended December 31, 2002 &bt \28s at an effective tax rate of
38% and 31%, respectively, resulting in the lossfidiscontinued operations, net of incomes taxdéisérConsolidated Statement of Earnings
of $23 million and $5 million, respectively.



SUMMARY
(in millions, except per share data)

2003 Change 20 02 Change 2001

Net sales from continuing

operations $13,317 + 4% $12,8 35 - 3% $13,229
Earnings from continuing

operations before interest,

other charges, net,

and income taxes 371 -70 1,2 20 +247 352
Earnings from continuing

operations 238 -70 7 93 +879 81
Earnings (loss) from

discontinued operations 27 +217 ( 23) -360 5)
Net earnings 265 - 66 7 70 +913 76

Basic and diluted earnings
(loss) per share:

Continuing operations .83 -69 2. 72 +871 .28
Discontinued operations .09 +213 (. 08) -300 (.02)
Total 92 -65 2. 64 +915 .26

The Company's results as noted above include nastetime items, such as charges associated with foaumsstdeductions and other spe
charges. These one-time items, which are deschbkxv, should be considered to better understam€timpany's results of operations that
were generated from normal operational activities.

2003
The Company's results from continuing operatiomdte year included the following:

Charges of $557 million ($378 million after tax)ated to focused cost reductions implemented iffiteeand third quarters. See further
discussion in the Restructuring Costs and Otherseof Management's
Discussion and Analysis of Financial Condition &w®bults of Operations (MD&A) and Note 16, "Restuictg Costs and Other."

Charges of $16 million ($10 million after tax) ried to venture investment impairments and othestagste-offs incurred in the second and
fourth quarters. See MD&A and Note 7, "Investmeérfs, further discussion of venture investment innpeents.

Charges of $31 million ($19 million after tax), inding $21 million ($13 million after tax) in thé$t quarter and $10 million ($6 million aft
tax) in the fourth quarter, related to purchasegicess R&D.

Charges of $14 million ($9 million after tax) comted with the settlement of a patent infringeméaic.

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



Charges of $14 million ($9 million after tax) comted with the settlement of certain issues relatiing prior-year acquisition.
Charges of $8 million ($5 million after tax) fordanation to a technology enterprise.

Charges of $8 million ($5 million after tax) forgal settlements.

Reversal of $9 million ($6 million after tax) fon@&nvironmental reserve.

Income tax benefits of $13 million, which includieck benefits related to the donation of patenthénfirst and fourth quarters, amounting to
$8 million and $5 million, respectively.

2002
The Company's results from continuing operatiomgHe year included the following:

Charges of $114 million ($80 million after tax)atdd to focused cost reductions implemented irthiné and fourth quarters. See further
discussion in the Restructuring Costs and Othdiseof MD&A and Note 16, "Restructuring Costs adther.”

Charges of $50 million ($34 million after tax) rdd to venture investment impairments and otheztagste-offs incurred in the second, thi
and fourth quarters. See MD&A and Note 7, "Investtag for further discussion of venture investmiempairments.

Income tax benefits of $121 million, including a5%4illion tax benefit related to the closure of fietureVision subsidiary in the second
quarter, a $46 million benefit from the loss reafion the liquidation of a Japanese photofinisiipgrations subsidiary in the third quarter
$8 million benefit from a fourth quarter propertyrdition, and a $22 million benefit relating to theline in the year-over-year operational
effective tax rate.



2001
The Company's results from continuing operatiomgHe year included the following one-time items:

Charges of $830 million ($583 million after tax)ated to the restructuring programs implementeithénsecond, third and fourth quarters and
other asset impairments.

A charge of $41 million ($28 million after tax) fenvironmental exposures.
A charge of $20 million ($14 million after tax) fthe Kmart bankruptcy.

Income tax benefits of $31 million, including a faable tax settlement of $11 million and a $20 ionillbenefit relating to the decline in the
yearover-year operational effective tax rate.



RESTRUCTURING COSTS AND OTHER

Currently, the Company is being adversely impabttgthe progressing digital substitution. As the @amy continues to adjust its operating
model in light of changing business conditionss pprobable that ongoing cost reduction activitidsbe required from time to time.

In accordance with this, the Company periodicafig@inces planned restructuring programs (Programggh often consist of a number of
restructuring initiatives. These Program announcasprovide estimated ranges relating to the nurabpositions to be eliminated and the
total restructuring charges to be incurred. Thaalatharges for initiatives under a Program arenaed in the period in which the Company
commits to formalized restructuring plans or exesuhe specific actions contemplated by the Progunadnall criteria for restructuring charge
recognition under the applicable accounting guiddmave been met.



Restructuring Programs Summar y

The activity in the accrued restructuring balances and the non-cash
charges incurred in relation to all of the restruct uring programs
described below was as follows for fiscal 2003:
Non-
Balance Cash cash Balance
(in millions) Dec. 31, Costs Adjus t- Pay- Settle- Dec. 31,
2002 Incurred ment S ments ments 2003
Q3 2003 Program:
Severance reserve $- $231 $ - $(51) $ - $180
Exit costs reserve - 40 - (28 - 12
Total reserve $- $271 $ - $(79) $ - $192
Long-lived asset
impairments $- $109 $ - $ - $(109) $ -
Accelerated depreciation
and inventory write-downs - 22 - - (22 -
Q1 2003 Program:
Severance reserve $- $67 $ - $(44) % - $23
Exit costs reserve - 8 - 4 - 4
Total reserve $- $75 $ - $(48) $ - $27
Long-lived asset
impairments $- $5 % - $-3%05B)S%-
Accelerated depreciation
and inventory write-downs - 25 - - (25 -
Phogenix:
Exit costs reserve $- $9 $- $-%-8%9
Long-lived asset
impairments - 6 - - (6) -
Inventory write-downs - 2 - - @ -
Q4 2002 Program:
Severance reserve $53 $21 $ - $(62) $ - $12
Exit costs reserve 17 - - 9 - 8
Total reserve $70 $21 $ - $(71) $ - $20
Accelerated depreciation
and inventory write-downs $ - $24 $ - $ - $(24) % -
2001 Programs:
Severance reserve $67 $ - $(12) $(49)$ - $6
Exit costs reserve 18 - - 5B) - 13
Total reserve $85 $ - $(12) $54) $ - $19

Total of all
restructuring programs ~ $155  $569 $(12) $(252) $(193) $267



The costs incurred and adjustments, which totav$8Blion for the year ended December 31, 2003uite $73 million of charges related to
accelerated depreciation and inventory wdtavns, which were reported in cost of goods solithénaccompanying Consolidated Stateme!
Earnings for the year ended December 31, 2003rftaining costs incurred and adjustments of $48komiwere reported as restructuring
costs and other in the accompanying Consolidatatd®ent of Earnings for the year ended Decembe2(®13.

2004-2006 Restructuring Program

In addition to completing the remaining initiativesder the Third Quarter, 2003 Restructuring Pnogithe Company announced on January
22, 2004 that it plans to develop and execute agst/reduction program throughout the 2004 to 2ifi6frame. The objective of these
actions is to achieve a business model approdnathe Company's traditional businesses, and agpgim the Company's competitiveness in
digital markets. As a result of the actions, thenpany expects cost savings in the range of $80@®mio $1,000 million for full year 2007.

The Program is expected to result in total chaofél..3 billion to $1.7 billion over the three-ygaeriod, of which $700 million to $900
million are related to severance, with the remaimdkating to the disposal of buildings and equipm®verall, Kodak's worldwide facility
square footage will be reduced by approximately-thivel. Approximately 12,000 to 15,000 positions ldaride are expected to be elimina
through these actions primarily in global manuféoiy, selected traditional businesses and corp@@anistration. Maximum single year
cash usage under the new program is expecteddppgyeximately $200 million.

Third Quarter, 2003 Restructuring Program

During the third quarter of 2003, the Company amued that it intends to implement a series of pedtiction actions during the last two
quarters of 2003 and the first two quarters of 20@ich were expected to result in pre-tax chatgeding $350 million to $450 million. It is
anticipated that these actions will result in auaibn of approximately 4,500 to 6,000 positionghdwide, primarily relating to the
rationalization of global manufacturing assetsumithn of corporate administration and R&D, and ¢besolidation of the infrastructure and
administration supporting the Company's consumeging and professional products and services dpasatThe Company expects the 2!
cost savings as a result of these actions to bg ##2lfion to $325 million, with annual savings 3@ million to $400 million thereafter.



The Company implemented certain actions underRtegram during 2003. As a result of these actitrsCompany recorded charges of
$381 million in continuing operations in 2003, whivas composed of severance, long-lived asset impats, exit costs and inventory write-
downs of $23I million, $109 million, $40 million dr1 million, respectively. The severance cosistee to the elimination of approximately
3,850 positions, including approximately 1,675 nfaoturing, 1,125 administrative, 800 photofinishamgd 250 research and development
positions. The geographic composition of the posgito be eliminated includes approximately 2,56the United States and Canada and
1,300 throughout the rest of the world. The redurctif the 3,850 positions and the $271 million gearfor severance and exit costs are
reflected in the Third Quarter, 2003 Restructuifrggram table below. The $109 million charge farglolived asset impairments was
included in restructuring costs and other in theoagpanying Consolidated Statement of Earningshieryear ended December 31, 2003. The

charges taken for inventory write-downs of $1 roilliwere reported in cost of goods sold in the aganying Consolidated Statement of
Earnings for the year ended December 31, 2003.

The following table summarizes the activity witlspect to the severance charges and exit costdegtar connection with the focused cost
reductions that were announced in the third quaft@003 and the remaining balances in the relegserves at December 31, 2003:

(dollars in millions)

Exit

Number of Severance Costs

Employees Reserve Reserve Total
Q3, 2003 charges 1,700 $123 - $123
Q3, 2003 utilization ~ (100)  (3) - 3)
Balance at 9/30/03 1,600 120 - 120
Q4, 2003 charges 2,150 108 40 148
Q4, 2003 utilization (2,025) (48) (28) (76)
Balance at 12/31/03 1,725 $180 $12 $192

The severance charges of $231 million and theoesits of $40 million taken in 2003 were reportedeisiructuring costs and other in the
accompanying Consolidated Statement of Earningthfoyear ended December 31, 2003. The severasteard exit costs require the ou
of cash, while the long-lived asset impairments imvdntory write-downs represent non-cash itemse&ace payments relating to the third
quarter restructuring actions will be paid durihg period through 2005, since, in many instan¢esetnployees whose positions were
eliminated can elect or are required to receive 8&verance payments over an extended periodhef fWost exit costs are expected to be
paid during 2004. However, certain costs, sucloag-term lease payments, will be paid over peraftis 2004.



As a result of initiatives implemented under ther@iQuarter, 2003 Restructuring Program, the Companorded $21 million of accelerated
depreciation on long-lived assets in cost of gamld in the accompanying Consolidated StatemeBRaofings for the year ended December
31, 2003. The accelerated depreciation relatesnig-lived assets accounted for under the held aad model of SFAS No. 144. The year-to-
date amount of $21 million relates to $20 millidmmanufacturing facilities and equipment and $llionil of photofinishing facilities and
equipment that will be used until their abandonm&he Company will incur accelerated depreciatibarges of $10 million, $8 million and
$3 million in the first, second and third quartef2004, respectively, as a result of the initieivmplemented under the Third Quarter, 2003
Restructuring Program.

The charges of $402 million recorded in 2003 ineli$210 million applicable to the Photography segr®20 million to the Health Imagir
segment and $9 million to the Commercial Imagingnsent. The remaining $163 million was applicablenanufacturing, research and
development, and administrative functions, whighslvared across segments.

With respect to the Third Quarter, 2003 Program,Glompany anticipates completing the remaininggitives originally contemplated under
the Program by the end of the second quarter o4.289 a result of these initiatives, an additiohal00 to 1,900 positions will be eliminated
throughout the world by the end of the second guaft 2004. The estimated cost to complete thasairéng initiatives will be in the range
of $150 million to $170 million. The Company expetite 2004 cost savings as a result of all actontemplated under the Third Quarter,
2003 Restructuring Program to be $250 million t6Gillion in 2004, with annual savings of $275Imit to $375 million thereafter.

First Quarter, 2003 Restructuring Program

In the early part of the first quarter of 2003 past of its continuing focused cost reduction @f@nd in addition to the remaining initiatives
under the Fourth Quarter, 2002 Restructuring Pragthe Company announced its First Quarter, 20G3rReturing Program that included
new initiatives to further reduce employment withinange of 1,800 to 2,200 employees. A signifigamtion of these new initiatives relates
to the rationalization of the Company's photofimighoperations in the U.S. and Europe. Specifica$ya result of declining film and
photofinishing volumes and in response to globaheeic and political conditions, the Company betgaimplement initiatives to 1) close
certain photofinishing operations in the U.S. aldMER, 2) rationalize manufacturing capacity by ehating manufacturing positions on a
worldwide basis, and 3) eliminate selling, genarad administrative positions, particularly in tHeoRbgraphy segment.



The total restructuring charge for continuing opierss recorded in 2003 relating to the First Qua2803 Restructuring Program was $81
million, which was composed of severance, exitgdshg-lived asset impairments and inventory wadibevns of $67 million, $8 million, $5
million and $1 million, respectively. The severamt@rge related to the elimination of 1,850 posgidncluding approximately 1,225
photofinishing, 325 administrative and 300 manufeing positions. The geographic composition of 1850 positions to be eliminated
includes approximately 1,100 in the United Stated @anada and 750 throughout the rest of the woHd.reduction of 1,850 positions and
the total severance and exit charges of $75 miblli@reflected in the First Quarter, 2003 RestmnrguProgram table below. The remaining
actions anticipated under the First Quarter, 2088tiRcturing Program are expected to be complatedglthe first quarter of 2004.

The following table summarizes the activity witlspect to the severance and exit costs chargedestor connection with the focused cost
reductions that were announced in the first quat@003 and the remaining balances in the relegedrves at December 31, 2003:

(dollars in millions)

Exit

Number of Severance Costs

Employees Reserve Reserve Total
Q1, 2003 charges 425 $28 % - $28
Q1, 2003 utilization ~ (150) (2) - 2)
Balance at 3/31/03 275 26 - 26
Q2, 2003 charges 500 20 4 24
Q2, 2003 utilization ~ (500) (13) - (13)
Balance at 6/30/03 275 33 4 37
Q3, 2003 charges 925 19 4 23
Q3, 2003 utilization ~ (400) (12) (2) (13)
Balance at 9/30/03 800 40 7 47
Q4, 2003 utilization ~ (625) (17) ?3) (20)
Balance at 12/31/03 175 $23 $ 4 $27

The charges of $80 million for severance, longdiasset impairments and exit costs reserves wpoeteel in restructuring costs and other in
the accompanying Consolidated Statement of Earriorghe year ended December 31, 2003. The chaaies for inventory write-downs of
$1 million were reported in cost of goods soldhia accompanying Consolidated Statement of Earriorgbe year ended December 31, 2
The severance and exit costs require the outlaasti, while the inventory write-downs and long-tiasset impairments represent non-cash
items. Severance payments will be paid during #réod through 2005 since, in many instances, thgl@yees whose positions were
eliminated can elect or are required to receive 8&verance payments over an extended periodhef fWost exit costs are expected to be
paid during 2004. However, certain costs, sucloag-term lease payments, will be paid over peraftis 2004.



As a result of initiatives implemented under thesFQuarter, 2003 Restructuring Program, the Comppacorded $24 million of accelerated
depreciation on long-lived assets in cost of gamld in the accompanying Consolidated StatemeBRaofings for the year ended December
31, 2003. The accelerated depreciation relatesnig-lived assets accounted for under the held aad model of SFAS No. 144. The year-to-
date amount of $24 million relates to lab equipmesgd in photofinishing that will be used untilitretoandonment. The Company will incur
accelerated depreciation charges of $8 millioaftrst quarter of 2004 and $1 million in the sedtquarter of 2004 as a result of the
initiatives implemented under the First QuarteQ2®estructuring Program.

Cost savings resulting from the implementationlbFast Quarter, 2003 Restructuring Program actiare in line with the original estimate
approximately $35 million to $50 million in 2003 care expected to be $65 million to $85 millionasmannual basis thereafter.

The total restructuring charges of $105 millionaeled in 2003 under the First Quarter, 2003 Restring Program included $85 million
applicable to the Photography segment and $5 mi#ioplicable to the Commercial Imaging segment. fEn@aining $15 million was
applicable to manufacturing, research and developnaed administrative functions, which are shareass all segments.

In addition to the $105 million of restructuringariges recorded in 2003 under the First Quarter3 B¥structuring Program, the Company
recorded $17 million of charges in the second guas$sociated with the Company's exit from the &jraphy segment's Phogenix joint
venture with Hewlett Packard. The $17 million changcluded approximately $2 million of inventoryiterdowns, $6 million of long- lived
asset impairments and $9 million of exit costs. iFtventory write-downs were reported in cost of d@®sold in the accompanying
Consolidated Statement of Earnings for the yeaedmkcember 31, 2003. The long-lived asset impaitsn@nd exit costs were reported in
restructuring costs and other in the accompanyimgsGlidated Statement of Earnings for the year @mkrember 31, 2003. The exit costs,
which represent the only cash portion of the chaage expected to be paid during 2004.



Fourth Quarter, 2002 Restructuring Program

During the fourth quarter of 2002, the Company amoed a planned Program consisting of a numbeyafsied cost reduction initiatives
designed to deploy manufacturing assets more afédgtin order to provide competitively-priced praats to the global market. In the
announcement, the Company discussed the restmgtuitiatives under its Fourth Quarter, 2002 Redtrring Program that would begin in
the fourth quarter of 2002 and extend into 2003 sEhinitiatives were expected to affect a totdl,800 to 1,700 positions worldwide,
including approximately 150 positions in the ComygatJ.S. research and development organizatiorspb6itions in its U.S. one-time-use
camera assembly operations, 300 positions in itsiddesensitizing operations and 550 positionssrglibbal manufacturing and logistics
organization. Specific initiatives included theosstion of the one- time-use camera assembly dpesain Rochester, New York and the
graphic arts and x-ray film sensitizing operation®exico to other Kodak locations.

The total restructuring charge for continuing opieres recorded in 2002 for these initiatives thatevimplemented was $116 million, which
was composed of severance, inventory write-dovamgy-lived asset impairments and exit costs of $8kom, $7 million, $37 million and

$17 million, respectively. The severance chargeateel to the elimination of 1,150 positions, inchglapproximately 525 manufacturing and
logistics, 300 service and photofinishing, 175 adstrative and 150 research and development positibhe geographic composition of the
1,150 positions eliminated included approximatef$ i the United States and Canada and 375 thraghe rest of the world. The charge
for the long-lived asset impairments includes thigenoff of $13 million relating to equipment usedthe manufacture of cameras and
printers, $13 million for sensitized manufacturgmuipment, $5 million for lab equipment used in toffiaishing and $6 million for other
assets that were scrapped or abandoned immediateyreduction of 1,150 positions and the $72 onlicharge for severance and exit costs
are reflected in the Fourth Quarter, 2002 RestrirguProgram table below. These amounts excludéotinth quarter elimination of 150
positions and the restructuring charges relatintpeoshutdown of Kodak Global Imaging, Inc., astheharges were reflected in the loss from
discontinued operations for the year ended Deceibe2002.

During 2003, the Company recorded additional sexeraharges of $21 million in continuing operatiogiating to 675 positions that were
contemplated under its Fourth Quarter, 2002 Rettring Program, including the relocation of Mexicamnsitizing operations and the U.S.
one-time-use camera assembly operations. The &ibgus that were eliminated included approximat) manufacturing and 175
administrative positions. The geographic compositibthe 675 positions included approximately 42%hie U.S. and Canada and 250
throughout the rest of the world. The reductio®®$ positions and the related severance charg&®lofillion are reflected in the Fourth
Quarter, 2002 Restructuring Program table belowagtions anticipated under the Fourth Quarter 22R8structuring Program were
completed in the third quarter of 2003. A totallg825 positions were eliminated under the Fourtar€u, 2002 Restructuring Program.



The following table summarizes the activity witlspect to the severance and exit costs chargedegtar connection with the focused cost
reductions that were announced in the fourth quaft2002 and the remaining balance in the relatsdrves at December 31, 2003:

(dollars in millions)

Exit

Number of Severance Costs

Employees Reserve Reserv e Total
Q4, 2002 charges LI50 $ 55 $17 $72
Q4, 2002 utilization  (250) 2) - 2)
Balance at 12/31/02 900 53 17 70
Q1, 2003 charges 450 16 - 16
Q1, 2003 utilization  (850) (24) ) (26)
Balance at 3/31/03 500 45 15 60
Q2, 2003 charges 25 1 - 1
Q2, 2003 utilization  (500) (11) (4) (15)
Balance at 6/30/03 25 35 11 46
Q3, 2003 charges 200 4 - 4
Q3, 2003 utilization (225) (8) 2) (10)
Balance at 9/30/03 0 31 9 40
Q4, 2003 utilization 0 (19) 1) (20)
Balance at 12/31/03 0 $ 12 $ 8 $ 20

The severance charges taken in 2003 of $21 milliere reported in restructuring costs and othehénatccompanying Consolidated Stater
of Earnings for the year ended December 31, 2088.sEverance and exit costs require the outlagsif,ovhile the inventory write-downs
and long-lived asset impairments represent norft itams. Severance payments will continue into 2§l@de, in many instances, the
employees whose positions were eliminated can eleate required to receive their severance paysmarar an extended period of time. M
exit costs are expected to be paid during 2004.é¥ew certain costs, such as long-term lease pagmeitl be paid over periods after 2004.

As a result of initiatives implemented under theifde Quarter, 2002 Restructuring Program, the Campeacorded $24 million of accelerat
depreciation on long-lived assets in cost of gamld in the accompanying Consolidated StatemeBRtaofings for the year ended December
31, 2003. The accelerated depreciation relatesnig-lived assets accounted for under the held aad model of SFAS No. 144, and the full
year amount of $24 million was comprised of $15iomlrelating to equipment used in the manufacafreameras, $6 million for la
equipment used in photofinishing and $3 million $ensitized manufacturing equipment that was usébtheir abandonment in 2003.



Cost savings resulting from the implementationlbFaurth Quarter, 2002 Restructuring Program axstiare in line with the original estimate
of approximately $90 million to $95 million in 20@&d $205 million to $210 million on an annual Babiereafter.

The full year 2003 charges of $45 million includk&il million of charges applicable to the Photogsapgment, $3 million relating to the
Commercial Imaging segment and $11 million assediatith manufacturing, research and developmeutaaministrative functions, which
are shared across all segments. The fourth qu2@2 charges of $116 million included $40 millidncbarges applicable to the Photography
segment, $19 million applicable to the Commeraighging segment and $2 million applicable to thelthdanaging segment. The remaining
$55 million was associated with manufacturing, aesle and development, and administrative functiagch are shared across all segments.

2001 Restructuring Programs

At December 31, 2002, the Company had remainingragee and exit costs reserves of $67 million a@rsillion, respectively, relating to
the restructuring plans it implemented during 2@Ddring the first quarter of 2003, the Company ctatenl the severance actions associated
with the 2001 Restructuring Programs and recordedersal of $12 million of reserves through restinting costs and other in the
accompanying Consolidated Statement of Earningthfoyear ended December 31, 2003. The complefitred@?001 Restructuring Progra
resulted in the elimination of the remaining 20@ifions included in the original plans. A total&@#25 positions were eliminated under the
2001 Restructuring Programs.

The remaining severance reserve of $6 million d@3exfember 31, 2003 has not been paid since, in mnatances, the employees whose
positions were eliminated could elect or were regplito receive their severance payments over amégt period of time. However, these
payments will be made by the end of 2004. Moshefremaining exit costs reserves of $13 milliomfaBecember 31, 2003 represent long-
term lease payments, which will be paid over peviafier 2004.




LIQUIDITY AND CAPITAL RESOURCES
2003

The Company's cash and cash equivalents incre&Sddrillion during 2003 to $1,250 million at Deceenl31, 2003. The increase resulted
primarily from $1,645 million of cash flows from egating activities and $270 million of cash prowddwy financing activities, partially offset
by $1,267 million of cash flows used in investingiwties.

The net cash provided by operating activities g68% million for the year ended December 31, 2083 partially attributable to net earnings
of $265 million which, when adjusted for earningsnfi discontinued operations, equity in losses fromoonsolidated affiliates, gain on sale
assets, depreciation and goodwill amortizationcpased research and development, benefit for @efémcome taxes and restructuring costs,
asset impairments and other charges, provided $Iriflion of operating cash. Also contributing tetrcash provided by operating activities
were a decrease in inventories of $128 millionin@nease in liabilities excluding borrowings of $&Mllion, the cash receipt of $19 million in
connection with the Sterling Winthrop settlememigl he $130 million impact of the change in otltemis, net, which were partially offset by
an increase in accounts receivable of $9 millidme fiet cash used in investing activities of $1,@@lon was utilized primarily for business
acquisitions of $697 million, of which $59 milliaelated to the purchase of minority interests imn@tand India, capital expenditures of $506
million, investments in unconsolidated affiliates$89 million, and net purchases of marketable sges of $1 million. These uses of cash
were partially offset by net proceeds from the sdlassets of $26 million. The net cash providedifgncing activities of $270 million was
primarily the result of the net increase in bornogg of $588 million and the exercise of employeelsbptions of $12 million, which were
partially offset by dividend payments of $330 nailii

Net working capital, excluding sh-term borrowings, increased to $1,094 million fré4v4 million at year-end 2002. Including shortnter
borrowings, net working capital increased to pesi$148 million from negative $968 million at yesmel 2002. This increase is mainly
attributable to higher cash balances and a reduatishort-term debt, partially offset by highecagnts payable and other current liabilities.
The decrease in short-term debt is primarily beedlne Company no longer regularly accesses the evomthpaper (short-term debt) market
in managing its working capital to fund its opengtand investing activities. During the second tarasf 2003, the Company issued $550
million of long-term debt to replace $550 milliohghort- term debt resulting in improved workingital. Additionally, on October 10, 2003,
the Company issued $1,075 million of long-term debmprised of $500 million of Senior Notes due 2@hd $575 million of Convertible
Senior Notes due 2033, a portion of which has el to repay commercial paper, thus improving imgrkapital. See further discussion in
this section relating to these long-term debt insea.



The Company maintains $2,467 million in committeshb lines of credit and $1,722 million in uncommittbank lines of credit to ensure
continued access to short-term borrowing capa@tySeptember 5, 2003, the Company filed a shei§tragjon statement on Form S-3 (the
new debt shelf registration) for the issuance ofa$2,000 million of new debt securities. PursuarRule 429 under the Securities Act of
1933, $650 million of remaining unsold debt sedesiinder a prior shelf registration statement virckided in the new debt shelf
registration, thus giving the Company the abilgyigsue up to $2,650 million in public debt. Théseding alternatives provide the Company
with sufficient flexibility and liquidity to meet$ working capital and investing needs. Howeves,ghccess of future public debt issuances
will be dependent on market conditions at the tohsuch an offering.

The Company's primary estimated future uses of fsP004 include the following: dividend paymerdspt reductions, and acquisitions.
The Company has a dividend policy whereby it malasi-annual payments which, when declared, wipp&ied on the Company's 10th
business day each July and December to shareholdexsord on the first business day of the prawgdionth. On April 15, 2003, the
Company's Board of Directors declared a semi-ancast dividend of $.90 per share on the outstantiingmon stock of the Company. This
dividend was paid on July 16, 2003 to shareholdérecord at the close of business on June 2, 20835eptember 24, 2003, the Company's
Board of Directors approved the reduction of theant of the annual dividend to $.50 per share.f@h$ame date, the Company's Board of
Directors declared a serairnual cash dividend of $.25 per share on theandgtg common stock of the Company. This dividead waid o1
December 12, 2003 to the shareholders of recood e close of business on November 3, 2003.

Capital additions were $506 million in 2003, witietmajority of the spending supporting new produtianufacturing productivity and
quality improvements, infrastructure improvemeats] ongoing environmental and safety initiatives. the full year 2004, the Company
expects its capital spending, excluding acquis#jdaa be approximately $550 million.



During 2003, the Company expended $252 million mgathe related restructuring reserves, primadhtlie payment of severance benefits.
Employees whose positions were eliminated couldtétereceive severance payments for up to twosykdliowing their date of termination.

For 2004, the Company expects to generate $48®mmith $615 million in investable cash flow, whigpresents cash flow after dividends
but before acquisitions and excludes the impactsash from the purchase and sale of marketableisesuthe impacts from debt and
transactions in the Company's own equity, suchak sepurchases and the proceeds from the exaxti&eck options. The investable cash
flow range of $485 million to $615 million does rintlude $725 million of expected ptax cash proceeds from the February 2004 annoi
sale of the Remote Sensing Systems operation dimgjuResearch Systems, Inc., to ITT Industries,, Imar does it consider the cash impac
the NexPress acquisition, which was announced irctM2004, once it becomes a Kodak wholly owned iglidey. The Company believes
that its cash flow from operations will be suffiste¢o cover its working capital and capital investrineeds and the funds required for future
debt reduction, dividend payments, or modest addris. The Company's cash balances and financieggements will be used to bridge
timing differences between expenditures and caskrgéed from operations.

The Company has $2,225 million in committed revodvcredit facilities, which are available for geslerorporate purposes including the
support of the Company's commercial paper progfidra.credit facilities are comprised of the $1,000iom 364-day committed revolving
credit facility (364-Day Facility) expiring in Jul®004 and a 5-year committed facility at $1,225iol expiring in July 2006 (5- Year

Facility). If unused, they have a commitment fe&4f5 million per year at the Company's currentli¢tn@ating of Baa3 and BBB- from
Moody's and Standard & Poors (S&P), respectiveiterest on amounts borrowed under these facilgiealculated at rates based on spreads
above certain reference rates and the Companyli caéing. Under the 364-Day Facility andy®ar Facility, there is a financial covenant 1
requires the Company to maintain a debt to EBITBAr{Qings before interest, income taxes, depreaiatiml amortization) ratio of not grea
than 3 to 1. In the event of violation of the coart) the facility would not be available for boriiog until the covenant provisions were
waived, amended or satisfied. The Company wasnmptiance with this covenant at December 31, 200& Company does not anticipate
that a violation is likely to occur.



The Company has other committed and uncommitted lof credit at December 31, 2003 totaling $24Zaniland $1,722 million,
respectively. These lines primarily support bormgvheeds of the Company's subsidiaries, which decterm loans, overdraft coverage,
letters of credit and revolving credit lines. st rates and other terms of borrowing under thiess of credit vary from country to country,
depending on local market conditions. Total outditagn borrowings against these other committed aruonmitted lines of credit at
December 31, 2003 were $138 million and $316 mmi|li@spectively. These outstanding borrowings eflected in the short- term
borrowings and longerm debt, net of current portion balances in tempanying Consolidated Statement of FinanciaitiBosat Decembe
31, 20083.

At December 31, 2003, the Company had $304 milliocommercial paper outstanding, with a weightedrage interest rate of 2.95%. To
provide additional financing flexibility, the Commahas an accounts receivable securitization progwehich provides for borrowings up tc
maximum of $250 million. At December 31, 2003, @@mpany had no outstanding borrowings under tlognam.

On October 10, 2003, the Company completed theinffeand sale of $500 million aggregate principabant of Senior Notes due 2013 (the
Notes), which was made pursuant to the Companysdedt shelf registration. Interest on the Notels adgcrue at the rate of 7.25% |

annum and is payable semiannually. The Notes areedeemable at the Company's option or repaydlteaption of any holder prior to
maturity. The Notes are unsecured and unsubordir@tkgations and rank equally with all of the Caamp's other unsecured and
unsubordinated indebtedness. After issuance ddltbee debt, the Company has $2,150 million of abdity remaining under the new debt
shelf registration.

Concurrent with the offering and sale of the NotesQOctober 10, 2003, the Company completed thegriplacement of $575 million
aggregate principal amount of Convertible Seniotedalue 2033 (the Convertible Securities) to gealiinstitutional buyers pursuant to Rule
144A under the Securities Act of 1933. InteresttenConvertible Securities will accrue at the @t8.375% per annum and is payable
semiannually. The Convertible Securities are unsetand rank equally with all of the Company's otmresecured and unsubordinated
indebtedness.



As a condition of the private placement, the Comypagreed to initially file within 90 days and magkective within 180 days after the
earliest date of original issuance of the Convitiecurities, a shelf registration statement uttikeSecurities Act of 1933 relating to the
resale of the Convertible Securities and the comstock to be issued upon conversion of the Corblerecurities pursuant to a registration
rights agreement. The Company filed this shelfstegtion statement on January 6, 2004, and madteitive on February 6, 2004.

The Convertible Securities contain a number of eosion features that include substantive continigsnd@he Convertible Securities are
convertible by the holders at an initial conversiate of 32.2373 shares of the Company's commak $to each $1,000 principal amount of
the Convertible Securities, which is equal to atiahconversion price of $31.02 per share. Thalbod may convert their Convertible
Securities, in whole or in part, into shares of @@mpany's common stock under any of the followgingumstances: (1) during any calendar
quarter, if the price of the Company's common steakeater than or equal to 120% of the applicableversion price for at least 20 trading
days during a 30 consecutive trading day periodngnon the last trading day of the previous calemgerter; (2) during any five consecutive
trading day period following any 10 consecutiveling day period in which the trading price of then@ertible Securities for each day of s
period is less than 105% of the conversion valod,the conversion value for each day of such pesiasl less than 95% of the principal
amount of the Convertible Securities (the ParitguGe); (3) if the Company has called the Convert8#curities for redemption; (4) upon the
occurrence of specified corporate transactions aschnconsolidation, merger or binding share exphanirsuant to which the Company's
common stock would be converted into cash, propargecurities; and (5) if the credit rating assigito the Convertible Securities by either
Moody's or S&P is lower than Ba2 or BB, respectiy@thich represents a three notch downgrade franCthmpany's current standing, or if
the Convertible Securities are no longer ratedtbgast one of these services or their succes#wsJredit Rating Clause).

The Company may redeem some or all of the Conver8bcurities at any time on or after October TB,(at a purchase price equal to 100%
of the principal amount of the Convertible Secestplus any accrued and unpaid interest. Uponl focabdemption by the Company, a
conversion trigger is met whereby the holder ohesit,000 Convertible Senior Note may convert suate to shares of the Company's
common stock.

The holders have the right to require the Comparmutrchase their Convertible Securities for cash @mirchase price equal to 100% of the
principal amount of the Convertible Securities phmy accrued and unpaid interest on October 15),20¢&tober 15, 2013, October 15, 2018,
October 15, 2023 and October 15, 2028, or upomdamnental change as described in the offering mamdoim filed under Rule 144A in
conjunction with the private placement of the Catitsée Securities. As of December 31, 2003, the @any reserved 18,536,447 shares in
treasury stock to cover potential future conversiohthese Convertible Securities into common stock



Certain of the conversion features contained inGbevertible Securities are deemed to be embededatives as defined under SFAS No.
133, "Accounting for Derivative Instruments and igea) Activities." These embedded derivatives ineldlde Parity Clause, the Credit Rat
Clause, and any specified corporate transactiosidribf the Company's control such as a hostileaadr. Based on an external valuation,
these embedded derivatives were not material t&€tmepany's financial position, results of operation cash flows. In addition, as the
contingencies surrounding the conversion featuresabstantive, the shares to be potentially issped triggering a conversion event will
excluded from the earnings per share calculatidih such time as a contingency lapses and the tedfieissuing such shares is dilutive. If and
when a contingency lapses and the effect of isssilefp shares is dilutive, then the shares issuedidire included in the denominator of the
earnings per share calculation, and the intergetrese incurred on the Convertible Securities woel@éxcluded from the numerator of the
earnings per share calculation for the respectreg.

Long-term debt and related maturities and intensts were as follows at December 31, 2003 and gaGgillions):

Country Type

Weighted- Amoun
Average Out-
Interest Stand
Maturity Rate  ing

Term note 2003 - % -
Term note 2003 -
Term note 2004 1.72% * 200
Term note 2005 1.73% * 100
Medium-term 2005 7.25% 200
Medium-term 2006 6.38% 500
Term note 2008 3.63% 249
Term note 2008 9.50% 34
Term note 2013 7.25% 500
Term note 2018 9.95% 3
Term note 2021 9.20% 10
Convertible 2033 3.38% 575
Bank loans 2003 - -
Bank loans 2004 5.50% 225
Bank loans 2005 5.45% 106
Term notes 2004-2008 5.53% 49
Bank loans 2004 - -

* Represents debt with a variable interest rate.

t Weighted- Amount

Average Out-
nterest Stand-

Rate ing
9.38% $ 144
7.36% 110
7.25% 200
6.38% 500
9.50% 34
9.95% 3
9.20% 10
5.49% 114
5.58% 252
5.53% 124
6.12% 44
2.61% 10

6
$1,551



The Company's debt ratings were downgraded du®@8 ®y each of the three major rating agencies.dyisp Standard & Poors (S&P) and
Fitch ratings for long-term debt (L/T) and shontatedebt (S/T), including their outlook, at the baging and end of 2003 were as follows:

December 31, 2002 Dece mber 31, 2003
L/T S/T Outlook L/T S/T  Outlook
Moody's Baal P-2 Stable Baa3 P-3 Negative
S&P BBB+ A-2 Stable BBB- A-3 Negative
Fitch A- F2 Negative BBB- F3 Negative

The long-term and short-term debt rating downgragesnegative outlooks reflect the rating agenciesterns about (1) the Company's
weakened sales and profitability in the core ph@phic businesses due to continuing pricing prestom competitors, (2) continued digital
substitution, including doubts about the profitgaatal of digital imaging relative to conventior@iotography, (3) unfavorable economic
factors, including reduced leisure travel, (4) ptitd future restructuring actions that may restcash flow, slowing efforts to reduce debt, (5)
the likelihood that debt reduction will be slowedthe short to medium term due to the Companyilsgisusiness risk, investment strategies,

and the rapid pace at which it has made its rememiisitions, and (6) the financial burden of igh#icant unfunded postretirement benefit
liabilities.



These credit rating actions have limited the Comgfsaaccess to commercial paper borrowings. Aswtraad as noted before, on October
2003, the Company issued $1,075 million of longrteiebt through an offering and sale of $500 millidrSenior Notes due 2013 and a
concurrent private placement of $575 million of @ertible Senior Notes due 2033, which were filed ishelf registration statement on
January 6, 2004 and made effective on Februar@®.2With the proceeds received from the $1,07%anibf long-term debt issued, the
Company retired approximately $550 million of oateling commercial paper and all of the outstanbdimgowings under the accounts
receivable securitization program, which amountedgproximately $60 million. The remaining procea@se used to fund the
PracticeWorks, Inc. acquisition. For 2004, the Campexpects interest expense to increase relati?6@3 as a result of the replacement of
outstanding commercial paper with new long-termtdebr example, the Company's outstanding commiguajger at December 31, 2003 had
a weighted-average annual interest rate of 2.95ebmpared with an annual interest rate of 7.25%herSenior Notes and 3.375% on the
Convertible Senior Notes, representing a weightestage difference of 2.34 percentage points.

The Company is in compliance with all covenantstbier requirements set forth in its credit agreesiand indentures. Further, the Comp
does not have any rating downgrade triggers thaldvaccelerate the maturity dates of its debt, withexception of the following: the
outstanding borrowings, if any, under the accouetgivable securitization program if the Companyeglit ratings from S&P or Moody's
were to fall below BBB- and Baa3, respectively, andh condition continued for a period of 30 d&yswever, as previously noted, the
Company had no outstanding borrowings under tlagnam as of December 31, 2003. Additionally, thenPany estimates that letters of
credit or other financial support could be requiedupport of insurance, environmental and supplidigations of up to $117 million.
Further downgrades in the Company's credit ratmdjgruptions in the capital markets could impamtrbwing costs and the nature of its
funding alternatives. However, the Company hasscte$2,225 million in committed revolving crefditilities to meet unanticipated
funding needs should it be necessary.



The Company guarantees debt and other obligatioderiagreements with certain affiliated companies@istomers. At December 31, 2C
these guarantees totaled a maximum of $363 miligth, outstanding guaranteed amounts of $161 millithe maximum guarantee amount
includes guarantees of up to: $160 million of debtKPG ($50 million outstanding); $7 million fother unconsolidated affiliates and third
parties ($7 million outstanding); and $196 milliohcustomer amounts due to banks in connection vétfous banks' financing of customers'
purchase of products and equipment from Kodak ($ailibn outstanding). The KPG debt facility anctrelated guarantee mature on
December 31, 2005, but may be renewed at KPG'$oitfiteventures partners' and the bank's discrefitie guarantees for the other
unconsolidated affiliates and third party debt matetween January 2004 and May 2006. The custfinagicing agreements and related
guarantees typically have a term of 90 days fodpcband short-term equipment financing arrangesemtd up to 5 years for long-term
equipment financing arrangements. These guaranteglsl require payment from Kodak only in the evehtlefault on payment by the
respective debtor. In some cases, particularlgf@rantees related to equipment financing, the @ompas collateral or recourse provisions
to recover and sell the equipment to reduce arsebshat might be incurred in connection with thargntee. Management believes the
likelihood is remote that material payments willreguired under any of the guarantees disclosedeaith respect to the guarantees that
the Company issued in the year ended Decembei0B3B, the Company assessed the fair value of iigatizn to stand ready to perform
under these guarantees by considering the likelitdd@ccurrence of the specified triggering eveamtsonditions requiring performance as
well as other assumptions and factors. Throughnateanalyses and external valuations, the Comgatgrmined that the fair value of the
guarantees was not material to the Company's fiabpasition, results of operations or cash flows.

The Company also guarantees debt owed to bank®foe of its consolidated subsidiaries. The maximmomunt guaranteed is $592 million,
and the outstanding debt under those guaranteddh vglrecorded within the short-term borrowingsl éang-term debt, net of current portion
components in the accompanying Consolidated Stateaié-inancial Position, is $423 million. Theseagantees expire in 2004 and 2005,
with the majority expiring in 2004.

The Company may provide up to $100 million in l@ararantees to support funding needs for SK Dis@lagporation, an unconsolidated
affiliate in which the Company has a 34% ownershiprest. As of December 31, 2003, the Companynbabeen required to guarantee any
of the SK Display Corporation's outstanding debt.



The Company issues indemnifications in certainainseés when it sells businesses and real estaté) #melordinary course of business with
its customers, suppliers, service providers anihless partners. Further, the Company indemnifgedirectors and officers who are, or were,
serving at Kodak's request in such capacitiesoHeslly, costs incurred to settle claims relatedhiese indemnifications have not been
material to the Company's financial position, resaf operations or cash flows. Additionally, tlaér fvalue of the indemnifications that the
Company issued during the year ended December08B, ®as not material to the Company's financialtjpws results of operations or cash
flows.

Due to improved performance in the global equitykats in 2003, partially offset by the decline lire tdiscount rates from December 31, 2
to December 31, 2003, the Company decreased itsadd minimum pension liability by $167 milliomd recorded a corresponding cred
the accumulated other comprehensive (loss) incamgonent of equity of $122 million, net of tax bétseof $45 million. The decrease in
the additional minimum pension liability of $167Ihein was recorded in the postretirement liabistiomponent on the Consolidated
Statement of Financial Position at December 313208e decrease in this component of $68 millimmfiDecember 31, 2002 to December
31, 2003 is primarily attributable to the decreimsine additional minimum pension liability and ttlecrease in the accrued pension benefit
liability, partially offset by the impact of foraeigexchange. The Company recorded the reductidmeidéferred income tax asset of $45
million in the other long-term assets componenhimithe Consolidated Statement of Financial Pasifidhe net increase in this component of
$326 million from December 31, 2002 to December2803 is partially attributable to the increasé¢hia prepaid pension asset, partially of
by the decrease in the deferred income tax asketinErease in the prepaid pension asset is ptinatiibutable to $47 million of pension
income generated from the U.S. pension plans i3 20@ the impact of foreign exchange.

During the fourth quarter of 2003, the Company fohdne of its non- U.S. defined benefit pensiompla the amount of approximately $18
million. The Company does not expect to have sigaift funding requirements relating to its defiteshefit pension plans in 2004.



Qualex, a wholly owned subsidiary of Kodak, ha®#%%wnership interest in Express Stop Financind=jE®&hich is a joint venture
partnership between Qualex and a subsidiary of @andit Corporation (DCC), a wholly owned subsigiaf Dana Corporation. Qualex
accounts for its investment in ESF under the equitgyhod of accounting. ESF provides a long-terrarf@ing solution to Qualex's
photofinishing customers in connection with Quald&asing of photofinishing equipment to third petas opposed to Qualex extending
long-term credit. As part of the operations ofpitetofinishing services, Qualex sells equipmenteuradsales-type lease arrangement and
records a long-term receivable. These long-termaivables are subsequently sold to ESF without neseoto Qualex and, therefore, these
receivables are removed from Qualex's books. E&ksndebt to finance the purchase of the receigdbden Qualex. This debt is
collateralized solely by the long-term receivalpaschased from Qualex and, in part, by a $60 miljoarantee from DCC. Qualex provides
no guarantee or collateral to ESF's creditors imegtion with the debt, and ESF's debt is non-nessoto Qualex. Qualex's only continued
involvement in connection with the sale of the ldagn receivables is the servicing of the relatgdigment under the leases. Qualex has
continued revenue streams in connection with thisgment through future sales of photofinishingsuomables, including paper and
chemicals, and maintenance.

Although the lessees' requirement to pay ESF uthgelease agreements is not contingent upon Quedléfliment of its servicing

obligations, under the agreement with ESF, Qualeulevbe responsible for any deficiency in the antafment not paid to ESF as a result of
any lessee's claim regarding maintenance or siggplyices not provided by Qualex. Such lease paygwotild be made in accordance with
the original lease terms, which generally extener@vto 7 years. To date, the Company has incumoeslich material claims, and Qualex ¢
not anticipate any significant situations wheredtuld be unable to fulfill its service obligationader the arrangement with ESF. ESF's
outstanding lease receivable amount was approxiynd367 million at December 31, 2003.



Effective July 22, 2003, ESF entered into an agergramending the Receivables Purchase Agreeme)(RMRich represents the financing
arrangement between ESF and its banks. Under teadad RPA agreement, maximum borrowings were lavieré&257 million. Total
outstanding borrowings under the RPA at Decembe2B03 were $248 million. The amended RPA extehdsugh July 2004, at which time
the RPA can be extended or terminated. If the RIefevterminated, ESF would need to find an altevedthancing solution for new
borrowings. Pursuant to the ESF partnership agreebsween Qualex and DCC, commencing October ®3,2Qualex no longer sells its
lease receivables to ESF. Qualex currently iszirilj the services of Imaging Financial Services,,la wholly owned subsidiary of General
Electric Capital Corporation, as an alternativefioing solution for prospective leasing activityhwiis customers.

At December 31, 2003, the Company had outstaneitgrs of credit totaling $121 million and suretnds in the amount of $113 million
primarily to ensure the completion of environmeméhediations and payment of possible casualtywarélers’ compensation claims.

As of December 31, 2003, the impact that our cohiid obligations are expected to have on our dipiand cash flow in future periods is as
follows:

(in millions)  Total 2004 2005 2006 2007 2008 2009+
Long-term debt $2,759 $457 $422 $507 $ 2 $283 $1,088
Operating lease

obligations 494 125 103 77 59 43 87
Purchase

obligations (1) 985 266 238 124 98 80 179
Total (2) $4,238 $848 $763 $708 $159 $406 $1,354

(1) Purchase obligations include agreements tohase goods or services that are enforceable aatlyldgnding on the Company and that
specify all significant terms, including: fixed prinimum quantities to be purchased; fixed, minimamvariable price provisions; and the
approximate timing of the transaction. Purchaséatibns exclude agreements that are cancelabfutipenalty.

(2) Funding requirements for the Company's majdindd benefit retirement plans and other postretast benefit plans are not included as
such amounts have not been determined. In 200&dhgpany made contributions to its major definedefi¢ retirement plans and other
postretirement benefit plans of $149 million ($2dlion relating to its U.S. defined benefit plares)d $248 million ($245 million relating to
its U.S. other postretirement benefits plan), respely. The Company expects to contribute appratety $5 million and $258 million,
respectively, to its U.S. defined benefit plans atiter postretirement benefit plans in 2004.



2002

The Company's cash and cash equivalents incredgddmillion during 2002 to $569 million at Decemli3dr, 2002. The increase resulted
primarily from $2,204 million of cash flows from emating activities, partially offset by $758 mili@f cash flows used in investing activities
and $1,331 million of cash used in financing atieg.

The net cash provided by operating activities g2®2 million for the year ended December 31, 20@2 partially attributable to (1) net
earnings of $770 million which, when adjusted fepteciation and amortization, and restructurings;@sset impairments and other charges,
provided $1,673 million of operating cash, (2) ardase in accounts receivable of $263 million a(8pcrease in inventories of $88 million,
(4) proceeds from the surrender of its Company-aliie insurance policies of $187 million, and &5) increase in liabilities excluding
borrowings of $29 million, related primarily to sFance payments for restructuring programs. Theamt used in investing activities of
$758 million was utilized primarily for capital eepditures of $577 million, investments in uncordated affiliates of $123 million, business
acquisitions of $72 million, of which $60 millioelated to the purchase of minority interests inn@rand India, and net purchases of
marketable securities of $13 million. These usesash were partially offset by proceeds from tHe s&properties of $27 million. The net
cash used in financing activities of $1,331 milliwas primarily the result of net debt repayment$587 million, dividend payments of $525
million and the repurchase of 7.4 million Kodak saheld by KRIP for $260 million. Of the $260 rioh expended, $205 million was
repurchased under the 1999 stock repurchase prograich is now completed. The balance of the amewpended of $55 million was
repurchased under the 2000 stock repurchase program

Net working capital, excluding sh-term borrowings, decreased to $474 million at Daoer 31, 2002 from $797 million at December 31,
2001. This decrease is primarily attributable toremease in accounts payable and other currdsitifies, an increase in accrued income
taxes, lower receivables and lower inventoriesigrtoffset by a higher cash balance.



On April 11, 2002, the Company's Board of Directideslared a semi- annual cash dividend of $.9GIpare on the outstanding common
stock of the Company. This dividend was paid o 16|, 2002 to shareholders of record at the clésrisiness on June 3, 2002. On October
10, 2002, the Company's Board of Director's dedlareemi- annual cash dividend of $.90 per shaté®outstanding common stock of the
Company. This dividend was paid to the shareholderscord at the close of business on Decembe2(R,.

Capital additions were $577 million in 2002, witletmajority of the spending supporting new produtianufacturing productivity and
quality improvements, infrastructure improvemeats] ongoing environmental and safety initiatives.

The cash outflows for severance and exit costscéged with the restructuring charges recordeddid22will be more than offset by the tax
savings associated with the restructuring actiprimarily due to the tax benefit of $46 million aéhg to the consolidation of its
photofinishing operations in Japan recorded irthirel quarter 2002 restructuring charge. During2G8e Company expended $220 million
against the related restructuring reserves, priynfi the payment of severance benefits, whicheaapstly attributable to the 2001
restructuring actions. The remaining severamtated actions associated with the total 200Xuestring charge were completed by the en
the first quarter of 2003, and the remaining saveggpayments of $6 million at December 31, 2008lv@imade by the end of 2004.
Employees whose positions were eliminated couldtétereceive severance payments for up to twosykdliowing their date of termination.

2001

Net cash provided by operating activities in 20GkswW2,206 million, as net earnings of $76 milliadjusted for depreciation a
amortization, and restructuring costs, asset impats and other charges, provided $1,408 millioopafrating cash. Also contributing to
operating cash was a decrease in receivables df ®#bon and a decrease in inventories of $468ioml This was partially offset by
decreases in liabilities, excluding borrowings$ai 1 million related primarily to severance payrsdot restructuring programs and
reductions in accounts payable and accrued bestefis. Net cash used in investing activities o8& million in 2001 was utilized primarily
for capital expenditures of $743 million, investrteim unconsolidated affiliates of $141 million,dalbusiness acquisitions of $306 million.
Net cash used in financing activities of $808 millin 2001 was primarily the result of stock refwages and dividend payments as discu
below.



The Company declared cash dividends per shareldfis.each of the first three quarters and $.8hénfourth quarter of 2001. Total cash
dividends of $643 million were paid in 2001. In Ger 2001, the Company's Board of Directors apgt@ehange in dividend policy from
quarterly dividend payments to semi-annual dividpagments. Dividends, when declared, will be paidie 10th business day of July and
December to shareholders of record on the firsinless day of the preceding month. These paymeesdatrve to better align the dividend
disbursements with the seasonal cash flow pattiettmrecousiness, which is more concentrated in dversd half of the year. This action
resulted in the Company making five dividend paytaém 2001.

Net working capital, excluding sh-term borrowings, decreased to $797 million frond®D million at year-end 2000. This decrease is
mainly attributable to lower receivable and inveptbalances, as discussed above.

Capital additions, excluding equipment purchasedease, were $680 million in 2001, with the majpof the spending supporting new
products, manufacturing productivity and qualitypimvements, infrastructure improvements, ongoingrenmental and safety initiatives,
and renovations due to relocations associatedregtiucturing actions taken in 1999.

Under the $2,000 million stock repurchase progranoanced on April 15, 1999, the Company repurch&dddmillion of its shares in 2001.
As of March 2, 2001, the Company suspended thd segprirchase program in a move designed to acteldedt reduction and increase
financial flexibility. At the time of the suspensi@f the program, the Company had repurchased =ijppately $1,800 million of its shares
under this program.

The net cash cost of the restructuring charge decbin 2001 was approximately $182 million aftes, tahich was recovered through cost
savings in less than two years. The severancestkbaitions associated with this charge were coeupley the end of the first quarter of 2003,
and the remaining severance payments of $6 milidbecember 31, 2003 will be made by the end 0#200



OTHER

Cash expenditures for pollution prevention and esastatment for the Company's current facilitiesenas follows:

(in millions) 2003 200 2 2001

Recurring costs for pollution

prevention and waste treatment $74 $6 7 $68

Capital expenditures for pollution

prevention and waste treatment 8 1 2 27

Site remediation costs 2 3 2
Total $84 $8 2 $97

At December 31, 2003 and 2002, the Company's ungliged accrued liabilities for environmental renagidn costs amounted to $141
million and $148 million, respectively. These amtsuare reported in other long-term liabilities lie accompanying Consolidated Statement
of Financial Position.

The Company is currently implementing a Correcthation Program required by the Resource Consematiwl Recovery Act (RCRA) at t
Kodak Park site in Rochester, NY. As part of thisggam, the Company has completed the RCRA Fadibgessment (RFA), a broad-based
environmental investigation of the site. The Comypigrcurrently in the process of completing, andame cases has completed, RCRA
Facility Investigations (RFI) and Corrective MeasuiStudies (CMS) for areas at the site. The prewstimate for future investigation and
remediation costs was reduced by $8 million forfdilewing reasons:

(1) approval of Final Corrective Measures for fowrestigation areas,

(2) approval for a single investigation approachtfe site's industrial sewers and building wasa¢ewcollection system, and (3) completion
with no further action approvals at seventeen Salaste Management Units. At December 31, 2003nastid future investigation and
remediation costs of $57 million are accrued fdg Hite and are included in the $141 million repdrin other long-term liabilities.

The Company has retained certain obligations feirenmental remediation and Superfund mattersedl#b certain sites associated with the
non-imaging health businesses sold in 1994. ACthm site, agreements reached with the Ohio Enwmiemtal Protection Agency in regard to
the calculation of clean-up levels, as well aslémg term viability of the facility as an industriite, allowed the previous estimate to be
reduced by $13 million. At December 31, 2003, eated future remediation costs of $35 million areraed for these sites and are include
the $141 million reported in other long-term lidtis.



The Company has obligations relating to two formanufacturing sites located outside of the UnitedeS. At December 31, 2003, estim:
future investigation, remediation and monitoringtsoof $20 million are accrued for these sitesamedncluded in the $141 million reported
in other long-term liabilities.

As a result of the ongoing monitoring and idenéifion process, the Company has identified seveitiadal operating sites with an estimated
future investigation, remediation and monitoringtoof $21 million. These costs are accrued andnataded in the $141 million reported in
other long-term liabilities.

Additionally, the Company has approximately $8 millaccrued in the $141 million reported in othmrd-term liabilities at December 31,
2003 for remediation relating to other facilitieghich are not material to the Company's financaifion, results of operations, cash flows or
competitive position.

Cash expenditures for the aforementioned investigatemediation and monitoring activities are etpd to be incurred over the next thirty
years for many of the sites. For these known enwirental exposures, the accrual reflects the Conmpdegt estimate of the amount it v

incur under the agreed-upon or proposed work plaims.Company's cost estimates were determined tsn8§STM Standard E 2137-01,
"Standard Guide for Estimating Monetary Costs aiatbilities for Environmental Matters," and have been reduced by possible recoveries
from third parties. The overall method includestise of a probabilistic model which forecasts ayeaof cost estimates for the remediation
required at individual sites. The projects are elpsnonitored and the models are reviewed as sigmf events occur or at least once per
The Company's estimate includes equipment and tipgieosts for remediation and long-term monitoraidghe sites. The Company does not
believe it is reasonably possible that the lossethie known exposures could exceed the curremtialschy material amounts.

A Consent Decree was signed in 1994 in settlemieatcovil complaint brought by the U.S. EnvironmainProtection Agency and the U.S.
Department of Justice. In connection with the Cah&ecree, the Company is subject to a Compliamtedule, under which the Company
has improved its waste characterization proceduigaded one of its incinerators, and is evalgadimd upgrading its industrial sewer
system. The total expenditures required to comphéseprogram are currently estimated to be appnakely $16 million over the next five
years. These expenditures are incurred as pataof pperations and, therefore, are not includatiénenvironmental accrual at December
2003.



The Company is presently designated as a potgntegponsible party (PRP) under the Comprehensmiréhmental Response,
Compensation, and Liability Act of 1980, as amenflbd Superfund Law), or under similar state lafosenvironmental assessment and
cleanup costs as the result of the Company's allagangements for disposal of hazardous substatdesr such active sites. With respec
each of these sites, the Company's liability isiméh. In addition, the Company has been identifisch PRP in connection with the non-
imaging health businesses in four active Supergite$. Numerous other PRPs have also been dedigatateese sites. Although the law
imposes joint and several liability on PRPs, thenPany's historical experience demonstrates thaethests are shared with other PRPs.
Settlements and costs paid by the Company in Superhatters to date have not been material. Fohsts are also not expected to be
material to the Company's financial position, resaof operations or cash flows.

The Clean Air Act Amendments were enacted in 18@enditures to comply with the Clean Air Act impilenting regulations issued to d
have not been material and have been primarilytaiaipi nature. In addition, future expendituresdaisting regulations, which are primarily
capital in nature, are not expected to be matdviahy of the regulations to be promulgated purst@this Act have not been issued.

Uncertainties associated with environmental rentexfiasontingencies are pervasive and often resultidle ranges of outcomes. Estimates
developed in the early stages of remediation can significantly. A finite estimate of cost doestmmrmally become fixed and determinable
at a specific time. Rather, the costs associatéddaemvironmental remediation become estimable avantinuum of events and activities that
help to frame and define a liability, and the Compeontinually updates its cost estimates. The Gomhas an ongoing monitoring and
identification process to assess how the activitiéth respect to the known exposures, are progrgsgainst the accrued cost estimates, as
well as to identify other potential remediatioresithat are presently unknown.

Estimates of the amount and timing of future co$wnvironmental remediation requirements are resrég imprecise because of the
continuing evolution of environmental laws and regary requirements, the availability and applioatof technology, the identification of
presently unknown remediation sites and the allopaif costs among the potentially responsibleipsrBased upon information presently
available, such future costs are not expectedve hanaterial effect on the Company's competitivBnancial position. However, such costs
could be material to results of operations in dipalar future quarter or year.



NEW ACCOUNTING PRONOUNCEMENTS

In January 2003, the FASB issued Interpretationdo(FIN 46), "Consolidation of Variable Interesitlies," an Interpretation of Accounti
Research Bulletin (ARB) No. 51, "Consolidated FiciahStatements." FIN 46 addresses the consolidétyobusiness enterprises of variable
interest entities (VIES) either: (1) that do novéaufficient equity investment at risk to pernhi¢ tentity to finance its activities without
additional subordinated financial support, or (pihich the equity investors lack an essential attaristic of a controlling financial interest.
In December 2003, the FASB completed deliberataimmoposed modifications to FIN 46 (Revised Intetations) resulting in multiple
effective dates based on the nature and creatienofidhe VIE. The Revised Interpretations musapplied to all VIEs no later than the end
of the first interim or annual reporting period argafter March 15, 2004. However, prior to theuieed application of the Revised
Interpretations, its provisions must be adoptethieyend of the first interim or annual reportingipé that ends after December 15, 2003 (for
the year ended December 31, 2003 for the CompanyjlEs considered to be special purpose enti#Es). SPEs for this provision inclL
any entity whose activities are primarily relatedsecuritizations or other forms of asset-backedrftings or single- lessee leasing
arrangements. The Company's only material SPE Becémber 31, 2003 was related to its equity imaest in ESF. Refer to Note 7,
"Investments," for the disclosures required unddr 46 on ESF. The Company is currently evaluatmgeffect that the adoption of FIN 46
for non-SPE VIEs created prior to February 1, 2@Bhave on its financial position, results of eggons and cash flows. The Company did
not have a material exposure to loss as of DeceBhe2003 in relation to any VIEs which it had ¢ezhor obtained an interest in after
January 31, 2003.

In April 2003, the FASB issued SFAS No. 149, "Ameraht of Statement 133 on Derivative Instrumentstdedging Activities." SFAS No.
149 amends and clarifies the accounting for ddkigahstruments, including certain derivative instrents embedded in other contracts, and
for hedging activities under SFAS No. 133, "Accangtfor Derivative Instruments and Hedging Actigiti" SFAS No. 149 is generally
effective for contracts entered into or modifieteaflune 30, 2003 and for hedging relationshipgydased after June 30, 2003. The adoption
of SFAS No. 149 did not have any impact on the Camy{s financial position, results of operationsash flows.

In May 2003, the FASB issued SFAS No. 150, "Accounfor Certain Financial Instruments with Charaistics of Both Liabilities and
Equity." SFAS No. 150 requires that certain finahaistruments, which under previous guidance wecerded as equity, be recorded as
liabilities. The financial instruments affected lumbe mandatorily redeemable stock, certain findno&ruments that require or may require
the issuer to buy back some of its shares in exgdhéor cash or other assets, and certain obligativat can be settled with shares of stock.
The Company adopted SFAS No. 150 on June 1, 20@8adoption of this statement did not have anycefia the Company's financial
position, results of operations or cash flows.



EITF Issue No. 03-05, "Applicability of AICPA Statent of Position (SOP) 97-2 to Non-Software Delimes in an Arrangement
Containing More-Than-Incidental Software," effeeti@eptember 30, 2003, states that, only softwatesaftware-related elements are in the
scope of SOP 97-2. The adoption of EITF No. 034@5ndt have a material impact on the Company'sififa position, results of operations
or cash flows.

In December 2003, the FASB issued a revision of SF. 132, "Employers' Disclosures about PensiodsGther Postretirement Benefits."
SFAS No. 132 requires that companies disclose méosemation about plan assets, benefit obligatimash flows, benefit costs and other
relevant information. Companies are required taldge plan assets by category and a descriptionve§tment policies, strategies and target
allocation percentages for these asset categ@ash flows must include projections of future béammfyments, and an estimate of
contributions to be made in the next year to fuedsion and other postretirement benefit plansdtfiteon, companies are required to discl
various elements of pension and other postretiréimemefit costs on a quarterly basis. Certain gioms of SFAS No. 132 were effective and
were implemented as of and for the year ended Deeef8i, 2003. Certain of the other provisions bleffective for quarterly and annual
periods beginning after December 15, 2003. Ref&die 17, "Retirement Plans,"” for these new disales.

In January 2004, the FASB issued FASB Staff Pasitie5P) No. 106-1, "Accounting and Disclosure Rezaents Related to the Medicare
Prescription Drug, Improvement and Modernization #éfc2003." FSP No. 106-1 allows the sponsor obstietirement health care plan that
provides a prescription drug benefit to make a time-election to defer accounting for the effedtthe Medicare Prescription Drug,
Improvement and Modernization Act of 2003 (the Adthe Act, which was signed into law in Decembed2(0ntroduces a prescription drug
benefit under Medicare as well as a federal subsidponsors of retiree health care benefit plaasgrovide a benefit that is at least
actuarially equivalent to Medicare. The guidancthie FSP is effective for interim or annual finastatements of fiscal years ending after
December 7, 2003. In accordance with FSP No. 1@BelCompany has elected to defer accounting feffects of the Act. Refer to Note
18, "Other Postretirement Benefits," for disclosurequired by FSP No. 106-1.



RISK FACTORS

Set forth below and elsewhere in this report anotlier documents that the Company files with theuSes and Exchange Commission are
risks and uncertainties that could cause the afitiale results of the Company to differ from thes@ressed or implied in the forward-
looking statements contained in this document ahdrgublic statements the Company makes. Addilipraecause of the following risks
and uncertainties, as well as other variables @iffgour operating results, the Company's pashfiied performance should not be considered
an indicator of future performance and investormushnot use historical trends to anticipate resoittrends in future periods.

Kodak recently announced plans to emphasize digitdinology to expand into a range of commerciali®sses in order to create a more
balanced and diversified business portfolio whdeederating the implementation of its existing tigproduct strategies in the consumer
markets. Kodak expects to incur restructuring césuig relation to these initiatives. The expecteddfits from these initiatives are subject to
many estimates and assumptions, including assungptegarding: (1) the amount and timing of costregsrand cash flow that Kodak can
achieve from its traditional consumer film and papasinesses; (2) the speed at which consumeiitteangom traditional photography to
digital photography occurs; (3) Kodak's abilitydevelop new digital businesses in its commerc@hsamer and health markets; (4) Kodak's
ability to identify and complete compatible strategcquisitions consistent with its growth timetlimed (5) the costs and timing of activities
undertaken in connection with these initiativesaditlition, these estimates and assumptions aredubjsignificant economic, competitive
and other uncertainties that are beyond Kodak'sr@oiif these assumptions are not realized, othir unforeseen events occur, Kodak's
results of operations could be adversely affeasdt may not be able to grow its business, anahility to compete could be negatively
affected.

Unanticipated delays in implementing certain pradiiategies (including digital products, categexpansion, digitization, and OLED
displays) could adversely affect Kodak's revenleslak's ability to successfully transition its eiig products and develop and deploy new
products requires that Kodak make accurate predistdf the product development schedule as welbhsnes, product mix, customer
demand, sales channels, and configuration. Theepsoaf developing new products and services is agnd often uncertain due to the
frequent introduction of new products that offepioved performance and pricing. Kodak may antigpmand and perceived market
acceptance that differs from the product's realeabstomer demand and revenue stream. Furthtre iface of intense industry competition,
any delay in the development, production or mangtif a new product could decrease any advantagakimay have to be the first or
among the first to market. Kodak's failure to carty a product rollout in the time frame anticimhsad in the quantities appropriate to
customer demand, or at all, could adversely affgare demand for Kodak's products and serviceshane an adverse effect on its business.



Kodak's ability to implement its intellectual prapelicensing strategies could also affect the Camys revenue and earnings. Kodak has
invested millions of dollars in technologies aneéd®to protect its intellectual property. The elishiment and enforcement of licensing
agreements provides a revenue stream in the fonoyafties that protects Kodak's ability to furttiemovate and help the marketplace grow.
Kodak's failure to properly manage the developnogits intellectual property could adversely afféot future of these patents and the me
opportunities that could result from the use of fhioperty. Kodak's failure to manage the costsaated with the pursuit of these licenses
could adversely affect the profitability of thegeecations.

In the event Kodak were unable to develop and imple& eeommerce strategies that are in alignment withrired toward industry standau
and services, the Company's business could besalyeaffected. The availability of software andhstards related to e- commerce strategies
is of an emerging nature. Kodak's ability to sustdly align with the industry standards and sezsiand ensure timely solutions requires the
Company to make accurate predictions of the fulerepted standards and services.

Kodak's completion of planned information systempgrades, including SAP, if delayed, could adverséigct its business. As Kodak
continues to expand the planned information sesyitee Company must continue to balance the invagtof the planned deployment with
the need to upgrade the vendor software. Kodalkisdao successfully upgrade to the vendapported version could result in risks to sys
availability, which could adversely affect the mess.

Kodak has recently completed various business saitiquis and intends to complete various other lssiracquisitions in the future,
particularly in its Health Imaging and Commercialdging segments, in order to strengthen and diyatsiportfolio of businesses. At the
same time, Kodak needs to streamline and simgfiraditional businesses, including its photofiitig) operations in the United States and
EAMER. In the event that Kodak fails to effectivehanage the portfolio of its more traditional besises while simultaneously integrating
these acquisitions, it could fail to obtain the esjed synergies and favorable impact of these sitiguis. Such a failure could cause Kodak to
lose market opportunities and experience a regugtdverse impact on its revenues and earnings.

In 2004, Kodak continues to focus on reductiomeEntories and capital expenditures, improvemen¢éeivable performance, and
improvement in manufacturing productivity.



Unanticipated delays in the Company's plans toigoatinventory reductions in 2004 could adversaipact Kodak's cash flow outlook.
Planned inventory reductions could be compromigesldwer sales that could result from continuedkglabal economic conditions.
Purchasers' uncertainty about the extent of thieagjleconomic downturn could result in lower deméordoroducts and services. In addition,
the competitive environment and the transitionigptal products and services could also place presson Kodak's sales and market shar
the event Kodak is unable to successfully managsetissues in a timely manner, they could advensgigct the planned inventory
reductions.

If Kodak exceeds its 2004 capital spending plais, fdctor could adversely impact the Company's éashoutlook. Further, if Kodak deems
it necessary to spend more on regulatory requiréarif unanticipated general maintenance obligetiarise that require more capital
spending than planned, the increased spending bawiel an adverse impact on Kodak's cash flow.

Unanticipated delays in the Company's plans toicoatthe improvement of its accounts receivabléectibn and to reduce the number of
days sales outstanding could also adversely intffadak's cash outlook. A continued weak economyasldw customer payment patterns.
In addition, competitive pressures in major segsemty cause the financial condition of certain oflgk's customers to deteriorate. These
same pressures may adversely affect the Compdforsseo shorten customer payment terms. Kodailiyato manage customer risk while
maintaining a competitive market share may adve@#tct continued accounts receivable improvenre2004.

Delays in Kodak's plans to improve manufacturingdpictivity and control costs of operations couldatévely impact the gross margins of
the Company. Kodak's failure to successfully mar@mgrational performance factors could delay otaiuplanned improvements in
manufacturing productivity. Accelerating digitaltstitution could result in lower volumes in thetfay than planned, which would also
negatively impact gross margins. If Kodak is unablsuccessfully negotiate raw material costs watlsuppliers, or incurs adverse pricing on
certain of its commodity-based raw materials, réidndn the gross margins could occur. Additionatiglays in the Company's execution of
increasing manufacturing capabilities for certdiit®products in some of its emerging marketstipalarly China where it is more cost
competitive, could adversely impact gross margins.

Kodak's planned improvement in supply chain efficig if delayed, could adversely affect its busiieg preventing shipments of certain
products to be made in their desired quantitiesiadtimely manner. The planned efficiencies cdagdcompromised if Kodak expands into
new markets with new applications that are noyfutiderstood or if the portfolio broadens beyorat eimticipated when the plans were
initiated. The unforeseen changes in manufactwapacity could also compromise the supply chaicieficies.



Competition remains intense in the imaging sectdahé photography, commercial and health segm@mntshe photography side, price
competition has been driven somewhat by consuro@nservative spending behaviors during times oéakwwvorld economy, international
tensions and the accompanying concern over watearmtism. On the health and commercial side, agive pricing tactics intensified in the
contract negotiations as competitors were vyingcfi@stomers and market share domestically. If theéng and programs are not sufficiently
competitive with those offered by Kodak's curremd duture competitors, Kodak may lose market sheagteersely affecting its revenue and
gross margins.

The impact of continuing customer consolidation baging power could have an adverse impact on Kedakenue, gross margins, and
earnings. In the competitive consumer retail emuinent, there is a movement from small individualyned retailers to larger and commo
known mass merchants. In the commercial environntkete is a continuing consolidation of variousugr purchasing organizations. The
resellers and distributors may elect to use supgptither than Kodak. Kodak's challenge is to siafoég negotiate contracts that provide the
most favorable conditions to the Company in the faicprice and aggressive competitors.

Kodak conducts business in developing markets @gtinomies that tend to be more volatile than tiodee United States and Western
Europe. The risk of doing business in developingkeis like China, India, Brazil, Argentina, Mexideussia and other economically volatile
areas could adversely affect Kodak's operationseandings. Such risks include the financial indiigbmong customers in these regions,
political instability and potential conflicts amodgveloping nations and other non-economic factoch as irregular trade flows that need to
be managed successfully with the help of the Igoakrnments. Kodak's failure to successfully maremmomic, political and other risks
relating to doing business in developing countaied economically and politically volatile areas lcbadversely affect its business.

Kodak, as a result of its global operating andrfziag activities, is exposed to changes in curraahange rates and interest rates, which
may adversely affect its results of operations famehcial position. Exchange rates and interegtsrat certain markets in which the Company
does business tend to be more volatile than thoeei United States and Western Europe. For exaimpéarly 2002, the United States dollar
was eliminated as Argentina's monetary benchmasulting in significant currency devaluation. Theam be no guarantees that the
economic situation in developing markets or elsewhéll not worsen, which could result in futurdesdts on earnings should such events
occur.



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

Certain statements in this report may be forwankilag in nature, or "forward-looking statements'dadined in the United States Private
Securities Litigation Reform Act of 1995. For exdmpeferences to the Company's revenue, casheigectations and future focused cost
reductions for 2004 are forward-looking statements.

Actual results may differ from those expressecdhplied in forward- looking statements. In additiamy forward-looking statements
represent the Company's estimates only as of tieetiday are made, and should not be relied upoeprssenting the Company's estimates as
of any subsequent date. While the Company may &lagbdate forward-looking statements at some poitite future, the Company
specifically disclaims any obligation to do so, evkits estimates change. The forward-lookingestagnts contained in this report are subject
to a number of factors and uncertainties, includivgsuccessful: implementation of the recentlyoameed digitally-oriented growth strategy,
including the related implementation of future fsed cost reductions; implementation of productagias (including digital products,
category expansion, digitization, and OLED dispjaiaplementation of intellectual property licengistrategies; development and
implementation of e-commerce strategies; completfanformation systems upgrades, including SAR,enterprise system software;
completion of various portfolio actions; reductiohinventories and capital expenditures; improveniemneceivables performance;
improvement in manufacturing productivity and teigues; improvement in supply chain efficiency; d@he development of the Company's
business in emerging markets like China, IndiazBrexico, and Russia. The forwaldeking statements contained in this report argesu

to the following additional factors and uncertagstiinherent unpredictability of currency fluctwaits and raw material costs; competitive
actions, including pricing; the nature and pacteohnology evolution, including the analog-to-digjitransition; continuing customer
consolidation and buying power; general economisjriess, geo-political and public health conditjarl other factors and uncertainties
disclosed herein and from time to time in the Conyfmother filings with the Securities and Excha@genmission, including but not limited
to the items discussed in "Risk Factors" as s¢h fior"Management's Discussion and Analysis of @@ Condition and Results of
Operations" in Item 7 of this report.

Any forward{ooking statements in this report should be eveldiat light of these important factors and uncettas as well as the risk fact
and other cautionary information contained herein.



MARKET PRICE DATA

2003 2002
Price per
share: High Low High Low
1st Quarter $41.08 $26.88 $ 34.30 $25.58
2nd Quarter 32.46 26.99 35.49 28.15
3rd Quarter 30.10 20.39 32.36 26.30
4th Quarter 25.83 20.43 38.48 25.60

SUMMARY OF OPERATING DATA

A summary of operating data for 2003 and for the fgears prior is shown on page 178.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The Company, as a result of its global operatirgjfarancing activities, is exposed to changes meifpn currency exchange rates, commaodity
prices, and interest rates, which may adversebchffs results of operations and financial positim seeking to minimize the risks associated
with such activities, the Company may enter intow@ive contracts.

Foreign currency forward contracts are used to @existing foreign currency denominated assetdiahitities, especially those of the
Company's International Treasury Center, as wdib@sasted foreign currency denominated intercomsales. Silver forward contracts are
used to mitigate the Company's risk to fluctuasitger prices. The Company's exposure to changegenrest rates results from its investing
and borrowing activities used to meet its liquidigeds. Long-term debt is generally used to findmeg-term investments, while short-term
debt is used to meet working capital requiremertie. Company does not utilize financial instrumédatgrading or other speculative
purposes.

Using a sensitivity analysis based on estimatedvidue of open forward contracts using availablevard rates, if the U.S. dollar had been
10% weaker at December 31, 2003 and 2002, thedhie of open forward contracts would have incrd&23 million and $13 million,
respectively. Such gains or losses would be sutisligroffset by losses or gains from the revaloator settlement of the underlying positic
hedged.

Using a sensitivity analysis based on estimatedvidue of open forward contracts using availabievard prices, if available forward silver
prices had been 10% lower at December 31, 2002008, the fair value of open forward contracts wicudve decreased $1 million and $4
million, respectively. Such losses in fair valdagalized, would be offset by lower costs of mautfiring silver-containing products.



The Company is exposed to interest rate risk piilgntarough its borrowing activities and, to a lesgxtent, through investments in
marketable securities. The Company may utilizedaimgs to fund its working capital and investmeeeds. The majority of short-term and
long-term borrowings are in fixed-rate instrumefisere is inherent rolbver risk for borrowings and marketable securitiethey mature at
are renewed at current market rates. The extahifisk is not predictable because of the valitgtnf future interest rates and business
financing requirements.

Using a sensitivity analysis based on estimatedvidue of short- term and long-term borrowingsavailable market interest rates had been
10% (about 43 basis points) higher at Decembe@Q3, the fair value of short-term and long-termrbw@ings would have decreased $2
million and $70 million, respectively. Using a sitivty analysis based on estimated fair valueladrs-term and long-term borrowings, if
available market interest rates had been 10% (adbbasis points) higher at December 31, 2002fain@alue of short-term and long-term
borrowings would have decreased $1 million and ®ilbon, respectively. The larger decrease in thie ¥alue of long-term borrowings in
2003 as compared with 2002 was entirely due tartrease in the amount of long-term borrowings essalt of the October 2003 issuances
of $500 million of 7.25% Senior Notes due 2013 &b@5 million of 3.375% Convertible Senior Notes @033.

The Company's financial instrument counterpartreshigh-quality investment or commercial banks vgignificant experience with such
instruments. The Company manages exposure to apanty credit risk by requiring specific minimumediit standards and diversification of
counterparties. The Company has procedures to arghi credit exposure amounts. The maximum ceegiibsure at December 31, 2003
was not significant to the Company.



ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
REPORT OF INDEPENDENT AUDITORS
To the Board of Directors and Shareholders of Eastfodak Company

In our opinion, the accompanying consolidated foialnstatements and financial statement schedstiedliin the index appearing under Item
15(a)(1) and (2) on page 182 of this Annual ReporEForm 10-K present fairly, in all material resggethe financial position of Eastman
Kodak Company (the Company) at December 31, 2082802, and the results of its operations andash ¢lows for each of the three years
in the period ended December 31, 2003, in confgrmith accounting principles generally acceptethia United States of America. These
financial statements and financial statement sdeeahe the responsibility of the Company's managenoair responsibility is to express an
opinion on these financial statements based omwdits. We conducted our audits of these stateniemiscordance with auditing standards
generally accepted in the United States of Amerxidach require that we plan and perform the awdilttain reasonable assurance about
whether the financial statements are free of malterisstatement. An audit includes examining, ¢@sa basis, evidence supporting the
amounts and disclosures in the financial statemasgessing the accounting principles used andfisamt estimates made by management,
and evaluating the overall financial statement gméstion. We believe that our audits provide agrable basis for our opinion.

As discussed in Note 1 to the consolidated findrst&ements, the Company adopted Statement ohé&imlaAccounting Standards No. 142,
"Goodwill and Other Intangible Assets," and No. 14¥ccounting for the Impairment or Disposal of Igshived Assets," on January 1, 2002.

PricewaterhouseCoopers LLP
Rochester, New York
February 10, 2004 except for Note 25, as to whiehdate is March 8, 2004



Eastman Kodak Company
CONSOLIDATED STATEMENT OF EARNINGS

For the Yea r Ended December 31,
(in millions, except per share
data)

2003 2002 2001
Net sales $13,317 3% 12,835  $13,229
Cost of goods sold 9,033 8,225 8,661

Gross profit 4,284 4,610 4,568

Selling, general and
administrative expenses 2,648 2,530 2,625
Research and development costs 781 762 779
Goodwill amortization - - 153
Restructuring costs and other 484 98 659

Earnings from continuing
operations before interest,
other charges, net, and

income taxes 371 1,220 352
Interest expense 148 173 219
Other charges, net 51 101 18
Earnings from continuing operations
before income taxes 172 946 115
(Benefit) provision for income
taxes (66) 153 34
Earnings from continuing operations $ 238 $ 793 $ 81

Earnings (loss) from discontinued

operations net of income tax

benefits of $13, $15

and $2, respectively $ 27 % 23) $ (5

NET EARNINGS $ 265 $ 770 $ 76

Basic and diluted net earnings
(loss) per share:

Continuing operations $ 83 % 272 $ .28
Discontinued operations .09 (.08) (.02)
Total $ 92 % 264 $ .26

Cash dividends per share $1.15$1.80 $ 2.21

The accompanying notes are an integral part oktheasolidated financial statements.



Eastman Kodak Company

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(in millions, except share and per

share data) At

2003
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 1,250
Receivables, net 2,389
Inventories, net 1,075
Deferred income taxes 610
Other current assets 131
Total current assets 5,455
Property, plant and equipment, net 5,094
Goodwill 1,384
Other long-term assets 2,885
TOTAL ASSETS $14,818

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES

The accompanying notes are an integral part oktheasolidated financial statements.

Accounts payable and other current

liabilities $ 3,707
Short-term borrowings 946
Accrued income taxes 654
Total current liabilities 5,307

Long-term debt, net of current portion 2,302

Postretirement liabilities 3,344
Other long-term liabilities 601
Total liabilities 11,554

Commitments and Contingencies (Note 11)

SHAREHOLDERS' EQUITY
Common stock, $2.50 par value;
950,000,000 shares authorized;
391,292,760 shares issued in 2003
and 2002; 286,580,671 and
285,933,179 shares outstanding
in 2003 and 2002 978
Additional paid in capital 850
Retained earnings 7,527

Accumulated other comprehensive loss (231)

Unearned restricted stock (8)

Treasury stock, at cost
104,712,089 shares in 2003 and
105,359,581 shares in 2002 5,852

Total shareholders' equity 3,264

TOTAL LIABILITIES AND

SHAREHOLDERS' EQUITY $14,818

December 31,
2002



Eastman Kodak Company
CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY

(in millions, except share and per share data)

Accumulated

Additional Other
Common Paid In Retained Comprehensive Treasury
Stock* Capital Earnings (Loss) Income Stock To tal
Shareholders' Equity December 31, 2000 $978 $871 $7,869 $(482) $(5,808) $3, 428
Net earnings - - 76 - - 76

Other comprehensive income (loss):
Unrealized losses on available-for-sale
securities ($34 million pre-tax) - - - (21) - (21)
Reclassification adjustment for gains
on available-for-sale securities
included in net earnings

($13 million pre-tax) - - - 8 - 8
Unrealized gain arising from
hedging activity ($6 million pre-tax) - - - 4 - 4

Reclassification adjustment for hedging
related losses included in net earnings

($48 million pre-tax) - - - 29 - 29

Currency translation adjustments - - - (98) - (98)

Minimum pension liability adjustment

($60 million pre-tax) - - - (37) - 37)

Other comprehensive loss - - - (115) - ( 115)
Comprehensive loss (39)

Cash dividends declared ($2.21 per common

share) - - (514) - - ( 514)
Treasury stock repurchased (947,670 shares) - - - - (41) (42)
Treasury stock issued under employee plans

(1,393,105 shares) - (25) - - 82 57
Tax reductions - employee plans - 3 - - - 3

Shareholders' Equity December 31, 2001 $978 $849 $7,431 $(597) $(5,767) $2, 894



Eastman Kodak Company
CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY Cond.

(in millions, except share and per share data)

Accumulated

Additional Other
Common Paid In Retained Comprehensive Treasury
Stock* Capital Earnings (Loss) Income Stock Tot

Shareholders' Equity December 31, 2001 $978 $849 $7,431 $(597) $(5,767) $2,8
Net earnings - - 770 - -7
Other comprehensive income (loss):

Unrealized gains on available-for-sale

securities ($11 million pre-tax) - - - 6 -

Unrealized loss arising from

hedging activity ($27 million pre-tax) - - - (29) - (

Reclassification adjustment for hedging

related losses included in net earnings

($24 million pre-tax) - - - 15 -

Currency translation adjustments - - - 218 - 2

Minimum pension liability adjustment

($577 million pre-tax) - - - (394) - 3

Other comprehensive loss - - - (a74) - @1
Comprehensive income 5
Cash dividends declared ($1.80 per common

share) - - (525) - - 6
Treasury stock repurchased (7,354,316

shares) - - - - (260) (2
Treasury stock issued under employee plans

(2,357,794 shares) - 1) (65) - 137
Tax reductions - employee plans - 1 - - -

Shareholders' Equity December 31, 2002 $978 $849 $7,611 $(771) $(5,890) $2,7

94

70

19)

25)
60)

71

77



Eastman Kodak Company

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY Cont.

(in millions, except share and per share data)

Common
Stock*
Shareholders' Equity December 31, 2002 $978

Net earnings -

Other comprehensive income (loss):
Unrealized gains on available-for-sale
securities ($18 million pre-tax) -
Unrealized loss arising from
hedging activity ($42 million pre-tax) -
Reclassification adjustment for hedging
related losses included in net earnings
($29 million pre-tax) -
Currency translation adjustments -
Minimum pension liability adjustment
($167 million pre-tax) -

Other comprehensive income -
Comprehensive income

Cash dividends declared ($1.15 per common
share) -

Treasury stock issued for stock option
exercises (337,940 shares) -

Unearned restricted stock issuances -
(309,552 shares)

Tax reductions - employee plans -

Shareholders' Equity December 31, 2003 $978

* There are 100 million shares of $10 par value pr
none of which have been issued.

The accompanying notes are an integral part of thes
statements.

Accumulated Unearned
Additional Other  Restrict-
Paid In Retained Comprehensive ed Treasur
Capital Earnings (Loss) Income Stock Stock
$849 $7,611 $(771) $- $(5,890

- 265 - - -
- - 11 - -

- - (25) - -

- - 19 - -

- - 43 - -
- - 122 - -
.. s - -
- (330) - - -
- (1o - -1
- 9) - | 17

eferred stock authorized,

e consolidated financial

(25)



Eastman Kodak Company
CONSOLIDATED STATEMENT OF CASH FLOWS

For the Ye ar Ended December 31,

(in millions) 2003

Cash flows from operating activities:

2002

2001

Net earnings $ 265 $ 770 $ 76
Adjustments to reconcile to net cash
provided by operating activities:
(Earnings) loss from discontinued
operations (27) 23 5
Equity in losses from unconsolidated
affiliates 52 105 84
Depreciation and goodwill amortization 830 818 917
Gain on sales of businesses/assets (112) (24) -
Purchased research and development 32 - -
Restructuring costs, asset impairments
and other charges 156 85 415
Benefit for deferred income taxes (14) (224) (41)
(Increase) decrease in receivables 9) 263 254
Decrease in inventories 128 88 465
Increase (decrease) in liabilities
excluding borrowings 94 29 (111)
Other items, net 130 285 149
Total adjustments 1,361 1,448 2,137
Net cash provided by continuing
operations 1,626 2,218 2,213
Net cash provided by (used in)
discontinued operations 19 (14) )
Net cash provided by operating
activities 1,645 2,204 2,206
Cash flows from investing activities:
Additions to properties (506) (577) (743)
Net proceeds from sales of
businesses/assets 26 27 -
Acquisitions, net of cash acquired  (697) (72) (306)
Investments in unconsolidated
affiliates (89) (123) (141)
Marketable securities - sales 86 88 54
Marketable securities - purchases 87) (101) (52)
Net cash used in investing
activities (1,267) (758) (1,188)
Cash flows from financing activities:
Net decrease in borrowings with
maturities of 90 days or less (574) (210) (695)
Proceeds from other borrowings 1,693 759 1,907
Repayment of other borrowings (531) (1,146) (1,355)
Dividends to shareholders (330) (525) (643)
Exercise of employee stock options 12 51 22
Stock repurchase programs - (260) (44)
Net cash provided by (used in)
financing activities 270 (1,331) (808)
Effect of exchange rate changes on cash 33 6 (8)
Net increase in cash and cash
equivalents 681 121 202
Cash and cash equivalents, beginning
of year 569 448 246
Cash and cash equivalents, end of year $1,250 $ 569 $ 448



Eastman Kodak Company
CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

SUPPLEMENTAL CASH FLOW INFORMATION
(in millions)

Cash paid for interest and income taxes was:

2003 2002 2001
Interest, net of portion capitalized
of $2, $3 and $12 $137 $173 $214
Income taxes 66 201 120

The following non-cash transactions are not refidéh the Consolidated Statement of Cash Flows:

2003 2002 2001
Minimum pension liability adjustment $122 $394 $37
Liabilities assumed in acquisitions 109 30 142
Issuance of restricted stock,
net of forfeitures 13 1 5
Issuance of stock related to
an acquisition - 25

The accompanying notes are an integral part oktheasolidated financial statements.



Eastman Kodak Company

NOTES TO FINANCIAL STATEMENTS

NOTE 1: SIGNIFICANT ACCOUNTING POLICIES
COMPANY OPERATIONS

Eastman Kodak Company (the Company or Kodak) isged primarily in developing, manufacturing, andkating traditional and digital
imaging products, services and solutions to conssintiee entertainment industry, professionals,theate providers and other customers.
Company's products are manufactured in a numbeswitries in North and South America, Europe, Aalgtrand Asia. The Company's
products are marketed and sold in many countriegitfhout the world.

BASIS OF CONSOLIDATION

The consolidated financial statements include tu®ants of Kodak and its majority owned subsidiamnpanies. Intercompany transactions
are eliminated and net earnings are reduced bgdh®n of the net earnings of subsidiaries applieao minority interests. The equity
method of accounting is used for joint ventures ianéstments in associated companies over whictaKdas significant influence, but does
not have effective control. Significant influensegienerally deemed to exist when the Company hasvaership interest in the voting stock
of the investee of between 20% and 50%, althouljrdactors, such as representation on the invedeard of Directors, voting rights and
the impact of commercial arrangements, are consitlier determining whether the equity method of aating is appropriate. The cost
method of accounting is used for investments inciviodak has less than a 20% ownership interedtit@Company does not have the
ability to exercise significant influence. Theseaatments are carried at cost and are adjustedanbther-than-temporary declines in fair
value. The carrying value of these investmentsg®rted in other long-term assets in the accompan@bnsolidated Statement of Financial
Position. The Company's equity in the net inconeklaases of these investments is reported in af@rges, net, in the accompanying
Consolidated Statement of Earnings. See Note vestiments," and Note 14, "Other Charges, Net."

USE OF ESTIMATES

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfiztttae reported amounts of assets and liatsliied disclosure of contingent assets
liabilities at year end, and the reported amouhtewenues and expenses during the reporting pehicial results could differ from those
estimates.



FOREIGN CURRENCY

For most subsidiaries and branches outside the thélocal currency is the functional currencyabitordance with the Statement of
Financial Accounting Standards (SFAS) No. 52, "ipreCurrency Translation," the financial statemeftthese subsidiaries and branche:
translated into U.S. dollars as follows: assetslenlities at year-end exchange rates; incompgeesges and cash flows at average exchange
rates; and shareholders' equity at historical exgbaates. For those subsidiaries for which thalloarrency is the functional currency, the
resulting translation adjustment is recorded asmaponent of accumulated other comprehensive indortie accompanying Consolidated
Statement of Financial Position. Translation adpestts are not tax-effected since they relate testments, which are permanent in nature.

For certain other subsidiaries and branches, dpasare conducted primarily in U.S. dollars, whigltherefore the functional currency.
Monetary assets and liabilities, and the relatedmae, expense, gain and loss accounts, of thesigricsubsidiaries and branches are
remeasured at year-end exchange rates. Non-morasiseys and liabilities, and the related reverxjgerese, gain and loss accounts, are
remeasured at historical rates. Adjustments whashlt from the remeasurement of the assets anitiebof these subsidiaries are included
in net income.

Foreign exchange gains and losses arising fronsacions denominated in a currency other thanuhetional currency of the entity involv
are included in net income. The effects of foragmency transactions, including related hedgirtygies, were losses of $11 million, $19
million, and $9 million in the years 2003, 2002d#001, respectively, and are included in othergds net, in the accompanying
Consolidated Statement of Earnings. Refer to theriV@tive Financial Instruments" section of Noté'Significant Accounting Policies," for
description of how hedging activities are reflectethe Company's Consolidated Statement of Easning

CONCENTRATION OF CREDIT RISK

Financial instruments that potentially subject @mmpany to significant concentrations of credik gensist principally of cash and cash
equivalents, receivables, foreign currency forwadtracts, commodity forward contracts and interatst swap arrangements. The Company
places its cash and cash equivalents with kjigdlity financial institutions and limits the amdwf credit exposure to any one institution. \
respect to receivables, such receivables arise $alas to numerous customers in a variety of imghgstmarkets, and geographies around the
world. Receivables arising from these sales aremgdy not collateralized. The Company performsaing credit evaluations of its
customers' financial conditions and no single austioaccounts for greater than 10% of the salelseo€Company. The Company maintains
reserves for potential credit losses and such $p&s¢he aggregate, have not exceeded manageregpgstations. With respect to the foreign
currency forward contracts, commodity forward caots and interest rate swap arrangements, thearpanties to these contracts are major
financial institutions. The Company has never eigmeed non-performance by any of its counterparties



Additionally, the Company guarantees debt and athégations with certain unconsolidated affiliatesd customers, which could potentially
subject the Company to significant concentratidngredit risk. However, with the exception of ther@pany's total debt guarantees for which
there is a concentration with one of Kodak's unobdated affiliate companies, these guaranteeserédanumerous customers in a variety of
industries, markets and geographies around thedwbhie Company does not believe that material paysneill be required under any of its
guarantee arrangements. See Note 12, "Guarantees."

CASH EQUIVALENTS
All highly liquid investments with a remaining maity of three months or less at date of purchasecansidered to be cash equivalents.
MARKETABLE SECURITIES AND NONCURRENT INVESTMENTS

The Company classifies its investment securitiesither held-to- maturity, available-for-sale ading. The Company's debt and equity
investment securities are classified as held-taintgtand available- for-sale, respectively. Heddrbaturity investments are carried at
amortized cost and available-for-sale securitiescarried at fair value, with the unrealized gaind losses reported in shareholders' equity
under the caption accumulated other comprehensoarie (loss). The Company records losses thatthee than temporary to earnings.

At December 31, 2003 and 2002, the Company had-stron investments classified as held-to-maturftgbl million and $9 million,
respectively. These investments were includedheroturrent assets in the accompanying Consolidatieément of Financial Position. In
addition, at December 31, 2003 and 2002, the Coynpad available-for- sale equity securities of $@llion and $24 million, respectively,
included in other long-term assets in the accomipan@onsolidated Statement of Financial Position.

INVENTORIES

Inventories are stated at the lower of cost or etarkhe cost of most inventories in the U.S. iedained by the "last-in, first-out” (LIFO)
method. The cost of all of the Company's remaiirivgntories in and outside the U.S. is determingthk "first-in, first-out" (FIFO) or
average cost method, which approximates curreitit the Company provides inventory reserves for excebsolete or slow-moving
inventory based on changes in customer demandataryy developments or other economic factors.



PROPERTIES

Properties are recorded at cost, net of accumutigprkeciation. The Company principally calculatepréciation expense using the straight-
line method over the assets' estimated useful,livegh are as follows:

Years
Buildings and building improvements 10-40
Machinery and equipment 3-20

Maintenance and repairs are charged to expense@saed. Upon sale or other disposition, the applie amounts of asset cost and
accumulated depreciation are removed from the addsa@nd the net amount, less proceeds from disgesaiarged or credited to income.

GOODWILL

Goodwill represents the excess of purchase priee the fair value of net assets acquired. Effecliaruary 1, 2002, the Company adoptec
provisions of SFAS No. 142, "Goodwill and Otheramgible Assets." In accordance with SFAS No. 14®dgvill is no longer amortized, but
is required to be assessed for impairment at fvasally. Under the transitional guidance of SFAS N42, the Company was required to
perform two steps, step one to test for a potemtiphirment of goodwill and, if potential lossesreéentified, step two to measure the
impairment loss. The Company completed step oiits first quarter ended March 31, 2002, and deteedhithat there were no such
impairments. Accordingly, the performance of st®p tvas not required.

The Company has elected to make September 30 thekimpairment assessment date for all of its ntapp units, and will perform
additional impairment tests when events or changescumstances occur that would more likely than reduce the fair value of the
reporting unit below its carrying amount. SFAS Nd2 defines a reporting unit as an operating segoresne level below an operating
segment. If the Company believes the carrying amofia reporting unit exceeds its fair value, th@any would record an impairment I

in earnings to the extent the carrying amount efrééporting unit's goodwill exceeded the fair vabfisuch goodwill. The Company estimates
the fair value of its reporting units through imtak analysis and external valuations, which utilim@me and market approaches through the
application of capitalized earnings, discountechdémsy and market comparable methods.



For the year ended December 31, 2001, goodwill eimadion was charged to earnings on a straightdiss over the period estimated to be
benefited, generally ten years. Earnings and egsrper share from continuing operations for the yeaed December 31, 2001, as adjusted
for the exclusion of goodwill amortization expensere as follows (in millions, except per share ants):

Year Ended Impact of
December 31, 2001 Exclusion of
---------------------- -~ Goodwill
As Reported As Adjust ed Amort. Exp.

Earnings from continuing

operations before income

taxes (as originally

reported) $ 115 $115 $ -
Adjustment for the

exclusion of goodwill

amortization - 153 153

Earnings from continuing
operations before income

taxes 115 268 153
Provision for income
taxes 34 58 24

Earnings from continuing
operations $ 81 $ 210 $ 129

Basic and diluted
earnings per share from
continuing operations $.28 $.72 $ .44

See Note 5, "Goodwill and Other Intangible Assets."



REVENUE

The Company's revenue transactions include saltwdbllowing:

products; equipment; software; services; equiprbantled with products and/or services; and integrablutions. The Company recognizes
revenue when realized or realizable and earnedshwhiwhen the following criteria are met: persuastvidence of an arrangement exists;
delivery has occurred; the sales price is fixedaierminable; and collectibility is reasonably asduAt the time revenue is recognized, the
Company provides for the estimated costs of waigarsind reduces revenue for estimated returns.

For product sales, the recognition criteria areegaity met when title and risk of loss have transfé from the Company to the buyer, which
may be upon shipment or upon delivery to the custasiie, based on contract terms or legal requingsria foreign jurisdictions. Service
revenues are recognized as such services are eehnder

For equipment sales, the recognition criteria @&megally met when the equipment is delivered asthlled at the customer site. Revenue is
recognized for equipment upon delivery as opposegbn installation when there is objective andldé evidence of fair value for the
installation, and the amount of revenue allocabléhé equipment is not legally contingent upondbeapletion of the installation. In instances
in which the agreement with the customer contaiogstomer acceptance clause, revenue is defertdédwustomer acceptance is obtained,
provided the customer acceptance clause is coesiderbe substantive. For certain agreements, dngp@ny does not consider these
customer acceptance clauses to be substantivedeettemiCompany can and does replicate the custneptance test environment and
performs the agreed upon product testing priohtprsent. In these instances, revenue is recogniped installation of the equipment.

Revenue for the sale of software licenses is reézedrwhen: (1) the Company enters into a legaihdirig arrangement with a customer for
the license of software; (2) the Company deliveesdoftware; (3) customer payment is deemed fixetbterminable and free of
contingencies or significant uncertainties; ando@l)ection from the customer is probable. If then@pany determines that collection of a fee
is not reasonably assured, the fee is deferredearmhue is recognized at the time collection becoreasonably assured, which is generally
upon receipt of payment. Software maintenance apgd@t revenue is recognized ratably over the tfthe related maintenance period.



The Company's transactions may involve the satgjaipment, software, and related services undetipfaielement arrangements. The
Company allocates revenue to the various elemexsscoon verifiable objective evidence of fair va(ifisoftware is not included or is
incidental to the transaction) or Kodak-specifigeztive evidence of fair value if software is indd and is other than incidental to the sales
transaction as a whole. Revenue allocated to awviéhil element is recognized when all other rexeracognition criteria are met for that
element.

Revenue from the sale of integrated solutions, ricludes transactions that require significatpiction, modification or customization of
software, is recognized in accordance with contmacbunting. Under contract accounting, revenuedsgnized by utilizing either the
percentage-of-completion or completed-contract oaktithe Company currently utilizes the completedt@ct method for all solution sales,
as sufficient history does not currently exist flowa the Company to accurately estimate total castsomplete these transactions. Revenue
from other long-term contracts, primarily governmeontracts, is generally recognized using the grgagye-of- completion method.

At the time revenue is recognized, the Company i@sords reductions to revenue for customer ingemqirograms in accordance with the
provisions of Emerging Issues Task Force (EITRyésNo. 01-09, "Accounting for Consideration Giveonfi a Vendor to a Customer
(Including a Reseller of the Vendor's Productsptisincentive programs include cash and volumeodists, price protection, promotional,
cooperative and other advertising allowances, aghans. For those incentives that require the esiim of sales volumes or redemption
rates, such as for volume rebates or coupons, ¢éhg&ny uses historical experience and internakastbmer data to estimate the sales
incentive at the time revenue is recognized.

In instances where the Company provides slottieg f& similar arrangements, this incentive is racag as a reduction in revenue when
payment is made to the customer (or at the tim&tirapany has incurred the obligation, if earlierjegs the Company receives an
identifiable benefit, in which case the incentiseécorded as an asset and is amortized as aimdattevenue over the term of the
arrangement. Arrangements in which the Companyivesan identifiable benefit include arrangemehét have enforceable exclusivity
provisions and those that provide a clawback promientitling the Company to a pro rata reimbursehifethe customer does not fulfill its
obligations under the contract.

The Company may offer customer financing to assistomers in their acquisition of Kodak's produptanarily in the area of on-site
photofinishing equipment. At the time a financingnsaction is consummated, which qualifies asesdgbe lease, the Company records
equipment revenue equal to the total lease reckeivedi of unearned income. Unearned income is rézed as finance income using the
effective interest method over the term of thededgases not qualifying as sales-type leasescamiated for as operating leases. The
Company recognizes revenue from operating leases @tcrual basis as the rental payments become due



The Company's sales of tangible products are theatass of revenues that exceeds 10% of totalalafeted net sales. All other sales clas
are individually less than 10%, and therefore, Hasen combined with the sales of tangible prodoctthe same line in accordance with
Regulation S-X.

RESEARCH AND DEVELOPMENT COSTS

Research and development (R&D) costs, which inctadgs in connection with new product developmiemtgamental and exploratory
research, process improvement, product use teogmaled product accreditation, are charged to ojpestn the period in which they are
incurred. In connection with a business combinatiba purchase price allocated to research andafewent projects that have not yet
reached technological feasibility and for whichai@rnative future use exists is charged to opamatin the period of acquisition.

ADVERTISING

Advertising costs are expensed as incurred andded in selling, general and administrative expgms¢he accompanying Consolidated
Statement of Earnings. Advertising expenses amduot&598 million, $632 million and $634 million #003, 2002 and 2001, respectively.

SHIPPING AND HANDLING COSTS

Amounts charged to customers and costs incurreddbZompany related to shipping and handling arkeided in net sales and cost of goods
sold, respectively, in accordance with EITF Isswe 00-10, "Accounting for Shipping and Handling Fesad Costs."

IMPAIRMENT OF LONG-LIVED ASSETS

Effective January 1, 2002, the Company adoptegtbeisions of SFAS No. 144, "Accounting for the lamment or Disposal of Long-Lived
Assets." Under the guidance of SFAS No. 144, the@my's current policy is substantially unchangedfits previous policy. The
Company reviews the carrying value of its long-tivassets, other than goodwill and purchased intémgssets with indefinite useful lives,
for impairment whenever events or changes in cigtances indicate that the carrying value may natebeverable. The Company assesses
the recoverability of the carrying value of longdd assets by first grouping its long-lived asséth other assets and liabilities at the lowest
level for which identifiable cash flows are largéhglependent of the cash flows of other assetdiabitities (the asset group) and, secondly,
by estimating the undiscounted future cash floves #ne directly associated with and that are expkitt arise from the use of and eventual
disposition of such asset group. The Company etrthe undiscounted cash flows over the remaingeful life of the primary asset within
the asset group. If the carrying value of the agsaip exceeds the estimated undiscounted cashb,ftthe Company records an impairment
charge to the extent the carrying value of the {lived asset exceeds its fair value. The Compagrdenes fair value through quoted market
prices in active markets or, if quoted market wiaee unavailable, through the performance of matiesinalyses of discounted cash flows or
external appraisals.



In connection with its assessment of recoverahiiftits long-lived assets and its ongoing strategidew of the business and its operations,
the Company continually reviews the remaining ulsiéfas of its long-lived assets. If this reviewdioates that the remaining useful life of the
long-lived asset has been reduced, the Compangtadhe depreciation on that asset to facilitallechst recovery over its revised estimated
remaining useful life.

DERIVATIVE FINANCIAL INSTRUMENTS

The Company accounts for derivative financial imstents in accordance with SFAS No. 133, "AccountorgDerivative Instruments and
Hedging Activities." All derivative instruments arecognized as either assets or liabilities andregasured at fair value. Certain derivatives
are designated and accounted for as hedges. Thpabgrdoes not use derivatives for trading or ofipexculative purposes.

The Company has cash flow hedges to manage foceigancy exchange risk, commodity price risk, artdriest rate risk related to forecas
transactions. The Company also uses foreign cuyriemeard contracts to offset currency-related aemin foreign currency denominated
assets and liabilities. These foreign currency &rdicontracts are not designated as accountingekeatyd all changes in fair value are
recognized in earnings in the period of change.

The fair value of foreign currency forward contsadesignated as hedges of forecasted foreign @yrdenominated intercompany sales is
reported in other current assets and/or currebilitias, and is recorded in other comprehensiwsine. When the related inventory is sold to
third parties, the hedge gains or losses as addbe of the intercompany sale are transferred fsthrar comprehensive income to cost of g«
sold.

The fair value of silver forward contracts desigbas hedges of forecasted worldwide silver puesh@sreported in other current assets
and/or current liabilities, and is recorded in otbemprehensive income. When the silver-contaipirgglucts are sold to third parties, the
hedge gains or losses as of the date of the pwafaaw silver are transferred from other compnsig income to cost of goods sold.

The fair value of the interest rate swap designated hedge of forecasted floating-rate interegieats is reported in current liabilities, and
is recorded in other comprehensive income. As éstegxpense is accrued, an amount equal to thexeatiife between the fixed and floating-
rate interest payments is transferred from othergrehensive income to interest expense.



ENVIRONMENTAL EXPENDITURES

Environmental expenditures that relate to currgrrations are expensed or capitalized, as apptepEapenditures that relate to an existing
condition caused by past operations and that dprmeide future benefits are expensed as incuedts that are capital in nature and that
provide future benefits are capitalized. Liabiktigre recorded when environmental assessmentsaale an the requirement for remedial
efforts is probable, and the costs can be reaspeatimated. The timing of accruing for these reiautioh liabilities is generally no later than
the completion of feasibility studies.

The Company has an ongoing monitoring and ideatifim process to assess how the activities, witheet to the known exposures, are
progressing against the accrued cost estimategelhas to identify other potential remediatioresithat are presently unknown.

INCOME TAXES

The Company accounts for income taxes in accordaitbeSFAS No. 109, "Accounting for Income TaxeEle asset and liability approach
underlying SFAS No. 109 requires the recognitiodeferred tax liabilities and assets for the expaétiture tax consequences of temporary
differences between the carrying amounts and tais lzdi the Company's assets and liabilities. Marmasge provides valuation allowances
against the net deferred tax asset for amountsatkatot considered more likely than not to beizedll

EARNINGS PER SHARE

Basic earnings-per-share computations are bas#tcomeighted-average number of shares of commak statstanding during the year.
Diluted earnings-per-share calculations reflectatsumed exercise and conversion of employee sfitakns that have an exercise price that
is below the average market price of the commoneshfar the respective periods.

The reconciliation between the denominator of theiband diluted earnings-per-share computatioas fsllows:

For the Yea r Ended December 31,
(in millions)

2003 2002 2001
Number of common shares used in
basic earnings per share 286.5 2915 290.6
Incremental shares from
assumed conversion of options 0.1 0.2 0.4

Number of common shares used in
diluted earnings per share 286.6 291.7 291.0




Options to purchase 35.9 million, 26.8 million at&17 million shares of common stock at weightegrage per share prices of $51.63, $5
and $61.30 for the years ended December 31, 2002, &1d 2001, respectively, were outstanding dufiegyears presented but were not
included in the computation of diluted earnings §igaire because the effect would be dittitive, meaning that the options' exercise priees
greater than the average market price of the conshares for the respective periods. Diluted eamp®y share for the year ended December
31, 2003 also excludes 18.5 million shares relaigde Company's Convertible Senior Notes, whichevigsued in October 2003 and are due
2033 because the contingencies surrounding theecsion features have not yet lapsed, and becaasffdct of issuing such shares woulc
anti-dilutive as of December 31, 2003.

STOCK-BASED COMPENSATION

The Company accounts for its employee stock ingerglans under Accounting Principles Board (APB)jr@m No. 25, "Accounting for
Stock Issued to Employees,” and the related inéémpions under Financial Accounting Standards BOaASB) Interpretation No. 44,
"Accounting for Certain Transactions Involving Std@ompensation.” Accordingly, no stock-based emgdogompensation cost is reflected
in net earnings for the years ended December 313,2ZD02 and 2001, as all options granted had arcise price equal to the market valus
the underlying common stock on the date of grant.

The Company has determined the pro forma net egsi{loss) and net earnings (loss) per share infiiomas if the fair value method of
SFAS No. 123, "Accounting for Stock-Based Compeosdthad been applied to its stock-based emplopeepensation. The pro forma
information is as follows:

(in millions, except per share data)

Year End ed December 31,
2003 2002 2001
Net earnings, as reported $265 $ 770 $ 76

Deduct: Total stock-based

employee compensation expense

determined under fair value

method for all awards, net

of related tax effects (16) (105) (79)

Pro forma net earnings (loss) $249 $ 665 $ (3)
Earnings (loss) per share:

Basic and diluted - as reported  $.92 $ 264 $ .26
Basic and diluted - pro forma $.87 $ 228 $(.01)



The total stock-based employee compensation ampengf related tax effects, for the year endedebdzer 31, 2002, of $105 million
includes a net of tax expense impact of $50 miltiggresenting the grant of approximately 16 milli@w options awarded on August 26,
2002 in relation to the voluntary stock option exicge program. These options were essentially @bted at the date of grant.

Additionally, the 2002 total stock-based employempensation expense amount of $105 million, nédxés, includes a net of tax expense
impact of $34 million representing the unamortizethpensation cost of the options that were carté@lleonnection with the 2002 volunte
stock option exchange program. See Note 20, "SBption and Compensation Plans."

The Black-Scholes option pricing model was useth Wit following weighted-average assumptions fdions issued in each year:

2000 Exchange
Plan Program
2003 2003
Risk-free interest rates 3.6% N/A
Expected option lives 7 years N/A
Expected volatilities 35% N/A
Expected dividend yields 3.89% N/A
2002 2002
Risk-free interest rates 3.8% 2.9%
Expected option lives 7 years 4 years
Expected volatilities 34% 37%
Expected dividend yields 5.76% 5.76%
2001 2001
Risk-free interest rates 4.2% N/A
Expected option lives 6 years N/A
Expected volatilities 34% N/A
Expected dividend yields 4.43% N/A

The weighted-average fair value of options grame2D03 was $7.70. The weighted-average fair vafugptions granted in 2002 was $8.22
for the 2000 Plan and $5.99 for the voluntary stogtion exchange program. The weighted-averagev&ire of options granted in 2001 was

$8.37.

For purposes of pro forma disclosures, the estidnfaie value of the options is amortized to compian expense over the options' vesting
period (1-3 years).



On February 18, 2004, the Company announced thall hegin expensing stock options starting Jaguar2005 using the fair value
recognition provisions of SFAS No. 123. The FASExpected to issue an exposure draft during 20@4img to a new accounting standard
that will require the expensing of stock optionkisThew accounting standard may become effectivéaomary 1, 2005, in which case the
Company will follow the stock option expensing sutef the new standard.

COMPREHENSIVE INCOME

SFAS No. 130, "Reporting Comprehensive Income dl#isthes standards for the reporting and displasoafprehensive income and its
components in financial statements. SFAS No. 180ires that all items required to be recognizedeuradcounting standards as components
of comprehensive income be reported in a finarst@tement with the same prominence as other finhstEtements. Comprehensive income
consists of net earnings, the net unrealized gaihssses on available-for-sale marketable seestiforeign currency translation adjustments,
minimum pension liability adjustments, and unreadizyains and losses on financial instruments quadjffor hedge accounting, and is
presented in the accompanying Consolidated Stateofi@hareholders' Equity in accordance with SFAS NBO.



SEGMENT REPORTING

The Company reports net sales, operating incoméno@me, and certain expense, asset and geogedjrficrmation about its reportable
segments. Reportable segments are components ©bthpany for which separate financial informatisravailable that is evaluated reguli
by the chief operating decision maker in decidiogvho allocate resources and in assessing perfae&or 2003, the Company has three
reportable segments (Photography, Health ImagimdjGommercial Imaging) and All Other. On August 2003, the Company announcec
organizational realignment, effective January 1)£Q@hat will change the current reportable segretracture. See Note 23, "Segment
Information," for a discussion of this change.

RECENTLY ISSUED ACCOUNTING STANDARDS

In January 2003, the FASB issued Interpretationdo(FIN 46), "Consolidation of Variable Interesitlies," an Interpretation of Accounti
Research Bulletin (ARB) No. 51, "Consolidated FiciahStatements." FIN 46 addresses the consoliddyobusiness enterprises of variable
interest entities (VIES) either: (1) that do novéaufficient equity investment at risk to pernhié tentity to finance its activities without
additional subordinated financial support, or (jihich the equity investors lack an essential attaristic of a controlling financial interest.
In December 2003, the FASB completed deliberataimmoposed modifications to FIN 46 (Revised Intetations) resulting in multiple
effective dates based on the nature and creati@nodidhe VIE. The Revised Interpretations musapplied to all VIEs no later than the end
of the first interim or annual reporting period amgafter March 15, 2004. However, prior to theuieed application of the Revised
Interpretations, its provisions must be adoptethieyend of the first interim or annual reportingipé that ends after December 15, 2003 (for
the year ended December 31, 2003 for the CompanyjlEs considered to be special purpose enti€Hs). SPEs for this provision inclt
any entity whose activities are primarily relatedsecuritizations or other forms of asset-backedrfcings or single- lessee leasing
arrangements. The Company's only material SPE Becémber 31, 2003 was related to its equity imaest in ESF. Refer to Note 7,
"Investments," for the disclosures required unddr 46 on ESF. The Company is currently evaluatmgeffect that the adoption of FIN 46
for non-SPE VIEs created prior to February 1, 2@@Bhave on its financial position, results of eggons and cash flows. The Company did
not have a material exposure to loss as of DeceBhez003 in relation to any VIEs that it had ceeldr obtained an interest in after January
31, 20083.

In April 2003, the FASB issued SFAS No. 149, "Ameraht of Statement 133 on Derivative Instrumentstdedging Activities." SFAS No.
149 amends and clarifies the accounting for ddkigahstruments, including certain derivative instrents embedded in other contracts, and
for hedging activities under SFAS No. 133, "Accangtfor Derivative Instruments and Hedging Actiggi" SFAS No. 149 is generally
effective for contracts entered into or modifieteaflune 30, 2003 and for hedging relationshipgydased after June 30, 2003. The adoption
of SFAS No. 149 did not have any impact on the Camy{s financial position, results of operationsash flows.



In May 2003, the FASB issued SFAS No. 150, "Accounfor Certain Financial Instruments with Charaistécs of Both Liabilities and
Equity." SFAS No. 150 requires that certain finahaistruments, which under previous guidance wecerded as equity, be recorded as
liabilities. The financial instruments affected lumbe mandatorily redeemable stock, certain findno&ruments that require or may require
the issuer to buy back some of its shares in exgdhéar cash or other assets, and certain obligativat can be settled with shares of stock.
The Company adopted SFAS No. 150 on June 1, 20@8adioption of this statement did not have anycefia the Company's financial
position, results of operations or cash flows.

EITF Issue No. 03-05, "Applicability of AICPA Staent of Position (SOP) 97-2 to Non-Software Delimes in an Arrangement
Containing More-Than-Incidental Software," effeeti@eptember 30, 2003, states that, only softwatesaftware-related elements are in the
scope of SOP 97-2. The adoption of EITF No. 034@5ndt have a material impact on the Company'sififa position, results of operations
or cash flows.

In December 2003, the FASB issued a revision of SIN. 132, "Employers' Disclosures about PensiodsGther Postretirement Benefits."
SFAS No. 132 requires that companies disclose émemation about plan assets, benefit obligatimash flows, benefit costs and other
relevant information. Companies are required toldge plan assets by category and a descriptionve§tment policies, strategies and target
allocation percentages for these asset categ@ash flows must include projections of future béarmmfyments, and an estimate of
contributions to be made in the next year to fuedgion and other postretirement benefit plansdtitsn, companies are required to discl
various elements of pension and other postretiréimemefit costs on a quarterly basis. Certain gions of SFAS No. 132 were effective and
were implemented as of and for the year ended Dleeef8i, 2003. Certain of the other provisions bleffective for quarterly and annual
periods beginning after December 15, 2003. Ref&di® 17, "Retirement Plans,"” for these new disales.

In January 2004, the FASB issued FASB Staff Pasitie5P) No. 106-1, "Accounting and Disclosure Regaents Related to the Medicare
Prescription Drug, Improvement and Modernization #ic2003." FSP No. 106-1 allows the sponsor obstietirement health care plan that
provides a prescription drug benefit to make a time-election to defer accounting for the effedtthe Medicare Prescription Drug,
Improvement and Modernization Act of 2003 (the Adthe Act, which was signed into law in Decembed2(ntroduces a prescription drug
benefit under Medicare as well as a federal subsidponsors of retiree health care benefit plaasgrovide a benefit that is at least
actuarially equivalent to Medicare. The guidancthis FSP is effective for interim or annual finastatements of fiscal years ending after
December 7, 2003. In accordance with FSP No. 1@6elCompany has elected to defer accounting feffects of the Act. Refer to Note
18, "Other Postretirement Benefits," for disclosurequired by FSP No. 106-1.



RECLASSIFICATIONS

Certain reclassifications have been made to tha pariods to conform to the 2003 presentation.

NOTE 2: RECEIVABLES, NET

(in millions) 2003 2002
Trade receivables $2,028 $1,896
Miscellaneous receivables 361 338

Total (net of allowances of $112 and $137) $2,389 $2,234

Of the total trade receivable amounts of $2,028aniland $1,896 million as of December 31, 2003 2002, respectively, approximately
$528 million and $371 million, respectively, argpegted to be settled through customer deductiohieurof cash payments. Such deductions
represent rebates owed to the customer and arelgatin accounts payable and other current ligdslin the accompanying Consolidated
Statement of Financial Position at each respetiftance sheet date.

NOTE 3: INVENTORIES, NET

(in millions) 2003 2002

At FIFO or average cost (approximates
current cost)

Finished goods $ 818 $ 831
Work in process 302 322
Raw materials 317 301
1,437 1,454

LIFO reserve (362) (392)

Total $1,075 $1,062

Inventories valued on the LIFO method are approtégal1% and 47% of total inventories in 2003 af@2 respectively. During 2003 and
2002, inventory usage resulted in liquidations Bf@ inventory quantities. In the aggregate, theseitories were carried at the lower costs
prevailing in prior years as compared with the adsturrent purchases. The effect of these LIFQidigtions was to reduce cost of goods sold
by $53 million and $31 million in 2003 and 2002spectively.

The Company reduces the carrying value of inveesaid a lower of cost or market basis for thosmstéhat are potentially excess, obsolet
slow-moving based on management's analysis of towgtevels and future sales forecasts. The Compéstyreduces the carrying value of
inventories whose net book value is in excess akataAggregate reductions in the carrying valuthwespect to inventories that were still
on hand at December 31, 2003 and 2002, and thatdezmed to be excess, obsolete, slow-moving bh#tha carrying value in excess of
market, were $75 million and $65 million, respeetjv



NOTE 4: PROPERTY, PLANT AND EQUIPMENT, NET

(in millions) 2003 2002
Land $ 116 $ 123
Buildings and building improvements 2,680 2,658
Machinery and equipment 10,211 10,182
Construction in progress 270 325

13,277 13,288

Accumulated depreciation (8,183) (7,868)

Net properties $ 5,094 $ 5,420

Depreciation expense was $830 million, $818 milkow $765 million for the years 2003, 2002 and 20€4pectively, of which
approximately $70 million, $19 million and $52 rolh, respectively, represented accelerated depi@tia connection with restructuring
actions.




NOTE 5: GOODWILL AND OTHER INTANGIBLE ASSETS

Effective January 1, 2002, the Company adoptegitbeisions of SFAS No. 142, "Goodwill and Otheramgible Assets," under which
goodwill is no longer amortized, but is requiredbtoassessed for impairment at least annually. @Giladlas $1,384 million and $981 million
at December 31, 2003 and 2002, respectively. Thagds in the carrying amount of goodwill by reploltssegment for 2003 and 2002 were
as follows:

Commer- Consol-

Photo- Health cial idated
(in millions) graphy Imaging Imaging Total
Balance at
December 31, 2001 $ 669 $ 169 $ 110 $ 948
Goodwill related to
acquisitions 19 1 6 26
Goodwill written off
related to disposals - - a7
@7
Finalization of purchase
accounting Q) 4 3 6
Currency translation
adjustments 15 2 1 18
Balance at
December 31, 2002 702 176 103 981
Goodwill related to
acquisitions 30 350 - 380

Goodwill written off

related to disposals/

divestitures (21) - (6)

(27)

Finalization of purchase

accounting 13 2) - 11
Currency translation

adjustments 17 15 7 39

Balance at
December 31, 2003 $741 $539 $104 $1,384

The aggregate amount of goodwill acquired during36f $380 million was attributable to $350 millifor the purchase of PracticeWorks
within the Health Imaging segment, $16 million the purchase of Applied Science Fiction within Bfetography segment and $14 million
related to additional acquisitions within the Plgsapphy segment. The $21 million of goodwill writteff in relation to disposals/divestitures
during 2003 for the Photography segment was atatida to the divesture of Consumer Imaging Ser\{€#S) in Germany.

The aggregate amount of goodwill acquired durin@g226f $26 million was attributable to acquisitichat are all individually immaterial. Ti
goodwill written off related to disposals duringd20of $17 million was attributable to the dispostiKodak Global Imaging, Inc. within the
Commercial Imaging segment. The $17 million chamgearnings relating to the write-off of goodwalincluded in the loss from
discontinued operations in the Consolidated Stat¢mfeEarnings. See Note 22, "Discontinued Openatio



The gross carrying amount and accumulated amddizly major intangible asset category for 2003 2002 were as follows:

(in millions) As of December 3 1, 2003
Gross Carrying  Acc umulated
Amount Amo rtization  Net
Technology-based $201 $76 $125
Customer-related 176 17 159
Other 14 4 10
Total $391 $97 $294
As of December 3 1, 2002
Gross Carrying  Acc umulated
Amount Amo rtization  Net
Technology-based $132 $58 $74
Customer-related 47 9 38
Other 8 2 6
Total $187 $69 $118

The aggregate amount of intangible assets acqdirgdg 2003 of $204 million was attributable to $1&illion for the purchase of
PracticeWorks as described in Note 21 "Acquisitjoaad $35 million related to additional acquisitiothat are all individually immaterial.

The aggregate amount of intangible assets acqdirgdg 2002 of $15 million was attributable to asifions that were all individually
immaterial.

Amortization expense related to intangible assets $28 million, $21 million and $15 million in 2003002 and 2001, respectively.

Estimated future amortization expense related tohased intangible assets at December 31, 20G3f@laws:

(in millions)
2004 $ 42
2005 40
2006 34
2007 30
2008 26
2009+ 122

Total $294




NOTE 6: OTHER LONG -TERM ASSETS

(in millions) 2003 2002

Prepaid pension costs $1,147 $ 988

Investments in unconsolidated

affiliates 426 382

Deferred income taxes 378 421

Intangible assets other than

goodwill 294 118

Non-current receivables 254 328

Miscellaneous other long-term assets 386 322
Total $2,885 $2,559

The miscellaneous component above consists of atfserellaneous long- term assets that, individualhg less than 5% of the Company's
total long-term assets, and therefore, have begreggted in accordance with Regulation S-X.

NOTE 7: INVESTMENTS
Equity Method -

At December 31, 2003, the Company's significanitgquethod investees and the Company's approximatership interest in each investee
were as follows:

Kodak Polychrome Graphics (KPG) 50%
Express Stop Financing (ESF) 50%
NexPress Solutions LLC 50%

SK Display Corporation 34%
Matsushita-Ultra Technologies

Battery Corporation 30%

At December 31, 2003 and 2002, the Company's equigstment in these unconsolidated affiliates $4k7 million and $381 million,
respectively, and is reported within other longrterssets in the accompanying Consolidated Statesfi€imancial Position. The Company
records its equity in the income or losses of thegestees and reports such amounts in other chiangg in the accompanying Consolidated
Statement of Earnings. See Note 14, "Other ChaNgts; These investments do not meet the Regul&idhsignificance test requiring the
inclusion of the separate investee financial statem

The Company sells graphics film and other prodteits equity affiliate, KPG. Sales to KPG for thears ended December 31, 2003, 2002
and 2001 amounted to $271 million, $315 million &3%0 million, respectively. These sales are regubirt the Consolidated Statement of
Earnings. The Company eliminates profits on thesessto the extent the inventory has not beenthotaigh to third parties, on the basis of
its 50% interest. At December 31, 2003 and 2002 uants due from KPG relating to these sales wemiitbon and $31 million, respectivel
and are reported in receivables, net in the accogipg Consolidated Statement of Financial Positésaditionally, the Company has
guaranteed certain debt obligations of KPG up ®0%hillion, which is included in the total guaraeséeamount of $363 million at December
31, 2003, as discussed in Note 12, "Guarantees."



Kodak sells certain of its long-term lease recei@alpelating to the sale of photofinishing equiptierESF without recourse to the Company.
Sales of long-term lease receivables to ESF wegpeoapnately $15 million, $9 million and $83 millian 2003, 2002 and 2001, respectively.
See Note 11, "Commitments and Contingencies."

As disclosed in Note 1, the provisions of FIN 4Gevapplied to ESF for the year ended December @13 Because ESF qualifies as a
variable interest entity (VIE) and meets the déifimi of a special purpose entity as defined in BBN The Company's wholly owned
subsidiary, Qualex, is not the primary beneficiaffeSF as determined in accordance with FIN 46 "retefore, is not required to consolic
ESF. ESF is an operating entity formed between &uahd Dana Credit Corporation in October 1993 twipe a long-term financing
solution to Qualex's photofinishing customers inreection with Qualex's leasing of photofinishingiganent to third parties, as opposed to
Qualex extending long-term credit (see Note 11 uti@ther Commitments and Contingencies"). Qualestimated maximum exposure to
loss as a result of its continuing involvement vii&F is $51 million as of December 31, 2003, wiischqual to the carrying value of Quale
investment balance in the entity. As of December2B03, the Company does not intend to nor is cdtachto fund any amounts to ESF in
the future, and there are no debt guarantees wideh Qualex could potentially be required to peridn relation to its investment in ESF.
The Company was not involved with any other erditleat would qualify as VIEs under the Revisedrjmtetations of FIN 46.

The Company also sells chemical products to its B@%ed equity affiliate, NexPress. These sales#etions are not material to the
Company's financial position, results of operationsash flows.

On March 8, 2004, the Company announced that itlgaeed with Heidelberger Druckmaschinen AG (Héided) to purchase Heidelberg's
50 percent interest in NexPress. Refer to Note 28hsequent Events,"” for further discussion of thichase.

Kodak has no other material activities with its iggmethod investees.
Cost Method -

The Company also has certain investments withthess a 20% ownership interest in various privataganies whereby the Company does
not have the ability to exercise significant infige. These investments are accounted for undeodtenethod. The remaining carrying value
of the Company's investments accounted for undecdst method at December 31, 2003 and 2002 ofrifién and $29 million,

respectively, is included in other long-term assethe accompanying Consolidated Statement ofrfgiad Position.



The Company recorded total charges for the yeatedeBecember 31, 2003 and 2002 of $7 million ar&lr$idlion, respectively, for other
than temporary impairments relating to certaint®strategic and non- strategic venture investmevritch were accounted for under the cost
method. There were no such charges incurred foygheended December 31, 2001. The strategic vemuestment impairment charges for
the years ended December 31, 2003 and 2002 of i8mand $27 million, respectively, were recordedelling, general and administrative
expenses in the accompanying Consolidated Statesh&atrnings. The non-strategic venture investnmapairment charges for the years
ended December 31, 2003 and 2002 of $4 milliongr&million, respectively, were recorded in othearges, net, in the accompanying
Consolidated Statement of Earnings. The charges ta&en in the respective periods in which thelalsbé evidence, including subsequent
financing rounds, independent valuations, and d#meors indicated that the underlying investmevgse permanently impaired.

NOTE 8: ACCOUNTS PAYABLE AND OTHER CURRENT LIABILIT IES

(in millions) 2003 2002

Accounts payable, trade $ 834 $ 720

Accrued advertising and promotional

expenses 738 574

Accrued employment-related liabilities 958 968

Other 1,177 1,089
Total $3,707 $3,351

The other component above consists of other mawetius current liabilities that, individually, dess than 5% of the total current liabilities
component within the Consolidated Statement of ke Position, and therefore, have been aggregatadcordance with Regulation S-X.

NOTE 9: SHORT-TERM BORROWINGS AND LONG-TERM DEBT
SHORT-TERM BORROWINGS

The Company's short-term borrowings at Decembe303 and 2002 were as follows:

(in millions) 2003 2002
Commercial paper $ 304 $ 837
Current portion of long-term debt 457 387
Short-term bank borrowings 185 218
Total $ 946 $1,442

The weighted-average interest rates for commepeipér outstanding at December 31, 2003 and 2002 2v85% and 1.97%, respectively.
The weighted-average interest rates for short-teank borrowings outstanding at December 31, 20032802 were 3.79% and 3.83%,
respectively.



LINES OF CREDIT

The Company has $2,225 million in committed revodvcredit facilities, which are available for geslerorporate purposes including the
support of the Company's commercial paper progfidra.credit facilities are comprised of the $1,000iom 364-day committed revolving
credit facility (364-Day Facility) expiring in Jul004 and a 5-year committed facility at $1,225iomlexpiring in July 2006 (5- Year
Facility). If unused, they have a commitment fe&4f5 million per year at the Company's currentli¢cn@ating of Baa3 and BBB- from
Moody's and Standard & Poors (S&P), respectiveiterest on amounts borrowed under these facilgiealculated at rates based on spreads
above certain reference rates and the Companylg caing. The Company issues letters of creditarrthe 5-Year Facility. As of December
31, 2003, there were $118 million of letters ofditeutstanding under the 5-Year Facility. The revdar of the 5-Year Facility and the 364-
Day Facility was unused at December 31, 2003. UtldeB64-Day Facility and 5-Year Facility, theraifinancial covenant that requires the
Company to maintain a debt to EBITDA

(earnings before interest, income taxes, depreciand amortization)

ratio of not greater than 3 to 1. In the eventiofation of the covenant, the facility would not &eailable for borrowing until the covenant
provisions were waived, amended or satisfied. The@any was in compliance with this covenant at Déwr 31, 2003. The Company does
not anticipate that a violation is likely to occur.

The Company has other committed and uncommitted lof credit at December 31, 2003 totaling $24Zaniland $1,722 million,
respectively. These lines primarily support bormgvheeds of the Company's subsidiaries, which decterm loans, overdraft coverage,
letters of credit and revolving credit lines. st rates and other terms of borrowing under thiess of credit vary from country to country,
depending on local market conditions. Total outditagn borrowings against these other committed arwonmitted lines of credit at
December 31, 2003 were $138 million and $316 mm|li@spectively. These outstanding borrowings eflected in the short- term
borrowings and longerm debt, net of current portion balances in t@apanying Consolidated Statement of Financiaitidosat Decembe
31, 2003.



Accounts Receivable Securitization Progran

In March 2002, the Company entered into an accawctsivable securitization program (the Progranmjictv provided the Company with
borrowings up to a maximum of $400 million. The gham, which is renewable annually subject to theklsaapproval, was renewed in
March 2003 with a maximum borrowing level of $250lion. Under the Program, the Company sells cartdiits domestic trade accounts
receivable without recourse to EK Funding LLC, adik wholly owned, consolidated, bankruptcy-remtiteited purpose, limited liability
corporation (EKFC). Kodak continues to service, adster and collect the receivables. A bank, actiedhe Program agent, purchases
undivided percentage ownership interests in theseivables on behalf of the conduit purchasers, awe a first priority security interest in
the related receivables pool. The receivables abblecember 31, 2003, representing the outstarmdifance of the gross accounts receivable
sold to EKFC, totaled approximately $585 milliors he Company has the right at any time durindPttegram to repurchase all of the then
outstanding purchased interests for a purchase pgual to the outstanding principal plus accreed fthe receivables remain on the
Company's Consolidated Statement of Financial Bosiand the proceeds from the sale of undividéer@sts are recorded as secured
borrowings.

As the Program is renewable annually subject td#rk's approval, the secured borrowings undePtbhgram are included in short-term
borrowings. At December 31, 2003, the Company lmduistanding secured borrowings under the Program.

The cost of the secured borrowings under the Pnogsaomprised of yield, liquidity, conduit, Prograand Program agent fees. The yield fee
is subject to a floating rate, based on the aveoédfge conduits' commercial paper rates. The thatge for these fees is recorded in interest
expense. Interest expense for the year ended Dexe8hb2003 in relation to the Program was not nadte

The Program agreement contains a number of cusyoroeaenants and termination events. Upon the oenag of a termination event, all
secured borrowings under the Program shall be imatedy due and payable. The Company was in compdiavith all such covenants at
December 31, 2003.



LONG-TERM DEBT

Long-term debt and related maturities and intenasts were as follows at December 31, 2003 and gaagillions):

Weighted- Amoun
Average Out-

t Weighted- Amount
Average Out-

Interest Stand - Interest Stand-
Country Type Maturity Rate  ing Rate ing
U.S. Termnote 2003 - % - 9.38% $ 144
U.S. Term note 2003 - - 7.36% 110

U.S. Term note 2004 1.72% * 200 - -
U.S. Term note 2005 1.73%* 100 -
U.S. Medium-term 2005 7.25% 200 7.25% 200

U.S. Medium-term 2006 6.38% 500 6.38% 500
U.S. Term note 2008 3.63% 249 - -
U.S. Termnote 2008 9.50% 34 9.50% 34
U.S. Term note 2013 7.25% 500 - -
U.S. Term note 2018 9.95% 3 9.95% 3
U.S. Termnote 2021 9.20% 10 9.20% 10
U.S. Convertible 2033 3.38% 575 - -
China Bankloans 2003 - - 5.49% 114
China Bankloans 2004 5.50% 225 5.58% 252
China Bankloans 2005 5.45% 106 5.53% 124
Qualex Term notes 2004-2008 5.53% 49 6.12% 44
Chile Bank loans 2004 - - 2.61% 10
Other 8 6
2,759 1,551

Current portion of long-term debt (457 ) (387)
Long-term debt, net of current portion $2,302 $1,164

* Represents debt with a variable interest rate.

Annual maturities (in millions) of long-term dehltstanding at December 31, 2003 are as follows7 $42004, $422 in 2005, $507 in 2006,
$2 in 2007, $283 in 2008, and $1,088 in 2009 arybie.

In May 2003, the Company issued Series A fixed nates and Series A floating rate notes undehés existing debt shelf registration
totaling $250 million and $300 million, respectiyeas follows:

(in millions)
Annual
Interest
Type Principal Rate M aturity
Series A
fixed rate $250 3.625% Ma y 2008
3-month
Series A LIBOR plus
floating rate 200 0.55% No vember 2004
3-month
Series A LIBOR plus
floating rate 100 0.55% No vember 2005

Total $550



Interest on the notes will be paid quarterly, drel@ompany may not redeem or repay these noteastpriloeir stated maturities. After these
issuances, the Company had $650 million of remginmsold debt securities under its then existirtg dhelf registration.

On September 5, 2003, the Company filed a sheitragion statement on Form S-3 (the new debt shgiftration) for the issuance of up to
$2,000 million of new debt securities. The new d#slf registration became effective on Septembe@03. Pursuant to Rule 429 under the
Securities Act of 1933, $650 million of remainingsold debt securities were included in the new dhbtf registration, giving the Company
the ability to issue up to $2,650 million in pubdiebt.

On October 10, 2003, the Company completed theinffend sale of $500 million aggregate princigabant of Senior Notes due 2013 (the
Notes), which was made pursuant to the Companyisdedt shelf registration. Interest on the Notels adgcrue at the rate of 7.25% ¢

annum and is payable semiannually. The Notes d@reedeemable at the Company's option or repayahteanption of any holder prior to
maturity. The Notes are unsecured and unsubordiredtigations, and rank equally with all of the Qmany's other unsecured and
unsubordinated indebtedness. After issuance ddlibge debt, the Company has $2,150 million of abdity remaining under the new debt
shelf registration.

Concurrent with the offering and sale of the NotesOctober 10, 2003, the Company completed thagriplacement of $575 million
aggregate principal amount of Convertible SenioteNalue 2033 (the Convertible Securities) to gealiinstitutional buyers pursuant to Rule
144A under the Securities Act of 1933. Interestt@nConvertible Securities will accrue at the K&t8.375% per annum and is payable
semiannually. The Convertible Securities are unsetand rank equally with all of the Company's ptivesecured and unsubordinated
indebtedness.

As a condition of the private placement, the Comypagreed to initially file within 90 days and ma&kective within 180 days after the
earliest date of original issuance of the Convestecurities, a shelf registration statement uttieSecurities Act of 1933 relating to the
resale of the Convertible Securities and the comstock to be issued upon conversion of the Corblerecurities pursuant to a registration
rights agreement. The Company filed this shelfstegtion statement on January 6, 2004, and madteitive on February 6, 2004.



The Convertible Securities contain a number of eosion features that include substantive continigsnd@he Convertible Securities are
convertible by the holders at an initial conversiate of 32.2373 shares of the Company's commak $60 each $1,000 principal amount of
the Convertible Securities, which is equal to atiahconversion price of $31.02 per share. Thalbod may convert their Convertible
Securities, in whole or in part, into shares of @@mpany's common stock under any of the followgingumstances: (1) during any calendar
quarter, if the price of the Company's common steakeater than or equal to 120% of the applicableversion price for at least 20 trading
days during a 30 consecutive trading day periodngnon the last trading day of the previous calemgerter; (2) during any five consecutive
trading day period following any 10 consecutiveling day period in which the trading price of then@ertible Securities for each day of s
period is less than 105% of the conversion valod,the conversion value for each day of such pesiasl less than 95% of the principal
amount of the Convertible Securities (the ParitguSk); (3) if the Company has called the Convert8#curities for redemption; (4) upon the
occurrence of specified corporate transactions aschnconsolidation, merger or binding share exphanirsuant to which the Company's
common stock would be converted into cash, propargecurities; and (5) if the credit rating assigjto the Convertible Securities by either
Moody's or S&P is lower than Ba2 or BB, respectiy@thich represents a three notch downgrade franCthmpany's current standing, or if
the Convertible Securities are no longer ratedtbgast one of these services or their succes#wsJredit Rating Clause).

The Company may redeem some or all of the Conver8bcurities at any time on or after October TB,(at a purchase price equal to 100%
of the principal amount of the Convertible Secestplus any accrued and unpaid interest. Uponl focabdemption by the Company, a
conversion trigger is met whereby the holder ohe®it,000 Convertible Senior Note may convert suate to shares of the Company's
common stock.

The holders have the right to require the Comparmutrchase their Convertible Securities for cash @mirchase price equal to 100% of the
principal amount of the Convertible Securities phmy accrued and unpaid interest on October 15),20¢&tober 15, 2013, October 15, 2018,
October 15, 2023 and October 15, 2028, or upomdamnental change as described in the offering mamdoim filed under Rule 144A in
conjunction with the private placement of the Catitaée Securities. As of December 31, 2003, the @any reserved 18,536,447 shares in
treasury stock to cover potential future conversiohthese Convertible Securities into common stock



Certain of the conversion features contained inGbevertible Securities are deemed to be embededatives as defined under SFAS No.
133, "Accounting for Derivative Instruments and igea) Activities." These embedded derivatives ineldlde Parity Clause, the Credit Rat
Clause, and any specified corporate transactiosidribf the Company's control such as a hostileaadr. Based on an external valuation,
these embedded derivatives were not material t&€tmepany's financial position, results of operation cash flows. In addition, as the
contingencies surrounding the conversion featuresabstantive, the shares to be potentially issped triggering a conversion event, along
with the interest expense incurred on the ConMertiecurities, will be excluded from the earnings ghare calculation until such time as a
contingency lapses and the effect of issuing shehes is dilutive. If and when a contingency lapsas the effect of issuing such shares is
dilutive, then the shares issued would be includdgtie denominator of the earnings per share calicul, and the interest expense incurred on
the Convertible Securities would be excluded fromnumerator of the earnings per share calcul&tiotihe respective period.

NOTE 10: OTHER LONG-TERM LIABILITIES

(in millions) 200 3 2002
Deferred compensation $ 16 4 $ 160
Environmental liabilities 14 1 148
Deferred income taxes 8 1 52
Minority interest in Kodak companies 4 5 70
Other 17 0 209
Total $ 60 1 $ 639

The other component above consists of other mawetius long-term liabilities that, individuallyedess than 5% of the total liabilities

component in the accompanying Consolidated Stateafdrinancial Position, and therefore, have baggregated in accordance with
Regulation S-X.

NOTE 11: COMMITMENTS AND CONTINGENCIES

Environmental

Cash expenditures for pollution prevention and esastatment for the Company's current facilitiesenas follows:

(in millions) 2003 200 2 2001

Recurring costs for

pollution prevention and waste

treatment $74 $6 7 $68
Capital expenditures for pollution

prevention and waste

treatment 8 1 2 27
Site remediation costs 2 3 2
Total $84 $8 2 $97



At December 31, 2003 and 2002, the Company's ungliged accrued liabilities for environmental renagidn costs amounted to $141
million and $148 million, respectively. These amtsuare reported in the other long-term liabiliieshe accompanying Consolidated
Statement of Financial Position.

The Company is currently implementing a Correctheéion Program required by the Resource Consematial Recovery Act (RCRA) at t
Kodak Park site in Rochester, NY. As part of thisggam, the Company has completed the RCRA Fadibgessment (RFA), a broad-based
environmental investigation of the site. The Comypigrcurrently in the process of completing, andame cases has completed, RCRA
Facility Investigations (RFI) and Corrective MeasStudies (CMS) for areas at the site. The prevéstimate for future investigation and
remediation costs was reduced by $8 million forfdilewing reasons:

(1) approval of Final Corrective Measures for fowrestigation areas,

(2) approval for a single investigation approadhtfie site's industrial sewers and building wastéewcollection system, and (3) completion
with no further action approvals at seventeen SMaste Management Units. At December 31, 2003nastid future investigation and
remediation costs of $57 million are accrued fg Hite and are included in the $141 million repdrin other long-term liabilities.

The Company has retained certain obligations feirenmental remediation and Superfund mattersedl&b certain sites associated with the
non-imaging health businesses sold in 1994. ACthm site, agreements reached with the Ohio Enwmemtal Protection Agency in regard to
the calculation of clean-up levels, as well asltmg term viability of the facility as an industriite, allowed the previous estimate to be
reduced by $13 million. At December 31, 2003, eated future remediation costs of $35 million areraed for these sites and are include
the $141 million reported in other long-term lidtigs.

The Company has obligations relating to two formanufacturing sites located outside of the UnitedeS. At December 31, 2003, estim:
future investigation, remediation and monitoringtsoof $20 million are accrued for these sitesamedncluded in the $141 million reported
in other long-term liabilities.

As a result of the ongoing monitoring and idenéfion process, the Company has identified seveitiadal operating sites with an estimated
future investigation, remediation and monitoringtcof $21 million. These costs are accrued andided in the $141 million reported in otl
long-term liabilities.



Additionally, the Company has approximately $8 millaccrued in the $141 million reported in othmrd-term liabilities at December 31,
2003 for remediation relating to other faciliti@ghich are not material to the Company's financ@ifion, results of operations, cash flows or
competitive position.

Cash expenditures for the aforementioned investigatemediation and monitoring activities are etpd to be incurred over the next thirty
years for many of the sites. For these known enwirental exposures, the accrual reflects the Con'péegt estimate of the amount it v

incur under the agreed-upon or proposed work pleims.Company's cost estimates were determined tsn8§STM Standard E 2137-01,
"Standard Guide for Estimating Monetary Costs aiatilities for Environmental Matters," and have been reduced by possible recoveries
from third parties. The overall method includestise of a probabilistic model which forecasts ajeaof cost estimates for the remediation
required at individual sites. The projects are elpsnonitored and the models are reviewed as sigmf events occur or at least once per
The Company's estimate includes equipment and tpgreosts for remediation and long-term monitoraidghe sites. The Company does not
believe it is reasonably possible that the loseegiie known exposures could exceed the curremualscby material amounts.

A Consent Decree was signed in 1994 in settlemieatcovil complaint brought by the U.S. EnvironmainProtection Agency and the U.S.
Department of Justice. In connection with the Cah&ecree, the Company is subject to a Compliamtedule, under which the Company
has improved its waste characterization proceduigaded one of its incinerators, and is evalgadimd upgrading its industrial sewer
system. The total expenditures required to complgseprogram are currently estimated to be appnakely $16 million over the next five
years. These expenditures are incurred as pataof pperations and, therefore, are not includatiénenvironmental accrual at December
2003.

The Company is presently designated as a potgntegdponsible party (PRP) under the Comprehensmiréhmental Response,
Compensation, and Liability Act of 1980, as amenflbd Superfund Law), or under similar state lafwsenvironmental assessment and
cleanup costs as the result of the Company's alagangements for disposal of hazardous substadesr such active sites. With respec
each of these sites, the Company's liability isimét. In addition, the Company has been identifisch PRP in connection with the non-
imaging health businesses in four active Supergite$. Numerous other PRPs have also been dedigatateese sites. Although the law
imposes joint and several liability on PRPs, thenPany's historical experience demonstrates thaethests are shared with other PRPs.
Settlements and costs paid by the Company in Supeérhatters to date have not been material. Fgtsts are also not expected to be
material to the Company's financial position, resaf operations or cash flows.



The Clean Air Act Amendments were enacted in 18penditures to comply with the Clean Air Act impienting regulations issued to d
have not been material and have been primarilytaiapi nature. In addition, future expendituresédarsting regulations, which are primarily
capital in nature, are not expected to be matdviahy of the regulations to be promulgated purstaiiis Act have not been issued.

Uncertainties associated with environmental rentexfiacontingencies are pervasive and often resultide ranges of outcomes. Estimates
developed in the early stages of remediation cay significantly. A finite estimate of cost doestmmrmally become fixed and determinable
at a specific time. Rather, the costs associatédevivironmental remediation become estimable avantinuum of events and activities that
help to frame and define a liability, and the Compaontinually updates its cost estimates. The Gomhas an ongoing monitoring and
identification process to assess how the activitiéth respect to the known exposures, are progrgssgjainst the accrued cost estimates, as
well as to identify other potential remediatioresithat are presently unknown.

Estimates of the amount and timing of future co$tsnvironmental remediation requirements are resgég imprecise because of the
continuing evolution of environmental laws and degory requirements, the availability and applicatdf technology, the identification of
presently unknown remediation sites and the allooaif costs among the potentially responsibleigsrBased upon information presently
available, such future costs are not expectedye hanaterial effect on the Company's competitivinancial position. However, such costs
could be material to results of operations in dipalar future quarter or year.

Other Commitments and Contingencies

The Company has entered into agreements with des@rganies, which provide Kodak with products aedvices to be used in its normal
operations. The minimum payments for these agretsaea approximately $266 million in 2004, $238limil in 2005, $124 million in 2006,
$98 million in 2007, $80 million in 2008 and $17%Imn in 2009 and thereafter.



Qualex, a wholly owned subsidiary of Kodak, ha®#%%wnership interest in Express Stop Financind=jE®&hich is a joint venture
partnership between Qualex and a subsidiary of @andit Corporation (DCC), a wholly owned subsigiaf Dana Corporation. Qualex
accounts for its investment in ESF under the equitgyhod of accounting. ESF provides a long-terrarf@ing solution to Qualex's
photofinishing customers in connection with Quald&asing of photofinishing equipment to third petas opposed to Qualex extending
long-term credit. As part of the operations ofpitetofinishing services, Qualex sells equipmenteuradsales-type lease arrangement and
records a long-term receivable. These long-termaivables are subsequently sold to ESF without neseoto Qualex and, therefore, these
receivables are removed from Qualex's books. E&ksndebt to finance the purchase of the receigdbden Qualex. This debt is
collateralized solely by the long-term receivalpaschased from Qualex, and in part, by a $60 miljoarantee from DCC. Qualex provides
no guarantee or collateral to ESF's creditors imegtion with the debt, and ESF's debt is non-nessoto Qualex. Qualex's only continued
involvement in connection with the sale of the ldagn receivables is the servicing of the relatgdigment under the leases. Qualex has
continued revenue streams in connection with thisgment through future sales of photofinishingsuomables, including paper and
chemicals, and maintenance.

Although the lessees' requirement to pay ESF uthgelease agreements is not contingent upon Quedléfliment of its servicing

obligations, under the agreement with ESF, Qualeulevbe responsible for any deficiency in the antafment not paid to ESF as a result of
any lessee's claim regarding maintenance or siggplyices not provided by Qualex. Such lease paygwotild be made in accordance with
the original lease terms, which generally extener@vto 7 years. To date, the Company has incumoeslich material claims, and Qualex ¢
not anticipate any significant situations wheredtuld be unable to fulfill its service obligationader the arrangement with ESF. ESF's
outstanding lease receivable amount was approxiynd367 million at December 31, 2003.

Effective July 22, 2003, ESF entered into an areamgnt amending the Receivables Purchase AgreeRBAY)( which represents the
financing arrangement between ESF and the banldeithe amended RPA agreement, maximum borrowirege lewered to $257 million.
Total outstanding borrowings under the RPA at Ddmam31, 2003 were $248 million. The amended RP&rad through July 2004, at wh
time the RPA can be extended or terminated. IRRA& were terminated, ESF would need to find anaétéve financing solution for new
borrowings. Pursuant to the ESF partnership agraebsween Qualex and DCC, commencing October &3,2Qualex no longer sells its
lease receivables to ESF. Qualex currently iszirilj the services of Imaging Financial Services,,la wholly owned subsidiary of General
Electric Capital Corporation, as an alternativefioing solution for prospective leasing activityhwits customers.



At December 31, 2003, the Company had outstaneiters of credit totaling $121 million and suretnids in the amount of $113 million
primarily to ensure the completion of environmeméhediations and payment of possible casualtywarélers’ compensation claims.

Rental expense, net of minor sublease income, aredua $159 million in 2003, $158 million in 2008ca$126 million in 2001. The
approximate amounts of noncancelable lease commigwéth terms of more than one year, principatlythe rental of real property, redu
by minor sublease income, are $125 million in 2GR0)3 million in 2005, $77 million in 2006, $59 fivh in 2007, $43 million in 2008 and
$87 million in 2009 and thereafter.

In December 2003, the Company sold a property amé& for approximately $65 million, net of direetlig costs, and then leased back a
portion of this property for a nine-year term. btardance with SFAS No. 98, "Accounting for Leas#® entire gain on the property sale of
approximately $57 million was deferred and willdrortized over the nine-year lease term. No gas neeognizable upon the closing of the
sale as the Company's continuing involvement irptloperty is deemed to be significant. The nonclahde lease commitment amounts nc
above include approximately $5 million per year 2004 through 2008, and approximately $20 millionZ009 and thereatfter, in relation to
this transaction.

The Company and its subsidiary companies are imebin lawsuits, claims, investigations and procegsli including product liability,
commercial, environmental, and health and safetiyarsa which are being handled and defended imttimary course of business. There are
no such matters pending that the Company and ie@eCounsel expect to be material in relatiothtoCompany's business, financial
position or results of operations.



NOTE 12: GUARANTEES

The Company guarantees debt and other obligatiodsriagreements with certain affiliated companms@istomers. At December 31, 2C
these guarantees totaled a maximum of $363 mildth, outstanding guaranteed amounts of $161 millithe maximum guarantee amount
includes guarantees of up to: $160 million of debtKodak Polychrome Graphics (KPG), an unconstéidaffiliate in which the Company
has a 50% ownership interest ($50 million outstaggi$7 million for other unconsolidated affiliatesd third parties ($7 million
outstanding); and $196 million of customer amouhis to banks in connection with various banks'rfaiieg of customers' purchase of
product and equipment from Kodak ($104 million ¢amsling). The KPG debt facility and the relatedrgnéee mature on December 31, 2
but may be renewed at KPG's, the joint venturenpast and the bank's discretion. The guarantedbdanther unconsolidated affiliates and
third party debt mature between January 2004 angd2086. The customer financing agreements andecbligdiarantees typically have a term
of 90 days for product and short-term equipmerdrfging arrangements, and up to 5 years for lomg-&guipment financing arrangements.
These guarantees would require payment from Kodékio the event of default on payment by the refige debtor. In some cases,
particularly for guarantees related to equipmeamdricing, the Company has collateral or recourseigioms to recover and sell the equipment
to reduce any losses that might be incurred in eotion with the guarantee. Management believeikbkhood is remote that material
payments will be required under any of the guaemtisclosed above. With respect to the guaratheéshe Company issued in the year
ended December 31, 2003, the Company assessedrthaltie of its obligation to stand ready to paerfaunder these guarantees by
considering the likelihood of occurrence of theafied triggering events or conditions requiringfeemance, as well as other assumptions
and factors. Through internal analyses and extefadahtions, the Company determined that the faluer of the guarantees was not material
to the Company's financial position, results ofragiens or cash flows.

The Company also guarantees debt owed to bank®foe of its consolidated subsidiaries. The maxirmamunt guaranteed is $592 million,
and the outstanding debt under those guaranteédh vghrecorded within the short-term borrowingsl &ang-term debt, net of current portion
components in the accompanying Consolidated Staieafd-inancial Position, is $423 million. Theseagantees expire in 2004 and 2005,
with the majority expiring in 2004.

The Company may provide up to $100 million in leararantees to support funding needs for SK Dis@lagporation, an unconsolidated
affiliate in which the Company has a 34% ownershiprest. As of December 31, 2003, the Companynbabeen required to guarantee any
of SK Display Corporation's outstanding debt.



Indemnifications

The Company issues indemnifications in certainainseés when it sells businesses and real estatén #mel ordinary course of business with
its customers, suppliers, service providers anéhias partners. Further, the Company indemnifgedirectors and officers who are, or were,
serving at Kodak's request in such capacitiesoHestlly, costs incurred to settle claims relatedhtese indemnifications have not been
material to the Company's financial position, resof operations or cash flows. Additionally, tlaérfvalue of the indemnifications that the
Company issued during the year ended December08B, ®as not material to the Company's financialtjpws results of operations or cash
flows.

Warranty Costs

The Company has warranty obligations in conneatiiih the sale of its equipment. The original watygpmeriod for equipment products is
generally one year. The costs incurred to providiétfese warranty obligations are estimated anordec! as an accrued liability at the time
sale. The Company estimates its warranty costegpdimt of sale for a given product based on hisdbfailure rates and related costs to
repair. The change in the Company's accrued waradiligations balance, which is reflected in acdeypayable and other current liabilities
in the accompanying Consolidated Statement of EiaaRosition, was as follows:

(in millions)
Accrued warranty obligations at December 31, 2001 $50
Actual warranty experience during 2002 (47)
2002 warranty provisions 48
Adjustment for changes in estimates (8)
Accrued warranty obligations at December 31, 2002 $43
Actual warranty experience during 2003 (53)
2003 warranty provisions 59

Accrued warranty obligations at December 31, 2003 $49



The Company also offers extended warranty arrangente its customers, which are generally one yreduration beginning after the
original warranty period. The Company provides heibair services and routine maintenance serviadsnthese arrangements. The
Company has not separated the extended warrardgpuieg and costs from the routine maintenance semienues and costs, as it is not
practicable to do so. Costs incurred under thesmdrd warranty arrangements for the year endedleer 31, 2003 amounted to $198
million. The change in the Company's deferred reedmalance in relation to these extended warraniyngements, which is reflected in
accounts payable and other current liabilitieshaaccompanying Consolidated Statement of FinaRdisition, was as follows:

(in millions)

Deferred revenue at December 31, 2001 $ 91

New extended warranty arrangements in 2002 330

Recognition of extended warranty arrangement

revenue in 2002 (318)
Deferred revenue at December 31, 2002 $ 103
New extended warranty arrangements in 2003 372

Recognition of extended warranty arrangement

revenue in 2003 (355)
Adjustments for changes in estimates 2)

Deferred revenue at December 31, 2003 $118




NOTE 13: FINANCIAL INSTRUMENTS

The following table presents the carrying amoumthie assets (liabilities) and the estimated falues of financial instruments at December
31, 2003 and 2002:

(in millions) 2003 2002
Carrying Fair C arrying  Fair
Amount Value Amount Value

Marketable securities:

Current $ 11 $ 11 $ 9 $ 9
Long-term 26 32 25 26
Long-term borrowings (2,302) (2,450) (1,164) (1,225)
2 2

Foreign currency forwards (1) (1)
1 1

Silver forwards 2 2

Marketable securities are valued at quoted mankedg The fair values of long-term borrowings de¢ermined by reference to quoted
market prices or by obtaining quotes from deal€ne fair values for the remaining financial instremis in the above table are based on d
guotes and reflect the estimated amounts the Coynpauld pay or receive to terminate the contratle carrying values of cash and cash
equivalents, receivables, short-term borrowings@mdbles approximate their fair values.

The Company, as a result of its global operatirgyfarancing activities, is exposed to changes meifn currency exchange rates, commaodity
prices and interest rates which may adversely &ifecesults of operations and financial positibhe Company manages such exposures, in
part, with derivative financial instruments. Thé& fealue of these derivative contracts is reportedther current assets or accounts payable
and other current liabilities in the accompanyirgnéblidated Statement of Financial Position.

Foreign currency forward contracts are used to éedgsting foreign currency denominated assetdiahiiities, especially those of the
Company's International Treasury Center, as wdib@sasted foreign currency denominated intercomsales. Silver forward contracts are
used to mitigate the Company's risk to fluctuasitger prices. The Company's exposure to changegenrest rates results from its investing
and borrowing activities used to meet its liquidigeds. Long-term debt is generally used to findmog-term investments, while short-term
debt is used to meet working capital requireméertie. Company does not utilize financial instrumédatdrading or other speculative
purposes.

The Company has entered into foreign currency fadveantracts that are designated as cash flow Iseafgexchange rate risk related to
forecasted foreign currency denominated intercomgates. At December 31, 2003, the Company hadftasthedges for the euro, the
Australian dollar, and the Canadian dollar, withtunigy dates ranging from January 2004 to Noven#i$x4.



At December 31, 2003, the fair value of all operefgn currency forward contracts hedging foreigrrency denominated intercompany sales
was an unrealized loss of $15 million (geed, recorded in accumulated other comprehensgs)income in the accompanying Consolidi
Statement of Shareholders' Equity. If this amouetento be realized, all of it would be reclassifieth cost of goods sold during the next
twelve months. Additionally, realized losses oflésan $1 million (pre-tax), related to closed fgrecurrency contracts hedging foreign
currency denominated intercompany sales, have defenred in accumulated other comprehensive (lassme. These losses will be
reclassified into cost of goods sold as the inwgntiansferred in connection with the intercompaales is sold to third parties, all within the
next twelve months. During 2003, a feexloss of $24 million was reclassified from acedated other comprehensive (loss) income to cc
goods sold. Hedge ineffectiveness was insignificant

The Company does not apply hedge accounting téotleegn currency forward contracts used to offsetency-related changes in the fair
value of foreign currency denominated assets afudities. These contracts are marked to markeuiin earnings at the same time that the
exposed assets and liabilities are remeasuredghrearnings (both in other charges, net). The ritgjof the contracts of this type held by
Company are denominated in euros, Australian dglldong Kong dollars, and British pounds. At Decentl, 2003, the fair value of these
open contracts was an unrealized gain of $14 milpre-tax).

The Company has entered into silver forward cotdri@t are designated as cash flow hedges of psiceelated to forecasted worldwide
silver purchases. The Company used silver forwardracts to minimize its exposure to increaseshersprices in 2001, 2002, and 2003. At
December 31, 2003, the Company had open forwarttazia with maturities in January 2004.

At December 31, 2003, the fair value of open sifeeward contracts was an unrealized gain of $lionil(pre-tax), recorded in accumulated
other comprehensive (loss) income. If this amoustanto be realized, all of it would be reclassifieth cost of goods sold during the next
twelve months. Additionally, realized gains of $8lion (pre-tax), related to closed silver contdtave been deferred in accumulated other
comprehensive (loss) income. These gains will blassified into cost of goods sold as silver-caritaj products are sold, all within the next
twelve months. During 2003, a realized gain of $lfion (pre-tax) was recorded in cost of goods stlddge ineffectiveness was
insignificant.



The Company's financial instrument counterpartreshiggh-quality investment or commercial banks vgignificant experience with such
instruments. The Company manages exposure to apanty credit risk by requiring specific minimumediit standards and diversification of
counterparties. The Company has procedures to ardhi credit exposure amounts. The maximum ceeglibsure at December 31, 2003
was not significant to the Company.

The Company has a 50 percent ownership interd&P{&, a joint venture accounted for under the eguigéthod. The Company's
proportionate share of KPG's other comprehensivene is therefore included in its presentationtbéocomprehensive (loss) income
displayed in the Consolidated Statement of Shadens| Equity.

KPG has entered into foreign currency forward cactty that are designated as cash flow hedges barge rate risk related to forecasted
foreign currency denominated intercompany salémarily those denominated in euros, Japanese yestrdlian dollars, and Canadian
dollars. At December 31, 2003, KPG had open forveamtracts with maturity dates ranging from Jan094 to June 2005. At December
31, 2003, Kodak's share of the fair value of amforeign currency forward contracts hedging fpneturrency denominated intercompany
sales was an unrealized loss of $7 million (pré;teecorded in accumulated other comprehensive)iosome, and reducing Kodak's
investment in KPG. If this amount were to be readizvirtually all of it would be reclassified inkPG's cost of goods sold during the next
twelve months. Additionally, realized losses ofrfidlion (pre-tax), related to closed foreign curcgrcontracts hedging foreign currency
denominated intercompany sales, have been defiersstumulated other comprehensive (loss) incornes@& losses will be reclassified into
KPG's cost of goods sold as the inventory transtkim connection with the intercompany sales id solhird parties, all within the next
twelve months. During 2003, a pre-tax loss of $1lion (Kodak's share) was reclassified from acclated other comprehensive (loss)
income to KPG's cost of goods sold. Hedge ineffeciéss was insignificant.

KPG has used aluminum forward contracts that asgydated as cash flow hedges of price risk relaiddrecasted aluminum purchases. At
December 31, 2003, there were no open contraashanosses reclassified into KPG's cost of gamdd during 2003 were negligible. Hec
ineffectiveness was insignificant.

KPG has interest rate swap agreements, maturibgéember 2005, designated as cash flow hedgesatirit-rate interest payments. At
December 31, 2003, Kodak's share of its fair valae a gain of less than $1 million (pre-tax), releat in accumulated other comprehensive
(loss) income, and increasing Kodak's investmeif®. If realized, nearly half of this amount wolld reclassified into KPG's interest
expense during the next twelve months. During 28Q%.e-tax loss of $1 million (Kodak's share) wedassified from accumulated other
comprehensive (loss) income to KPG's interest esgpeedge ineffectiveness was insignificant.



KPG has an interest rate swap agreement, maturiBgéember 2007, designated as a cash flow hedggriable rental payments. At
December 31, 2003, Kodak's share of its fair vatas a $1 million loss (prex), recorded in accumulated other comprehensdgs)income
and reducing Kodak's investment in KPG. If realideds than half of this amount would be reclasdifnto KPG's rental expense during the
next twelve months. During 2003, a pre-tax los$illion (Kodak's share) was reclassified fronwanulated other comprehensive (loss)
income to KPG's rental expense. There was no hieéffectiveness.

NOTE 14: OTHER CHARGES, NET

(in millions) 2003 2002 2001

(Income)/charges:

Investment income $ (19) $(20) $(15)

Loss on foreign exchange transactions 11 19 9

Equity in losses of unconsolidated

affiliates 41 106 79

Gain on sales of investments - - (18)

Gain on sales of capital assets (13) (24) )

Interest on past-due receivables

and finance revenue on sales (5) (6) (10)

Minority interest 24 17 (11)

Non-strategic venture investment

impairments 4 18 3

Other 8 9) (16)
Total $ 51 $101 $ 18

NOTE 15: INCOME TAXES

The components of earnings from continuing openatimefore income taxes and the related (benefit)igion for U.S. and other income ta
were as follows:

(in millions) 2003 2002 2001
Earnings (loss) before income
taxes
u.s. $ (124) $ 217 $ (266)
Outside the U.S. 296 729 381
Total $ 172 $ 946 $ 115
U.S. income taxes
Current (benefit) provision $ (69) $ 56 $ (65)
Deferred benefit (38) (31) (67)
Income taxes outside the U.S.
Current provision 133 101 177
Deferred (benefit) provision (90) 22 (5)
State and other income taxes
Current (benefit) provision (6) 12 3
Deferred provision (benefit) 4 ) 9)

Total $ (66) $153 $ 34



The Company recognized net income of $27 millimmfrdiscontinued operations for 2003, which includedx benefit of $13 million. This
tax benefit included $18 million related to theeesal of tax reserves upon elimination of unceti@énsurrounding the realizability of such
benefits. The net losses from discontinued oparatior 2002 and 2001 were $23 million and $5 millicespectively, which included tax
benefits of $15 million and $2 million, respectiyel

The differences between income taxes computed tiseny.S. federal income tax rate and the (bengfayision for income taxes for
continuing operations were as follows:

(in millions) 2003 2002 2001

Amount computed using the statutory
rate $ 60 $331 $ 40
Increase (reduction) in taxes
resulting from:

State and other income taxes,

net of federal (1) 3 4)

Goodwill amortization 45
Export sales and manufacturing
credits (25) (23) (29)
Operations outside the U.S. (99) (96) (10)
Valuation allowance 29 56 (18)
Business closures, restructuring
and land donation (13) (99) -
Tax settlement - - (11)
Other, net (17) (29) 11
(Benefit) provision for
income taxes $(66) $153 $34

During 2003, the Company recorded a tax benefftl& million related to the donation of intellectgabperty in the form of technology
patents to a tax-qualified organization.

During 2002, the Company recorded a tax benef#odf million relating to business closures and testiring of certain subsidiaries.
Additionally, the Company recorded a tax benefi$8fmillion relating to a land donation. Also, chgithe fourth quarter of 2002, the
Company recorded an adjustment of $22 million thuoce its income tax provision due to a decreaslearestimated effective tax rate for the
full year. The decrease in the effective tax rase attributable to an increase in earnings in Idaerate jurisdictions relative to original
estimates.



During 2001, the Company reached a favorable tiabeseent, which resulted in a tax benefit of $11lion. In addition, during the fourth
quarter of 2001, the Company recorded an adjustofe$20 million to reduce its income tax provisidne to a decrease in the estimated
effective tax rate for the full year. The decreimsthe effective tax rate was primarily attributld an increase in earnings in lower tax rate
jurisdictions relative to original estimates, amdircrease in creditable foreign tax credits aspamed to estimate

The significant components of deferred tax asseddiabilities were as follows:

(in millions) 2003 2002

Deferred tax assets
Pension and postretirement

obligations $ 892 $ 988
Restructuring programs 69 144
Foreign tax credit 137 99
Employee deferred compensation 162 187
Inventories 82 75
Tax loss carryforwards 258 16
Other 637 558
Total deferred tax assets 2,237 2,067
Deferred tax liabilities
Depreciation 663 700
Leasing 135 156
Other 475 341
Total deferred tax liabilities 1,273 1,197
Valuation allowance 101 72
Net deferred tax assets $ 863 $ 798

Deferred tax assets (liabilities) are reportechmfollowing components within the Consolidatedt@tgent of Financial Position:

(in millions) 2003 2002
Deferred income taxes (current) $ 610 $ 512
Other long-term assets 378 421
Accrued income taxes (44) (83)
Other long-term liabilities (81) (52)
Net deferred tax assets $ 863 $ 798

At December 31, 2003, the Company had availablepetating loss carryforwards of approximately $##ion for income tax purposes,
which approximately $237 million has an indefinigrryforward period. The remaining $467 million @gg between years 2004 and 2023.
The Company has $137 million of unused foreignceedits at December 31, 2003, with various expgiratiates through 2008.



The valuation allowances as of December 31, 20028602 of $101 million and $72 million, respectivedre attributable to both foreign tax
credits and certain net operating loss carryforsanatside the U.S. Based on projections of futaxaltle income, the Company would be

to utilize the foreign tax credits only if it wete forgo other tax benefits. Accordingly, a valoatiallowance of $56 million has been recorded
against these credits, as management believesiitris likely than not that the Company will be uleato realize these other tax benefits. The
remaining $45 million of valuation allowance isréttitable to net operating losses in jurisdictionsside the U.S. During 2003, the Company
increased the valuation allowance by $29 milliortleese net operating losses, as management beliés@sore likely than not that the
Company will be unable to realize these net opagdtisses.

During 2002, the Company reduced the valuationnalltce that had been provided for as of Decembe2(11, by $40 million. The $40
million decrease included $34 million related td operating loss carryforwards in non-U.S. jurisidies that expired in 2002. The balance of
the reduction of $6 million related to net opergtioss carryforwards for certain of its subsidiariie Japan for which management believed
that it was more likely than not that the Compamuld generate sufficient taxable income to redlmse benefits.

The Company is currently utilizing net operatingda@arryforwards to offset taxable income fronojigrations in China that have become
profitable. The Company has been granted a taxlépiin China that becomes effective once the netadjmg loss carryforwards have been
fully utilized. When the tax holiday becomes effeet the Company's tax rate in China will be zegocpnt for the first two years. For the
following three years, the Company's tax rate b&ll50% of the normal tax rate for the jurisdictionvhich Kodak operates, which is
currently 15%. Thereafter, the Company's tax ratiebe 15%.

Retained earnings of subsidiary companies outbieléJtS. were approximately $1,955 million and $Z,8&fillion at December 31, 2003 and
2002, respectively. Deferred taxes have not beeviged on such undistributed earnings, as it iSGbmpany's policy to permanently reinv
its retained earnings, and it is not practicablédtermine the deferred tax liability on such utribsited earnings in the event they were to be
remitted. However, the Company periodically redés a portion of these earnings to the extenitticah do so tafree.




NOTE 16: RESTRUCTURING COSTS AND OTHER

Currently, the Company is being adversely impabttgthe progressing digital substitution. As the @amy continues to adjust its operating
model in light of changing business conditionss pprobable that ongoing cost reduction activitidsbe required from time to time.

In accordance with this, the Company periodicafig@inces planned restructuring programs (Programggh often consist of a number of
restructuring initiatives. These Program announcasprovide estimated ranges relating to the nurabpositions to be eliminated and the
total restructuring charges to be incurred. Thaalatharges for initiatives under a Program arenaed in the period in which the Company
commits to formalized restructuring plans or exesuhe specific actions contemplated by the Proguadnall criteria for restructuring charge
recognition under the applicable accounting guiédmave been met.



Restructuring Programs Summar y

The activity in the accrued restructuring balances and the non-cash
charges incurred in relation to all of the restruct uring programs
described below was as follows for fiscal 2003:

Balance
(in millions) Dec. 31, Costs Adjus
2002 Incurred ment
Q3 2003 Program:

Severance reserve $-  $231 $ -

Exit costs reserve - 40 -
Total reserve $- 271 $ -

Long-lived asset

impairments $- $109 $ -

Accelerated depreciation

and inventory write-downs - 22 -

Q1 2003 Program:

Severance reserve $- $67 $ -
Exit costs reserve - 8 -

Total reserve $- $75 $ -

Long-lived asset

impairments $- $5 9% -
Accelerated depreciation

and inventory write-downs - 25 -

Phogenix:
Exit costs reserve $- $9 $-
Long-lived asset

impairments - 6 -
Inventory write-downs - 2 -

Q4 2002 Program:

Severance reserve $53 $21 $ -
Exit costs reserve 17 - -
Total reserve $70 $21 $ -

Accelerated depreciation
and inventory write-downs $ - $24 $ -

2001 Programs:

Severance reserve $67 $ - $(12)
Exit costs reserve 18 - -

Total reserve $85 % - $(12)
Total of all

restructuring programs ~ $155  $569 $(12)

Non-
Cash cash Balance
t- Pay- Settle- Dec. 31,
s ments ments 2003

$(51) $ - $180
(28) - 12

$(79) $ - $192

$ - $(109) $ -
- (22 -

$(44) % - $23
@ - 4

$(48) $ - $27

$ - %059 -
- (25) -

$-9%-8%9
- (6) -

- (2) -
$(62) $ - $12
9 - 8
$(71) $ - $20
$ - 324 % -
$(49) % - $6
(5 - 13
$(554) $ - $19



The costs incurred and adjustments, which totav$8Blion for the year ended December 31, 2003uite $73 million of charges related to
accelerated depreciation and inventory wdtavns, which were reported in cost of goods solithénaccompanying Consolidated Stateme!
Earnings for the year ended December 31, 2003rftaining costs incurred and adjustments of $48komiwere reported as restructuring
costs and other in the accompanying Consolidatatd®ent of Earnings for the year ended Decembe2(®13.

2004-2006 Restructuring Program

In addition to completing the remaining initiativesder the Third Quarter, 2003 Restructuring Pnogithe Company announced on January
22, 2004 that it plans to develop and execute agst/reduction program throughout the 2004 to 2ifi6frame. The objective of these
actions is to achieve a business model approdnathe Company's traditional businesses, and agpgim the Company's competitiveness in
digital markets.

The Program is expected to result in total chaofél..3 billion to $1.7 billion over the three-ygaeriod, of which $700 million to $900
million are related to severance, with the remaimdkating to the disposal of buildings and equipm®verall, Kodak's worldwide facility
square footage will be reduced by approximately-thivel. Approximately 12,000 to 15,000 positions ldaride are expected to be elimina
through these actions primarily in global manuféoiy, selected traditional businesses and corp@@anistration. Maximum single year
cash usage under the new program is expecteddppgyeximately $200 million.

Third Quarter, 2003 Restructuring Program

During the third quarter of 2003, the Company amued that it intends to implement a series of pedtiction actions during the last two
quarters of 2003 and the first two quarters of 20@ich were expected to result in pre-tax chatgeding $350 million to $450 million. It is
anticipated that these actions will result in auaibn of approximately 4,500 to 6,000 positionghdwide primarily relating to the
rationalization of global manufacturing assetsumithn of corporate administration and R&D, and ¢besolidation of the infrastructure and
administration supporting the Company's consumeging and professional products and services dpasat



The Company implemented certain actions underRtegram during 2003. As a result of these actitrsCompany recorded charges of
$381 million in continuing operations in 2003, whivas composed of severance, long-lived asset impats, exit costs and inventory write-
downs of $231 million, $109 million, $40 million dr$l million, respectively. The severance costateel to the elimination of approximately
3,850 positions, including approximately 1,675 nfaoturing, 1,125 administrative, 800 photofinishamgd 250 research and development
positions. The geographic composition of the posgito be eliminated includes approximately 2,56thé United States and Canada and
1,300 throughout the rest of the world. The redurctif the 3,850 positions and the $271 million gearfor severance and exit costs are
reflected in the Third Quarter, 2003 Restructuifrggram table below. The $109 million charge farglolived asset impairments was
included in restructuring costs and other in theoagpanying Consolidated Statement of Earningshieryear ended December 31, 2003. The
charges taken for inventory write-downs of $1 roilliwere reported in cost of goods sold in the ag@nying Consolidated Statement of
Earnings for the year ended December 31, 2003.

The following table summarizes the activity witlspect to the severance charges and exit costdegtar connection with the focused cost
reductions that were announced in the third quaft@003 and the remaining balances in the relegserves at December 31, 2003:

(dollars in millions)

Exit

Number of Severance Costs

Employees Reserve Reserv e Total
Q3, 2003 charges 1,700 $123 - $ 123
Q3, 2003 utilization ~ (100)  (3) - ?3)
Balance at 9/30/03 1,600 120 - 120
Q4, 2003 charges 2,150 108 40 148
Q4, 2003 utilization (2,025) (48) (28) (76)
Balance at 12/31/03 1,725 $180 $12 $ 192

The severance charges of $231 million and theoesits of $40 million taken in 2003 were reportedeisiructuring costs and other in the
accompanying Consolidated Statement of Earningthfoyear ended December 31, 2003. The severasteard exit costs require the ou
of cash, while the long-lived asset impairments imvdntory write-downs represent non-cash itemse&ace payments relating to the third
quarter restructuring actions will be paid durihg period through 2005, since, in many instan¢esetnployees whose positions were
eliminated can elect or are required to receive 8&verance payments over an extended periodhef fWost exit costs are expected to be
paid during 2004. However, certain costs, sucloag-term lease payments, will be paid over peraftis 2004.



As a result of initiatives implemented under ther@iQuarter, 2003 Restructuring Program, the Companorded $21 million of accelerated
depreciation on long-lived assets in cost of gamld in the accompanying Consolidated StatemeBRaofings for the year ended December
31, 2003. The accelerated depreciation relatesnig-lived assets accounted for under the held aad model of SFAS No. 144. The year-to-
date amount of $21 million relates to $20 millidmmanufacturing facilities and equipment and $llionil of photofinishing facilities and
equipment that will be used until their abandonm&he Company will incur accelerated depreciatibarges of $10 million, $8 million and
$1 million in the first, second and third quartef2004, respectively, as a result of the initieivmplemented under the Third Quarter, 2003
Restructuring Program.

With respect to the Third Quarter, 2003 Program,Glompany anticipates completing the remaininggitives originally contemplated under
the Program by the end of the second quarter o4.289 a result of these initiatives, an additiobal00 to 1,900 positions will be eliminated
throughout the world by the end of the second guanft 2004. The estimated cost to complete thasairéng initiatives will be in the range
of $150 million to $170 million.

First Quarter, 2003 Restructuring Program

In the early part of the first quarter of 2003 past of its continuing focused cost reduction @f@nd in addition to the remaining initiatives
under the Fourth Quarter, 2002 Restructuring Pragthe Company announced its First Quarter, 20@3rReturing Program that included
new initiatives to further reduce employment withimange of 1,800 to 2,200 employees. A signifigamtion of these new initiatives relate
the rationalization of the Company's photofinishomgerations in the U.S. and Europe. Specificabya aesult of declining film and
photofinishing volumes and in response to globaheeic and political conditions, the Company betgaimplement initiatives to 1) close
certain photofinishing operations in the U.S. aldMER, 2) rationalize manufacturing capacity by ehating manufacturing positions on a
worldwide basis, and 3) eliminate selling, genarad administrative positions, particularly in tHeoRbgraphy segment.

The total restructuring charge for continuing opiers recorded in 2003 relating to the First Qua@603 Restructuring Program was $81
million, which was composed of severance, exitgdshg-lived asset impairments and inventory wadibevns of $67 million, $8 million, $5
million and $1 million, respectively. The severamt@rge related to the elimination of 1,850 posgidncluding approximately 1,225
photofinishing, 325 administrative and 300 manufeingy positions. The geographic composition of 1t#50 positions to be eliminated
includes approximately 1,100 in the United Statess @anada and 750 throughout the rest of the wdHd.reduction of 1,850 positions and
the total severance and exit charges of $75 miblli@reflected in the First Quarter, 2003 RestmnirguProgram table below. The remaining
actions anticipated under the First Quarter, 2088tiRcturing Program are expected to be complatedglthe first quarter of 2004.



The following table summarizes the activity witlspect to the severance and exit costs chargedegtar connection with the focused cost
reductions that were announced in the first quat@003 and the remaining balances in the reletedrves at December 31, 2003:

(dollars in millions)

Exit

Number of Severance Costs

Employees Reserve Reserve Total
Q1, 2003 charges 425 $28 % - $28
Q1, 2003 utilization ~ (150) (2) - 2)
Balance at 3/31/03 275 26 - 26
Q2, 2003 charges 500 20 4 24
Q2, 2003 utilization ~ (500) (13) - (13)
Balance at 6/30/03 275 33 4 37
Q3, 2003 charges 925 19 4 23
Q3, 2003 utilization ~ (400) (12) (2) (13)
Balance at 9/30/03 800 40 7 47
Q4, 2003 utilization ~ (625) (17) 3) (20)
Balance at 12/31/03 175 $23 $ 4 $27

The charges of $80 million for severance, longdiasset impairments and exit costs reserves wpoeteel in restructuring costs and other in
the accompanying Consolidated Statement of Earriorghe year ended December 31, 2003. The chaaies for inventory write-downs of
$1 million were reported in cost of goods soldhia accompanying Consolidated Statement of Earriorgbe year ended December 31, 2
The severance and exit costs require the outlapsti, while the inventory write-downs and long-tiasset impairments represent non-cash
items. Severance payments will be paid during #réod through 2005 since, in many instances, thgl@yees whose positions were
eliminated can elect or are required to receive 8&verance payments over an extended periodhef fWost exit costs are expected to be
paid during 2004. However, certain costs, suclbag-term lease payments, will be paid over perafter 2004.

As a result of initiatives implemented under thesFQuarter, 2003 Restructuring Program, the Comppacorded $24 million of accelerated
depreciation on long-lived assets in cost of gamld in the accompanying Consolidated StatemeBRaofings for the year ended December
31, 2003. The accelerated depreciation relatesnig-lived assets accounted for under the held aad model of SFAS No. 144. The year-to-
date amount of $24 million relates to lab equipmesgd in photofinishing that will be used untilitretoandonment. The Company will incur
accelerated depreciation charges of $8 milliorhanfirst quarter of 2004 and $1 million in the sedquarter of 2004 as a result of the
initiatives implemented under the First QuarteQ2®estructuring Program.



In addition to the $105 million of restructuringaaiges recorded in 2003 under the First Quarter3 B¥structuring Program, the Company
recorded $17 million of charges in the second qua$sociated with the Company's exit from the &fraphy segment's Phogenix joint
venture with Hewlett Packard. The $17 million claigcluded approximately $2 million of inventoryiterdowns, $6 million of long- lived
asset impairments and $9 million of exit costs. iFtventory write-downs were reported in cost of d®sold in the accompanying
Consolidated Statement of Earnings for the yeaeédmkcember 31, 2003. The long-lived asset impaitsn@nd exit costs were reported in
restructuring costs and other in the accompanyioigs@lidated Statement of Earnings for the year @mlrember 31, 2003. The exit costs,
which represent the only cash portion of the chaage expected to be paid during 2004.

Fourth Quarter, 2002 Restructuring Program

During the fourth quarter of 2002, the Company amued a planned Program consisting of a numbeyaefsed cost reduction initiatives
designed to deploy manufacturing assets more afédgtin order to provide competitively-priced praats to the global market. In the
announcement, the Company discussed the restmgtuitiatives under its Fourth Quarter, 2002 Resttiring Program that would begin in
the fourth quarter of 2002 and extend into 2002 sEhinitiatives were expected to affect a totdl,800 to 1,700 positions worldwide,
including approximately 150 positions in the ComgartJ.S. research and development organizatiorspb8itions in its U.S. one-time-use
camera assembly operations, 300 positions in itsiddesensitizing operations and 550 positionssrglibbal manufacturing and logistics
organization. Specific initiatives included theoedtion of the one- time-use camera assembly dpesain Rochester, New York and the
graphic arts and x-ray film sensitizing operationexico to other Kodak locations.

The total restructuring charge for continuing opiers recorded in 2002 for these initiatives thatavimplemented was $116 million, which
was composed of severance, inventory write-dovargy-lived asset impairments and exit costs of $8kom, $7 million, $37 million and

$17 million, respectively. The severance chargateel to the elimination of 1,150 positions, inchglapproximately 525 manufacturing and
logistics, 300 service and photofinishing, 175 austiative and 150 research and development positibhe geographic composition of the
1,150 positions eliminated included approximatél$ i the United States and Canada and 375 thraughe rest of the world. The charge
for the long-lived asset impairments includes thigaaoff of $13 million relating to equipment usetdthe manufacture of cameras and
printers, $13 million for sensitized manufactureguipment, $5 million for lab equipment used intoffiaishing and $6 million for other
assets that were scrapped or abandoned immedi@teyreduction of 1,150 positions and the $72 orilicharge for severance and exit costs
are reflected in the Fourth Quarter, 2002 RestrirguProgram table below. These amounts excludéotimth quarter elimination of 150
positions and the restructuring charges relatingéosshutdown of Kodak Global Imaging, Inc., astheharges were reflected in the loss from
discontinued operations for the year ended Dece®ibe2002.



During 2003, the Company recorded additional sexeraharges of $21 million in continuing operatiogiating to 675 positions that were
contemplated under its Fourth Quarter, 2002 Rettring Program, including the relocation of Mexicamnsitizing operations and the U.S.
one-time-use camera assembly operations. The &ibgus that were eliminated included approximat) manufacturing and 175
administrative positions. The geographic compositibthe 675 positions included approximately 42%hie U.S. and Canada and 250
throughout the rest of the world. The reductio®®$ positions and the related severance charg&®lomillion are reflected in the Fourth
Quarter, 2002 Restructuring Program table belowagtions anticipated under the Fourth Quarter 22R8structuring Program were
completed in the third quarter of 2003. A totallg825 positions were eliminated under the Fourtar€u, 2002 Restructuring Program.

The following table summarizes the activity witlspect to the severance and exit costs chargedestor connection with the focused cost
reductions that were announced in the fourth quaft2002 and the remaining balance in the relatsdrves at December 31, 2003:

(dollars in millions)

Exit

Number of Severance Costs

Employees Reserve Reserv e Total
Q4, 2002 charges LI50 $ 55 $17 $72
Q4, 2002 utilization  (250) 2) - 2)
Balance at 12/31/02 900 53 17 70
Q1, 2003 charges 450 16 - 16
Q1, 2003 utilization  (850) (24) ) (26)
Balance at 3/31/03 500 45 15 60
Q2, 2003 charges 25 1 - 1
Q2, 2003 utilization  (500) (11) 4) (15)
Balance at 6/30/03 25 35 11 46
Q3, 2003 charges 200 4 - 4
Q3, 2003 utilization  (225) (8) 2) (10)
Balance at 9/30/03 0 31 9 40
Q4, 2003 utilization 0 (29) Q) (20)
Balance at 12/31/03 0 $ 12 $8 $20

The severance charges taken in 2003 of $21 milliere reported in restructuring costs and othehénatccompanying Consolidated Stater
of Earnings for the year ended December 31, 2008.sEverance and exit costs require the outlagsif,avhile the inventory write-downs
and long-lived asset impairments represent norf itams. Severance payments will continue into 2§ilde, in many instances, the
employees whose positions were eliminated can eleate required to receive their severance paysmarar an extended period of time. M
exit costs are expected to be paid during 2004.é¥ew certain costs, such as long-term lease pagmaill be paid over periods after 2004.



As a result of initiatives implemented under theifilo Quarter, 2002 Restructuring Program, the Campecorded $24 million of accelerai
depreciation on long-lived assets in cost of gamld in the accompanying Consolidated StatemeBRaofings for the year ended December
31, 2003. The accelerated depreciation relatesnig-lived assets accounted for under the held aad model of SFAS No. 144, and the full
year amount of $24 million was comprised of $15immil relating to equipment used in the manufacafreameras, $6 million for la
equipment used in photofinishing and $3 million $ensitized manufacturing equipment that was usétitheir abandonment in 2003.

2001 Restructuring Programs

At December 31, 2002, the Company had remainingragce and exit costs reserves of $67 million d@&irfillion, respectively, relating to
the restructuring plans it implemented during 2Ddring the first quarter of 2003, the Company ctatenl the severance actions associated
with the 2001 Restructuring Programs and recorded@rsal of $12 million of reserves through restiniing costs and other in the
accompanying Consolidated Statement of Earningthfoyear ended December 31, 2003. The complefitred@001 Restructuring Progra

resulted in the elimination of the remaining 208ifions included in the original plans. A total&#25 positions were eliminated under the
2001 Restructuring Programs.

The remaining severance reserve of $6 million @Bexfember 31, 2003 has not been paid since, in mnatgnces, the employees whose
positions were eliminated could elect or were regplito receive their severance payments over amégt period of time. However, these
payments will be made by the end of 2004. Moshefremaining exit costs reserves of $13 milliomfaBecember 31, 2003 represent long-
term lease payments, which will be paid over pesiafter 2004.




NOTE 17: RETIREMENT PLANS

Substantially all U.S. employees are covered bgrecantributory defined benefit plan, the Kodak Retient Income Plan (KRIP), which is
funded by Company contributions to an irrevocahlettfund. The funding policy for KRIP is to cotuite amounts sufficient to meet
minimum funding requirements as determined by egg#denefit and tax laws plus additional amourgasGbmpany determines to be
appropriate. Generally, benefits are based onrauiar recognizing length of service and final averagrnings. Assets in the fund are held for
the sole benefit of participating employees anilaes. The assets of the trust fund are compriSedrporate equity and debt securities, U.S.
government securities, partnership and joint ventavestments, interests in pooled funds, and uarigpes of interest rate, foreign currency
and equity market financial instruments. At Decenfifg 2001, Kodak common stock represented appiateiiyn 3.4% of trust assets. In
December 2002, in connection with Wilshire Assasatecommendation that KRIP eliminate its invesiimién specialty sector U.S. equities,
the Company purchased the 7.4 million shares ofaKadmmon stock held by KRIP for $260 million.

On March 25, 1999, the Company amended this plamctode a separate cash balance formula for &l Bmployees hired after February
1999. All U.S. employees hired prior to that darevgranted the option to choose the KRIP plah@iCGash Balance Plus plan. Written
elections were made by employees in 1999, and &fézetive January 1, 2000. The Cash Balance Phrs gledits employees' accounts with
an amount equal to 4% of their pay, plus interaseld on the 30-year treasury bond rate. In addittmremployees participating in this plan
and the Company's defined contribution plan, théri§g and Investment Plan (SIP), the Company wdteh SIP contributions for an amount
up to 3% of pay, for employee contributions of ab% of pay. Company contributions to SIP were #illfon, $14 million and $15 million
for 2003, 2002 and 2001, respectively. As a resfudtmployee elections to the Cash Balance Plus gi@reductions in future pension
expense will be almost entirely offset by the afshatching employee contributions to SIP. The iotjd the Cash Balance Plus plan is
shown as a plan amendment.

The Company also sponsors unfunded defined bepiafis for certain U.S. employees, primarily exemsgi The benefits of these plans are
obtained by applying KRIP provisions to all compegitn, including amounts being deferred, and withhegard to the legislated qualified
plan maximums, reduced by benefits under KRIP.

Most subsidiaries and branches operating outsiel®tB. have defined benefit retirement plans cogesubstantially all employees.
Contributions by the Company for these plans goecally deposited under government or other fidycigpe arrangements. Retirement
benefits are generally based on contractual agnetsnigat provide for benefit formulas using yedrseyvice and/or compensation prior to
retirement. The actuarial assumptions used foretpéans reflect the diverse economic environmerttsimthe various countries in which the
Company operates.



The measurement date used to determine the peoisiigation for all major funded and unfunded U.8d &lon-U.S. defined benefit plans
comprising a majority of the plan assets and benéfigations is December 31.

The net pension amounts recognized on the Consatidétatement of Financial Position at Decembef8@3 and 2002 for all major funded
and unfunded U.S. and Non-U.S. defined benefitpme as follows:

(in millions) 2003 2002
Non- Non-
UsSs. Uu.s. u.s. UuU.s.

Change in Benefit Obligation

Projected benefit obligation
at January 1

$6,213 $2,594

$5,939 $2,099

New plans - - 25 13
Service cost 119 38 106 33
Interest cost 408 148 421 131
Participant contributions - 14 - 9
Plan amendment - 18 3 (46)
Benefit payments (692) (173) (713) (141)
Actuarial loss 512 92 432 227
Curtailments @ @ - -
Settlements - 6 - -
Special termination benefits - 26 - -
Currency adjustments - 382 - 269

Projected benefit obligation
at December 31

Change in Plan Assets

Fair value of plan assets
at January 1

$6,559 $3,131

$5,790 $1,805

$6,372 $1,731

New plans - - 33 13
Actual return on plan assets 1,381 378 75 (106)
Employer contributions 24 126 23 105
Participant contributions - 14 - 10
Settlements - (6) - -
Benefit payments (692) (173) (713) (141)
Currency adjustments - 288 - 193

Fair value of plan assets
at December 31

Funded Status at December 31

Unrecognized:
Net transition obligation

$ 6,503 $2,432

$ (56) $(699)

(asset) - 3) 2 7
Net actuarial loss 682 856 975 899
Prior service cost (gain) 7 36 8 (21)
Net amount recognized at
December 31 $ 633 $ 190 $ 562 $ 82



Amounts recognized in the Statement of Financiaitiom for all major funded and unfunded U.S. arehMNJ.S. defined benefit plans are as
follows:

(in millions) 2003 2002
Non- Non-

us. Uu.s. us. Uus.

Prepaid pension cost $ 790 $ 350 $ 712 $ 260

Accrued benefit liability (157) (160) (150) (178)

Additional minimum pension

liability (91) (572) (78) (706)

Intangible asset 3 95 5 112

Accumulated other comprehensive

income 88 477 73 594

Net amount recognized at

December 31 $ 633 $ 190 $ 562 $ 82

The prepaid pension cost asset amounts for thedddSNon-U.S. at December 31, 2003 and 2002 ahedied in other long-term assets. The
accrued benefit liability and additional minimunng@n liability amounts (net of the intangible asm@mounts) for the U.S. and Non-U.S. at
December 31, 2003 and 2002 are included in postnedint liabilities. The accumulated other comprehenincome amounts for the U.S. ¢
Non-U.S. at December 31, 2003 and 2002 are includedcasnponent of shareholders' equity, net of taxes.

The accumulated benefit obligations for all thean#ijinded and unfunded U.S. and Non-U.S. defineg:fieplans are as follows:

(in millions) 2003 2002
Non- Non-
UsSs. Uu.s. U.S. U.S.

Accumulated benefit obligation $5,657 $2,864 $5,821376

Information with respect to the major funded anéladed U.S. and Non- U.S. defined benefit plandait accumulated benefit obligation in
excess of plan assets is as follows:

(in millions) 2003 2002
Non- Non-
us. Uu.s. us. Uus.
Projected benefit obligation $ 342 $2,754 $315 $2,333
Accumulated benefit obligation 315 2,514 284 2,137

Fair value of plan assets 67 2,075 52 1,557



Pension expense (income) for all defined benedihplincluded:

(in millions) 2003 200 2 2001
Non- Non- Non-
U.SsS. US. UsS. UsSs. UsS. Uus.
Service cost $119 $ 38 $106 $ 33 $102 $ 41
Interest cost 408 148 421 131 426 120
Expected return on plan
assets (582) (177) (677) (165) (599) (159)

Amortization of:
Transition obligation

(asset) 2 (3 (59) 3 67 @
Prior service cost 2 (30) 1 21) 1 (15
Actuarial loss 4 31 3 39 2 4
47) 7 (200) 14 (125) (12)

Special termination benefits - 30 - 27 - 13
Settlements - 2 - - - -
Net pension (income) expense (47) 39 (200) 41 (125) 1
Other plans including

unfunded plans - 17 3 49 16 66

Total net pension (income)
expense $(47) $ 56 $(197) $ 90 $(109) $ 67

The special termination benefits of $30 million7$Rillion and $13 million for the years ended Debtem31, 2003, 2002 and 2001,

respectively, were incurred as a result of the Camg[s restructuring actions and, therefore, haea lrecluded in restructuring costs and o
in the Consolidated Statement of Earnings.

The increase (decrease) in the additional minimabhility (net of the change in the intangible aysatluded in other comprehensive income
for the major funded and unfunded U.S. and Non-defined benefit plans is as follows:

2003 2002
Non- Non-
U.S. U.S. U.S. U.S.

Increase (decrease) in the
additional minimum liability
(net of the change in the
intangible asset) included in
other comprehensive income $ 14  $(175) $ 26 $544

The weighted-average assumptions used to detetimérigenefit obligation amounts for all major funded unfunded U.S. and Non-U.S.
defined benefit plans were as follows:

2003 2002
Non- Non-
U.S. U.S. U.S. U.S.
Discount rate 6.00% 5.40% 6.50% 5.40%

Salary increase rate 4.25%  3.20% 4.25%  3.30%



The weighted-average assumptions used to detemaingension (income) expense for all the major éahand unfunded U.S. and Non-U.S.
defined benefit plans were as follows:

2003 2002
Non- Non-
us. Uus. Uus. Uus.
Discount rate 6.50% 5.40% 7.25% 5.90%
Salary increase rate 4.25%  3.30% 4.25%  3.10%
Expected long-term rate of
return on plan assets 9.00%  7.90% 9.50%  8.60%

Of the total plan assets attributable to the maj&. defined benefit plans at December 31, 20032802, 98% and 99%, respectively, relate
to the KRIP plan. The expected long-term rate tfrreon plan assets assumption (EROA) is deternirmed the plan's asset allocation using
forwarddooking assumptions in the context of historicaliras, correlations and volatilities. The plan loaeits EROA from 9.5% in 2002
9% in 2003 based on an asset and liability modedtngy that was completed in September 2002. A 83 A& will be maintained for 2004.

The investment strategy is to manage the asséie gfian to meet the long-term liabilities whileimtaining sufficient liquidity to pay current
benefits. This is primarily achieved by holding #gguike investments while investing a portion of thesets in long duration bonds in orde
match the long-term nature of the liabilities. Tempany will periodically undertake an asset aadility modeling study because of a
material shift in the plan's liability profile ohanges in the capital markets.

The Company's weighted-average asset allocatioritsfmajor U.S. defined benefit pension plans et&nber 31, 2003 and 2002, by asset
category, are as follows:

Asset Category 2003 2002 Ta rget
Equity securities 43% 41% 40 %-46%
Debt securities 34% 33% 31 %-37%
Real estate 6% 7% 6 %-7%
Other 17% 19% 23 %-10%
Total 100% 100% 1 00%

The Other asset category in the table above isguiiyrcomposed of private equity, venture capitakh and other investments.

The Company expects to contribute approximatelyn$ion in 2004 to one of its defined benefit pessplans in the U.S.



NOTE 18: OTHER POSTRETIREMENT BENEFITS

The Company provides healthcare, dental and Igarance benefits to U.S. eligible retirees andldbgsurvivors of retirees. Generally, to be
eligible for the plan, individuals retiring prics lanuary 1, 1996 were required to be 55 yeargefrth ten years of service or their age plus
years of service must have equaled or exceedeflorihose retiring after December 31, 1995, théviddals must be 55 years of age with
years of service or have been eligible as of Deegrél, 1995. Based on the eligibility requiremetiisse benefits are provided to U

retirees who are covered by the Company's KRIP atehare funded from the general assets of the @oyngs they are incurred. However,
those under the Cash Balance portion of the KRdig plould be required to pay the full cost of thmnefits under the plan. The Company's
subsidiaries in the United Kingdom and Canada dfii@ilar healthcare benefits.

On December 8, 2003, the Medicare Prescription Dimgrovement and Modernization Act of 2003 (thd)Aeas signed into law. The Act
introduces two new features, including (1) a supsidplan sponsors based on 28 percent of an sha¥ibeneficiary's annual prescription
drug costs between $250 and $5,000, and (2) thertappty for a retiree to obtain a prescription gihenefit under Medicare. Given the
uncertainty as to whether an employer that provimtesretirement prescription drug coverage shoeddgnize the effects of the Act on its
benefit obligation and benefit cost, when thoseaff should be recognized, and how they shouldtsuated for, the FASB issued FSP 106-
1 on January 12, 2004. Due to the timing of thaisig of the Act, FSP 106-recognized that companies may not have suffi¢gierd to gathe
the necessary information to measure the impadtseofct prior to the issuance of their financi@tements, as well as sufficient guidance to
ensure that the accounting is in accordance witbwating principles generally accepted in the IDGe to the fact that the specific
authoritative accounting guidance for the featunsder the Act are pending, FSP 106-1 provides corepahe option to defer the accounting
for the effects of the Act until such time as theidgnce is finalized, and the Company has made slection. Accordingly, the measures of
net benefit obligation and net postretirement bieebt included in the accompanying consolidatedrfcial statements do not reflect any
effects from the Act. However, if the Company'stpetirement plan in the U.S. experiences an ewartt as a significant amendment,
curtailment or settlement prior to the finalizatiohthe guidance, the Company will be requireddooaint for the estimated impacts. When
accounting guidance is ultimately issued, any mnesfly reported information on the impacts of the /ay need to change.

The measurement date used to determine the ndfitbmvgation for the Company's other postretirernbenefit plans is December 31.



Changes in the Company's benefit obligation andddrstatus for the U.S., United Kingdom and Canpaddretirement benefit plans are as
follows:

(in millions) 2003 2002
Net benefit obligation at beginning
of year $3,687 $ 3,110
Service cost 17 16
Interest cost 213 213
Plan participants' contributions 6 4
Plan amendments (30) 31
Actuarial (gain) loss (117) 549
Curtailments 1 -
Benefit payments (254) (239)
Currency adjustments 15 3
Net benefit obligation at end of year $ 3,538 $ 3,687
Funded status at end of year $(3,538) $( 3,687)
Unamortized net actuarial loss 1,415 1,600
Unamortized prior service cost (326) (360)
Net amount recognized and recorded
at end of year $(2,449) $( 2,447)

Postretirement benefit cost for the Company's W8 ited Kingdom and Canada postretirement benkfitgpincluded:

(in millions) 2003 2002 2001
Components of net postretirement
benefit cost
Service cost $ 17 $ 16 $ 15
Interest cost 213 213 199
Amortization of:
Prior service cost (61) (60)  (60)
Actuarial loss 68 58 39
237 227 193
Curtailments 1 - -
Total net postretirement benefit cost $ 238 $ 227 $ 193

The U.S. plan represents approximately 97% and 888te total other postretirement net benefit adtign as of December 31, 2003 and

2002, respectively, and, therefore, the weighteslaye assumptions used to compute the other postrent benefit amounts approximate
the U.S. assumptions.

The weighted-average assumptions used to detetimrget benefit obligations were as follows:

2003

2002
Discount rate 6.00% 6.50%
Salary increase rate 4.25% 4.25%

The weighted-average assumptions used to detetimnget postretirement benefit cost were as follows

2003 2002

Discount rate 6.50%

7.25%
Salary increase rate 4.25%

4.25%



The weighted-average assumed healthcare costraerlused to compute the other postretirement armoere as follows:

2003 2002

Healthcare cost trend 11.00% 12.00%
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 2010 2010

Assumed healthcare cost trend rates have a signifeffect on the amounts reported for the healthpkans. A one percentage point change
in assumed healthcare cost trend rates would levliowing effects:

1% 1%
increase decrease
Effect on total service and interest
cost $7 $ (7)
Effect on postretirement benefit
obligation 119 (108)

The Company expects to pay benefits of $258 millarits U.S. other postretirement benefits pla2004.

NOTE 19: ACCUMULATED OTHER COMPREHENSIVE (LOSS) INC OME
The components of accumulated other comprehenisiss) (ncome at December 31, 2003, 2002 and 2004 as=follows:

(in millions) 2003 200 2 2001
Accumulated unrealized holding

gains (losses) related to

available-for-sale securities $11 $ - $(6)

Accumulated unrealized losses

related to hedging activity (15) ( 9) 5)

Accumulated translation

adjustments 107 (30 6) (524)

Accumulated minimum pension

liability adjustments (334) (45 6) (62)
Total $(231) $(7 1) $(597)

NOTE 20: STOCK OPTION AND COMPENSATION PLANS

The Company's stock incentive plans consist o28@0 Omnibus Long- Term Compensation Plan (the ZaA), the 1995 Omnibus Long-
Term Compensation Plan (the 1995 Plan), and th@ ©88nibus Long-Term Compensation Plan (the 1990)PTehe Plans are administered
by the Executive Compensation and Development Caieenodf the Board of Directors.



Under the 2000 Plan, 22 million shares of the Camgjsacommon stock may be granted to a variety gfleyees between January 1, 2000
and December 31, 2004. The 2000 Plan is substgrgiadilar to, and is intended to replace, the 18¢n, which expired on December 31,
1999. Stock options are generally non-qualified aredat prices not less than 100% of the per sharmarket value on the date of grant, and
the options generally expire ten years from the dhgrant, but may expire sooner if the optionesiployment terminates. The 2000 Plan
also provides for Stock Appreciation Rights (SARsbe granted, either in tandem with options oe$tanding. SARs allow optionees to
receive payment equal to the increase in the Coy'patock market price from the grant date to tter@se date. At December 31, 2003,
52,215 freestanding SARs were outstanding at opiftmes ranging from $23.25 to $62.44. Compensatipense recognized in 2003 on
those freestanding SARs, which had option prices tkan the market value of the Company's underiggmmon stock, was not material.

Under the 1995 Plan, 22 million shares of the Camgjsacommon stock were eligible for grant to a egriof employees between February 1,
1995 and December 31, 1999. Stock options are giynaon-qualified and are at prices not less th@@% of the per share fair market value
on the date of grant, and the options generallyrexpn years from the date of grant, but may expaoner if the optionee's employment
terminates. The 1995 Plan also provides for SAR=etgranted, either in tandem with options or fr@eding. At December 31, 2003, 319,
freestanding SARs were outstanding at option priaeging from $31.30 to $90.63.

Under the 1990 Plan, 22 million shares of the Camgjsacommon stock were eligible for grant to keyptyees between February 1, 1990
and January 31, 1995. The stock options, which wenerally non- qualified, could not have pricesslthan 50% of the per share fair market
value on the date of grant; however, no optionswdair market value were granted. The options gaheexpire ten years from the date of
grant, but may expire sooner if the optionee's egmpkent terminates. The 1990 Plan also provideddptiwns with dividend equivalents,
tandem SARs and freestanding SARs could be graAtddecember 31, 2003, 41,034 freestanding SAR® watstanding at option prices
ranging from $30.25 to $44.50.



In January 2002, the Company's shareholders voté/or of a voluntary stock option exchange pragfar its employees. Under the
program, employees were given the opportunityheftso chose, to cancel outstanding stock optiomaqusly granted to them at exercise
prices ranging from $26.90 to $92.31, in exchamgenéw options to be granted on or shortly aftegést 26, 2002, over six months and one
day from February 22, 2002, the date the old optiare canceled. The number of shares subjecetoeiv options was determined by
applying an exchange ratio in the range of 1:1:80(ile., one new option share for every three ekattoption shares) based on the exercise
price of the canceled option. As a result of thehaxge program, approximately 23.7 million old ops were canceled on February 22, 2002,
with approximately 16 million new options granted or shortly after, August 26, 2002. The exchamggram did not result in variable
accounting, as it was designed to comply with FASBrpretation No. 44 (FIN 44), "Accounting for @&n Transactions Involving Stock-
Based Compensation." Also, the new options hadkarciese price equal to the fair market value of@mnpany's common stock on the new
grant date, so no compensation expense was recasdgdesult of the exchange program.

Further information relating to options is as folk
(Amounts in thousands, except per share amounts)

Weighted-
Average
Exercise
Shares Rang e of Price  Price
Under Option Pe r Share  Per Share
Outstanding on December 31, 2000 44,846  $32. 50 - $92.31 $60.87
Granted 8,575 $26. 90 - $48.34  $36.49
Exercised 615 $32. 50 - $43.18 $35.91
Terminated, Canceled or
Surrendered 2,351 $32. 50 - $90.75 $50.33
Outstanding on December 31, 2001 50,455  $25. 92 -$92.31 $57.53
Granted 20,155 $26. 30 -$38.04 $32.72
Exercised 1,581 $26. 90 - $37.74  $32.05
Terminated, Canceled or
Surrendered 26,752  $26. 90 - $92.31 $54.58
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
Exercisable on December 31, 2001 31,571 $26. 90 - $92.31 $63.54
Exercisable on December 31, 2002 31,813  $25. 92 -$92.31 $52.49
Exercisable on December 31, 2003 32,593 $22. 58 -$92.31 $51.30

The table above excludes approximately 68 (in tands) options granted by the Company in 2001 axarcise price of $.05-$21.91 as part
of an acquisition. At December 31, 2003, approxatyaB0 (in thousands) stock options were outstapdirrelation to this acquisition.



The following table summarizes information abowicktoptions at December 31, 2003:

(Number of options in thousands)

Options Outstanding Options Exercisable

Range of Weighted-

Exercise Average  Weighted- Weighted-
Prices Remaining  Average Average
At Less Contractual Exercise Exercise
Least Than Options Life Price Options  Price
$20 - $30 1,524 8.82 $26.87 491  $29.12
$30 - $40 18,831 6.60 $32.42 13,506  $31.85
$40 - $50 2,431 1.90 $43.78 2,220  $43.96
$50 - $60 3,738 4.21 $55.28 3,466  $55.37
$60 - $70 6,054 4.50 $65.42 5,941  $65.43
$70 - $80 4,642 3.04 $73.26 4,640 $73.26
Over $80 2,329 3.17 $89.94 2,329  $89.94

39,549 32,593

NOTE 21: ACQUISITIONS

2003

The Company had a commitment under a put optiangament with the Burrell Companies, unaffiliatatitees, whereby the shareholder:
those Burrell Companies had the ability to put 10ifthe stock to Kodak for a fixed price plus thes@mption of debt. The option first
became exercisable on October 1, 2002 and wasatétiynexercised during the Company's fourth quameled December 31, 2002.
Accordingly, on February 5, 2003, the Company agglithe Burrell Companies for a total purchasespoicapproximately $63 million,

which was composed of approximately $54 milliorcash and $9 million in assumed debt. As the Compgéthyot want to operate the
business, they immediately entered into negotiattorsell the operations. As negotiations procegitedCompany determined that the
consideration expected in connection with the galald not be sufficient to recover the carryingueabf the assets. Accordingly, the
Company recorded an impairment charge of $9 milliothe second quarter of 2003. This charge i®cgfd in the selling, general and
administrative component within the accompanyingg€itidated Statement of Earnings for the year efsmmber 31, 2003. The Company
ultimately closed on the sale of the Burrell Conipamon October 6, 2003. The difference betweersale proceeds and the carrying value of

the net assets in the Burrell Companies upon digposvas not material.



During the first quarter, the Company paid appratiely $21 million for the rights to certain techogy. As this technology was still in the
development phase and not yet ready for commezat#in, it qualified as in-process research ancbgment. Additionally, management
determined that there are no alternative future fethis technology beyond its initial intendgaphlcation. Accordingly, the entire purchase
price was expensed in the year ended Decembe0B3,a5 research and development costs in the aeceimg Consolidated Statement of
Earnings.

During the second quarter, the Company purchasgdiggbScience Fiction's proprietary rapid film pessing technology and other assets for
approximately $32 million in cash. Of the $32 nailliin purchase price, approximately $16 millionressgnted goodwill. The balance of the
purchase price of approximately $16 million wasedlted to the acquired intangible assets, congisfitleveloped technologies, which have
useful lives ranging from two to six years.

On October 7, 2003, Kodak acquired all of the @utding shares of PracticeWorks, Inc. (PracticeWokk¢eading provider of dental practice
management software (DPMS) and digital radiographaging systems, for approximately $475 milliorcash, inclusive of transaction
costs. Accordingly, Kodak also became the 100% owh@aris-based subsidiary, Trophy Radiologie,. SaAdeveloper and manufacturer of
dental digital radiography equipment, which Pras@fitorks acquired in December 2002. This acquisittdhenable Kodak's Health Imaging
business to offer its customers a full spectrurdesftal imaging products and services from tradéiditm to digital radiography and
photography. Earnings from continuing operations2fa03 include the results of PracticeWorks from dlate of acquisition.

The following table summarizes the estimated falug of the assets acquired and liabilities assuahétte date of acquisition. The allocation
of the purchase price presented below is subje&fioement.

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 $71
Long-term debt 23
Other non-current liabilities 65
Total liabilities assumed $159

Net assets acquired $475



Of the $179 million of acquired intangible ass&E) million was assigned to research and developassets that were written off at the date
of acquisition. This amount was determined by idginig research and development projects that twd/et reached technological feasibility
and for which no alternative future uses existofAthe acquisition date, there were two projecéd thet these criteria. The value of the
projects identified to be in progress was deterghing estimating the future cash flows from the get§ once commercialized, less costs to
complete development, and discounting these nétfé@ass back to their present value. The discoatd used for these projects was 14%.
The charges for the write-off were included as aese and development costs in the Company's Caladeli Statement of Earnings for the
year ended December 31, 20

The remaining $169 million of intangible assetséaseful lives ranging from three to eighteen yebing intangible assets that make up that
amount include customer relationships of $123 onilleighteen- year weighted-average useful lifeyetbped technology of $44 million
(seven-year weighted-average useful life), andrahseets of $2 million (three-year weighted-avenaggful life). The $350 million of

goodwill will be assigned to the Health Imagingsemt and is not expected to be deductible for tapgses.

The unaudited pro forma combined historical resalésif PracticeWorks had been acquired at theninétg of 2003 and 2002, respectively,
are estimated to be:

(in millions, except per share data) 2003 2002
Net sales $1 3,447 $12,922
Earnings from continuing operations $ 232 $ 766
Basic and diluted earnings per share from

continuing operations $ 81 $ 2.63

The pro forma results include amortization of thiaingible assets presented above and interest ®perndebt assumed to finance the
purchase. The interest expense was calculated basih@ assumption that approximately $450 milbbthe purchase price was financed
through debt with an annual interest rate of apipnaiely 5%. The pro forma results exclude the woitieof research and development assets
that were acquired from the acquisition. The nundie@ommon shares used in basic earnings per §a2803 and 2002 were 286.5 million
and 291.5 million, respectively. The number of comnnshares used in diluted earnings per share fa8 28d 2002 were 286.6 million and
291.7 million, respectively. The pro forma resuate not necessarily indicative of what actually duave occurred if the acquisition had
been completed as of the beginning of each fiseabg presented, nor are they necessarily indieatffuture consolidated results.



On October 31, 2003, the Company announced thatittompleted the acquisition of Laser-Pacific Medorporation (Laser-Pacific), a
leading Hollywood-based post-production companyafgproximately $31 million or $4.22 per share. A time of the closing, Laser-Pacific
had approximately $6 million of net debt. The asifion will allow the Company to establish a majoesence in television post-production
and further extends Kodak's current digital serwvicapabilities in the feature film market. Approxitely $2 million of the purchase price was
allocated to customer-related intangible assetshidnee a useful life of four years. Approximately0dmillion of the purchase price was
allocated to goodwill, which is reported in the Qmany's Photography segment. The goodwill is noeetqul to be deductible for tax
purposes. Earnings from continuing operations @¥3include the results of Laser-Pacific from tlagedof acquisition.

On November 26, 2003, the Company announced thatitompleted the acquisition of Algotec Systetas (Algotec), a leading developer
of advanced picture-archiving-and-communicatiorsesys (PACS) in Raanana, Israel, for approximaiéB/million in cash. The acquisition
improves the Company's position in the growing reafkr Healthcare Information Systems (HCIS), whéctable radiology departments
worldwide to digitally manage and store medicalgesand information. The Company is currently @phocess of valuing the acquired
assets and liabilities and completing the purclpaiee allocation.

On December 26, 2003, an unaffiliated investor ad&k Wuxi China Limited (KWCL) exercised its rightader a put option arrangement,
which required Kodak to repurchase a 30% outstanatimority equity interest in this subsidiary fgepoximately $15 million in cash. Due
the timing of this acquisition, the purchase patlecation was not complete as of December 31, 2868ordingly, the purchase price in
excess of the fair value of the net assets acqoiragproximately $3 million has been recordedtimeo long-term assets in the accompanying
Consolidated Statement of Financial Position. Tinelpase price allocation will be completed in tinst fquarter of 2004, at which time the
excess purchase price will be allocated to goodwitl other identifiable assets.

On December 31, 2003, an unaffiliated investor @d#&k China Company Limited (KCCL) exercised itshtiggunder a put option
arrangement, which required Kodak to repurchage?s dutstanding minority equity interest in this sidliary for approximately $42 million

in cash. Due to the timing of this acquisition, thechase price allocation was not complete asaafeinhber 31, 2003. Accordingly, the
purchase price in excess of the fair value of #teassets acquired of approximately $3 million tesn recorded in other long-term assets in
the accompanying Consolidated Statement of FinhRoisition. The purchase price allocation will leenpleted in the first quarter of 2004,
which time the excess purchase price will be atlet@o goodwill and other identifiable assets.



During 2003, the Company completed a number oftenti@il acquisitions with an aggregate purchaseemfcapproximately $3 million, whic
were individually immaterial to the Company's figal position, results of operations or cash flows.

2002

On January 24, 2002, the Company completed thasitiqn of 100% of the voting common stock of ENCARc., (ENCAD) for a total
purchase price of approximately $25 million. Thegmase price was paid almost entirely in Kodak camistock. The purchase price in
excess of the fair value of the net assets acqoiragproximately $6 million has been allocategdodwill. Earnings from continuing
operations for 2002 include the results of ENCA@nirthe date of acquisition.

On September 11, 2002, the Company initiated aar ¢dfacquire all of the outstanding minority eguitterests in Kodak India Ltd., (Kodak
India), a majority owned subsidiary of the CompaRiye voluntary offer to the minority equity intetémlders of Kodak India was for the
acquisition of approximately 2.8 million sharesnegenting the full 25.24% minority ownership in thésidiary. In the fourth quarter of
2002, the Company purchased 2.1 million shareagproximately $16 million in cash. Because the pase price allocation was not
complete as of December 31, 2002, the excess megrace of approximately $8 million was recordeather long-term assets in the
Company's 2002 Consolidated Statement of FinaRdaition. Upon completion of the purchase pricecaition in 2003, the Company
reclassified essentially all of the excess purclpaime to goodwill. In December 2002, the Compalsp anade an offer to purchase the
remaining 6.04% outstanding minority interest indd& India for approximately $4.9 million. This atidhal repurchase was mostly
completed before the end of 2003. Kodak India dpsrim each of the Company's reportable segmedtgsangaged in the manufacture,
trading and marketing of cameras, films, photo deats and other imaging products.

On December 31, 2002, an unaffiliated investor @QL exercised its rights under a put option arramgat, which required Kodak to
repurchase a 10% outstanding minority equity irsteirethis subsidiary for approximately $44 millioncash. Due to the timing of this
acquisition, the purchase price allocation wascoatplete as of December 31, 2002. Accordingly pilnehase price in excess of the fair
value of the net assets acquired of approximate8riillion was recorded in other long-term assetthe Company's 2002 Consolidated
Statement of Financial Position. During 2003, tleenPany completed the purchase price allocatiora Aessult of this allocation, the
Company recorded goodwill of approximately $13 imilland recognized approximately $5 million in atimable intangible assets.

During 2002, the Company completed a number oftaxhdil acquisitions with an aggregate purchasesfcaapproximately $14 million,
which were individually immaterial to the Companfytsancial position, results of operations or céletvs.



2001

On December 4, 2001, the Company and SANYO Ele€i Ltd. announced the formation of a global bess venture, the SK Display
Corporation, to manufacture organic light emittiigde (OLED) displays for consumer devices sucbaamseras, personal data assistants
(PDAs), and portable entertainment machines. Kddaka 34% interest in the business venture andiloorgd approximately $17 million in
cash to this venture during 2003. Kodak is alsornitted to contribute $100 million in loan guararstedowever, the Company was not
required to make these loan guarantees as of Dege3ib2003. SANYO, which holds a 66% interestia business venture, contributed
approximately $33 million in cash during 2003 as@¢dmmitted to contribute $194 million in loan gartees.

On June 4, 2001, the Company completed its acounsif Ofoto, Inc. The purchase price of this stackuisition was approximately $58
million in cash. The acquisition was accountedd®ia purchase with $10 million allocated to tareii@t assets, $37 million allocated to
goodwill and $11 million allocated to other intabigi assets. The acquisition of Ofoto has accel@tdtelak's growth in the online
photography market and has helped drive more ragbightion of digital and online services. Ofoto défdigital processing of digital images
and traditional film, top-quality prints, privat@line image storage, sharing, editing and credtieés, frames, cards and other merchandise.

On February 7, 2001, the Company completed itsiaitiun of substantially all of the imaging serviceperations of Bell & Howell
Company. The purchase price of this stock and asspfisition was $141 million in cash, includingjaisition and other costs of $6 million.
The acquisition was accounted for as a purchade$t® million allocated to tangible net assets, ifldon allocated to goodwill, and $56
million allocated to other intangible assets, prifgacustomer contracts. The acquired units providstomers worldwide with maintenance
for document imaging components, micrographic-teel@&quipment, supplies, parts and service.

During 2001, the Company also completed additiacglisitions with an aggregate purchase price pfag@mately $122 million in cash and
stock, none of which were individually materialthe Company's financial position, results of ogeret or cash flows.



NOTE 22: DISCONTINUED OPERATIONS
2003

During the three month period ended March 31, 2€@8Company repurchased certain properties the in#ially sold in connection with
the 1994 divestiture of Sterling Winthrop Inc., wihirepresented a portion of the Company's intaging health businesses. The repurcha
these properties allows the Company to directly agarthe environmental remediation that the Comjmrgquired to perform in connection
with those properties, which will result in bettererall cost control (see Note 11, "Commitments @odtingencies"). In addition, the
repurchase eliminated the uncertainty regardingaheverability of tax benefits associated with ithéemnification payments that were
previously being made to the purchaser. Accordintig Company reversed a tax reserve of approxiyn@ié million through earnings from
discontinued operations in the accompanying Codatdd Statement of Earnings for the twelve montitkeed December 31, 2003, which was
previously established through discontinued openati

During the three month period ended March 31, 2€@8Company received cash relating to the faverabtcome of litigation associated
with the 1994 sale of Sterling Winthrop Inc. Théated gain of $19 million was recognized in logmfrdiscontinued operations in the
Consolidated Statement of Earnings for the yeaeémkcember 31, 2002. The cash receipt is reflentdte net cash provided by (used in)
discontinued operations component in the accompagn@onsolidated Statement of Cash Flows for thévewamonths ended December 31,
2003.

During the fourth quarter of 2003, the Company rded a net of tax credit of $7 million through distinued operations for the reversal o
environmental reserve, which was primarily attréhle to positive developments in the Company's déatien efforts relating to a formerly
owned manufacturing site in the U.S. In additiom;ng the fourth quarter of 2003, the Company reedrstate income tax reserves of $3
million, net of tax, through discontinued operatia@iue to the favorable outcome of tax audits imeation with a formerly owned business.

2002

The net loss from discontinued operations of $28aniin the accompanying Consolidated Statemeriarhings for the twelve months
ended December 31, 2002 reflects losses incuroea fine shutdown of Kodak Global Imaging, Inc., whaanounted to $35 million net of
tax, partially offset by net of tax earnings of $hflion related to the favorable outcome of litiigen associated with the 1994 sale of Sterling
Winthrop Inc.



NOTE 23: SEGMENT INFORMATION
Current Segment Reporting Structure

The Company currently reports financial informatfonthree reportable segments (Photography, Hémi#tging, and Commercial Imaging)
and All Other. This operational structure, whicleémtered around strategic product groups, reflemts senior management reviews the
business, makes investing and resource allocagoisions, and assesses operating performance trategsc product groups from existing
businesses and geographies have been integrateseminents that share common technology, manuifagtand product platforms, and
customer sets.

The Photography segment derives revenues from owarsiiim products, sales of origination and prilrhfto the entertainment industry, se
of professional film products, traditional and iekphoto paper, chemicals, traditional and digitaheras, photoprocessing equipment and
services, and digitization services, including pealservices. The Health Imaging segment derivesntgas from the sale of digital products,
including laser imagers, media, computed and dnatibgraphy equipment and healthcare informatiatesns, as well as traditional medical
products, including analog film, equipment, chemyisservices and specialty products for the mamuayaigy, oncology and dental fields. The
Commercial Imaging segment derives revenues froanafiim equipment and media, wide-format inkjetppeirs, inks and media, scanners,
other business equipment, media sold to commaeaniigovernment customers, long-term governmentactst and graphics film products
sold to the Kodak Polychrome Graphics joint ventililee All Other group derives revenues from the sdélOLED displays, imaging sensor
solutions and optical products to other manufacsure

Transactions between segments, which are immatareimade on a basis intended to reflect the rhadtee of the products, recognizing
prevailing market prices and distributor discoudtferences between the reportable segments' bpgnasults and net assets and the
Company's consolidated financial statements reglatearily to items held at the corporate level, amather items excluded from segment
operating measurements.

No single customer represented 10% or more of tiragany's total net sales in any period presel

Segment financial information is shown below.



(in millions) 2003

Net sales from continuing operations:

Photography $9,232 $

Health Imaging 2,431

Commercial Imaging 1,559

All Other 95
Consolidated total $13,317 $1

Earnings from continuing operations
before interest, other charges,
net, and income taxes:

Photography $ 418 $
Health Imaging 481
Commercial Imaging 166
All Other (78)

Total of segments 987
Strategic asset impairments ?3)
Impairment of Burrell Companies'

net assets held for sale 9)
Restructuring costs and other (557)

Donation to technology enterprise (8)
GE settlement 12

Patent infringement claim settlement  (14)
Prior year acquisition settlement (14)
Legal settlements (8)
Environmental reserve reversal 9
Wolf charge -
Environmental reserve -
Kmart charge -

Consolidated total $ 371 %

Net earnings from continuing

operations:
Photography $ 347 $
Health Imaging 382
Commercial Imaging 99
All Other (73)

Total of segments 755

Strategic asset and venture

investment impairments ©)
Impairment of Burrell Companies'

net assets held for sale 9)
Restructuring costs and other (557)

Donation to technology enterprise (8)
GE settlement 12)

Patent infringement claim settlement  (14)
Prior year acquisition settlement (14)
Legal settlements (8)
Environmental reserve reversal 9
Wolf charge -
Environmental reserve -
Kmart charge -

Interest expense (148)

Other corporate items 11

Tax benefit - contribution of patents 13
Tax benefit - PictureVision

subsidiary closure -

Tax benefit - Kodak Imagex Japan -
Income tax effects on above items

and taxes not allocated to segments 227

Consolidated total $ 238 $

2002 2001
9,002 $9,403
2,274 2,262
1,456 1,454

103 110

771 $ 787
431 323
192 172
(28)  (60)
1,366 1,222
B2 (@1

- ()

- @Y

- (20
1,220 $ 352
550 $ 535
313 221
83 84
(23)  (39)
923 802
(50) (15

- (77)
- (41)
- (20)
(173)  (219)
14 8

45 -
46 -
102 363
793 $ 81



(in millions) 2003 2002 2001

Segment total assets:

Photography $8,905 $ 8,798 $9,255
Health Imaging 2,600 2,011 2,038
Commercial Imaging 1,396 1,405 1,438
All Other 10 66 (26)
Total of segments 12911 1 2,280 12,715
LIFO inventory reserve (362) (392) (444)
Cash and marketable securities 1,261 577 451
Deferred income tax assets 988 933 722
Other corporate assets/(reserves) 20 (29) (82)
Consolidated total assets $14,818 $1 3,369 $13,362

Depreciation expense from continuing
operations:

Photography $ 646 $ 634 $ 599
Health Imaging 105 107 96
Commercial Imaging 69 74 69
All Other 10 3 1
Consolidated total $ 830 $ 818 $ 765

Goodwill amortization expense from
continuing operations:

Photography $ - 3 - $ 110
Health Imaging - - 28
Commercial Imaging - - 15
All Other - - -
Consolidated total $ - 8 - $ 153

Capital additions from continuing

operations:

Photography $ 377 % 408 $ 555
Health Imaging 81 81 128
Commercial Imaging 39 83 56
All Other 9 5 4

Consolidated total $ 506 $ 577 $ 743



(in millions) 2003 2002 2001

Net sales to external customers attributed to

The United States $5,858 $6, 008 $6,419
Europe, Middle East and Africa 3,794 3, 363 3,275
Asia Pacific 2,347 2, 242 2,215
Canada and Latin America 1,318 1, 222 1,320
Consolidated total $13,317 $12, 835 $13,229

(1) Sales are reported in the geographic area iohathey originate.

Property, plant and equipment, net located in:

The United States $3,217 $3, 501 $3,738
Europe, Middle East and Africa 734 769 672
Asia Pacific 920 943 977
Canada and Latin America 223 207 272
Consolidated total $5,094 $5, 420 $5,659

New Kodak Operating Model and Change in Reporting 8ucture

As of and for the year ended December 31, 2003Ctmpany reported financial information for threpartable segments (Photography,
Health Imaging and Commercial Imaging) and All Qtlidowever, in August of 2003, the Company annodribe realignment of its
operations to accelerate growth in the commercidl@nsumer digital imaging markets. In connectidth the realignment, the Company's
new reporting structure will be implemented begignin the first quarter of 2004 as outlined below:

Digital and Film Imaging Systems Segment: The Rigind Film Imaging Systems segment comprisesaime products and services as the
current Photography segment without change.

Health Imaging Segment: There were no changestbl#alth Imaging segment.

Commercial Imaging Segment: Subsequent to thegreakent, the Commercial Imaging segment is composddcument imaging products
and services, commercial and government systenthipt® and services, and optics. Prior to the realgnt, optics was included in All Oth
Beginning in the first quarter of 2004, this segmmeiti exclude the results of Remote Sensing Systamd Research Systems, Inc., which

were part of the commercial and government sysfmoducts and services, as a result of the saleesktbusinesses to ITT Industries, Inc.
that was announced in February 2004.



Commercial Printing Segment: As of January 1, 2884 Commercial Printing Segment is composed oibepany's equity investments in
NexPress (Kodak's 50/50 joint venture with Heidedb@and Kodak Polychrome Graphics (Kodak's 50/%@ jeenture with Sun Chemica
and the graphics and wide-format inkjet businessk®f the above were formerly included in the Qoercial Imaging Segment prior to the
realignment. This segment will also include thauhssof Scitex Digital Printing, which was acquiredJanuary 2004 and has since been
renamed Kodak Versamark, and the results of HetdglDigital LLC and Heidelberg's 50% share of Ned8rupon the closing of this
acquisition, which is expected to occur in May 2004

All Other: All Other is composed of Kodak's displaiyd components business for organic light emittiiogle (OLED) displays, sensors and
other small, miscellaneous businesses.



NOTE 24: QUARTERLY SALES AND EARNINGS DATA - UNAUD ITED

4th Qtr.  3rd Qtr . 2nd Qtr.  1st Qtr.
(in millions, e xcept per share data)
2003
Net sales from continuing
operations $3,778  $3,447 $3,352  $2,740
Gross profit from continuing
operations 1,217 1,127 1,116 824
Earnings (loss) from continuing
operations 7(0B) 122 4) 112(3) (3)(1)
Earnings from discontinued
operations (10) 12 (6) - - 15 (2)
Net earnings 19 122 112 12

Basic and diluted net earnings
(loss) per share (11)

Continuing operations .03 42 .39 (.01)
Discontinued operations .04 .00 .00 .05
Total .07 42 .39 .04

2002
Net sales from continuing

operations $3,441  $3,352 $3,336  $2,706
Gross profit from continuing

operations 1,206 1,290 1,254 860
Earnings from continuing

operations 130 (9) 336 (8) 286(7) 41
Loss from discontinued

operations (10) 17) (2 ) 2) 2)
Net earnings 113 334 284 39

Basic and diluted net earnings
(loss) per share (11)

Continuing operations .45 1.16 .98 .14
Discontinued operations (.06) (.01 ) (01) (.01)
Total .39 1.15 .97 13

(1) Includes $46 million ($14 million included st of goods sold and $32 million included in restaring costs and other) of restructuring
charges, which reduced net earnings by $30 miltk&1; million of purchased R&D, which reduced nan@zgs by $13 million; $12 million
(included in SG&A) for a charge related to an ilgetual property settlement, which reduced netiagmby $7 million; and an $8 million
(included in benefit for income taxes) tax benedlated to the donation of certain patents.

(2) Represents the reversal of a tax reserve negudiitbm the Company's repurchase of certain pteggethat were initially sold in connection
with the 1994 divestiture of Sterling Winthrop Inc.

(3) Includes $54 million ($10 million included imst of goods sold and $44 million included in restaring costs and other) of restructuring
charges, which reduced net earnings by $36 milfdd; million (included in SG&A) for a charge conitegt with the settlement of a patent
infringement claim, which reduced net earnings ®yi#illion; $14 million (included in SG&A) for a clhge connected with a prior-year
acquisition, which reduced net earnings by $9 oritliand $9 million (included in SG&A) for a chargewrite down certain assets held for
sale following the acquisition of the Burrell Conmies, which reduced net earnings by $6 million.



(4) Includes $185 million ($33 million included awst of goods sold and $152 million included irtmesturing costs and other) of
restructuring charges, which reduced net earnigggl®5 million; and $8 million (included in SG&AdF a donation to a technology
enterprise, which reduced net earnings by $5 millio

(5) Includes $272 million ($16 million included awst of goods sold and $256 million included irtmesturing costs and other) of
restructuring charges, which reduced net earnigggl87 million; $8 million (included in SG&A) forelgal settlements, which reduced net
earnings by $5 million; $3 million (included in S@& for strategic asset impairments, which reducedearnings by $2 million; $4 million
(included in other charges) for non-strategic assie- downs, which reduced net earnings by $2ionij $10 million of purchased R&D
(included in R&D), which reduced net earnings byn$iflion; a $9 million reversal (included in SG&A)r an environmental reserve, which
increased net earnings by $6 million; and a $5ionil(included in benefit for income taxes) tax bimelated to the donation of certain
patents.

(6) Includes $12 million for the reversal of envirental reserves at a formerly owned manufactisiteg which increased net earnings by $7
million; and a $3 million increase to net earniimyselation to the reversal of state income taeress.

(7) Includes $13 million ($10 million included irGRA and $3 million included in other charges) foclaarge related to asset impairments,
which reduced net earnings by $9 million; and a §dlion (included in provision for income taxegitbenefit related to the closure of the
Company's PictureVision subsidiary.

(8) Includes $29 million (included in restructuringsts and other) reversal of restructuring charglesed to costs originally recorded as part
of the Company's 2001 restructuring programs, whicheased net earnings by $18 million; $20 mill{@rcluded in restructuring costs and
other) of restructuring costs, which reduced netiegs by $20 million; $21 million ($13 million iheded in SG&A and $8 million included

in other charges) for a charge related to assedimments, which reduced net earnings by $13 millaord a $46 million (included in provisit
for income taxes) tax benefit related to the cadsadibn of its photofinishing operations in Japan.

(9) Includes $123 million ($16 million included awst of goods sold and $107 million included irtmesturing costs and other) of
restructuring charges, which reduced net earnigdgs/8 million; $16 million ($9 million included iIBG&A and $7 million included in other
charges) for a charge related to asset impairnamiother asset write-offs, which reduced net agmby $12 million; and a $30 million
(included in provision for income taxes) tax benedlated to changes in the corporate tax rateasedt write-offs.

(10)Refer to Note 22, "Discontinued Operations"datiscussion regarding loss from discontinued aijms.
(11)Each quarter is calculated as a discrete paaodthe sum of the four quarters may not equaiuthgear amount.
Changes in Estimates Recorded During the Fourtht@uanded December 31, 2003

During the fourth quarter ended December 31, 26G8Company recorded approximately $38 milliontietato changes in estimates with
respect to certain of its employee benefit andritige compensation accruals. These changes inastinfiavorably impacted the results for
the fourth quarter by $.11 per share.



NOTE 25: SUBSEQUENT EVENTS

On October 22, 2003, the Company announced thagried a 20-year agreement with China Lucky FilmpC®n February 10, 2004, the
Chinese government approved the Company's acquigifi20 percent of Lucky Film Co. Ltd. (Lucky Fijnthe largest maker of
photographic film in China, in exchange for appmately $100 million in cash, plus approximately $8illion in additional net cash to build
and upgrade manufacturing assets, and other Kastatsa Also, under the arrangement, the Compahypreide Lucky Film with technical
support, training and equipment upgrades, and Ldky will pay Kodak a royalty fee for the use @frtain of the Company's technologies
well as dividends on the Lucky Film shares that &odill acquire.

On November 25, 2003, the Company announced thatlientered an agreement to acquire the ass8tstek Digital Printing (SDP) from
its parent for $250 million, net of any cash ondhanclosing which totaled approximately $13 millidesulting in a net cash price of $237
million. SDP is the leading supplier of high-speeaitinuous inkjet printing systems, primarily Sag/the commercial and transactional
printing sectors. Customers use SDP's productarbytility bills, banking and credit card statemtg direct mail materials, as well as
invoices, financial statements and other transaatidocuments. The acquisition will provide the (oamy with additional capabilities in the
transactional printing and direct mail sectors wltiteating another path to commercialize propiyetadjet technology. The acquisition was
completed on January 5, 2004. Kodak is in the m®0oé obtaining a third-party valuation to asgisthie purchase price allocation.

On February 9, 2004, the Company announced itatitdesell the assets and business of the Remot&ErgeSystems operation, including the
stock of Kodak's wholly owned subsidiary, Rese@ghtems, Inc., collectively known as RSS, to ITdustries for $725 million in cash.
RSS, a leading provider of specialized imaging tsmhs to the aerospace and defense communityrispthe Company's Commercial &
Government Systems' operation within the Commeinialging segment and its customers include NASKAeoU.S. government agencies,
and aerospace and defense companies. Kodak's R&S8iop had sales in 2003 of approximately $42%anil The sale of RSS is expected to
result in an after-tax gain of approximately $390ian (unaudited). The after-tax gain excludes goéential impacts from any settlement or
curtailment gains or losses that may be incurrezbimection with the Company's pension and postragnt benefit plans, as these amounts
are not currently determinable. The Company isenily evaluating whether the sale of RSS will becamted for as a discontinued operation
beginning in the first quarter of 2004 in accordamdith SFAS No. 144.



On March 8, 2004, the Company announced that itlgaeled with Heidelberger Druckmaschinen AG (Héidegd) to purchase Heidelberg's
50 percent interest in NexPress Solutions LLC,/a®bint venture of Kodak and Heidelberg that nsakiegh-end, on-demand digital color
printing systems, and the equity of Heidelberg figiLC, a leading maker of digital black-and-whiariable-data printing systems. Kodak
also will acquire NexPress GmbH, a German subsidiiHeidelberg that provides engineering and degwelent support, and certain
inventory, assets, and employees of Heidelbergismal operations or market centers. The Compatiynat pay any cash at closing for the
businesses being acquired. Under the terms ofdipgisition, Kodak and Heidelberg agreed to userfopeance-based earn-out formula
whereby Kodak will make periodic payments to Hdigey over a two-year period, if certain sales gaedsmet. If all sales goals are met
during the next two calendar years ending Decer®bg2005, the Company will pay a maximum of $150iom in cash. Additional
payments may also be made if certain sales goalsat during a five- year period following the détapof the transaction. This acquisition,
which is expected to close in May 2004, advancesbmpany's strategy of diversifying its businemdfplio, and accelerates its participat
in the digital commercial printing industry.

Eastman Kodak Company

SUMMARY OF OPERATING DATA (in millions, except per share data,
shareholders, and employees)

2003 2002 20 01 2000 1999
Net sales from continuing
operations $13,317 $12,835 $13,2 29 $13,994 $14,089

Earnings from continuing
operations before interest,
other charges, net,

and income taxes 371 1,220 3 52 2,214 1,990
Earnings (loss) from:

Continuing operations 238 (1) 793(2) 81(3) 1,407(4) 1,392(5)
Discontinued operations 27 (6) (23)(6) B)e) - -

NET EARNINGS 265 770 76 1,407 1,392

EARNINGS AND DIVIDENDS
Net earnings

- % of sales 20% 6.0% O 6% 10.1% 9.9%
- % return on average

shareholders' equity 88% 27.2% 2 4% 38.3% 35.2%
Basic earnings (loss) per

share:

Continuing operations .83 272 . 28 462 4.38
Discontinued operations .09 (.08) (. 02) - -

Total 92 264 . 26 4.62 4.38
Diluted earnings (loss) per

share:

Continuing operations .83 272 . 28 459 4.33
Discontinued operations .09 (.08) (. 02) - -

Total 92 264 . 26 459 4.33
Cash dividends declared and

paid

- on common shares 330 525 6 43 545 563

- per common share 1.15 180 2. 21 176 1.76
Common shares outstanding at

year end 286.6 285.9 290 .9 290.5 3104
Shareholders at year end 85,712 89,988 91,8 93 113,308 131,719

STATEMENT OF FINANCIAL
POSITION DATA
Operational working

capital (7) $1,094 $ 474 % 7 97 $1,420 $ 777
Working capital 148 (968) (7 37) (786) (385)
Property, plant and

equipment, net 5,094 5,420 5,6 59 5,919 5,947
Total assets 14,818 13,494 13,3 62 14,212 14,370

Short-term borrowings
and current portion of

long-term debt 946 1,442 1,5 34 2,206 1,163
Long-term debt, net of

current portion 2,302 1,164 1,6 66 1,166 936
Total shareholders' equity 3,264 2,777 2,8 94 3,428 3,912

SUPPLEMENTAL INFORMATION
Net sales from continuing

operations - Photography $ 9,232 $9,002 $9,4 03 $10,231 $10,265
- Health Imaging 2,431 2,274 2,2 62 2,220 2,159
- Commercial
Imaging 1559 1,456 1,4 54 1,417 1,479
- All Other 95 103 1 10 126 186
Research and development
costs 781 762 7 79 784 817

Depreciation 830 818 7 65 738 773



Taxes (excludes payroll,
sales and excise taxes) 24 288 1
Wages, salaries and employee
benefits 4,090 3,991 338
Employees at year end
-in the U.S. 35,400 39,000 42,0
- worldwide 63,900 70,000 75,1

(see footnotes on next page)

54

24

00
00

933 806
3,726 3,962

43,200 43,300
78,400 80,650



SUMMARY OF OPERATING DATA
Eastman Kodak Company

(footnotes for previous page)

(1) Includes $557 million of restructuring charg®31 million of purchased R&D; $7 million for a alga related to asset impairments and
other asset writeffs; a $12 million charge related to an intelledtproperty settlement; $14 million for a chargamected with the settleme
of a patent infringement claim; $14 million for harge connected with a prior-year acquisition; $8ion for a charge to write down certain
assets held for sale following the acquisitionhaf Burrell Companies; $8 million for a donatiorettechnology enterprise; $8 million for le
settlements; a $9 million reversal for an environtakreserve; and a $13 million tax benefit relate@atent donations. These items reduced
net earnings by $423 million.

(2) Includes $143 million of restructuring charg®29 million reversal of restructuring charges; $3illion for a charge related to asset
impairments and other asset write-offs; and a $hilion tax benefit relating to the closure of tBempany's PictureVision subsidiary, the
consolidation of the Company's photofinishing ofiers in Japan, asset write-offs and a changedrctiporate tax rate. These items
improved net earnings by $7 million.

(3) Includes $678 million of restructuring charg®42 million for a charge related to asset impamta@ssociated with certain of the
Company's photofinishing operations; $15 million &sset impairments related to venture investm&dts;million for a charge for
environmental reserves; $77 million for the Wolhkeuptcy; a $20 million charge for the Kmart bariay; $18 million of relocation charg
related to the sale and exit of a manufacturingifizcan $11 million tax benefit related to a faable tax settlement; and a $20 million tax
benefit representing a decline in the year-over-gffective tax rate. These items reduced net egsny $594 million.

(4) Includes accelerated depreciation and relocati@rges related to the sale and exit of a maturfag facility of $50 million, which
reduced net earnings by $33 million.

(5) Includes $350 million of restructuring chargasd an additional $11 million of charges relatethis restructuring program; $103 million
of charges associated with business exits; a gé&@®million on the sale of The Image Bank; arghin of $25 million on the sale of the
Motion Analysis Systems Division. These items redlinet earnings by $227 million.

(6) Refer to Note 22, "Discontinued Operations"datiscussion regarding the earnings (loss) frasnatitinued operations.

(7) Excludes short-term borrowings and currentiparof long-term debt.



ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
ITEM 9A. CONTROLS AND PROCEDURES

In accordance with the Securities Exchange Act ®RliBa-15 and 15d- 15,the Company's management; thedsupervision of the Chief
Executive Officer and Chief Financial Officer, carted an evaluation of the effectiveness of thégdesnd operation of the Company's
disclosure controls and procedures as of the etitegberiod covered by this report. Based on thaluation, the Chief Executive Officer and
Chief Financial Officer concluded that the desigd aperation of the Company's disclosure contmotsocedures were effective. There has
been no change in the Company's internal contret imancial reporting that occurred during the gracovered by this report that has
materially affected, or is reasonably likely to evally affect, the Company's internal control ofieancial reporting.

PART 1lI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information required by Item 10 regarding dioes is incorporated by reference from the infolioratinder the caption "Board Structure
and Corporate Governance - Board of Directorshe@@ompany's Notice of 2004 Annual Meeting and PiStatement (the Proxy
Statement), which will be filed within 120 dayseafDecember 31, 2003. The information requiredtegni10 regarding audit committee
financial expert disclosure is incorporated by refiee from the information under the caption "Boatdicture and Corporate Governance -
Audit Committee Financial Qualifications" in thedRy Statement. The information required by Itenrd@arding executive officers is
contained in Part | under the caption "Executivéidefs of the Registrant” on page 16. The inforovatiequired by Item 10 regarding the
Company's written code of ethics is incorporatedefgrence from the information under the captitBard Structure and Corporate
Governance - Corporate Governance Guidelines" Bodrd Structure and Corporate Governance - Busi@essluct Guide and Directors'
Code of Conduct."



ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 11 is incorporabgdreference from the information under the folilegvcaptions in the Proxy Statement:
"Board Structure and Corporate Governance - DirgCtompensation,” "Compensation of Named Executiffe€s," "Summary
Compensation Table," "Option/SAR Grants in Last&isrear,” "Aggregated Option/SAR Exercises in LEistal Year and Fiscal Year-End
Option/SAR Values," "Stock Options Outstanding un8leareholder and Non-Shareholder Approved Pl&hseyig- Term Incentive Plan,"
"Long-Term Incentive Plan - Awards in Last Fiscaa¥," "Employment Contracts and Arrangements,” f@eain Control Arrangements,"
"Retirement Plan,"” "Report of the Executive Comatios and Development Committee," and "Performdbi@ph- Shareholder Return."

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information required by Item 12 is incorporabgdreference from the information under the capt®eneficial Security Ownership of
Directors, Nominees and Executive Officers" in Brexy Statement.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

None to report

ITEM 14. PRINCIPAL AUDITOR FEES AND SERVICES

The information required by Item 14 regarding pipat auditor fees and services is incorporateddigrence from the information under the
caption "Report of the Audit Committee" in the Pyc&tatement.



PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K

Page No.
(a) 1. Consolidated financial statements:
Report of independent auditors 92
Consolidated statement of earnings 93
Consolidated statement of financial positio n 94
Consolidated statement of shareholders' equ ity 95-97
Consolidated statement of cash flows 98-99
Notes to financial statements 100-177
2. Financial statement schedules:
Il - Valuation and qualifying accounts 185
All other schedules have been omitted becau se 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 ar e listed in the

index appearing on pages 186 through 193.

(b) Report on Form 8-K.

On October 7, 2003, the Company filed under Itetne5October 6, 2003 press release announcingéstian to offer up to $575 million of
Convertible Senior Notes to qualified institutiomalyers pursuant to Rule 144A under the Secutf 1933. On October 7, the Company
also filed exhibits under Item 7 relating to th&&ar and the 364-Day Credit Agreements betweemizasKodak Company, the banks, and
others.

On October 10, 2003, the Company filed under Itettme5press release announcing the completion gfrikiate placement of $575 million of
3.375% Convertible Senior Notes due 2033 to qeaifinstitutional buyers pursuant to Rule 144A uriberSecurities Act of 1933. On
October 10, the Company also filed exhibits untemnl7 for certain agreements and instruments kelatéhis transaction.

On October 10, 2003, the Company filed under Iteime5press release announcing the completion afffeeng and sale of $500 million of
7.25% Senior Notes due 2013 made pursuant to thgp&ay's registration statement on Form S-3. Onlégctd0, the Company also filed
exhibits under Item 7 for certain agreements, imsgnts, and calculations related to this transactio

On October 22, 2003, the Company furnished (netlfipursuant to Item 12 under Item 9 (in accordavitiethe interim filing guidance for
these items) the press release and related fidatistaission document relating to the resultsofhitrd fiscal quarter ended September 30,
2003, which was also filed as an exhibit under I#em



On December 17, 2003, the Company filed a repofiam 8-K under Iltem 5 announcing that the BoarBioéctors approved a number of
changes to the Company's by-laws and amended atada@ the by- laws to effect those changes. Thepaay also filed an exhibit under
Item 7 relating to the amended and restated by:-laws

On December 29, 2003, the Company filed a repofiam 8K under Item 4 announcing that the Company's managéapproved a chan
in the independent accountants of the Eastman KBdgioyees' Savings and Investment Plan from PatesliouseCoopers LLP to Insero,
Kasperski, Ciaccia & Co., P.C. for the fiscal yeading December 30, 2003. The Company also fileeixaibit under Iltem 7 relating to the
letter from the prior independent accountants.



SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, thereduatyp authorized.

EASTMAN KODAK COMPANY
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By: By:

Daniel A. Carp Robert H. Brust

Chairman & Chief Executive Officer  Chief Fin ancial Officer, and
Executive Vice President
Richard G . Brown
Chief Acc ounting Officer, and
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Date: March 15, 2004

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on the iddicated.

Richard S. Braddock, Director Durk I. J ager, Director
William W. Bradley, Director Debra L. Lee, Director

Daniel A. Carp, Director Delano E. Lewis, Director
Martha Layne Collins, Director Paul H. O ‘Neill, Director
Timothy M. Donahue, Director Hector de J. Ruiz, Director
William H. Hernandez, Director Laura D'A ndrea Tyson, Director

Date: March 15, 2004



Eastman Kodak Company
Valuation and Qualifying Accou
(in millions)
Balance at
Beginning Charges
of Period to Earnings

Year ended December 31, 2003

Deducted in the Statement

of Financial Position:

From Current Receivables
Reserve for doubtful
accounts $104
Reserve for loss on
returns and allowances 33

$28

17

$137 $ 45

TOTAL

From Long-Term Receivables
and Other Noncurrent
Assets

Reserve for doubtful

accounts $53 $ 4

Year ended December 31, 2002

Deducted in the Statement

of Financial Position:

From Current Receivables
Reserve for doubtful
accounts $92
Reserve for loss on
returns and allowances 17

$92

17

$109 $109

TOTAL

From Long-Term Receivables
and Other Noncurrent
Assets

Reserve for doubtful

accounts $51 $13

Year ended December 31, 2001

Deducted in the Statement

of Financial Position:

From Current Receivables
Reserve for doubtful
accounts $62
Reserve for loss on
returns and allowances 27

$95

12

$89 $107

TOTAL

From Long-Term Receivables
and Other Noncurrent
Assets

Reserve for doubtful

accounts $8 $ 46

Schedule Il

nts

Balance
Amounts at End of
Written Off Period

$56 $76
14 36
$70 $112
$41 $16
$80 $104
1 33
$81 $137
$11 $53
$65 $92
22 17
$87 $109

$3 $51



Eastman Kodak Company
Index to Exhibits

Exhibit
Number

(3) A. Certificate of Incorporation. (Incorporatby reference to the Eastman Kodak Company AnnupbR®n Form 1K for the fiscal yea
ended December 25, 1988, Exhibit 3.)

B. By-laws, as amended through December 16, 2008orporated by reference to the Eastman Kodak Gomurrent Report on Form 8-K
for the date December 16, 2003 as filed on Decembe?003, Exhibit 3.)

(4) A. Indenture dated as of January 1, 1988 betviEsstman Kodak Company as issuer of (i) 9.95% bBieipes Due 2018, (ii) 9 1/2% Notes
Due 2008, (iii) 9.20% Debentures Due 2021, and

(iv) 7.25% Notes Due 2005, and The Bank of New YaskTrustee. (Incorporated by reference to thenimsKodak Company Annual Reg
on Form 10-K for the fiscal year ended Decemberl®88, Exhibit 4.)

B. First Supplemental Indenture dated as of Septe®p1991 and Second Supplemental Indenture @atefl September 20, 1991, each
between Eastman Kodak Company and The Bank of Nerk &s Trustee, supplementing the Indenture desttiib A. (Incorporated by
reference to the Eastman Kodak Company Annual RepofForm 10-K for the fiscal year ended Decemiderl®91, Exhibit 4.)

C. Third Supplemental Indenture dated as of Jan2@n1993, between Eastman Kodak Company and Thike &aNew York as Trustee,
supplementing the Indenture described in A. (Inocaiped by reference to the Eastman Kodak Compampa&irReport on Form 10-K for the
fiscal year ended December 31, 1992, Exhibit 4.)

D. Fourth Supplemental Indenture dated as of Mard993, between Eastman Kodak Company and The &aNkw York as Trustee,
supplementing the Indenture described in A. (Inocaiped by reference to the Eastman Kodak Compamp&irReport on Form 10-K for the
fiscal year ended December 31, 1993, Exhibit 4.)



Eastman Kodak Company Index to Exhibits

Exhibit
Number

(4) E. Five-Year Credit Agreement among Eastmanakddompany, The Banks named therein, J.P. Morgauriies Inc. as Syndication
Agent and Citibank, N.A. as Administrative Agenél&@mon Smith Barney Inc. and J.P. Morgan Securitiesas Co-Advisors, Co-Lead
Arrangers and Co- Bookrunners, dated as of Jul2@31, $1,225,000,000. (Incorporated by refereadhd Eastman Kodak Company
Current Report on Form 8-K for the date Octobe2()3 as filed on October 7, 2003, Exhibit 4.)

F. AMENDMENT NO. 1 to the Five-Year Credit Agreenti@mong Eastman Kodak Company, The Banks nameeithdcP. Morgan
Securities Inc. as Syndication Agent and Citibaxild. as Administrative Agent, Salomon Smith Barmey. and J.P. Morgan Securities Inc.
as Co-Advisors, Co-Lead Arrangers and Co-Bookrusyrdated as of July 12, 2002, $1,225,000,000.

(Incorporated by reference to the Eastman Kodak iz Current Report on Form 8-K for the date Oat@)@003 as filed on October 7,
2003, Exhibit 4.)

G. 364-Day Credit Agreement among Eastman Kodakf2amy, The Banks named therein, Citibank, N.A., dmiistrative Agent, BNP
Paribas as Syndication Agent and The Bank of Naai& as Documentation Agent, Citigroup Global Maskinc. and Scotia Capital as Ji
Lead Arrangers, Citigroup Global Markets Inc. a®Bwoinner, dated as of July 11, 2003, $1,000,000,0860rporated by reference to the
Eastman Kodak Company Current Report on Form 8rKhe date October 6, 2003 as filed on Octobe®@32Exhibit 4.)

H. Form of the 7.25% Senior Notes due 2013. (Inofed by reference to the Eastman Kodak Compamnge@uReport on Form 8-K for the
date October 10, 2003 as filed on October 10, 26®Bibit 4.)

I. Resolutions of the Committee of the Board ofdators of Eastman Kodak Company, adopted on Octob#03, establishing the terms of
the Securities. (Incorporated by reference to thetfian Kodak Company Current Report on Form 8-KHerdate October 10, 2003 as filed
on October 10, 2003, Exhibit 4.)

J. Fifth Supplemental Indenture, dated Octobe2003, between Eastman Kodak Company and The BaNkwfYork, as Trustee.
(Incorporated by reference to the Eastman Kodak gamy Current Report on Form 8-K for the date Oatdle 2003 as filed on October 10,
2003, Exhibit 4.)



Eastman Kodak Company Index to Exhibits (continued)

Exhibit
Number

Eastman Kodak Company and certain subsidiariepatees to instruments defining the rights of hoddef long-term debt that was not
registered under the Securities Act of 1933. Eastik@dak Company has undertaken to furnish a copliesfe instruments to the Securities
and Exchange Commission upon request.

(10) B. Eastman Kodak Company Insurance Plan foedDars. (Incorporated by reference to the Eastitmiak Company Annual Report on
Form 10-K for the fiscal year ended December 2851 &xhibit 10.)

C. Eastman Kodak Company Deferred CompensationfBidbirectors, as amended February 11, 2000. ¢(parated by reference to the
Eastman Kodak Company Quarterly Report on Form X6r@he quarterly period ended June 30, 1999 taadastman Kodak Company
Annual Report on Form 10-K for the fiscal year eshddecember 31, 1999, Exhibit 10.)

E. 1982 Eastman Kodak Company Executive Deferradfgmsation Plan, as amended effective Decemb&99, {Incorporated by
reference to the Eastman Kodak Company Annual RepofForm 10K for the fiscal year ended December 31, 1996,taadQuarterly Repc
on Form 10-Q for the quarterly period ended SeptF80, 1999, and the Eastman Kodak Company AnnepbR on Form 10-K for the
fiscal year ended December 31, 1999, Exhibit 10.)

G. Eastman Kodak Company 1990 Omnibus Long-termpg&msation Plan, as amended effective as of Novefithe2001. (Incorporated by
reference to the Eastman Kodak Company Annual RepoForm 10-K for the fiscal year ended Decemidgrl®96, the Quarterly Report on
Form 10-Q for the quarterly period ended March1¥97, the Quarterly Report on Form 10-Q for thertpuly period ended June 30, 1998,
the Quarterly Report on Form 10-Q for the quartpdyiod ended September 30, 1999, the Annual Repdform 10-K for the fiscal year
ended December 31, 1999, and the Annual Reporban EO-K for the fiscal year ended December 31,12@Xhibit 10.)



Eastman Kodak Company Index to Exhibits (continued)

Exhibit
Number

I. Eastman Kodak Company 1995 Omnibus Long-Term @arsation Plan, as amended effective as of Noveirthe?001. (Incorporated by
reference to the Eastman Kodak Company Annual RepoForm 10-K for the fiscal year ended Decemldgrl®96, the Quarterly Report on
Form 10-Q for the quarterly period ended March1397, the Quarterly Report on Form 10-Q for thertpuly period ended March 31, 1998,
the Quarterly Report on Form 10-Q for the quartpdyiod ended June 30, 1998, the Quarterly RepoRasm 10-Q for the quarterly period
ended September 30, 1998, the Quarterly Reporbam EQQ for the quarterly period ended September 30, 1®#@9Annual Report on For
10-K for the fiscal year ended December 31, 1966 the Annual Report on Form 10-K for the fiscahlyended December 31, 2001, Exhibit
10.)

J. Kodak Executive Financial Counseling Programcdfporated by reference to the Eastman Kodak Comnpanual Report on Form 10-K
for the fiscal year ended December 31, 1992, Exhibi)

K. Personal Umbrella Liability Insurance Coverage.

Eastman Kodak Company provides $5,000,000 personhiella liability insurance coverage to its dimrstand approximately 160 key
executives. The coverage, which is insured throtigh Mayflower Insurance Company, Ltd., supplemeatsicipants' personal coverage.
The Company pays the cost of this insurance. Indsriveputed to participants.

(Incorporated by reference to the Eastman Kodak amy Annual Report on Form X0{or the fiscal year ended December 31, 1995, Eik
10.)

L. Kodak Executive Health Management Plan, as ameedfective January 1, 1995. (Incorporated byregfee to the Eastman Kodak
Company Annual Report on Form 10-K for the fisaadyended December 31, 1995 and the Annual Repdroiom 10-K for the fiscal year
ended December 31, 2001, Exhibit 10.)

M. Martin M. Coyne Agreement dated November 9, 2q0icorporated by reference to the Eastman Kodakiany Annual Report on Fot
10-K for the fiscal year ended December 31, 200hjitit 10.)
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N. Kodak Stock Option Plan, as amended and resfaigdst 26, 2002. (Incorporated by reference tagastman Kodak Company Annt
Report on Form 10-K for the fiscal year ended Dewen31, 2002, Exhibit 10.)

O. Eastman Kodak Company 1997 Stock Option Plaapended effective as of March 13, 2001. (Incorgaray reference to the Eastman
Kodak Company Annual Report on Form 10-K for tleedil year ended December 31, 1999 and the QuaRegwprt on Form 10-Q for the
quarterly period ended March 31, 2001, Exhibit 10.)

P. Eric Steenburgh Agreement dated March 12, 1@88orporated by reference to the Eastman Kodak g2zomy Quarterly Report on Form
10-Q for the quarterly period ended March 31, 188ibit 10.)

Notice of Award of Restricted Stock Units dated ey 11, 2000 under the 2000 Omnibus L-Term Compensation Plan. (Incorporatec
reference to the Eastman Kodak Company QuartenhoRen Form 10-Q for the quarterly period endeddi31, 2000, Exhibit 10.)

Amendment, dated December 1, 2001.
(Incorporated by reference to the Eastman Kodak @y Annual Report on Form Xfor the fiscal year ended December 31, 2001, Eik
10.)

Letter, dated December 28, 2001.
(Incorporated by reference to the Eastman Kodak gamy Annual Report on Form X0{or the fiscal year ended December 31, 2001, Eik
10.)

Q. Eastman Kodak Company 2001 Short-Term Variablet® Named Executive Officers. (Incorporated fgmence to the Eastman Kodak
Company Quarterly Report on Form 10-Q for the qargrperiod ended March 31, 2002, Exhibit 10.)



Eastman Kodak Company Index to Exhibits (continued)
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R. Eastman Kodak Company 2000 Omnibus Long-Termpgamsation Plan, as amended effective as of Novetrthe2001. (Incorporated by
reference to the Eastman Kodak Company QuartemhpRen Form 10-Q for the quarterly period endedel80, 1999, and the Quarterly
Report on Form 10-Q for the quarterly period en8egtember 30, 1999, the Annual Report on Form I6rkhe fiscal year ended December
31, 1999, and the Annual Report on Form 10-K ferftacal year ended December 31, 2001, Exhibit 10.)

S. Executive Compensation for Excellence and LesdePlan, (formerly known as the 2000 Managemexrtalile Compensation Plan), as
amended and restated effective as of January 2. 2Z0@orporated by reference to the Eastman Kd&takpany Quarterly Report on Form
10-Q for the quarterly period ended June 30, 26838jbit 10.)

Amendment, effective January 1, 2004.

T. Eastman Kodak Company Executive Protection Riffactive July 25, 2001. (Incorporated by refeetwthe Eastman Kodak Company
Annual Report on Form 10-K for the fiscal year eshidecember 31, 1999 and the Quarterly Report omHAd-Q for the quarterly period
ended September 30, 2001, Exhibit 10.)

U. Eastman Kodak Company Estate Enhancement Rladapted effective March 6, 2000. (Incorporateddgrence to the Eastman Kodak
Company Annual Report on Form 10-K for the fiscsdyended December 31, 1999, Exhibit 10.)

V. Michael P. Morley Agreement dated March 13, 2Q@icorporated by reference to the Eastman Kodakiany Annual Report on Form
10-K for the fiscal year ended December 31, 200&jitt 10.)

Amendment, dated February 19, 2003, to Agreemertiddarch 13, 2001.
(Incorporated by reference to the Eastman Kodak gamy Annual Report on Form X{or the fiscal year ended December 31, 2002, Eik
10.)

Amendment, dated October 23, 2003, to Agreemesddgiarch 13, 2001.
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W. Daniel A. Carp Agreement dated November 22, 1@9@@orporated by reference to the Eastman Kodak@any Annual Report on Form
10-K for the fiscal year ended December 31, 199@ikit 10.)

$1,000,000 Promissory Note dated March 2, 200tofporated by reference to the Eastman Kodak Coynpanual Report on Form 10-K
for the fiscal year ended December 31, 2000, Exhibi)

X. Robert H. Brust Agreement dated December 2091@8@corporated by reference to the Eastman Kd&takpany Annual Report on Form
10-K for the fiscal year ended December 31, 199@jitit 10.)

Amendment, dated February 8, 2001, to Agreemerddaecember 20, 1999.
(Incorporated by reference to the Eastman Kodak famy Quarterly Report on Form 10-Q for the quaytpdriod ended March 31, 2001,
Exhibit 10.)

Amendment, dated November 12, 2001, to Agreemaratidaecember 20, 1999.
(Incorporated by reference to the Eastman Kodak @y Annual Report on Form X0{or the fiscal year ended December 31, 2001, Eik
10.)

Amendment, dated October 2, 2003, to Agreementddaezember 20, 1999.

Y. Patricia F. Russo Agreement dated April 1, 2q0icorporated by reference to the Eastman Kodakgamy Quarterly Report on Form 10-
Q for the quarterly period ended March 31, 2001ikix 10.)

(12) Statement Re Computation of Ratio of Earniogsixed Charges.
(21) Subsidiaries of Eastman Kodak Company.

(23) Consent of Independent Accountants.
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(31.1) Certification Pursuant to 18 U.S.C. Secfi880, as Adopted Pursuant to Section 302 of thibaBais-Oxley Act of 2002.
(31.2) Certification Pursuant to 18 U.S.C. Secti@b0, as Adopted Pursuant to Section 302 of thea®ass-Oxley Act of 2002.
(32.1) Certification Pursuant to 18 U.S.C. Secfi880, as Adopted Pursuant to Section 906 of thieaBais-Oxley Act of 2002.

(32.2) Certification Pursuant to 18 U.S.C. Secti@b0, as Adopted Pursuant to Section 906 of thiea®ass-Oxley Act of 2002.



Exhibit (10) S.

EASTMAN KODAK COMPANY
BOARD OF DIRECTORS
EXECUTIVE COMPENSATION AND DEVELOPMENT COMMITTEE

2004 EXCEL

RESOLVED: That, effective as of January 1, 2004, Executive Compensation For Excellence and LehitePdan is amended to add the
following as new Section 2.34, entitled "InvestaBlsh Flow:"

2.34 Investable Cash Flow

"Investable Cash Flow" means the Company's operatish flow for the year less the cost of acquisgi



Exhibit (10) V.
October 23, 2003

Michael P. Morley
(address intentionally omitted)

Re: Second Amendment to March 13, 2001 Letter Agess
Dear Mike:

By way of a letter agreement dated March 31, 2684 'March 31, 2001 Letter Agreement"), Eastmanao@ompany ("Kodak") entered
into a retention agreement with you. The MarchZIQ1 Letter agreement was subsequently amendedpyfa letter agreement dated
February 19, 2003 (the "February 19, 2003 Lettaredgent"). For purposes of this letter agreemaretMarch 31, 2001 Letter Agreement as
amended by the February 19, 2003 Letter Agreeméhibevreferred to as the "Retention Agreement.& Plarpose of this letter, which will
become an agreement once both you and Kodak signilibe referred to herein as the "Letter Agreerhento amend the Retention
Agreement in several respects to encourage yoentain employed by Kodak until the date specifie8éttion 1 below.

1. Retirement Date

In consideration for delaying your retirement aachaining employed with Kodak through the "Retiretri@ate," as that term is hereinafter
defined, Kodak agrees to make several revisiotisedretention Agreement. For purposes of this Léttgeement, the term "Retirement
Date" will mean July 1, 2004 unless both partiesually agree that an effective transition of youtids and responsibilities cannot be
accomplished by this date. In such event, the &atint Date will be the date that is mutually agreeoly the parties, which in no event will
be later than January 1, 2005.

2. First Retention Benefit

Subject to your satisfaction of the terms and cioos of this Letter Agreement, Section 3 of thegR&on Agreement is amended in its
entirety to add the following as new Section 10tket "First Retention Benefit."

10. First Retention Benefit

A. In General. Subject to your satisfaction ofadlthe terms and conditions of this letter agreenaaad your continuous and active
employment by Kodak through December 31, 2003, Ka@dgees to provide you a retention benefit inatrount of $350,000 (the "First
Retention Benefit").



B. Time of Payment. The First Retention Benefitl wé paid in a single lump sum payment as soomasrastratively practicable following
January 1, 2004. In the event, however, prior tiudey 1, 2004, you either die or your employmenéiminated without Cause, as defined
above, the First Retention Benefit will be paidsasn as administratively practicable following ttege of your termination of employment.
the event of your death, any amount owed will bid payour estate. The First Retention Benefit Wwél paid subject to withholding for all
applicable federal, state and local income andqbtaxes.

C. Benefits Bearing. The First Retention Benefit v "benefits bearing."” In other words, such amtowill be taken into account and
considered for purposes of determining any emplpyevided benefits or compensation to which youarmay hereinafter become eligible.

3. Second Retention Benefit

Subject to your satisfaction of the terms and cioos of this Letter Agreement, the Retention Agneat is amended in its entirety to add the
following as new Section 11 entitled "Second ReétenBenefit."

11. Second Retention Benefit

A. In General. Subject to your satisfaction ofadlthe terms and conditions of this letter agreaimi€¢adak agrees to provide you a retention
benefit in the amount of $45,000 (the "Second ReterBenefit") per month for each full month younrain continuously and actively
employed by Kodak beyond December 31, 2003.



B. Time of Payment. For each month you earn a SERatention Benefit, the amount will be paid inragke lump sum payment as soon as
administratively practicable following the last dafythat month. In the event, however, that duangonth, you either die or your
employment is terminated without Cause, as defatmle, you will be paid a pro-rated amount of thg,800 payment you would otherwise
have received had you remained actively and coatisly employed for the entire month. The amourthefpro- rated payment will be
determined by multiplying $45,000 by a fraction thenerator of which is the number of days you wamployed by Kodak during the mor
of your termination of employment and the denonanaf which is the total number of days in the nioot your termination of employment.
This amount will be paid as soon as administrajiyebcticable following the date of your terminatiof employment. In the event of your
death, any amount owed will be paid to your estBite. Second Retention Benefit will be paid subjeatithholding for all applicable feder:
state and local income and payroll taxes.

C. Benefits Bearing. The Second Retention Benéfithe "benefits bearing.” In other words, such amiowill be taken into account and
considered for purposes of determining any emplpyevided benefits or compensation to which youarmay hereinafter become eligible.

4. Discount Rate Protection

Subject to your satisfaction of the terms and com of this Letter Agreement, Section 2, entitlBiscount Rate Protection," of the
Retention Agreement is amended in its entiretyetmras follows.

2. Discount Rate Protection

A. In General. In consideration for extending yeuarployment until the "Retirement Date," as defibetbw, Kodak will pay you, subject to
your satisfaction of all of the requirements oftlatter agreement, the benefit described in thii®n 2. For purposes of this Let
Agreement, the term "Retirement Date" will meary Jyl2004 unless both parties mutually agree thadféective transition of your duties a
responsibilities cannot be accomplished by thie.datsuch event, the Retirement Date will be thie dhat is mutually agreed to by the
parties, which in no event will be later than Jagug 2005.



B. Preconditions.

(i) That portion of the benefit described in
Section 2(C)(i) below will only apply to that amdwf your retirement income benefit under KRIP thati elect to receive in the form of a
lump sum and file a valid spousal consent per 8edti03(d) of KRIP.

(i) That portion of the benefit described in
Section 2(C)(ii) below will only apply to that amauof your retirement income benefit under the Kodmfunded Retirement Income Plan
("KURIP") and Kodak Excess Retirement Income PIKERIP") that you elect to receive in the form ofuanp sum.

C. Description of Benefits.
() KRIP. Kodak agrees to pay you the excess, Yf aft

(a) your retirement income benefit paid in the farfa lump sum calculated as of the Retirement Patsuant to the terms of KRIP as the
effect, except that the discount rate used for geep of this calculation will be the discount ridu@t would have been used to calculate such
benefit if you had retired effective as of NovembeP003, minus

(b) your retirement income benefit paid in the favfra lump sum calculated as of the Retirement Patsuant to the terms of KRIP as then
in effect.

(i) KURIP and KERIP. Kodak agrees to pay you theess, if any, of:

() your retirement income benefit paid in the fatump sum calculated as of the Retirement Datsyaunt to the terms of KURIP and
KERIP as then in effect, except that the discoat# tused for purposes of this calculation will the discount rate that would have been used
to calculate such benefits if you had retired dffecas of November 1, 2003, minus

(b) your retirement income benefit paid in the farump sum calculated as of the Retirement Datsyaunt to the terms of KURIP and
KERIP as then in effect.



D. Form and Time of Payment. The amount of the figiifeany, payable to you pursuant to this Sectwill: (i) be paid in the form of a
lump sum payment; (ii) be paid out of Kodak's gahassets, not under KRIP; (iii) not be fundedny enanner; and (iv) be included in your
gross income as ordinary income, subject to athime, payroll and employment tax withholdings regdito be made under all applicable
federal, state and local law or regulation.

With respect to that portion of the benefit, if aajtributable to Section 2(C)(i), to the extentiyare subject to Federal or state income or
payroll taxes thereon, Kodak will "gross up" thecamt of such portion of the benefit at the appliesdupplemental tax rate. That portion of
the benefits, if any, attributable to Section 2{iCill not be grossed up for tax purposes.

5. Death Benefit

Subject to your satisfaction of the terms and cioms of this Letter Agreement, the Retention Agneat is amended in its entirety to add the
following as new Section 12 entitled "Death Benkgfit

12. Death Benefit

A. In General. As an additional inducement to ypgdntinue your employment until the RetirementedD#&todak agrees, subject to your
satisfaction of the terms and conditions of thiteleagreement, to provide you the benefit desdribehis Section 12.

B. Benefit. In the event of your death on or after date of your execution of this letter agreemleut prior to the Retirement Date, Kodak
agrees to pay your spouse or, in the event ofithal&neous death of you and your spouse, youteesta amount determined from the
following equation:

A - B = Amount of Benefit

For purposes of the foregoing equation, "A" willanethe retirement benefit that you would have kadiggible to receive under, KRIP, KER
and KURIP, expressed in the form of a lump sumaaidulated pursuant to the terms and conditiorieefipplicable retirement plan, had
retired the first day of the month immediately maing the date of your death. For purposes ofdhistion, "B" will mean the amount,
expressed in the form of a single lump sum paynwrany benefit payable under KRIP, KERIP, and KBRE a result of your death to you
or your spouse, beneficiary or estate.



C. Time and Form of Benefit. In the event the binafder this Section 12 is payable to your spoiisei]l be paid in the form of a single
lump sum payment, less any required withholdingsenmpplicable law, as soon as administrativelgtmable following the date of your
death. If alternatively the benefit is payable tayestate, it will be paid in the form of a singlenp sum payment, subject to any required
withholdings under applicable law, as soon as atnatively practicable following the date a coofttompetent jurisdiction formally
recognizes either an executor or administratorooir yestate.

D. Exception. Notwithstanding any provision congadrin this Letter Agreement to the contrary, inéhent the cause of your death is
determined to be suicide, no benefit will be pagabider this section and Kodak will be releasedhfamy and all further liability and claims
related thereto.

6. Approved and Permitted Reason

Subject to your satisfaction of the terms and cioons of this Letter Agreement, Section 4 of theeR&on Agreement is deleted in its entir
to read as follows:

4. Approved and Permitted Reason

Subject to your satisfaction of all of the termdta$ letter agreement, your termination of empleptwill be for a Permitted Reason and an
Approved Reason for purposes of any Kodak stociongt restricted stock and restricted stock urels by you on the date of your
termination of employment and for purposes of angra paid, or to be paid, to you under the PerforweaStock Program. Thus, you will not
forfeit any Kodak stock options, restricted stockestricted stock units held by you on the datgafr termination of employment or any
award paid, or to be paid, to you under the Perforre Stock Program. Similarly, your terminatiorenfployment will be for an Approved
Reason for purposes of the newly announced Leage®sbck Program. Thus, should you remain emplayad December 31, 2004, you w
be entitled to a pro- rated award for the 2004-208&%ormance cycle to the extent awards are eanddgaid for such cycle.

7. Remaining Terms of Retention Agreement

All of the remaining terms of the Retention Agree¢o the extent they are not inconsistent withtdrms of this Letter Agreement, will
remain in full force and effect, without amendmentnodification.

* % %



You agree that this Letter Agreement supersedesegidces any and all agreements or understandingther written or oral that you may
have with Kodak concerning the subject matter Hemaept, however, this letter does not in any wagersede or replace your Eastman
Kodak Company Employee's Agreement.

You agree to keep the content and existence of #iter Agreement confidential except that you meyiew it with your supervisor, attorne
financial advisor, and/or with me or my designedgoo any such disclosure, you agree to adviesdthindividuals of the confidential nature
of this Letter Agreement and the facts giving tisé as well as their obligations to maintain tdwnfidentiality of this letter agreement and
facts giving rise to it. Nonetheless, either paotyhis Letter Agreement (that is, you and Kodaldyrdisclose to any and all persons, without
limitation of any kind, the tax treatment and téusture of this transaction and all materialsmyf &ind (including opinions or other tax
analyses) that may be provided to that party redetd tax treatment and tax structure.

This Letter Agreement, and its interpretation apgliaation, will be governed and controlled by the's of the State of New York, applicable
as though to a contract made in New York by res&lefiNew York and wholly to be performed in NewrkKavithout giving effect to
principles of conflicts of laws.

Please also keep in mind that, regardless of amyigion contained in this Letter Agreement to tbatcary, your employment with Kodak is
"at will." That is, you are free to terminate yamployment at any time, for any reason, and Koddfee to do the same.

Your signature below means that you accept thestema conditions set forth in this letter agreement
Very truly yours,

Daniel A Carp Chairman and Chief Executive OffiEastman Kodak Company

DAC:lIh

| accept the terms and conditions of this letteeament.

Signed: /s/ Michael P. Morley
Michael P. Morley

Dated:



Exhibit (10) X.
October 2, 2003

Robert H. Brust
(address intentionally omitted)

Re: Retention Amendments
Dear Bob:

The purpose of this letter agreement (hereinafier'iLetter Agreement") is to amend in several respgour prior letter agreements with
Eastman Kodak Company ("Kodak") regarding the tesnt conditions of your employment by Kodak. Intjgaitar, the letter agreements
that will be amended by way of this Letter Agreetrame those dated December 20, 1999 (the "Offdet'@t February 8, 2001 (the "Februi
8, 2001 Letter Agreement") and November 12, 206& (November 12, 2001 Letter Agreement"). The Offfetter, the February 8, 2001
Letter Agreement and November 12, 2001 Letter Agiexd will hereinafter be collectively referred ®the "Agreement." Once signed by
both parties, this Letter Agreement will constitateagreement between Kodak and you. For purpdsbsd.etter Agreement, the term
"Company" will refer to Kodak and all of its subisides and affiliates.

1. Retirement Income Benefit

Section 4 of the November 12, 2001 Letter Agreemeatitled "Enhanced Retirement Income Benefit'neeaded in its entirety to read as
follows:

4. Retirement Income Benefit

A. In General. Should you remain employed with Klodatil at least January 3, 2006, Section 11 ofry@fier Letter will, subject to your
satisfaction of the terms and conditions of thiteleagreement, be deleted in its entirety andaesga by the terms of this Section 4. Similarly,
should Kodak after January 3, 2005, but prior twuday 3, 2007, involuntarily terminate your emplamhfor other than "Cause" or
"Disability," as those terms are defined in thedDtfetter, Section 11 of your Offer Letter will,mgthstanding Section 3 above to the
contrary, be deleted in its entirety and replacgthle terms of this Section 4; provided, howeven gatisfy all of the terms and conditions of
this letter agreement.



B. Benefit. In addition to the retirement benefitai are eligible for under the cash balance bepéftRIP, you will be eligible for an
enhanced pension benefit. Assuming you satisfyettras and conditions of this letter agreement ajest to the offset provisions contained
in Section 4(D) below, Kodak will provide you airement income benefit (1) as if you were eligitigarticipate in Kodak's retirement ple
by virtue of being employed by Kodak after DecemBkr1995, but prior to March 1, 1999, and (2) dame that number of years of service
specified in Section 4(C) below. The names of hecHic retirement plans that you will be treatedoarticipating in by virtue of being treat
as employed after December 31, 1995, but prior &odil 1, 1999, are the Kodak Retirement Income PKRIP"), the Kodak Unfunded
Retirement Plan ("KURIP") and the Kodak Excess iRatent Income Plan ("KERIP"). These three plansfarsas they apply to employees
employed by Kodak after March 31, 1995, but prioMarch 1, 1999, will be collectively referred te the "Retirement Plan.”

As described more fully in Section 4(C) below, nder to receive the retirement income benefit, gaist remain employed by Kodak until at
least January 3, 2006. Thus, except as provid&eéation 4(D) below, if your employment terminatesdny reason, whether voluntarily or
involuntarily, prior to your January 3, 2006, yoilwot be entitled to receive the retirement in@benefit described in this Section 4.

C. Service. Should you remain continuously emplogeidodak until at least January 3, 2006, you lbéleligible for a retirement income
benefit under the Retirement Plan based on 14 ydatsemed service in addition to your actual yediservice at Kodak. Thereafter, should
you remain employed for at least one additionat yedil at least January 3, 2007, Kodak will caédalyour retirement income benefit un
the Retirement Plan based on 4 additional yeadgeimed service in addition to the 14 years of déeseevice and your actual years of
service at Kodak.



By way of clarification, you will not be crediteditiv any years of service under the Retirement Btdass and until you complete 6 years of
actual service under the Retirement Plan. Upon tetiop of these 6 years of service, you will ha@eyRars of service in total, 14 years of
deemed service and 6 years of actual service. dpmpletion of 7 years of actual service under thgrBment Plan, you will have 25 years
of service in total, 18 years of deemed service7apéars of actual service. Should you remain eygulavith Kodak after completing 7 years
of actual service, you will thereafter continueetrn credit under the Retirement Plan based onaatual service with Kodak, but you will
not be eligible for any additional years of deersed/ice beyond the 18 years credited to you upamptetion of the 7 years of actual service.

Any service credited to you under the RetiremeatRWhether actual or deemed) will only apply fargoses of establishing under the
Retirement Plan: (i) the total amount of your "\ilegtService"; (ii) the total amount of your "Accdi&ervice" used to calculate your
retirement income benefit; and (iii) your "Totalr@ee" for purposes of determining the applicabitif any early retirement reduction factor.
The crediting of service applies solely for thesgppses and is not intended to enhance any otheéalbenefit or compensation.

D. Termination For Other Than Cause or DisabilMgtwithstanding Sections 4(C) above to the contridigfter January 3, 2005, but prior to
January 3, 2007, Kodak terminates your employmandther than "Cause" or "Disability," as thoserterare defined in the Offer Letter, you
will remain eligible for the retirement income béhdescribed in this

Section 4. In such event, your retirement incomeebewill be calculated based on your actual yedrservice at Kodak prior to your
termination of employment plus 14 years of deenedise.

E. Offset. The amount of the retirement income Egenkany, provided to you under this
Section 4 will be offset by the retirement bengfiégyable to you under the cash balance benefiiRiPkand any supplemental and successor
plan(s) thereto, including but not limited to KERARd KURIP.



For purposes of determining the amount of any ofiseer this Section 4(E), the amount of the reteat benefits payable to you under Cash
Balance Plus and any supplemental and successtspthereto will be calculated pursuant to theesagtuarial assumptions that are used to
calculate the retirement income benefit that yolilvé treated as receiving under the Retirement,Rlasuming the same frequency of
payment, form of benefit and commencement datapiment as such retirement income benefit, but basgaur actual years of service and
actual age and reduced for any actuarial reducfmmany early commencement of benefits.

F. Payment. The amount of the retirement benéfiny, payable to you under this Section 4 wil:b@ paid in such form(s) as Kodak, in its
discretion, determines; (ii) be paid out of Kodalemeral assets, not under KRIP; (iii) not be fuhisheany manner; (iv) be included in your
gross income as ordinary income, subject to athime and payroll tax withholding required to be madder all applicable laws; and (v) not
be grossed up or be given any other special tatnrent by Kodak.



G. Employee Benefit Plan. To the extent the terfrthie retirement income benefit constitute an "tgpe benefit plan” under Section 3(3)
of the Employee Retirement Income Security Act@74 ("ERISA"), the Vice President, Eastman Kodaknpany and Director, Human
Resources will be the plan administrator of theaplehe plan administrator will have total and esole responsibility to control, operate,
manage and administer the plan in accordance tgitieims and all the authority that may be necgasanelpful to enable him/her to
discharge his/her responsibilities with respec¢htoplan. Without limiting the generality of theepeding sentence, the plan administrator will
have the exclusive right to:

interpret the plan, decide all questions concereiigibility for and the amount of benefits payahbleder the plan, construe any ambiguous
provision of the plan, correct any default, supghy omission, reconcile any inconsistency, andd#eall questions arising in the
administration, interpretation and applicationta plan. The plan administrator shall have fultdisionary authority in all matters related to
the discharge of his/her responsibilities and tterase of his/her authority under the plan, inabgg without limitation, his/her construction
of the terms of the plan and his/her determinadibeligibility for benefits under the plan. It ikd intent of the plan, as well as both parties
hereto, that the decisions of the plan administraal his/her action with respect to the plan bélfinal and binding upon all persons having
or claiming to have any right or interest in or anthe plan and that no such decision or actiofids@imodified upon judicial review unless
such decision or action is proven to be arbitrargapricious.



2. Outside Activities
The second paragraph of Section 22 of the Offetek entitled "Miscellaneous" is deleted in its egtlj to read as follows:

You will devote all of your business time and atiiem, and your best efforts, abilities, experierar talent, to the positions of Chief
Financial Officer and Executive Vice President émcthe businesses of the Company without commitrtenther business endeavors.
Notwithstanding the foregoing, you may engage anftillowing activities provided such activities dot materially interfere with your Kodz
duties and responsibilities and are consistent thithCompany's conflict of interest policies andoonate governance guidelines as in effect
from time to time: (i) charitable, community andiciactivities; and (ii) serve on the board of die's of the following number of public
owned companies:

prior to October 1, 2004, one company, and on ter &ctober 1, 2004 two companies.

3. Remaining Terms of Agreement

All of the remaining terms of the Agreement, to éxtent they are consistent with the terms of ldtier agreement, will remain in full force
and effect, without amendment or modification.

4. Miscellaneous

A. Confidentiality. You agree to keep the contemd @xistence of this letter agreement confidemtxalept that you may review it with your
financial advisor, attorney or spouse/partner aitd me or my designee. Upon such a disclosure, tiewgou agree to advise the recipier
the confidential nature of this letter agreement toe facts giving rise to it as well as the regijis obligations to maintain the confidentiality
of this letter agreement and the facts giving tisi.

B. Unenforceability. If any portion of this lettagreement is deemed to be void or unenforceabsedmyurt of competent jurisdiction, the
remaining portions will remain in full force andeft to the maximum extent allowed by law. The igarintend and desire that each portic
this letter agreement be given the maximum possifiézt allowed by law.

C. Headings. The heading of the several sectiotisifetter agreement have been prepared for coavee and reference only and shall not
control, affect the meaning, or be taken as therjmetation of any provision of this letter agreeme



D. Applicable Law. This letter agreement, andiit®ipretation and application, will be governed aadtrolled by the laws of the State of
New York, applicable as though to a contract madseew York by residents of New York and wholly te performed in New York withot
giving effect to principles of conflicts of laws.

E. Amendment. This letter agreement may not begédmmodified, or amended, except in a writing s@jby both you and Kodak that
expressly acknowledges that it is changing, modgyr amending this letter agreement.

F. At Will. Please also keep in mind that, regasdlef any provision contained in this letter to thatrary, your employment at Kodak is "at
will*. That is, you will be free to terminate yoemployment at any time, for any reason, and Koddkee to do the same.

* k%
Your signature below means that:

1. You have had ample opportunity to discuss thlegeand conditions of this letter agreement withisats of your choice from among those
types listed in Section 5(A) above, and as a rdslijt understand its terms and conditions; and

2. You accept the terms and conditions set forthimletter agreement; and

3. You agree that this letter agreement supersatidseplaces any and all agreements or undersggdinether written or oral that you may
have with Kodak concerning the subject matter Hemaept, however, this letter does not in any wagersede or replace your Eastman
Kodak Company Employee's Agreement.

If you find the foregoing acceptable, please signryname on the signature line provided below a&tairn the original signed copy of this
letter directly to my attention prior to October2®03. Thank you and best wishes towards your coimiy successes at Kodak.

Very truly yours,
Michael P. Morley

MPM:Ilh



| agree to the terms and conditions of this leitgneement.

Signed:  /s/ Robert H. Brust
Robert H. Brust

Dated:



Exhibit (12)

Eastman Kodak Company
Computation of Ratio of Earnings to Fixed Charges
(in millions, except for ratios)

Year Ended December 31

2003 2002 20 01 2000 1999

Earnings from continuing
operations before
provision for income
taxes $ 172 $ 946 $ 1 15 $2,132 $2,109
Adjustments:
Minority interest in
income/(loss) of
subsidiaries with
fixed charges 24 17 ( 11) 11 (30)
Undistributed loss/
(earnings) of equity

method investees 41 107 77 36 (17)
Interest expense 148 173 2 19 178 142
Interest component of

rental expense (1) 53 53 42 52 a7
Amortization of

capitalized interest 27 28 28 28 24
Earnings as adjusted $ 465 $1,324 $ 4 70 $2,437 $2,275

Fixed charges:

Interest expense 148 173 2 19 178 142
Interest component of

rental expense (1) 53 53 42 52 47
Capitalized interest 2 3 12 40 36
Total fixed charges $ 203 $ 229 $2 73 $ 270 $ 225

Ratio of earnings to
fixed charges 23x 58x 1. 7x  9.0x 10.1x

(1) Interest component of rental expense is estichtd equal 1/3 of such expense, which is consiblemeasonable approximation of the
interest factor.



Subsidiaries of Eastman Kodak Company
Companies Consolidated

Eastman Kodak Company
Eastman Kodak International

Sales Corporation
Cinesite, Inc.

Laser-Pacific Media Corporation
PracticeWorks, Inc.

FPC, Inc.

Qualex Inc.

Qualex Canada Photofinishing Inc.
Eastman Gelatine Corporation
Research Systems, Inc.
ENCAD, Inc.

Pakon, Inc.

Ofoto, Inc.

CustomerFirst service & support, Inc.
AuntMinnie.com, Inc.

Eastman Canada Company

Kodak Canada Inc.

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.zo.o
Kodak OO0
Kodak Ireland Limited
Kodak-Pathe SAS
Kodak Verwaltung AG
Eastman Kodak Holdings B.V.

Kodak Brasileira Comercio E Industria Ltda.

Kodak Nederland B.V.
Kodak Korea Ltd.

Kodak Far East Purchasing Company Inc.

Kodak New Zealand Limited
Kodak (Australasia) Pty. Ltd.

Kodak (South Africa) (Proprietary) Limited

Kodak (Kenya) Limited
Kodak (Egypt) S.A.E.
Kodak (Malaysia) Sdn.Bhd.
Kodak (Taiwan) Limited

Exhibit (21)

Organized
Under Laws of

New Jersey

Barbados
Delaware
Delaware
Delaware
California
Delaware
Canada
Massachusetts
Colorado
Delaware
Indiana
Delaware
Delaware
Delaware
Canada
Canada
Argentina
Chile

New York
New York
Venezuela
New York
Singapore
New York
England
England
India
England
Poland
Russia
Ireland
France
Germany
Netherlands
Brazil
Netherlands
South Korea
New York
New Zealand
Australia
South Africa
Kenya
Egypt
Malaysia
Taiwan



Exhibit (21)

(Continued)
Organized
Companies Consolidated Under Laws of
Eastman Kodak Company

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 Kft. Hungary
Kodak Oy Finland
Kodak S.p.A. Italy
Kodak Portuguesa Limited New York
Kodak, S.A. Spain
Kodak Nordic AB Sweden
Eastman Kodak SA Switzerland
Kodak Japan Ltd. Japan

K.K. Kodak Information Systems 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 (China) Investment Company Ltd. China
Kodak (Shanghai) International Trading

Co. Ltd. China
Shanghai Da Hai Camera Co., Ltd. China
Trophy Radiologie S.A. France

Note: Subsidiary Company names are indented uhdename of the parent compa



Exhibit (23)
CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referémtlee Prospectuses constituting part of the Redisn Statements on Form S-3 (No. 33-
48258, No. 33-49285, No. 33- 64453, No. 333-31T&9,333-56964, No. 333-108562 and No. 333-11172é)n S-4 (No. 33-48891 and
No. 33:-74572), and S-8 (No. 33-5803, No. 33-35214, Ne58899, No. 33-65033, No. 33-65035, No. 333-571e9,333-57659, No. 333-
57663, No. 333-57665, No. 333-23371, No. 333-435R6,333-43524, and No. 33364366), of Eastman Kdglakpany of our report dated
February 10, 2004 and March 8, 2004, relating édfithancial statements and financial statementdidieewhich appears in this Annual
Report on Form 10-K.

PricewaterhouseCoopers LLP
Rochester, New York
March 15, 2004



Exhibit (31.1)

CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350,
AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Daniel A. Carp, certify that:
1. I have reviewed this annual report on Form 10-K;

2. Based on my knowledge, this report does notaiormny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) Designed such internal control over financiglaiing, or caused such internal control over fiahreporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) Evaluated the effectiveness of the registraligslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and



d) Disclosed in this report any change in the tegig's internal control over financial reportitngit occurred during the registrant's most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tlegyistrant's internal control over financial
reporting; and

5. The registrant's other certifying officers artthle disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataummittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal coravelr financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Date: March 15, 2004
/sl Daniel A. Carp

Daniel A. Carp
Chief Executive Officer



Exhibit (31.2)

CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350,
AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Robert H. Brust, certify that:
1. I have reviewed this annual report on Form 10-K;

2. Based on my knowledge, this report does notaiormny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) Designed such internal control over financiglaiing, or caused such internal control over fiahreporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) Evaluated the effectiveness of the registraligslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and



d) Disclosed in this report any change in the tegig's internal control over financial reportitngit occurred during the registrant's most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tlegyistrant's internal control over financial
reporting; and

5. The registrant's other certifying officers artthle disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataummittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal coravelr financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Date: March 15, 2004
/sl Robert H. Brust

Robert H. Brust
Chief Financial Officer



Exhibit (32.1)

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 &lo€ompany (the "Company") on Form KJer the period ended December 31, 200
filed with the Securities and Exchange Commissiothe date hereof (the "Report"), I, Daniel A. Gatpief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 2 adopted pursuant to Section 906 of the Sasb@mley Act of 2002, that to the best
of my knowledge:

1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2) The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of the
Company.

/sl Daniel A. Carp
Daniel A. Carp

Chief Executive Officer
March 15, 2004



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 &lo€ompany (the "Company") on Form KJer the period ended December 31, 200
filed with the Securities and Exchange Commissioithe date hereof (the "Report"), |, Robert H. Br@hief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 2 adopted pursuant to Section 906 of the Sasb@mley Act of 2002, that to the best
of my knowledge:

1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2) The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of the
Company.

/sl Robert H. Brust
Robert H. Brust

Chief Financial Officer
March 15, 2004



